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First Book: The History
Chapter 1
The Italians

At the revival of civilisation in Europe, no county was in so
favourabl e a position as Italy in respect to comerce and industry.
Bar bari sm had not been able entirely to eradicate the culture and
civilisation of ancient Rome. A genial climate and a fertile soil
notwi t hst andi ng an unskil ful system of cultivation, yielded
abundant nourishment for a numerous popul ati on. The npst necessary
arts and industries renmained as little destroyed as the nunicipa
institutions of ancient Rome. Prosperous coast fisheries served
everywhere as nurseries for seamen, and navigation along Italy's
ext ensi ve sea-coasts abundantly conpensated her | ack of interna
means of transport. Her proximty to Greece, Asia Mnor, and Egypt,
and her maritine intercourse with them secured for Italy specia
advantages in the trade with the East which had previously, though
not extensively, been carried on through Russia with the countries
of the North. By neans of this commercial intercourse Italy
necessarily acquired those branches of know edge and those arts and
manuf act ures which Greece had preserved fromthe civilisation of
anci ent tines.

Fromthe period of the emancipation of the Italian cities by
O ho the Geat, they gave evidence of what history was testified
alike in earlier and later tinmes, nanmely, that freedom and industry
are inseparabl e conpani ons, even although not unfrequently the one
has come into existence before the other. If conmerce and industry
are flourishing anywhere, one may be certain that there freedomis
nigh at hand: if anywhere Freedom was unfol ded her banner, it is as
certain that sooner or later industry will there establish herself;
for nothing is nore natural than that when man has acquired
material or nental wealth he should strive to obtain guarantees for
the transm ssion of his acquisitions to his successors, or that
when he has acquired freedom he should devote all his energies to
i mprove his physical and intellectual condition

For the first tine since the downfall of the free states of
antiquity was the spectacle again presented to the world by the
cities of Italy of free and rich conmunities. Cities and
territories reciprocally rose to a state of prosperity and received
a powerful inpulse in that direction fromthe Crusades. The
transport of the Crusaders and their baggage and material of war
not only benefited Italy's navigation, it afforded al so i nducenents
and opportunities for the conclusion of advantageous comerci al
relations with the East for the introduction of new industries,

i nventions, and plants, and for acquai ntance with new enjoynents.
On the other hand, the oppressions of feudal |ordship were weakened
and di m nished in mani fold ways, owing to the sane cause, tending
to the greater freedomof the cities and of the cultivation of the
soi l.

Next after Venice and Genoa, Florence becane especially
conspi cuous for her manufactures and her monetary exchange
business. Already, in the twelfth and thirteenth centuries, her
sil k and wool | en manufactures were very flourishing; the guilds of
those trades took part in the government, and under their influence
the Republic was constituted. The wool | en nmanufacture al one



enpl oyed 200 manuf actories, which produced annually 80, 000 pi eces
of cloth, the raw material for which was inported from Spain. In
addition to these, raw cloth to the amount of 300,000 gold gul den
was inported annually from Spain, France, Bel gium and Gernany,
whi ch, after being finished at Florence, was exported to the
Levant. Florence conducted the banki ng busi ness of the whol e of
Italy, and contained eighty banking establishnments.(1*) The annua
revenue of her Governnment ampunted to 300, 000 gold gulden (fifteen
mllion francs of our present noney), considerably nore than the
revenue of the kingdons of Naples and Aragon at that period, and
nmore than that of Geat Britain and Irel and under Queen

El i zabet h. (2*)

We thus see Italy in the twelfth and thirteenth centuries
possessing all the elements of national economnical prosperity, and
in respect of both conmerce and industry far in advance of al
other nations. Her agriculture and her manufactures served as
patterns and as notives for enulation to other countries. Her roads
and canals were the best in Europe. The civilised world is indebted
to her for banking institutions, the nariner's conpass, inproved
naval architecture, the system of exchanges, and a host of the nost
useful conmercial custons and commercial |laws, as well as for a
great part of its municipal and governnental institutions. Her
commercial, marine, and naval power were by far the npbst inportant
in the southern seas. She was in possession of the trade of the
world; for, with the exception of the uninportant portion of it
carried on over the northern seas, that trade was confined to the
Medi terranean and the Bl ack Sea. She supplied all nations with
manuf actures, with articles of luxury, and with tropical products,
and was supplied by themwith raw materials. One thing al one was
wanting to Italy to enable her to beconme what Engl and has becone in
our days, and because that one thing was wanting to her, every
ot her el enent of prosperity passed away from her; she | acked
national union and the power which springs fromit. The cities and
ruling powers of Italy did not act as nenbers of one body, but nade
war on and ravaged one another like independent powers and states.
Wil e these wars raged externally, each commonweal th was
successively overthrown by the internal conflicts between
denocracy, aristocracy, and autocracy. These conflicts, so
destructive to national prosperity, were stinulated and increased
by foreign powers and their invasions, and by the power of the
priesthood at honme and its pernicious influence, whereby the
separate Italian communities were arrayed agai nst one another in
two hostile factions.

How Italy thus destroyed herself may be best | earned fromthe
hi story of her maritime states. We first see Amalfi great and
powerful (fromthe eighth to the el eventh century).(3*) Her ships
covered the seas, and all the coin which passed current in Italy
and the Levant was that of Amalfi. She possessed the npbst practica
code of maritine |aws, and those laws were in force in every port
of the Mediterranean. In the twelfth century her naval power was
destroyed by Pisa, Pisa in her turn fell under the attacks of
Genoa, and CGenoa herself, after a conflict of a hundred years, was
conpel l ed to succunb to Venice

The fall of Venice herself appears to have indirectly resulted
fromthis narrow nminded policy. To a | eague of Italian naval powers
it could not have been a difficult task, not nerely to maintain and
uphol d the preponderance of Italy in Greece, Asia Mnor, the
Ar chi pel ago, and Egypt, but continually to extend and strengthen
it; or to curb the progress of the Turks on land and repress their
piracies at sea, while contesting with the Portuguese the passage
round the Cape of Good Hope.



As matters actually stood, however, Venice was not nerely |eft
to her own resources, she found herself crippled by the externa
attacks of her sister states and of the nei ghbonring European
powers.

It could not have proved a difficult task to a well-organised
| eague of Italian mlitary powers to defend the i ndependence of
Italy against the aggression of the great nonarchies. The attenpt
to formsuch a | eague was actually nmade in 1526, but then not unti
the nmonent of actual danger and only for tenporary defence. The
| ukewar mess and treachery of the | eaders and nenbers of this
| eague were the cause of the subsequent subjugation of MIlan and
the fall of the Tuscan Republic. Fromthat period nust be dated the
downfall of the industry and commerce of Italy. (4*)

In her earlier as well as in her later history Venice ained at
being a nation for herself alone. So |Iong as she had to deal only
with petty Italian powers or with decrepid G eece, she had no
difficulty in maintaining a supremacy in manufactures and commerce
through the countries bordering on the Mediterranean and Bl ack
Seas. As soon, however, as united and vigorous nations appeared on
the political stage, it becane mani fest at once that Venice was
merely a city and her aristocracy only a nmunicipal one. It is true
that she had conquered several islands and even extensive
provi nces, but she ruled over themonly as conquered territory, and
hence (according to the testinony of all historians) each conquest
i ncreased her weakness instead of her power

At the same period the spirit within the Republic by which she
had grown great gradually died away. The power and prosperity of
Venice -- the work of a patriotic and heroic aristocracy whi ch had
sprung froman energetic and liberty-1oving denocracy-naintai ned
itself and increased so long as the freedom of denobcratic energy
lent it support, and that energy was guided by the patriotism the
wi sdom and the heroic spirit of the aristocracy. But in proportion
as the aristocracy becane a despotic oligarchy, destructive of the
freedom and energi es of the people, the roots of power and
prosperity died away, notw thstanding that their branches and
| eadi ng stem appeared still to flourish for sone tine |onger.'(5%)

A nation which has fallen into slavery,' says Mntesquieu, (6%)
"strives rather to retain what it possesses than to acquire nore;
a free nation, on the contrary, strives rather to acquire than to
retain.' To this very true observation he m ght have added -- and
because anyone strives only to retain wi thout acquiring he nust
come to grief, for every nation which nakes no forward progress
sinks |ower and lower, and nust ultimately fall. Far fromstriving
to extend their comrerce and to make new di scoveries, the Venetians
never even conceived the idea of deriving benefit fromthe
di scoveries nmade by other nations. That they could be excluded from
the trade with the East Indies by the discovery of the new
commercial route thither, never occurred to themuntil they
actual ly experienced it. Wat all the rest of the world perceived
they woul d not believe; and when they began to find out the
injurious results of the altered state of things, they strove to
mai ntain the old commercial route instead of seeking to participate
in the benefits of the new one; they endeavoured to maintain by
petty intrigues what could only be won by nmaking w se use of the
altered circunstances by the spirit of enterprise and by hardi hood.
And when they at |length had | ost what they had possessed, and the
weal th of the East and West indies was pouted into Cadiz and Lisbon
instead of into their own ports, |ike sinpletons or spendthrifts
they turned their attention to al cheny. (7*)

In the tinmes when the Republic grew and flourished, to be



inscribed in the Gol den Book was regarded as a reward for

di stingui shed exertions in comerce, in industry, or in the civi

or mlitary service of the State. On that condition this honour was
open to foreigners; for exanple, to the nost distinguished of the
sil k manufacturers who had i mmigrated from Fl orence. (8*) But that
book was cl osed when nmen began to regard places of honour and State
salaries as the famly inheritance of the patrician class. At a

| ater period, when nen recogni sed the necessity of giving newlife
to the inpoverished and enfeebl ed aristocracy, the book was
reopened. But the chief title to inscriptionin it was no |onger,
as in former times, to have rendered services to the State, but the
possession of wealth and noble birth. At length the honour of being
inscribed in the Gol den Book was so little esteemed, that it

remai ned open for a century with scarcely any additional nanes.

If we inquire of History what were the causes of the downfal
of this Republic and of its conmerce, she replies that they
principally consisted in the folly, neglect, and cowardice of a
wor n-out aristocracy, and in the apathy of a people who had sunk
into slavery. The commerce and nanuf actures of Venice nust have
declined, even if the new route round the Cape of Good Hope had
never been di scovered.

The cause of it, as of the fall of all the other Italian
republics, is to be found in the absence of national unity, in the
dom nation of foreign powers, in priestly rule at hone, and in the
rise of other greater, nore powerful, and nore united nationalities
i n Europe.

If we carefully consider the comercial policy of Venice, we
see at a glance that that of nodern conmercial and manufacturing
nations is but a copy of that of Venice, only on an enlarged (i.e.
a national) scale. By navigation | aws and custons duties in each
case native vessels and native manufactures were protected agai nst
those of foreigners, and the naximthus early held good that it was
sound policy to inport raw naterials fromother states and to
export to them manufactured goods. (9*)

It has been recently asserted in defence of the principle of
absol ute and unconditional free trade, that her protective policy
was the cause of the downfall of Venice. That assertion conprises
alittle truth with a great deal of error if we investigate the
hi story of Venice with an unprejudiced eye, we find that in her
case, as in that of the great kingdons at a |later period, freedom
of international trade as well as restrictions on it have been
beneficial or prejudicial to the power and prosperity of the State
at different epochs. Unrestricted freedom of trade was benefi ci al
to the Republic in the first years of her existence; for how
ot herwi se could she have raised herself froma nere fishing village
to a comercial power? But a protective policy was al so benefici al
to her when she had arrived at a certain stage of power and wealth,
for by means of it she attained to manufacturing and conmerci al
suprenmacy. Protection first becane injurious to her when her
manuf act uri ng and conmerci al power had reached that suprenacy,
because by it all conpetition with other nations becane absolutely
excl uded, and thus indol ence was encouraged. Therefore, not the
i ntroduction of a protective policy, but perseverance in
maintaining it after the reasons for its introduction had passed
away, was really injurious to Venice

Hence the argunment to which we have adverted has this great
fault, that it takes no account of the rise of great nations under
heredi tary nmonarchy. Venice, although mistress of sone provinces
and islands, yet being all the time nerely one Italian city, stood
in conpetition, at the period of her rise to a manufacturing and
commercial power, nerely with other Italian cities; and her



prohibitory comercial policy could benefit her so long only as
whol e nations with united power did not enter into conpetition with
her. But as soon as that took place, she could only have nmaintained
her supremacy by placing herself at the head of a united Italy and
by enbracing in her comercial systemthe whole Italian nation. No
commercial policy was ever clever enough to nmmintain continuously
the commercial supremacy of a single city over united nations.

Fromthe exanple of Venice (so far as it may be adduced agai nst
a protective commercial policy at the present tine) neither nore
nor |less can be inferred than this -- that a single city or a snall
state cannot establish and maintain such a policy successfully in
conpetition with great states and ki ngdons; al so that any power
whi ch by nmeans of a protective policy has attained a position of
manuf acturi ng and commerci al suprenmacy, can (after she has attained
it) revert with advantage to the policy of free trade.

In the argunment before adverted to, as in every other when
international freedom of trade is the subject of discussion, we
meet with a m sconception which has been the parent of nuch error,
occasi oned by the misuse of the term'freedom' Freedomof trade is
spoken of in the sane terns as religious freedom and nuni ci pa
freedom Hence the friends and advocates of freedom feel thenselves
especially bound to defend freedomin all its fornms. And thus the
term'free trade' has becone popul ar without draw ng the necessary
di stinction between freedomof internal trade within the State and
freedom of trade between separate nations, notw thstanding that
these two in their nature and operation are as distinct as the
heaven is fromthe earth. For while restrictions on the interna
trade of a state are conpatible in only very few cases with the
liberty of individual citizens, in the case of international trade
the hi ghest degree of individual liberty may consist with a high
degree of protective policy. Indeed, it is even possible that the
greatest freedomof international trade may result in nationa
servitude, as we hope hereafter to show fromthe case of Poland. In
respect to this Montesqui eu says truly, 'Comerce is never
subjected to greater restrictions than in free nations, and never
subjected to | ess ones than in those under despotic
gover nnent . ' (10%*)

NOTES

1. De |'Ecluse, Florence et ses Vicissitudes, pp. 23, 26, 32, 163,
213.

2. Pechio, Histoire de |' Economi e Politique en Italie.

3. Amal fi contained at the period of her prosperity 50, 000
i nhabi tants. Flavio Guio, the inventor of the mariner's conpass,

was a citizen of Amalfi. It was the sack of Amalfi by the Pisans
(1135 or 1137) that that ancient book was discovered which |ater on
becane so injurious to the freedom and energies of Gernmany -- the
Pandect s.

4. Hence Charles V was the destroyer of commerce and industry in
Italy, as he was also in the Netherlands and in Spain. He was the
i ntroducer of nobility by patent, and of the idea that it was

di sgraceful for the nobility to carry on commrerce or manufactures
-- an idea which had the nost destructive influence on the nationa
industry. Before his tinme the contrary idea prevail ed; the Medici
continued to be engaged in comerce |long after they had becone
sovereign rulers



5. "Quand les nobles, au lien de verser |eur sang pour |la patrie,

au lieu dillustrer |'etat par des victoires et de |'agrandir par
des conquetes, n'eurent plus qu'a jouir des honneurs et a se
partager des inpots on dut se demander pourquoi il y avait huit ou
neuf cents habitants de Venice qui se disaient proprietaries de
toute la Republique." (Daru, Hi stoire de Venise, vol. iv. ch
XViii.)

6. Esprit des Lois, p. 192

7. A nmere charlatan, Marco Brasadi no, who professed to have the art
of making gold, was wel coned by the Venetian aristocracy as a
saviour. (Daru, Histoire de Venise, vol. iii. ch. xix.)

8. Venice, as Holland and Engl and subsequently did, nmade use of
every opportunity of attracting to herself manufacturing industry
and capital fromforeign states. Al so a considerable nunber of silk
manuf acturers enmigrated to Venice from Luces, where already in the
thirteenth century the manufacturer of velvets and brocades was
very flourishing, in consequence of the oppression of the Lucchese
tyrant Castruccio Castracani. (Sandu, H stoire de Venise, vol. i.
pp. 247-256.)

9. Sisnondi, Hi stoire des Republiques Italiennes, Pt. I, p. 285
10. Esprit des Lois, livre xx. ch. xii.
Chapter 2

The Hansar ds

The spirit of industry, commerce, and |liberty having attained
full influence in Italy, crossed the Al ps, perneated Gernmany, and
erected for itself a new throne on the shores of the northern seas,
the Enperor Henry |, the father of the liberator of the Italian
muni ci palities, pronoted the founding of new cities and the
enl argenent of ol der ones which were already partly established on
the sites of the ancient Roman colonies and partly in the inperia
donmai ns.

Li ke the kings of France and England at a | ater period, he and
his successors regarded the cities as the strongest counterpoise to
the aristocracy, as the richest source of revenue to the State, as
a new basis for national defence. By neans of their comrerci al
relations with the cities of Italy, their conpetition with Italian
industry, and their free institutions, these cities soon attained
to a high degree of prosperity and civilisation. Life in comon
fellowcitizenship created a spirit of progress in the arts and in
manufacture, as well as zeal to achieve distinction by wealth and
by enterprise; while, on the other hand, the acquisition of
material wealth stinmulated exertions to acquire culture and
i nprovenent in their political condition

Strong through the power of youthful freedom and of flourishing
i ndustry, but exposed to the attacks of robbers by |and and sea,
the maritime towns of Northern Germany soon felt the necessity of
a closer mutual union for protection and defence. Wth this object
Hanburg and Libeck fornmed a | eague in 1241, which before the close
of that century enbraced all the cities of any inportance on the
coasts of the Baltic and North Seas, or on the banks of the (der,
the El be, the Wser, and the Rhine (eighty-five in all). This
confederation adopted the title of the 'Hansa,' which in the Low
German dial ect signifies a | eague.



Promptly conprehendi ng what advantages the industry of
i ndividuals might derive froma union of their forces, the Hansa
lost no tine in devel oping and establishing a cormercial policy
which resulted in a degree of commercial prosperity previously
unexanpl ed. Perceiving that whatever power desires to create and
mai ntain an extensive maritine conmerce, nust possess the neans of
defending it, they created a powerful navy; being further convinced
that the naval power of any country is strong or weak in proportion
to the extent of its nercantile marine and its sea fisheries, they
enacted a | aw that Hanseatic goods should be conveyed only on board
Hanseatic vessels, and established extensive sea fisheries. The
Engl i sh navigation | aws were copied fromthose of the Hanseatic
League, just as the latter were an imtation of those of
Veni ce. (1%*)

Engl and in that respect only foll owed the exanple of those who
were her forerunners in acquiring supremacy at sea. Yet the
proposal to enact a navigation Act in the tine of the Long
Parlianment was then treated as a novel one. Adam Snith appears in
his commrent on this Act(2*) not to have known, or to have refrained
fromstating, that already for centuries before that time and on
various occasions the attenpt had been made to introduce simlar
restrictions. A proposal to that effect nmade by Parlianent in 1461
was rejected by Henry VI, and a simlar one made by Janes |,
rejected by Parliament;(3*) indeed, |ong before these two proposals
(viz. in 1381) such restrictions had been actually inposed by

Ri chard 11, though they soon proved inoperative and passed into
oblivion. The nation was evidently not then ripe for such
| egi slation. Navigation |aws, |ike other measures for protecting

native industry, are so rooted in the very nature of those nations
who feel thenmselves fitted for future industrial and conmercial
greatness, that the United States of North America before they had
fully won their independence had already at the instance of Janes
Madi son introduced restrictions on foreign shipping, and
undoubtedly with not | ess great results (as will be seen in a
future chapter) than Engl and had derived fromthema hundred and
fifty years before.

The northern princes, inpressed with the benefits which trade
with the Hansards promsed to yield to them-- inasnmuch as it gave
them t he nmeans not only of disposing of the surplus products of
their own territories, and of obtaining in exchange rmuch better
manuf actured articles than were produced at hone, but al so of
enriching their treasuries by neans of inport and export
duties, (4*) and of diverting to habits of industry their subjects
who were addicted to idleness, turbulence, and riot -- considered
it as a piece of good fortune whenever the Hansards established
factories on their territory, and endeavoured to induce themto do
so by wanting themprivil eges and favours of every kind. The kings
of Engl and were conspi cuous above all other sovereigns in this
respect.

The trade of England (says Hune) was fornerly entirely in the
hands of foreigners, but especially of the 'Easterlings'(5*) whom
Henry 111 constituted a corporation, to whom he granted privil eges,
and whom he freed fromrestrictions and inport duties to which
ot her foreign nerchants were liable. The English at that time were
so i nexperienced in conmerce that fromthe tine of Edward Il the
Hansards, under the title of 'Merchants of the Steelyard',
nmonopol i sed the entire foreign trade of the ki ngdom And as they
conducted it exclusively in their own ships, the shipping interest
of England was in a very pitiable condition.(6*)

Sone German nerchants, viz. those of Col ogne, after they had
for a long tine maintai ned conmercial intercourse with England, at



| ength established in London, in the year 1250, at the invitation
of the King, the factory which becane so cel ebrated under the nane
of 'The Steelyard' an institution which at first was so influenti al
in pronmoting culture and industry in England, but afterwards
excited so nuch national jeal ousy, and which for 375 years, unti
its ultimate dissolution, was the cause of such warm and

| ong-conti nued conflicts.

Engl and formerly stood in simlar relations with the Hanseatic
League to those in which Poland afterwards stood with the Dutch,
and Germany with the English; she supplied themw th wool, tin,
hi des, butter, and other mineral and agricultural products, and
recei ved manufactured articles in exchange. The Hansards conveyed
the raw products which they obtained from Engl and and the northern
states to their establishnment at Bruges (founded in 1252), and
exchanged themthere for Bel gian cl oths and ot her manufactures, and
for Oriental products and manufactures which cane fromltaly, which
|atter they carried back to all the countries bordering on the
nort hern seas.

A third factory of theirs, at Novgorod in Russia (established
in 1272), supplied themw th furs, flax, henp, and other raw
products in exchange for manufactures. A fourth factory, at Bergen
in Norway (al so founded in 1272), was occupied principally with
fisheries and trade in train oil and fish products. (7*)

The experience of all nations in all tinmes teaches us that
nations, so long as they remain in a state of barbarism derive
enornous benefit fromfree and unrestricted trade, by which they
can di spose of the products of the chase and those of their

pastures, forests, and agriculture -- in short, raw products of
every kind; obtaining in exchange better clothing materials,
machi nes, and utensils, as well as the precious netals -- the great

medi um of exchange and hence that at first they regard free trade
wi th approval . But experience al so shows that those very nations,
the farther advances that they make for thenselves in culture and
in industry, regard such a systemof trade with a | ess favourable
eye, and that at last they cone to regard it as injurious and as a
hi ndrance to their further progress. Such was the case with the
trade between Engl and and the Hansards. A century had scarcely

el apsed fromthe foundation of the factory of the 'Steelyard when
Edward 11 conceived the opinion that a nation mght do sonething
nmore useful and beneficial than to export raw wool and inport
wool | en cloth. He therefore endeavoured to attract Flem sh weavers
into England by granting themall kinds of privileges; and as soon
as a considerabl e nunber of themhad got to work, he issued a
prohi bition against wearing any articles nade of foreign cloth. (8*)

The wi se neasures of this king were seconded in the nost
marvel | ous manner by the foolish policy pursued by the rulers of
other countries -- a coincidence which has not unfrequently to be
noted in comercial history. If the earlier rulers of Flanders and
Brabant did everything in their power to raise their native
industry to a flourishing condition, the later ones did everything
that was cal cul ated to make the comrerci al and manufacturing
cl asses discontented and to incite themto emgration. (9%)

In the year 1413 the English woollen industry had al ready nmade
such progress that Hume could wite respecting that period, 'Geat
jeal ousy prevailed at this time against foreign nerchants, and a
nunber of restrictions were inposed on their trade, as, for
instance, that they were required to lay out in the purchase of
goods produced in England the whol e val ue which they realized from
articles which they inported into it.(10%)

Under Edward IV this jeal ousy of foreign traders rose to such



a pitch that the inportation of foreign cloth, and of many ot her
articles, was absolutely prohibited. (11*)

Not wi t hst andi ng that the king was afterwards conpelled by the
Hansards to renove this prohibition, and to reinstate themin their
ancient privileges, the English wooll en nmanufacture appears to have
been greatly pronoted by it, as is noted by Hune in treating of the
reign of Henry VII, who cane to the throne half a century |ater
than Edward | V.

'"The progress made in industry and the arts inposed linmts, in
a much nore effective way than the rigour of laws could do, to the
perni cious habit of the nobility of maintaining a great nunber of
servants. Instead of vying with one another in the nunber and
val our of their retainers, the nobility were ani nated by anot her
kind of rivalry more in accordance with the spirit of civilisation,
i nasmuch as they now sought to excel one another in the beauty of
their houses, the el egance of their equi pages, and the costliness
of their furniture. As the people could no |onger loiter about in
pernicious idleness, in the service of their chieftains and
patrons, they became conpelled, by |earning sone kind of handi work,
to make thensel ves useful to the comunity. Laws were again enacted
to prevent the export of the precious nmetals, both coined and
uncoi ned; but as these were well known to be inoperative, the
obligation was again inposed on foreign nerchants to |ay out the
whol e proceeds of goods inported by them in articles of English
manuf acture.' (12*)

In the time of Henry VIII the prices of all articles of food
had considerably risen, owing to the great nunmber of foreign
manufacturers in London; a sure sign of the great benefit which the
hone agricultural industry derived fromthe devel opnment of hone
manuf acturi ng i ndustry.

The king, however, totally m sjudging the causes and the
operation of this phenonmenon, gave ear to the unjust conplaints of
the English against the foreign nanufacturers, whom the former
perceived to have al ways excelled thenselves in skill, industry,
and frugality. An order of the Privy Council decreed the expul sion
of 15,000 Belgian artificers, 'because they had nade all provisions
dearer, and had exposed the nation to the risk of a famne.' In
order to strike at the root of this evil, laws were enacted to
limt personal expenditure, to regulate the style of dress, the
prices of provisions, and the rate of wages. This policy naturally
was warmy approved by the Hansards, who acted towards this king in
the same spirit of good-will which they had previously D splayed
towards all those forner kings of England whose policy had favoured
their interests, and which in our days the English display towards
the kings of Portugal -- they placed their ships of war at his
di sposition. During this king's whole reign the trade of the
Hansards with England was very active. They possessed both ships
and capital, and knew, not |ess cleverly than the English do in our
days, how to acquire influence over peoples and governnments who did
not thoroughly understand their own interests. Only their arguments
rested on quite a different basis fromthose of the trade
nmonopol i sts of our day. The Hansards based their claimto supply
all countries with manufactures on actual treaties and on
i mrenori al possession of the trade, whilst the English in our day
base a simlar claimon a nere theory, which has for its author one
of their own Custom house officials. The latter demand in the nane
of a pretended science, what the fornmer clainmed in the nanme of
actual treaties and of justice.

In the reign of Edward VI the Privy Council sought for and
found pretexts for abolishing the privileges of the ' Merchants of
the Steelyard.' The Hansards nade strong protests against this



i nnovation. But the Privy Council persevered in its determ nation,
and the step was soon followed by the nobst beneficial results to
the nation. The English nerchants possessed great advantages over
the foreign ones, on account of their position as dwellers in the
country, in the purchase of cloths, wool, and other articles,
advant ages which up to that tine they had not so clearly perceived
as to induce themto venture into conpetition with such a wealthy
conpany. But fromthe tine when all foreign nerchants were
subj ected to the sane comercial restrictions, the English were
stinmulated to enterprise, and the spirit of enterprise was diffused
over the whol e ki ngdom (13*)

After the Hansards had continued for sone years to be entirely
excluded froma market which they had for three centuries
previ ously possessed as exclusively as England in our days
possesses the markets of Gernany and the United States, they were
reinstated by Queen Mary in all their ancient privileges owing to
representations nade by the German Enperor.(14*) But their joy was
this tinme of short duration. Being earnestly Desirous not nerely of
mai ntai ni ng these privileges, but of increasing them they nade
strong conplaints at the beginning of the reign of Elizabeth of the
treatnment to which they had been subjected under Edward VI and
Mary. Elizabeth prudently replied that 'she had no power to alter

anyt hing, but she would willingly protect themstill in the
possession of those privileges and inmunities which they then
possessed.' This reply, however, did not satisfy themat all. Sone

time afterwards their trade was further suspended, to the great
advant age of the English nerchants, who now had an opportunity of
showi ng of what they were capable; they gained control over the
entire export trade of their own country, and their efforts were
crowned with conpl ete success. They divided thenselves into

"stapl ers and nerchant adventurers,' the former carrying on

busi ness in sonme one place, the latter seeking their fortune in
foreign cities and states with cloth and other English

manuf actures. This excited the jeal ousy of the Hansards so greatly,
that they left no neans untried to draw down on the English traders
the ill opinion of other nations. At |ength, on August 1, 1597,
they gained an inperial edict, by which all trade within the German
Enpire was forbidden to English merchants The Queen replied (on
January 13, 1598) by proclamation, in consequence of which she
sought reprisals by seizing sixty Hanseatic vessels which were
engaged in contraband trade with Spain. In taking this step she had
at first only intended, by restoring the vessels, to bring about a
better understanding with the Hansards. But when she was inforned
that a general Hanseatic assenbly was being held in the city of
Libeck in order to concert neasures for harassing the export trade
of Engl and, she caused all these vessels with their cargoes to be
confiscated, and then rel eased two of them which she sent to
Libeck with the message that she felt the greatest contenpt for the
Hanseatic League and all their proceedi ngs and neasures. (15*)

Thus Elizabeth acted towards these nerchants, who had | ent
their ships to her father and to so many English kings to fight
their battles; who had been courted by all the potentates of
Europe; who had treated the kings of Denmark and Sweden as their
vassals for centuries, and invited theminto their territories and
expel l ed them as they pl eased; who had col onised and civilised all
the southeastern coasts of the Baltic, and freed all seas from
piracy; who not very long before had, with sword in hand, conpelled
a king of England to recognise their privileges; to whomon nore
than one occasion English kings had given their crowns in pledge
for | oans; and who had once carried their cruelty and insol ence



towards England so far as to drown a hundred English fishernen
because they had ventured to approach their fishing grounds. The
Hansards, indeed, still possessed sufficient power to have avenged
this conduct of the queen of England; but their ancient courage,
their mighty spirit of enterprise, the power inspired by freedom
and by co-operation, had passed fromthem They dwi ndl ed gradually
into powerlessness until at length, in 1630, their League was
formally dissolved, after they had supplicated every court in
Europe for inmport privileges, and had everywhere been repul sed with
scorn.

Many external causes, besides the internal ones which we have
to mention hereafter, contributed to their fall. Denmark and Sweden
sought to avenge thenselves for the position of dependence in which
they had been so I ong held by the League, and placed all possible
obstructions in the way of its comrerce. The czars of Russia had
conferred privil eges on an English conpany. The order of Teutonic
kni ghts, who had for centuries been the allies as well as
(originally) the children of the League, declined and was
di ssol ved. The Dutch and the English drove them out of all narkets,
and supplanted themin every court. Finally, the discovery of the
route to the East indies by the Cape of Good Hope, operated nost
seriously to their disadvantage.

These | eaguers, who during the period of their mght and
prosperity had scarcely deened an alliance with the German Enpire
as worthy of consideration, nowin their tine of need betook
thenselves to the Gernman Reichstag and represented to that body
that the English exported annually 200, 000 pi eces of cloth, of
which a great proportion went to Germany, and that the only neans
wher eby the League could regain its ancient privileges in England,
was to prohibit the inport of English cloth into Germany. According
to Anderson, a decree of the Reichstag to that effect was seriously
contenplated, if not actually drawn up, but that author asserts
that G lpin, the English anmbassador to the Reichstag, contrived to
prevent its being passed. A hundred and fifty years after the
formal dissolution of the Hanseatic League, so conpletely had al
menory of its forner greatness di sappeared in the Hanseatic cities
that Justus Miser asserts (in sone passage in his works) that when
he visited those cities, and narrated to their nerchants the power
and greatness which their predecessors had enjoyed, they would
scarcely believe him Hanburg, fornmerly the terror of pirates in
every sea, and renowned throughout Christendomfor the services
whi ch she had rendered to civilisation in suppressing sea-robbers,
had sunk so low that she had to purchase safety for her vessels by
payi ng an annual tribute to the pirates of Al giers. Afterwards,
when the domi nion of the seas had passed into the hands of the
Dut ch another policy becane prevalent in reference to piracy. Wen
the Hanseatic League were suprene at sea, the pirate was considered
as the eneny of the civilised world, and extirpated wherever that
was possible. The Dutch, on the contrary, regarded the corsairs of
Barbary as useful partisans, by whose neans the mari ne comrerce of
other nations could be destroyed in tines of peace, to the
advant age of the Dutch. Anderson avails hinself of the quotation of
an observation of De Wtt in favour of this policy to nake the
| aconi ¢ conment, 'Fas est et ab hoste doceri', a piece of advice
which, in spite of its brevity, his countrynmen conprehended and
followed so well that the English, to the disgrace of Christianity,
tol erated even until our days the aboni nabl e doings of the
sea-robbers on the North African coasts, until the French perfornmed
the great service to civilisation of extirpating them (16*)

The commerce of these Hanseatic cities was not a national one;
it was neither based on the equal preponderance and perfect



devel opment of internal powers of production, nor sustained by
adequate political power. The bonds which held together the nmenbers
of the League were too lax, the striving anong them for predoni nant
power and for separate interests (or, as the Swiss or the Anericans
woul d say, the cantonal spirit, the spirit of separate state right)
was too predom nant, and superseded Hanseatic patriotism which
al one coul d have caused the general conmon weal of the League to be
consi dered before the private interests of individual cities. Hence
arose jeal ousies, and not unfrequently treachery. Thus Col ogne
turned to her own private advantage the hostility of England
towards the League, and Hanburg sought to utilise for her own
advantage a quarrel which arose between Dennmark and Libeck

The Hanseatic cities did not base their conmerce on the
production and consunption, the agriculture or the manufactures, of
the land to which their nerchants bel onged. They had negl ected to
favour in any way the agricultural industry of their own
fatherland, while that of foreign |ands was greatly stinulated by
their comrerce. They found it nore convenient to purchase
manuf act ured goods in Belgium than to establish manufactories in
their own country. They encouraged and pronoted the agriculture of
Pol and, the sheep-farm ng of England, the iron industry of Sweden,
and the manufactures of Belgium They acted for centuries on the
maxi m whi ch the theoretical econom sts of our day conmend to al
nations for adoption -- they 'bought only in the cheapest market.'
But when the nations from whomthey bought, and those to whomthey
sol d, excluded themfromtheir markets, neither their own native
agriculture nor their own manufacturing industry was sufficiently
devel oped to furnish enploynent for their surplus comercia
capital. it consequently flowed over into Holland and Engl and, and
thus went to increase the industry, the wealth, and the power of
their enemes; a striking proof that nere private industry when
left to followits own course does not always pronote the
prosperity and the power of nations. In their exclusive efforts to
gain material wealth, these cities had utterly neglected the
pronotion of their political interests. During the period of their
power, they appeared no longer to belong at all to the German
Enpire. It flattered these selfish, proud citizens, within their
circunscribed territories, to find thensel ves courted by enperors,
kings, and princes, and to act the part of sovereigns of the seas.
How easy would it have been for themduring the period of their
maritime supremacy, in conbination with the cities of North
Germany, to have founded a powerful Lower House as a counterpoise
to the aristocracy of the enpire, and by neans of the inperial
power to have thus brought about national unity -- to have united
under one nationality the whol e sea-coast fromDunkirk to Riga --
and by these neans to have won and naintai ned for the German nation
suprenacy i n manufactures, comerce, and maritinme power. But in
fact, when the sceptre of the seas fell fromtheir grasp, they had
not sufficient influence left to induce the German Reichstag to
regard their conmerce as a matter of national concern. On the
contrary, the Gernan aristocracy did all in their power thoroughly
to oppress these hunbled citizens. Their inland cities fel
gradual | y under the absol ute domi nion of the various princes, and
hence their maritinme ones were deprived of their inland
connecti ons.

Al'l these faults had been avoi ded by Engl and. Her nerchant
shi ppi ng and her foreign comrerce rested on the solid basis of her
native agriculture and native industry; her internal trade
devel oped itself in just proportion to her foreign trade, and
i ndi vi dual freedom grew up without prejudice to national unity or



to national power: in her case the interests of the Crown, the
ari stocracy, and the people becane consolidated and united in the
happi est manner.

If these historical facts are duly consi dered, can anyone
possibly maintain that the English could ever have so wi dely
ext ended their manufacturing power, acquired such an i mreasurably
great conmerce, or attained such overwhel mi ng naval power, save by
means of the conmercial policy which they adopted and pursued? No;
the assertion that the English have attained to their present
commer ci al eni nence and power, not by neans of their comercial
policy, but in spite of it, appears to us to be one of the greatest
fal sehoods pronmul gated in the present century.

Had the English left everything to itself -- 'Laissé faire et
| ai ssé aller,' as the popul ar econom cal school recomends -- the
merchants of the Steelyard would be still carrying on their trade
i n London, the Belgians would be still manufacturing cloth for the
Engl i sh, England would have still continued to be the sheep-farm of
the Hansards, just as Portugal became the vineyard of England, and
has remained so till our days, owing to the stratagem of a cunning

di plomatist. Indeed, it is nmore than probable that w thout her
commer ci al policy England woul d never have attained to such a | arge
measure of rmunicipal and individual freedom as she now possesses,
for such freedomis the daughter of industry and of wealth.

In view of such historical considerations, how has it happened
that Adam Snith has never attenpted to follow the history of the
i ndustrial and comrercial rivalry between the Hanseatic League and

England fromits origin until its close? Yet sonme passages in his
wor k show clearly that he was not unacquainted with the causes of
the fall of the League and its results. 'A nerchant,' he says, 'is

not necessarily the citizen of any particular country. It is in a
great neasure indifferent to himfromwhat place he carries on his
trade; and a very trifling disgust will nake himrenove his
capital, and together with it all the industry which it supports,
fromone country to another. No part of it can be said to belong to
any particular country till it has been spread, as it were, over
the face of that country, either in buildings or in the |asting

i mprovenent of |ands. No vestige now remains of the great wealth
said to have been possessed by the greater part of the Hanse Towns
except in the obscure histories of the thirteenth and fourteenth
centuries. it is even uncertain where some of them were situated,
or to what towns in Europe the Latin names given to sone of them
bel ong. ' (17*)

How strange that Adam Smith, having such a clear insight into
the secondary causes of the downfall of the Hanseatic League, did
not feel hinself conpelled to examne into its primary causes! For
this purpose it would not have been at all necessary to have
ascertained the sites where the fallen cities had stood, or to
whi ch cities belonged the Latin names in the obscure chronicles. He
need not even have consulted those chronicles at all. H s own
count rymen, Anderson, Macpherson, King, and Hune coul d have
af forded himthe necessary expl anati on.

How, therefore, and for what reason could such a profound
inquirer permit hinmself to abstain froman investigation at once so
interesting and so fruitful in results? W can see no other reason
than this -- that it would have led to conclusions which would have
tended but little to support his principle of absolute free trade.
He woul d infallibly have been confronted with the fact that after
free commercial intercourse with the Hansards had rai sed English
agriculture froma state of barbarism the protective comrercial
policy adopted by the English nation at the expense of the
Hansards, the Bel gi ans, and the Dutch hel ped England to attain to



manuf acturi ng supremacy, and that fromthe latter, aided by her
Navi gation Acts, arose her conmercial suprenacy.

These facts, it would appear, Adam Smith was not willing to
know or to acknow edge; for indeed they belong to the category of
those inconvenient facts of which J.B. Say observes that they would
have proved very adverse to his system

NOTES

1. Anderson, Oigins of Conmerce, pt. |, p. 46.
2. Wealth of Nations, Book IV, ch. ii.

3. Hune, History of England, Part |V, ch. xxi

4. The revenues of the kings of England were derived at that tinme
more from export duties than frominport duties. Freedom of export
and duties on imports (viz. of manufactures) betoken at once an
advanced state of industry and an enlightened State adninistration
The governments and countries of the North stood at about the sane
stage of culture and statemanship as the Sublinme Porte does in our
day. The Sultan has, notably, only recently concluded conmmrercia
treaties, by which he engages not to tax exports of raw materials
and manufactures higher than fourteen per cent but inports not

hi gher than five per cent. And there accordingly that system of

fi nance which professes to regard revenue as its chief object
continues in full operation. Those statesnmen and public witers who
foll ow or advocate that system ought to betake thenselves to
Turkey; there they mght really stand at the head of the tines.

5. The Hansards were fornerly terned 'Easterlings' or Eastern
merchants, in England, in contradistinction to those of the West,
or the Belgians and Dutch. Fromthis termis derived 'sterling or
"pound sterling', an abbreviation of the word ' Easterlings' because
fornmerly all the coin in circulation in England was that of the
Hanseati c League

6. Hume, History of England, ch. xxxv.

7. M |. Sartorius, Geschichte der Hansa

8. Il Edward IIl, cap. 5.

9. Rynmer's Foedera, p. 496. De Wtte, Interest of Holland, p. 45.
10. Hume, History of England, chap. xxv.

11. Edward 1V, cap. iv. The preanble to this Act is so
characteristic that we cannot refrain fromquoting it verbatim

"Whereas to the said Parlianment, by the artificers nmen and
woren i nhabitant and resident in the city of London and in other
cities, towns, boroughs and villages within this real mand Wl es,
it has been piteously shewed and conpl ai ned, how that all they in
general and every of themhe greatly inpoverished and nuch injured
and prejudiced of their worldly increase and living, by the great
mul titude of divers chaffers and wares pertaining to their
mysteries and occupations, being fully wought and ready nade to
sale, as well by the hand of strangers being the king's enem es as
others, brought into this realmand Wal es from beyond the sea, as
wel | by nerchant strangers as deni zens or other persons, whereof
the greatest part is deceitful and nothing worth in regard of any
man' s occupation or profits, by occasi on whereof the said



artificers cannot live by their nysteries and occupations, as they
used to do in tinmes past, but divers of them-- as well

househol ders as hirelings and other servants and apprentices -- in
great nunmber be at this day unoccupied, and do hardly live, in
great idleness, poverty and ruin, whereby many inconveni ences have
grown before this tinme, and hereafter nore are like to conme (which
God defend), if due renedy be not in their behalf provided.

12. Hume, chap. xxvi.

13. Hume, chap. xxxv; also Sir J. Hayward, Life and Reign of Edward
VI .

14. Hume, chap. xxxvii; Heylyn.
15. Campbell's Lives of the Admirals, vol. i, p. 386

16. Qur author woul d appear to have forgotten, or else unfairly
i gnored, the exploits of the British fleet under Lord Exnouth.

17. Smith, Wealth of Nations, Book IIl, ch. iv.

Chapter 3
The Net herl anders

In respect to tenperanent and manners, to the origin and
| anguage of their inhabitants, no less than to their politica
connecti on and geographi cal position, Holland, Flanders, and
Brabant constituted portions of the Gernman Enpire. The nore
frequent visits of Charlemagne and his residence in the vicinity of
these countries nust have exercised a much nmore powerful influence
on their civilisation than on that of nore distant Gernan
territories. Furthernore, Flanders and Brabant were specially
favoured by nature as respects agriculture and manufactures, as
Hol | and was as respects cattle-farn ng and commer ce.

Nowhere in Germany was internal trade so powerfully ai ded by
ext ensi ve and excellent sea and river navigation as in these
maritime states. The beneficial effects of these neans of water
transport on the inprovenent of agriculture and on the growth of
the towns rmust in these countries, even at an early period, have
led to the removal of inpedi nents which hindered their progress and
to the construction of artificial canals. The prosperity of
Fl anders was especially pronoted by the circumnmstance that her
ruling Counts recogni sed the value of public security, of good
roads, manufactures, and flourishing cities before all other Gernan
pot ent at es, Favoured by the nature of their territory, they devoted
thenselves with zeal to the extirpation of the robber knights and
of wild beasts. Active commercial intercourse between the cities
and the country, the extension of cattle-farm ng, especially of
sheep, and of the culture of flax and henp, naturally followed; and
wherever the raw material is abundantly produced, and security of
property and of intercourse is maintained, |abour and skill for
working up that material will soon be found. Meanwhile the Counts
of Flanders did not wait until chance should furnish themwth
wool | en weavers, for history inforns us that they inmported such
artificers fromforeign countries.

Supported by the reciprocal trade of the Hanseatic League and
of Rolland, Flanders soon rose by her woollen manufactures to be
the central point of the comrerce of the North, just as Venice by
her industry and her shipping had become the centre of the comerce



of the South. The nerchant shipping, and reciprocal trade of the
Hanseatic League and the Dutch, together with the nmanufacturing
trade of Flanders, constituted one great whole, a real nationa

i ndustry. A policy of comercial restriction could not in their
case be deened necessary, because as yet no conpetition had arisen
agai nst the manufacturing supremacy of Fl anders. That under such

ci rcunstances manufacturing industry thrives best under free trade,
the Counts of Flanders understood wi thout having read Adam Smit h.
Quite in the spirit of the present popular theory, Count Robert
I'1l, when the King of England requested himto exclude the Scotch
fromthe Flenmi sh markets, replied, 'Flanders has al ways consi dered
herself a free market for all nations, and it does not consist with
her interests to depart fromthat principle.'

After Flanders had continued for centuries to be the chief
manuf acturi ng country, and Bruges the chief nmarket, of Northern
Europe, their manufactures and comerce passed over to the
nei ghbouring province of Brabant, because the Counts of Flanders
woul d not continue to grant themthose concessions to which in the
period of their great prosperity they had laid claim Antwerp then
becane the principal seat of comrerce, and Louvain the chi ef
manufacturing city of Northern Europe. In consequence of this
change of circunstances, the agriculture of Brabant soon rose to a
hi gh state of prosperity. The change in early tinmes from paynent of

imposts in kind to their paynent in noney, and, above all, the
limtation of the feudal system also tended especially to its
advant age.

In the neantine the Dutch, who appeared nore and nore upon the
scene, with united power, as rivals to the Hanseatic League, laid
the foundation of their future power at sea. Nature had conferred
benefits on this small nation both by her frowns and smles. Their
perpetual contests with the inroads of the sea necessarily
devel oped in thema spirit of enterprise, industry, and thrift,
whil e the |l and which they had reclaimed and protected by such
i ndescri babl e exertions nust have seenmed to thema property to
whi ch too rmuch care could not be devoted. Restricted by Nature
herself to the pursuits of navigation, of fisheries, and the
production of nmeat, cheese, and butter, the Dutch were conpelled to
supply their requirements of grain, tinber, fuel, and cl othing
materials by their marine carrying trade, their exports of dairy
produce, and their fisheries.

Those were the principal causes why the Hansards were at a
| ater period gradually excluded by the Dutch fromthe trade with
the north-eastern countries. The Dutch required to inport far
greater quantities of agricultural produce and of tinber than did
the Hansards, who were chiefly supplied with these articles by the
territories immediately adjoining their cities. And, further, the
vicinity to Holland of the Bel gian manufacturing districts, and of
the Rhine with its extensive, fertile, and vine-clad banks, and its
stream navi gabl e up to the nountains of Switzerland, constituted
great advantages for the Dutch

It may be considered as an axi omthat the conmerce and
prosperity of countries on the sea coast is dependent on the
greater or |less magnitude of the river territories with which they
have comuni cation by water.(1*) If we ook at the map of Italy, we
shall find in the great extent and fertility of the valley of the
Po the natural reason why the conmmerce of Venice so greatly
surpassed that of Genoa or of Pisa. The trade of Holland has its
chief sources in the territories watered by the Rhine and its
tributary streans, and in the sane proportion as these territories
were nuch richer and nore fertile than those watered by the El be
and the Weser nust the commerce of Holland exceed that of the Hanse



Towns. To the advantages above named was added anot her fortunate
incident -- the invention by Peter Bockels of the best nobde of
salting herrings. The best npbde of catching and of 'bdckelling
these fish (the latter termderived fromthe inventor) remained for
a long period a secret known only to the Dutch, by which they knew
how to prepare their herrings with a peculiar excellence surpassing
those of all other persons engaged in sea fishery, and secured for
thenselves a preference in the markets as well as better

prices. (2*) Anderson alleges that after the | apse of centuries from
the date of these inventions in Holland, the English and Scotch
fishermen, notw thstanding their enjoynment of a considerable bounty
on export, could not find purchasers for their herrings in foreign
mar kets, eves at nuch |lower prices, in conpetition with the Dutch
If we bear in mnd how great was the consunption of sea fish in all
countries before the Reformation, we can well give credit to the
fact that at a tinme when the Hanseatic shipping trade had al ready
begun to decline, the Dutch found occasion for building 2,000 new
vessel s annual | y.

Fromthe period when all the Bel gian and Batavi an provi nces
were united under the dom nion of the House of Burgundy, these
countries partly acquired the great benefit of national unity, a
circunstance whi ch nust not be left out of sight in connection with
Hol I and' s success in naritine trade in conpetition with the cities
of Northern Germany. Under the Enperor Charles V the United
Net herl ands constituted a nass of power and capacity which would
have insured to their inperial ruler supremacy over the world, both
by land and at sea, far nore effectually than all the gold m nes on
earth and all the papal favours and bulls could have done, had he
only conprehended the nature of those powers and known how to
direct and to nake use of them

Had Charles V cast away fromhimthe crowm of Spain as a nman
casts away a burdensone stone which threatens to drag himdown a
preci pice, how different woul d have been the destiny of the Dutch
and the Gernman peoples! As Ruler of the United Netherl ands, as
Enperor of Germany, and as Head of the Reformation, Charles
possessed all the requisite neans, both material and intellectual,
for establishing the mghtiest industrial and commercial enpire,
the greatest mlitary and naval power which had ever existed -- a
maritime power which would have united under one flag all the
shipping fromDunkirk as far as Riga.

The conception of but one idea, the exercise of but one nan's
will, were all that were seeded to have raised Gernmany to the
position of the wealthiest and mghtiest enpire in the world, to
have extended her manufacturing and comercial suprenacy over every
quarter of the globe, and probably to have naintained it thus for
many centuri es.

Charles V and his norose son followed the exactly opposite
policy. Placing thensel ves at the head of the fanatical party, they
made it their chief object to hispanicise the Netherlands. The
result of that policy is matter of history. The northern Dutch
provi nces, strong by neans of the el enent over which they were
suprene, conquered their independence. In the southern provinces
industry, the arts, and commerce, perished under the hand of the
executioner, save only where they managed to escape that fate by
emgrating to other countries. Ansterdam becane the central point
of the world's conmerce instead of Antwerp. The cities of Holl and,
which already at an earlier period, in consequence of the
di sturbances in Brabant, had attracted a great nunber of Bel gi an
wool | en weavers, had now not room enough to afford refuge to al
the Bel gian fugitives, of whom a great nunmber were consequently



conpelled to em grate to England and to Saxony.

The struggle for liberty begot in Holland an heroic spirit at
sea, to which nothing appeared too difficult or too adventurous,
while on the contrary the spirit of fanaticismenfeebled the very
nerves of Spain. Holland enriched herself principally by
privateering agai nst Spain, especially by the capture of the
Spani sh treasure fleets. By that nmeans she carried on an enornous
contraband trade with the Peninsula and with Bel gium After the
uni on of Portugal with Spain, Holland becane possessed of the npst
i mportant Portuguese colonies in the East indies, and acquired a
part of Brazil. Up to the first half of the seventeenth century the
Dut ch surpassed the English in respect of nmanufactures and of
col oni al possessions, of commerce and of navigation, as greatly as
in our times the English have surpassed the French in these
respects. But with the English Revolution a mghty change devel oped
itself. The spirit of freedom had becone only a citizen spirit in
Holland. As in all nmere mercantile aristocracies, all went on well
for atine; so long as the preservation of life and |inbs and of
property, and nmere material advantages, were the objects clearly in
vi ew, they showed thensel ves capabl e of great deeds. But
statesmanshi p of a nore profound character was beyond their ken
They did not perceive that the supremacy which they had won, could
only be maintained if it were based on a great nationality and
supported by a mighty national spirit. On the other hand, those
states which had devel oped their nationality on a large scal e by
means of nonarchy, but which were yet behindhand in respect of
commerce and industry, becane animated by a sentinment of shane that
so snmall a country as Holland should act the part of naster over
themin manufactures and commerce, in fisheries, and naval power.
In England this sentinent was acconpani ed by all the energy of the
new born Republic. The Navigation Laws were the chall enge gl ove
whi ch the rising supremacy of England cast into the face of the
reigning supremacy of Holland. And when the conflict cane, it
becane evident that the English nationality was of far |arger
calibre than that of the Dutch. The result could not remain
doubt f ul

The exampl e of Engl and was foll owed by France. Col bert had
estimated that the entire marine transport trade enpl oyed about
20, 000 vessel s, of which 16,000 were owned by the Dutch -- a nunber
al t oget her out of proportion for so snmall a nation. |In consequence
of the succession of the Bourbons to the Spanish throne, France was
enabled to extend her trade over the Peninsula (to the great
di sadvant age of the Dutch), and equally so in the Levant.

Si mul t aneously the protection by France of her native manufactures,
navi gation, and fisheries, nade i nmense inroads on the industry and
conmmerce of Hol | and.

Engl and had gained from Hol |l and the greater part of the trade
of the latter with the northern European states, her contraband
trade with Spain and the Spanish colonies, and the greater part of
her trade with the East and West |ndies, and of her fisheries. But
the nost serious blow was inflicted on her by the Methuen Treaty of
1703. Fromthat the commerce of Holland with Portugal, the
Port uguese col onies, and the East indies, received a deadly wound.

When Hol | and thus commenced to | ose so |large a portion of her
foreign trade, the sane result took place which had previously been
experienced by the Hanseatic cities and by Venice : the material
and nmental capital which could now find no enploynment in Holland,
was diverted by emigration or in the shape of |oans to those
countries which had acquired the suprenmacy from Hol |l and whi ch she
had previously possessed.

If Holland in union with Belgium wth the Rhenish districts,



and with North Gernmany, had constituted one national territory, it
woul d have been difficult for England and France to have weakened
her naval power, her foreign comrerce, and her internal industry by
wars and by commercial policy, as they succeeded in doing. A nation
such as that woul d have been, could have placed in conpetition with
the commercial systens of other nations a comercial system of her
own. And if owing to the devel opnent of the manufactures of those
other nations her industry suffered sone injury, her own interna
resources, aided by founding col oni es abroad, would have abundantly
made good that |oss. Holland suffered decline because she, a nere
strip of sea coast, inhabited by a small popul ati on of Gernman
fishernmen, sailors, nmerchants, and dairy farners, endeavoured to
constitute herself a national power, while she considered and acted
towards the inland territory at her back (of which she properly
fornmed a part) as a foreign |and.

The exanmple of Holland, |like that of Belgium of the Hanseatic
cities, and of the italian republics, teaches us that nmere private
i ndustry does not suffice to mmintain the conmerce, industry, and
wealth of entire states and nations, if the public circunstances
under which it is carried on are unfavourable to it; and further,
that the greater part of the productive powers of individuals are
derived fromthe political constitution of the governnent and from
the power of the nation. The agricultural industry of Bel gi um
becane fl ourishing again under Austrian rule. Wen united to France
her manufacturing industry rose again to its ancient inmmense
extent. Holland by herself was never in a position to establish and
mai ntain an i ndependent commercial system of her own in conpetition
with great nations. But when by nmeans of her union wth Bel gi um
after the general peace (in 1815) her internal resources,
popul ation, and national territory were increased to such an extent
that she could rank herself anbng the great nationalities, and
becane possessed in herself of a great nmass and variety of
productive powers, we see the protective systemestablished also in
the Net herl ands, and under its influence agriculture, nanufactures,
and comrerce nmake a renmarkabl e advance. This uni on has now been
agai n dissolved (owing to causes which lie outside the scope and
pur pose of our present work), and thus the protective systemin
Hol | and has been deprived of the basis on which it rested, while in
Belgiumit is still maintained.

Hol I and is now nmai ntai ned by her col onies and by her transport
trade with Germany. But the next great naval war may easily deprive
her of the fornmer; and the nore the German Zollverein attains to a
clear perception of its interests, and to the exercise of its
powers, the nore clearly will it recogni ze the necessity of
including Holland within the Zollverein.

NOTES

1. The construction of good roads, and still nore of railways,
whi ch has taken place in quite recent tines, has materially
nmodi fied this axi om

2. It has been recently stated that the excellence of the Dutch
herrings is attributable not only to the superior nethods above
naned, but also to the casks in which they are 'bdckelled and

exported being constructed of oak.

Chapter 4

The English



In our account of the Hanseatic League we have shown how in
Engl and agriculture and sheep farm ng have been pronoted by foreign
trade; how at a subsequent period, through the inmgration of
foreign artificers, fleeing frompersecution in their native |and,
and also owing to the fostering neasures adopted by the British
CGovernment, the English wool | en manufacturing industry had
gradual ly attained to a flourishing condition; and how, as a direct
consequence of that progress in manufacturing industry, as well as
of the wi se and energetic nmeasures adopted by Queen Elizabeth, al
the foreign trade which formerly had been nonopolised by foreigners
had been successfully diverted into the hands of the merchants at
home.

bef ore we continue our exposition of the devel opment of English
nati onal econony fromthe point where we left off in Chapter 2, we
venture here to nake a few remarks as to the origin of British
i ndustry.

The source and origin of England s industrial and comercia
great ness must be traced mainly to the breeding of sheep and to the
wool | en manuf act ur e.

before the first appearance of the Hansards on British soil the
agriculture of England was unskil ful and her sheep farm ng of
little inmportance. There was a scarcity of winter fodder for the
cattle, consequently a large proportion had to be slaughtered in
autumm, and hence both stock and manure were ali ke deficient. Just
as in all uncultivated territories -- as formerly in Gernmany, and
in the uncleared districts, of Arerica up to the present tine --
hog breedi ng furni shed the principal supply of neat, and that for
obvi ous reasons. The pigs needed little care -- foraged for
thensel ves, and found a plentiful supply of food on the waste | ands
and in the forests; and by keeping only a noderate nunber of
breedi ng sows through the winter, one was sure in the follow ng
spring of possessing consi derabl e herds.

but with the gromh of foreign trade hog breeding dim nished,
sheep farm ng assunmed | arger proportions, and agriculture and the
breedi ng of horned cattle rapidly inproved.

Hume, in his 'Hi story of England,' (1*) gives a very interesting
account of the condition of English agriculture at the beginning of
the fourteenth century:

"In the year 1327 Lord Spencer counted upon 63 estates in his
possessi on, 28,000 sheep, 1,000 oxen, 1,200 cows, 560 horses, and
2,000 hogs: giving a proportion of 450 sheep, 35 head of cattle, 9
horses, and 22 hogs to each estate.

Fromthis statenent we may perceive how greatly, even in those
early days, the nunmber of sheep in England exceeded that of all the
ot her domestic animals put together. The great advantages derived
by the English aristocracy fromthe business of sheep farnm ng gave
theman interest in industry and in inproved nethods of agriculture
even at that early period, when noblenen in nost Continental states
knew no better node of utilising the greater part of their
possessions than by preserving | arge herds of deer, and when they
knew no nore honourabl e occupati on than harassing the nei ghbouring
cities and their trade by hostilities of various kinds.

And at this period, as has been the case in Hungary nore
recently, the flocks so greatly increased that many estates coul d
boast of the possession of from 10,000 to 24,000 sheep. Under these
circunstances it necessarily followed that, under the protection
af forded by the measures introduced by Queen Elizabeth, the woollen
manuf act ure, which had al ready progressed very considerably in the
days of fornmer English rulers, should rapidly reach a very high
degree of prosperity.(2*)



In the petition of the Hansards to the Inperial Diet, mentioned
in Chapter 11, which prayed for the enactnment of retaliatory
measur es, England's export of cloth was estinated at 200, 000
pi eces; while in the days of Janmes | the total value of English
cloths exported had al ready reached the prodi gi ous anmount of two
mllion pounds sterling, while in the year 1354 the total noney
val ue of the wool exported had anpunted only to 277,000 |., and
that of all other articles of export to no nore than 16,400 |. Down
to the reign of the last-naned nonarch the great bulk of the cloth
manufactured in England used to be exported to belgiumin the rough
state and was there dyed and dressed; but owing to the neasures of
protection and encouragenent introduced under Janes | and Charles
I the art of dressing cloth in England attained so high a pitch of
perfection that thenceforward the inportation of the finer
descriptions of cloth nearly ceased, while only dyed and finely
dressed cl oths were export ed.

In order fully to appreciate the inportance of these results of
the English comrercial policy, it nust be here observed that, prior
to the great devel opnent of the linen, cotton, silk, and iron
manufactures in recent tinmes, the manufacture of cloth constituted
by far the largest proportion of the nmedium of exchange in the
trade with all European nations, particularly with the northern
ki ngdoms, as well as in the commercial intercourse with the Levant
and the East and West Indies. To what a great extent this was the
case we may infer fromthe undoubted fact that as far back as the
days of James | the export of woollen manufactures represented
nine-tenths of all the English exports put together. (3%)

Thi s branch of manufacture enabl ed England to drive the
Hanseati c League out of the nmarkets of Russia, Sweden, Norway, and
Denmark, and to acquire for herself the best part of the profits
attaching to the trade with the Levant and the East and West
Indies. It was this industry that stimulated that of coal mining,
whi ch again gave rise to an extensive coasting trade and the
fisheries, both which, as constituting the basis of naval power,
render ed possi bl e the passing of the fanpbus Navi gati on Laws which
really laid the foundation of England's maritine suprenmacy. It was
round the woollen industry of England that all other branches of
manuf acture grew up as round a common parent stem and it thus
constitutes the foundati on of England's greatness in industry,
commerce, and naval power.

At the same tine the other branches of English manufacture were
in no way negl ected.

Al ready under the reign of Elizabeth the inportation of netal
and | eat her goods, and of a great many ot her manufactured articles,
had been prohibited, while the immgration of German mners and
met al workers was encouraged. Fornerly ships had been bought of the
Hansards or were ordered to be built in the baltic ports. But she
contrived, by restrictions on the one hand and encouragenents on
the other, to pronote shipbuilding at hone.

The tinber required for the purpose was brought to England from
the baltic ports, whereby again a great inpetus was given to the
British export trade to those regions.

The herring fishery had been | earned fromthe Dutch, whale
fishing fromthe dwellers on the shores of the Bay of Biscay; and
both these fisheries were now stinulated by neans of bounti es.
James | nore particularly took a lively interest in the
encour agenent of shipbuilding and of fisheries. Though we may smile
at his unceasing exhortations to his people to eat fish, yet we
must do himthe justice to say that he very clearly perceived on
what the future greatness of England depended. The immigration into
Engl and, noreover, of the Protestant artificers who had been driven



fromBel giumand France by Philip Il and Louis XV gave to Engl and

an incal cul able increase of industrial skill and manufacturing
capital. To these nen Engl and owes her manufactures of fine woollen
cloth, her progress in the arts of nmaking hats, linen, glass,

paper, silk, clocks and watches, as well as a part of her netal
manuf act ure; branches of industry which she knew how speedily to
i ncrease by neans of prohibition and high duties.

The i sl and ki ngdom borrowed from every country of the Continent
its skill in special branches of industry, and planted them on
English soil, under the protection of her custons system Venice
had to yield (anobngst other trades in articles of luxury) the art
of glass nmanufacture, while Persia had to give up the art of carpet
weavi ng and dyei ng.

Once possessed of any one branch of industry, England bestowed
upon it sedul ous care and attention, for centuries treating it as
a young tree which requires support and care. Woever is not yet
convi nced that by neans of diligence, skill, and econony, every
branch of industry nust becone profitable in time -- that in any
nati on already advanced in agriculture and civilisation, by neans
of noderate protection, its infant manufactures, however defective
and dear their productions at first may be, can by practice,
experience, and internal conpetition readily attain ability to
equal in every respect the ol der productions of their foreign
conpetitors; whoever is ignorant that the success of one particular
branch of industry depends on that of several other branches, or to
what a high degree a nation can develop its productive powers, if
she takes care that each successive generation shall continue the
wor k of industry where forner generations have left it; let him
first study the history of English industry before he ventures to
franme theoretical systems, or to give counsel to practica
statesnen to whose hands is given the power of pronoting the weal
or the woe of nations.

Under George | English statesnen had | ong ago clearly perceived
the grounds on which the greatness of the nation depends. At the
opening of Parlianent in 1721, the King is nade to say by the
Mnistry, that '"it is evident that nothing so much contributes to
pronote the public well-being as the exportation of manufactured
goods and the inportation of foreign raw material. (4*)

This for centuries had been the ruling maxi mof English
commercial policy, as fornerly it had been that of the commrercia
policy of the Venetian Republic. It is in force at this day (1841)
just as it was in the days of Elizabeth. The fruits it has borne
lie revealed to the eyes of the whole world. The theorists have
since contended that England has attained to wealth and power not
by neans of, but in spite of, her commercial policy. As well m ght
they argue that trees have grown to vigour and fruitful ness, not by
means of, but in spite of, the props and fences with which they had
been supported when they were first planted.

Nor does English history supply | ess conclusive evidence of the
intimate connection subsisting between a nation's general politica
policy and political economy. Clearly the rise and growth of
manuf actures in England, with the increase of population resulting
fromit, tended to create an active demand for salt fish and for
coals, which led to a great increase of the nercantile marine
devoted to fisheries and the coasting trade. Both the fisheries and
the coasting trade were previously in the hands of the Dutch
Stinmul ated by high custons duties and by bounties, the English now
directed their own energies to the fishery trade, and by the
Navi gation Laws they secured chiefly to British sailors not only
the transport of sea-borne coal, but the whole of the carrying



trade by sea. The consequent increase in England' s nmercantile
marine led to a proportionate augnentation of her naval power,

whi ch enabl ed the English to bid defiance to the Dutch fleet.
Shortly after the passing of the Navigation Laws, a naval war broke
out between Engl and and Hol | and, whereby the trade of the Dutch
with countries beyond the English Channel suffered al nost tota
suspensi on, while their shipping in the North Sea and the Baltic
was al nost anni hil ated by English privateers. Hume estinates the
number of Dutch vessels which thus fell into the hands of English
crui sers at 1,600, while Davenant, in his 'Report on the Public
Revenue,' assures us that in the course of the twenty-eight years
next follow ng the passing of the English Navigation Laws, the
Engl i sh shipping trade had increased to double its previous
extent. (5%)

Anongst the nore inportant results of the Navigation Laws, the
foll owi ng deserve special nention, viz.

1. The expansion of the English trade with all the northern
ki ngdonms, with Germany and Bel gi um (export of nanufactures and
import of raw material), fromwhich, according to Anderson's
account, up to the year 1603 the English had been al nost entirely
shut out by the Dutch

2. An inmmense extension of the contraband trade with Spain and
Portugal, and their West |ndian col onies.

3. A great increase of England' s herring and whal e fisheries,
whi ch the Dutch had previously al nost entirely nonopolised.

4. The conquest of the npbst inmportant English colony in the
West Indies -- Jammica -- in 1655; and with that, the conmmand of
the West | ndian sugar trade.

5. The concl usion of the Methuen Treaty (1703) with Portugal,
of which we have fully treated in the chapters devoted to Spain and
Portugal in this work. By the operation of this treaty the Dutch
and the Germans were entirely excluded fromthe inportant trade
wi th Portugal and her colonies: Portugal sank into conplete
political dependence upon England, while England acquired the
means, through the gold and silver earned in her trade with
Portugal , of extendi ng enornously her own commrercial intercourse
with China and the East Indies, and thereby subsequently of |aying
the foundation for her great Indian enpire, and di spossessing the
Dutch fromtheir nmost inportant trading stations.

The two results last enunerated stand in intinate connection

one with the other. And the skill is especially noteworthy wth
whi ch Engl and contrived to nmake these two countries -- Portugal and
India -- the instruments of her own future greatness. Spain and

Portugal had in the main little to dispose of besides the precious
metals, while the requirenents of the East, with the exception of
cloths, consisted chiefly of the precious netals. So far everything
suited nmost admirably. But the East had principally only cotton and
silk manufactures to offer in exchange, and that did not fit in
with the principle of the English Mnistry before referred to,
nanely, to export manufactured articles and inport raw materi al s.
How, then, did they act under the circunstances? Did they rest
content with the profits accruing fromthe trade in cloths with
Portugal and in cotton and silk manufactures with India? By no
means. The English Mnisters saw farther than that.

Had they sanctioned the free inportation into England of I|ndian
cotton and silk goods, the English cotton and silk nanufactories
nmust of necessity soon cone to a stand. India had not only the
advant age of cheaper |abour and raw material, but also the
experience, the skill, and the practice of centuries. The effect of
t hese advantages could not fail to tell under a systemof free
competition.



But England was unwilling to found settlenents in Asia in order
to becone subservient to Asia in manufacturing industry. She strove
for comercial supremacy, and felt that of two countries
mai ntai ning free trade between one another, that one woul d be
suprene whi ch sol d manufactured goods, while that one would be
subservi ent which could only sell agricultural produce. In her
North Anmerican col oni es Engl and had al ready acted on those
principles in disallow ng the manufacture in those col oni es of even
a single horseshoe nail, and, still nore, that no horseshoe nails
made there should be inported into England. How could it be
expected of her that she woul d give up her own market for
manuf actures, the basis of her future greatness, to a people so
nunerous, so thrifty, so experienced and perfect in the old systens
of manufacture as the H ndoos?

Accordingly, England prohibited the inport of the goods dealt
in by her owmn factories, the Indian cotton and silk fabrics. (6%)
The prohibition was conplete and perenptory. Not so nuch as a
thread of them would England pernit to be used. She woul d have none
of these beautiful and cheap fabrics, but preferred to consune her
own inferior and nore costly stuffs. She was, however, quite
willing to supply the Continental nations with the far finer
fabrics of India at lower prices, and willingly yielded to them al
the benefit of that cheapness; she herself would have none of it.

Was England a fool in so acting? Mdst assuredly, according to
the theories of Adam Smth and J. B. Say the Theory of Val ues. For,
according to them England shoul d have bought what she required
where she could buy them cheapest and best: it was an act of folly
to manufacture for herself goods at a greater cost than she could
buy them at el sewhere, and at the same tine give away that
advantage to the Continent.

The case is quite the contrary, according to our theory, which
we termthe Theory of the Powers of Production, and which the
English Mnistry, w thout having exam ned the foundati on on which
it rests, yet practically adopted when enforcing their maxi m of
i mporting produce and exporting fabrics.

The English Mnisters cared not for the acquisition of
| owpriced and perishable articles of manufacture, but for that of
a nore costly but enduring nmanufacturing power.

They have attained their object in a brilliant degree. At this
day Engl and produces seventy mllion pounds' worth of cotton and
sil k goods, and supplies all Europe, the entire world, India itself
included, with British manufactures. Her hone production exceeds by
fifty or a hundred tines the value of her forner trade in Indian
manuf act ur ed goods.

What would it have profited her had she been buying for a
century the cheap goods of Indian manufacture?

And what have they gai ned who purchased those goods so cheaply
of her? The English have gai ned power, incalcul able power, while
the others have gai ned the reverse of power.

That in the face of results like these, historically attested
upon uni npeachabl e evi dence, Adam Smith shoul d have expressed so
war ped a judgnent upon the Navigation Laws, can only be accounted
for upon the sane principle on which we shall in another chapter
explain this celebrated author's fall aci ous concl usi ons respecting
commercial restrictions. These facts stood in the way of his pet
notion of unrestricted free trade. It was therefore necessary for
himto obviate the objection that could be adduced against his
principle fromthe effects of the Navigation Laws, by drawing a
di stinction between their political objects and their econonica
obj ects. He maintai ned that, although the Navigation Laws had been



politically necessary and beneficial, yet that they were
economically prejudicial and injurious. How little this distinction
can be justified by the nature of things or by experience, we trust
to nake apparent in the course of this treatise

J. B. Say, though he m ght have known better fromthe
experience of North America, here too, as in every instance where
the principles of free trade and protection clash, goes stil
farther than his predecessor. Say reckons up what the cost of a
sailor to the French nation is, owing to the fishery bounties, in
order to show how wasteful and unremunerative these bounties are.

The subject of restrictions upon navigation constitutes a
form dabl e stunmbling-block in the path of the advocates of
unrestricted free trade, which they are only too glad to pass over
in silence, especially if they are nenbers of the nmercantile
community in seaport towns

The truth of the matter is this. Restrictions on navigation are
governed by the sane |law as restrictions upon any other kind of
trade. Freedom of navigation and the carrying trade conducted by
foreigners are serviceable and welcone to comunities in the early
stages of their civilisation, so long as their agriculture and
manufactures still remain undevel oped. Onng to want of capital and
of experienced seanen, they are willing to abandon navi gati on and
foreign trade to other nations. Later on, however, when they have
devel oped their producing power to a certain point and acquired
skill in shipbuilding and navigation, then they will desire to
extend their foreign trade, to carry it on in their own ships, and
become a naval power themselves. Gradually their own nercantile
marine grows to such a degree that they feel thenselves in a
position to exclude the foreigner and to conduct their trade to the
nmost di stant places by neans of their own vessels. Then the tine
has come when, by nmeans of restrictions on navigation, a nation can
successfully exclude the nore wealthy, nore experienced, and nore
powerful foreigner fromparticipation in the profits of that
busi ness. When the hi ghest degree of progress in navigation and
maritime power has been reached, a new era will set in, no doubt;
and such was that stage of advancenent which Dr Priestley had in
his mnd when he wote 'that the tinme my cone when it nmay be as
politic to repeal this Act as it was to make it.' (7*%)

Then it is that, by nmeans of treaties of navigation based upon
equality of rights, a nation can, on the one hand, secure undoubted
advant ages as against less civilised nations, who will thus be
debarred fromintroducing restrictions on navigation in their own
speci al behalf; while, on the other hand, it will thereby preserve
its own seafaring population fromsloth, and spur themon to keep
pace with other countries in shipbuilding and in the art of
navi gation. Wile engaged in her struggle for suprenmacy, Venice was
doubt |l ess greatly indebted to her policy of restrictions on
navi gation; but as soon as she had acquired suprenacy in trade,
manuf act ures, and navigation, it was folly to retain them For
owing to them she was left behind in the race, both as respects
shi pbui | di ng, navigation, and seananship of her sailors, with other
maritime and conmercial nations which were advancing in her
footsteps. Thus England by her policy increased her naval power,
and by means of her naval power enlarged the range of her
manuf act uri ng and conmerci al powers, and again, by the latter,
there accrued to her fresh accessions of maritime strength and of
col oni al possessions. Adam Snmith, when he maintains that the
Navi gati on Laws have not been beneficial to England in conmercia
respects, admts that, in any case, these | aws have increased her
power. And power is nore inportant than wealth. That is indeed the
fact. Power is nore inportant than wealth. And why? Sinply because



national power is a dynamc force by which new productive resources
are opened out, and because the forces of production are the tree
on which wealth grows, and because the tree which bears the fruit
is of greater value than the fruit itself. Power is of nore

i nportance than weal th because a nation, by neans of power, is
enabl ed not only to open up new productive sources, but to maintain
itself in possession of former and of recently acquired wealth, and
because the reverse of power -- nanmely, feebleness -- |eads to the
relinqui shnment of all that we possess, not of acquired wealth

al one, but of our powers of production, of our civilisation, of our
freedom nay, even of our national independence, into the hands of
those who surpass us in mght, as is abundantly attested by the
history of the Italian republics, of the Hanseatic League, of the
Bel gi ans, the Dutch, the Spaniards, and the Portuguese.

But how cane it that, unm ndful of this law of alternating
action and reaction between political power, the forces of
production and wealth, Adam Smith could venture to contend that the
Met huen Treaty and the Act of Navigation had not been beneficial to
Engl and from a comerci al point of view? W have shown how Engl and
by the policy which she pursued acquired power, and by her
political power gained productive power, and by her productive
power gai ned wealth. Let us now see further how, as a result of
this policy, power has been added to power, and productive forces
to productive forces.

Engl and has got into her possession the keys of every sea, and
pl aced a sentry over every nation: over the Germans, Heli gol and;
over the French, Guernsey and Jersey; over the inhabitants of North
Anerica, Nova Scotia and the Bernudas; over Central Anerica, the
i sland of Jammica; over all countries bordering on the
Medi terranean, G braltar, Malta, and the lonian |Islands. She
possesses every inportant strategical position on both the routes
to India with the exception of the Isthnus of Suez, which she is
striving to acquire; she dom nates the Mediterranean by neans of
G braltar, the Red Sea by Aden, and the Persian GQulf by Bushire and
Karrack. She needs only the further acquisition of the Dardanell es,
the Sound, and the |sthnuses of Suez and Panama, in order to be
abl e to open and cl ose at her pleasure every sea and every naritine
hi ghway. Her navy al one surpasses the conbined naritine forces of
all other countries, if not in nunber of vessels, at any rate in
fighting strength.

Her manufacturing capacity excels in inportance that of all
ot her nations. And al though her cloth nmanufactures have increased
nmore than tenfold (to forty-four and a half mllions) since the
days of Janes I, we find the yield of another branch of industry,
whi ch was established only in the course of the last century,
nanely, the manufacture of cotton, anobunting to a nuch | arger sum
fifty-two and a half mllions. (8%)

Not content with that, England is now attenpting to raise her
I i nen manufacture, which has been long in a backward state as
conpared with that of other countries, to a sinilar position,
possibly to a higher one than that of the two above-naned branches
of industry: it now anmounts to fifteen and a half mllions
sterling. In the fourteenth century, England was still so poor in
iron that she thought it necessary to prohibit the exportation of
this indispensable netal; she now, in the nineteenth century,
manufactures nore iron and steel wares than all the other nations
on earth (nanely, thirty-one mllions' worth), while she produces
thirty-four millions in value of coal and other mnerals. These two
suns exceed by over sevenfold the value of the entire gold and
silver production of all other nations, which amount to about two



hundred and twenty million francs, or nine millions sterling.

At this day she produces nore silk goods than all the Italian
republics produced in the Mddl e Ages together, nanmely, thirteen
and a half million pounds. Industries which at the tine of Henry
VIII and Elizabeth scarcely deserved classification, nowyield
enornous suns; as, for instance, the glass, china, and stoneware
manuf act ures, representing eleven nmillions; the copper and brass
manufactures, four and a half millions; the manufactures of paper,
books, colours, and furniture, fourteen mllions.

Engl and produces, noreover, sixteen mllions' worth of |eather
goods, besides ten mllions' worth of unenunerated articles. The
manuf acture of beer and spirituous liquors in England alone greatly
exceeds in value the aggregate of national production in the days
of Janmes |, nanely, forty-seven mllions sterling.

The entire manufacturing production of the United Ki ngdom at
the present tinme, is estimated to amount to two hundred and
fifty-nine and a half mllions sterling.

As a consequence, and mainly as a consequence, of this gigantic
manuf act uri ng production, the productive power of agriculture has
been enabled to yield a total value exceeding twice that sum (five
hundred and thirty-nine nmillions sterling).

It is true that for this increase in her power, and in her
productive capacity, England is not indebted solely to her
commercial restrictions, her Navigation Laws, or her comerci al
treaties, but in a large neasure also to her conquests in science
and in the arts.

But how cones it, that in these days one nillion of English
operatives can performthe work of hundreds of millions? It cones
fromthe great demand for manufactured goods which by her wi se and
energetic policy she has known how to create in foreign | ands, and
especially in her colonies; fromthe wi se and powerful protection
extended to her hone industries; fromthe great rewards which by
means of her patent |aws she has offered to every new di scovery;
and fromthe extraordinary facilities for her inland transport
af forded by public roads, canals, and rail ways.

Engl and has shown the world how powerful is the effect of
facilities of transport in increasing the powers of production, and
thereby increasing the wealth, the population, and the politica
power of a nation. She has shown us what a free, industrious, and
wel | - governed community can do in this respect within the brief
space of half a century, even in the midst of foreign wars. That
which the Italian republics had previously acconplished in these
respects was nmere child's play. It is estimated that as nuch as a
hundred and eighteen nillions sterling have been expended in
Engl and upon these mighty instrunents of the nation's productive
power .

Engl and, however, only commenced and carried out these works
when her manufacturing power began to grow strong. Since then, it
has becone evident to all observers that that nation only whose
manuf act uri ng power begins to devel op itself upon an extensive
scale is able to acconplish such works; that only in a nation which
devel ops concurrently its internal manufacturing and agricultura
resources will such costly engines of trade repay their cost; and
that in such a nation only will they properly fulfil their purpose.

It nmust be adnmitted, too, that the enornous producing capacity
and the great wealth of England are not the effect solely of
nati onal power and individual |ove of gain. The people's innate
| ove of liberty and of justice, the energy, the religious and noral
character of the people, have a share in it. The constitution of
the country, its institutions, the wi sdomand power of the
CGovernnment and of the aristocracy, have a share in it. The



geogr aphi cal position, the fortunes of the country, nay, even good
luck, have a share in it

It is not easy to say whether the material forces exert a
greater influence over the noral forces, or whether the noral
outweigh the material in their operation; whether the social forces
act upon the individual forces the nore powerfully, or whether the
|atter upon the former. This nuch is certain, however, nanely, that
bet ween the two there subsists an interchangi ng sequence of action
and reaction, with the result that the increase of one set of
forces pronotes the increase of the other, and that the
enf eebl emrent of the one ever involves the enfeebl enent of the
ot her.

Those who seek for the fundamental causes of England' s rise and
progress in the blending of Angl o-Saxon with the Norman bl ood,
should first cast a glance at the condition of the country before
the reign of Edward I11. Where were then the diligence and the
habits of thrift of the nation? Those again who would | ook for them
in the constitutional liberties enjoyed by the people will do well
to consider how Henry VIIIl and Elizabeth treated their Parlianents.
Wherein did England's constitutional freedom consist under the
Tudors? At that period the cities of Germany and Italy enjoyed a
much greater ampunt of individual freedomthan the English did.

Only one jewel out of the treasure-house of freedom was

preserved by the Angl o- Saxon-Norman race -- before other peopl es of
Germanic origin; and that was the germfromwhich all the English

i deas of freedom and justice have sprung -- the right of trial by
jury.

Wiile in Italy the Pandects were bei ng unearthed, and the
exhuned renmi ns (no doubt of departed greatness and wisdomin their
day) were spreading the pestilence of the Codes anpbngst Conti nental
nations, we find the English Barons declaring they would not hear
of any change in the law of the |and. Wat a store of intellectua
force did they not thereby secure for the generations to cone! How
much did this intellectual force subsequently influence the forces
of material production!

How greatly did the early banishnment of the Latin | anguage from
social and literary circles, fromthe State departnents, and the
courts of law in England, influence the devel opnent of the nation,
its legislation, law adm nistration, literature, and industry! Wat
has been the effect upon Germany of the long retention of the Latin
in conjunction with foreign Codes, and what has been its effect in
Hungary to the present day? Wat an effect have the invention of
gunpowder, the art of printing, the Reformation, the discovery of
the new routes to India and of Anerica, had on the growh of
English liberties, of English civilisation, and of English
i ndustry? Conpare with this their effect upon Germany and France.
In Germany -- discord in the Enpire, in the provinces, even within
the walls of cities; mserable controversies, barbarismin
literature, in the admnistration of the State and of the |aw,
civil war, persecutions, expatriation, foreign invasion,
depopul ation, desolation; the ruin of cities, the decay of
i ndustry, agriculture, and trade, of freedomand civic
institutions; supremacy of the great nobles; decay of the inperial
power, and of nationality; severance of the fairest provinces from
the Enpire. In France -- subjugation of the cities and of the
nobles in the interest of despotism alliance with the priesthood
against intellectual freedom but at the sane tine national unity
and power; conquest with its gain and its curse, but, as against
that, downfall of freedom and of industry. In England -- the rise
of cities, progress in agriculture, comrerce, and manufactures;



subj ection of the aristocracy to the |aw of the |land, and hence a
preponderating participation by the nobility in the work of

| egislation, in the administration of the State and of the law, as
al so in the advantages of industry; devel opnent of resources at
home, and of political power abroad; internal peace; influence over
all | ess advanced comrmunities; limtation of the powers of the
Crown, but gain by the Crown in royal revenues, in splendour and
stability. Altogether, a higher degree of well-being, civilisation,
and freedom at hone, and preponderating m ght abroad.

But who can say how nmuch of these happy results is attributable
to the English national spirit and to the constitution; how rmuch to
Engl and' s geogr aphi cal position and circunstances in the past; or
agai n, how much to chance, to destiny, to fortune?

Let Charles V and Henry VIII change places, and, in consequence
of a villanous divorce trial, it is conceivable (the reader wll
under stand why we say 'conceivable') that Germany and the
Net her |l ands mi ght have becone what Engl and and Spai n have becone.
Place in the position of Elizabeth, a weak woman allying herself to
a Philip I'l, and how would it have fared with the power, the
civilisation, and the liberties of Geat Britain?

If the force of national character will al one account for
everything in this mighty revolution, nust not then the greatest
share of its beneficial results have accrued to the nation from
which it sprang, nanely, to Germany? Instead of that, it is just
the German nation which reaped nothing save troubl e and weakness
fromthis novenent in the direction of progress.

In no European kingdomis the institution of an aristocracy
nmore judi ci ously designed than in England for securing to the
nobility, in their relation to the Crown and the conmonal ty,

i ndi vi dual independence, dignity, and stability; to give thema
Parliamentary training and position; to direct their energies to
patriotic and national ains; to induce themto attract to their own
body the élite of the commonalty, to include in their ranks every
commoner who earns distinction, whether by nental gifts,
exceptional wealth, or great achievenents; and, on the other hand,
to cast back agai n amongst the commons the surplus progeny of
aristocratic descent, thus |eading to the amal gamati on of the
nobility and the compnalty in future generations. By this process
the nobility is ever receiving fromthe Commons fresh accessions of
civic and patriotic energy, of science, learning, intellectual and
material resources, while it is ever restoring to the people a
portion of the culture and of the spirit of independence peculiarly
its owmn, leaving its own children to trust to their own resources,
and supplying the commonalty with incentives to renewed exertion
In the case of the English |lord, however |arge nay be the nunber of
hi s descendants, only one can hold the title at a tine. The other
menbers of the fanily are commpners, who gain a |livelihood either
in one of the |learned professions, or in the Cvil Service, in
commerce, industry, or agriculture. The story goes that sone tine
ago one of the first dukes in England conceived the idea of
inviting all the blood relations of his house to a banquet, but he
was fain to abandon the design because their nane was |egion,

notw thstanding that the famly pedi gree had not reached farther
back than for a few centuries. It would require a whole volunme to
show the effect of this institution upon the spirit of enterprise,
the col onisation, the might and the liberties, and especially upon
the forces of production of this nation.(9%)

The geographi cal position of England, too, has exercised an
i mmrense i nfluence upon the i ndependent devel opnent of the nation
England in its relation to the continent of Europe has ever been a
world by itself; and was al ways exenpt fromthe effects of the



rivalries, the prejudices, the selfishness, the passions, and the
di sasters of her Continental neighbours. To this isolated condition
she is mainly indebted for the independent and unal | oyed grow h of
her political constitution, for the undisturbed consunmati on of the
Ref ormation, and for the secul arisation of ecclesiastical property
whi ch has proved so beneficial to her industries. To the sane cause
she is also indebted for that continuous peace, which, with the
exception of the period of the civil war, she has enjoyed for a
series of centuries, and which enabl ed her to dispense with
standing armes, while facilitating the early introduction of a
consi stent customs system

By reason of her insular position, England not only enjoyed
imunity fromterritorial wars, but she al so derived i mense
advant ages for her manufacturing suprenmacy fromthe Continental
wars. Land wars and devastations of territory inflict manifold
injury upon the manufactures at the seat of hostilities; directly,
by interfering with the farmer's work and destroyi ng the crops,
whi ch deprives the tiller of the soil of the neans wherewithal to
pur chase manuf actured goods, and to produce raw material and food
for the manufacturer; indirectly, by often destroying the
manuf actories, or at any rate ruining them because hostilities
interfere with the inportation of raw material and with the
exportation of goods, and because it beconmes a difficult matter to
procure capital and | abour just at the very tine when the masters
have to bear extraordinary inposts and heavy taxation; and lastly
the injurious effects continue to operate even after the cessation
of the war, because both capital and individual effort are ever
attracted towards agricultural work and diverted from manufactures,
precisely in that proportion in which the war may have injured the
farnmers and their crops, and thereby opened up a nore directly
profitable field for the enpl oynent of capital and of |abour than
the manufacturing industries would then afford. Wiile in Gernmany
this condition of things recurred twice in every hundred years, and
caused Gernman manufactures to retrograde, those of Engl and nade
uni nterrupted progress. English manufacturers, as opposed to their
Continental conpetitors, enjoyed a double and treble advantage
whenever England, by fitting out fleets and armies, by subsidies,
or by both these neans conbi ned, proceeded to take an active part
in foreign wars.

We cannot agree with the defenders of unproductive expenditure,
nanely, of that incurred by wars and the nmaintenance of |arge
arm es, nor with those who insist upon the positively beneficia
character of a public debt; but neither do we believe that the
dom nant school are in the right when they contend that all
consunption which is not directly reproductive -- for instance,
that of war -- is absolutely injurious without qualification. The
equi pnent of armes, wars, and the debts contracted for these
pur poses, may, as the exanple of England teaches, under certain
circunstances, very greatly conduce to the increase of the
productive powers of a nation. Strictly speaking, material wealth
may have been consuned unproductively, but this consunption may,
neverthel ess, stinulate manufacturers to extraordinary exertions,
and | ead to new discoveries and i nprovenents, especially to an
i ncrease of productive powers. This productive power then becones
a permanent acquisition; it will increase nore and nore, while the
expense of the war is incurred only once for all.(10*) And thus it
may come to pass, under favouring conditions such as have occurred
in England, that a nation has gained i measurably nore than it has
|l ost fromthat very kind of expenditure which theorists hold to be
unproductive. That such was really the case with England, may be



shown by figures. For in the course of the war, that country had
acquired in the cotton manufacture al one a power of production

whi ch yields annually a nmuch larger return in value than the amount
which the nation has to find to defray the interest upon the

i ncreased national debt, not to mention the vast devel opment of all
ot her branches of industry, and the additions to her colonia
weal t h.

Most conspi cuous was the advantage accruing to the English
manuf acturing interest during the Continental wars, when Engl and
mai ntai ned army corps on the Continent or paid subsidies. The whol e
expenditure on these was sent, in the shape of English
manufactures, to the seat of war, where these inports then
materially contributed to crush the already sorely suffering
forei gn manufacturers, and permanently to acquire the market of the
foreign country for English nmanufacturing industry. It operated
precisely like an export bounty instituted for the benefit of
British and for the injury of foreign manufacturers. (11*)

In this way, the industry of the Continental nations has ever
suffered nore fromthe English as allies, than fromthe English as
enem es. In support of this statement we need refer only to the
Seven Years' War, and to the wars agai nst the French Republic and
Enpi re.

Great, however, as have been the advantages heretofore
menti oned, they have been greatly surpassed in their effect by
those which England derived fromimrgrations attracted by her
political, religious, and geographi cal conditions.

As far back as the twelfth century political circunstances
i nduced Fl em sh wool |l en weavers to enigrate to Wales. Not many
centuries later exiled Italians cane over to London to carry on
busi ness as noney changers and bankers. That from Fl anders and
Brabant entire bodi es of manufacturers thronged to England at
various periods, we have shown in Chapter Il. From Spain and
Portugal came persecuted Jews; fromthe Hanse Towns, and from
Venice in her decline, nmerchants who brought with themtheir ships,
their know edge of business, their capital, and their spirit of
enterprise. Still nore inportant were the immigrations of capita
and of manufacturers in consequence of the Refornmation and the
religious persecutions in Spain, Portugal, France, Bel gium
Germany, and ltaly; as also of nmerchants and manufacturers from
Hol I and i n consequence of the stagnation of trade and industry in
that country occasioned by the Act of Navigation and the Methuen
Treaty. Every political novenment, every war upon the Continent,
brought Engl and vast accessions of fresh capital and talents, so
| ong as she possessed the privileges of freedom the right of
asylum internal tranquillity and peace, the protection of the |aw,
and general well-being. So nore recently did the French Revol ution
and the wars of the Enpire; and so did the political commptions,
the revolutionary and reactionary novenents and the wars in Spain,
in Mexico, and in South Anerica. By neans of her Patent Laws,

Engl and | ong nonopol i sed the inventive genius of every nation. It
is no nore than fair that England, now that she has attained the
cul minating point of her industrial growh and progress, should
restore again to the nations of Continental Europe a portion of
those productive forces which she originally derived fromthem

NOTES
1. Hune, vol. ii, p. 143.

2. No doubt the decrees prohibiting the export of wool, not to
mention the restrictions placed on the trade in wool in markets



near the coast, were vexations and unfair; yet at the sane tine the
operated beneficially in the pronotion of English industry, and in
the suppression of that of the Flem ngs.

3. Hume (in 1603). Macpherson, Histoire du Comrerce (in 1651).

4. See Ustaritz, Théorie du Comrerce, ch. xxviii. Thus we see
George | did not want to export goods and inport nothing but specie
inreturn, which is stated as the fundanmental principle of the
so-called '"nercantile systemi, and which in any case woul d be
absurd. What he desired was to export manufactures and inport raw
mat eri al

5. Hume, vol. v. p. 39
6. Anderson for the year 1721

7. Priestley, Lectures on History and General Policy, Pt. II, p.
289.

8. These and the followi ng figures relating to English statistics
are taken froma paper witten by MQueen, the cel ebrated English
statistician, and appearing in the July nunber of Tait's Edi nburgh
Magazi ne for the year 1839. Possibly they may be sonewhat
exaggerated for the nonent. But even if so, it is nore than
probabl e that the figures as stated will be reached within the
present decade.

9. Before his lanmented death, the gifted author of this remark, in
his Letters on Engl and, read the nobles of his native country a
| esson in this respect which they would do well to lay to heart.

10. Engl and's national debt would not be so great an evil as it now
appears to us, if England's aristocracy would concede that this
burden shoul d be borne by the class who were benefited by the cost
of wars, nanely, by the rich. MQueen estimates the capitalised

val ue of property in the three kingdons at 4,000 mllion pounds
sterling, and Martin estimates the capital invested in the colonies
at about 2,600 mllions sterling. Hence we see that one-ninth part
of Englishnmen's private property would suffice to cover the entire
national debt. Nothing could be nore just than such an
appropriation, or at |least than the paynent of the interest on the
nati onal debt out of the proceeds of an incone tax. The English

ari stocracy, however, deemit nore convenient to provide for this
charge by the inposition of taxes upon articles of consunption, by
whi ch the existence of the working classes is enbittered beyond the
poi nt of endurance.

11. See Appendi x A

Chapter 5
The Spani ards and Portuguese

Wi | st the English were busied for centuries in raising the
structure of their national prosperity upon the nost solid
foundati ons, the Spaniards and the Portuguese nmade a fortune
rapidly by means of their discoveries and attained to great wealth
in a very short space of time. But it was only the wealth of a
spendthrift who had won the first prize in a lottery, whereas the
weal th of the English may be |likened to the fortune accunul ated by
the diligent and saving head of a famly. The former may for a tinme



appear nore to be envied than the latter on account of his |avish
expenditure and luxury; but wealth in his case is only a neans for
prodigality and nonmentary enjoynent, whereas the latter will regard
weal th chiefly as a neans of |aying a foundation for the noral and
material well-being of his |atest posterity.

The Spani ards possessed fl ocks of well-bred sheep at so early
a period that Henry | of England was noved to prohibit the
i nportation of Spanish wool in 1172, and that as far back as the
tenth and el eventh centuries Italian woollen nmanufacturers used to
import the greater portion of their wool supplies from Spain. Two
hundred years before that tine the dwellers on the shores of the
Bay of Biscay had al ready distinguished thenselves in the
manufacture of iron, in navigation, and in fisheries. They were the
first to carry on the whale fishery, and even in the year 1619 they
still so far excelled the English in that business that they were
asked to send fishermen to England to instruct the English in this
particul ar branch of the fishing trade.(1*)

Already in the tenth century, under Abdulrahman 111 (912 to
950), the Mors had established in the fertile plains around
Val enci a extensive plantations of cotton, sugar, and rice, and
carried on silk cultivation. Cordova, Seville, and G anada
contained at the tine of the Mors inportant cotton and silk
manuf actori es. (2*) Val encia, Segovia, Tol edo, and several other
cities in Castile were celebrated for their wooll en manufact ures.
Seville alone at an early period of history contained as nmany as
16, 000 | oons, while the wool |l en manufactories of Segovia in the
year 1552 were enploying 13,000 operatives. O her branches of
i ndustry, notably the manufacture of arns and of paper, had becone
devel oped on a similar scale. In Colbert's day the French were
still in the habit of procuring supplies of cloth from Spain. (3*)
The Spani sh seaport towns were the seat of an extensive trade and
of inportant fisheries, and up to the time of Philip Il Spain
possessed a nost powerful navy. In a word, Spain possessed all the
el ements of greatness and prosperity, when bigotry, in alliance
with despotism set to work to stifle the high spirit of the
nation. The first comencenent of this work of darkness was the
expul sion of the Jews, and its crowning act the expul sion of the
Moors, whereby two millions of the nost industrious and well-to-do
i nhabi tants were driven out of Spain with their capital

Wil e the Inquisition was thus occupied in driving native
industry into exile, it at the sane tine effectually prevented
forei gn manufacturers fromsettling dow in the country. The
di scovery of Anerica and of the route round the Cape only increased
the wealth of both kingdons after a specious and epheneral fashion
-- indeed, by these events a death-blow was first given to their
national industry and to their power. For then, instead of
exchangi ng the produce of the East and West |ndi es agai nst hone
manuf actures, as the Dutch and the English subsequently did, the
Spani ards and Portuguese purchased manufactured goods from foreign
nations with the gold and the silver which they had wung from
their colonies.(4*) They transforned their useful and industrious
citizens into slave-deal ers and colonial tyrants: thus they
pronoted the industry; the trade, and the maritime power of the
Dutch and English, in whomthey raised up rivals who soon grew
strong enough to destroy their fleets and rob them of the sources
of their wealth. In vain the kings of Spain enacted | aws agai nst
the exportation of specie and the inportation of manufactured
goods. The spirit of enterprise, industry, and commrerce can only
strike root in the soil of religious and political liberty; gold
and silver will only abide where industry knows how to attract and
enpl oy them



Portugal , however, under the auspices of an enlightened and
powerful mnister, did nmake an attenpt to devel op her nanufacturing
industry, the first results of which strike us w th astonishnent.
That country |ike Spain, had possessed fromtinme i menorial fine
flocks of sheep. Strabo tells us that a fine breed of sheep had
been introduced into Portugal from Asia, the cost of which anpounted
to one tal ent per head. Wen the Count of Ereceira becane ninister
in 1681, he conceived the design of establishing cloth
manuf actori es, and of thus working up the native raw material in
order to supply the nother country and the colonies with
hone- manuf act ured goods. Wth that view cloth workers were invited
from Engl and, and so speedily did the native cloth manufactories
flourish in consequence of the protection secured to them that
three years later (in 1684) it became practicable to prohibit the
importation of foreign cloths. Fromthat period Portugal supplied
hersel f and her colonies with native goods manufactured of
honme-grown raw material, and prospered exceedingly in so doing for
a period of nineteen years, as attested by the evidence of English
witers thensel ves. (5%)

It is true that even in those days the English gave proof of
that ability which at subsequent tinmes they have managed to bring
to perfection. In order to evade the tariff restrictions of
Portugal, they manufactured wooll en fabrics, which slightly
differed fromcloth though serving the same purpose, and inported
these into Portugal under the designation of woollen serges and
wool | en druggets. This trick of trade was, however, soon detected
and rendered i nnocuous by a decree prohibiting the inportation of
such goods. (6*) The success of these neasures is all the nore
remar kabl e because the country, not a very great while before, had
been drai ned of a | arge anbunt of capital, which had found its way
abroad owing to the expul sion of the Jews, and was suffering
especially fromall the evils of bigotry, of bad governnent, and of
a feudal aristocracy, which ground down popular |iberties and
agriculture. (7%)

In the year 1703, after the death of Count Ereceira, however
the fanous British anbassador Paul Methuen succeeded in persuadi ng
the Portuguese CGovernnent that Portugal woul d be i nmensely
benefited if England were to permt the inportation of Portuguese
wines at a duty one-third less than the duty |evied upon w nes of
other countries, in consideration of Portugal admtting English
cloths at the sanme rate of inport duty (viz. twenty-three per
cent.) which had been charged upon such goods prior to the year
1684. It seens as though on the part of the King the hope of an
increase in his custons revenue, and on the part of the nobility
the hope of an increased incone fromrents, supplied the chief
nmotives for the conclusion of that commercial treaty in which the
Queen of England (Anne) styles the King of Portugal 'her ol dest
friend and ally' -- on rmuch the sane principle as the Roman Senate
was fornmerly wont to apply such designations to those rul ers who
had the m sfortune to be brought into closer relations with that
assenbl y.

Directly after the conclusion of this treaty, Portugal was
del uged with English manufactures, and the first result of this
i nundati on was the sudden and conpl ete ruin of the Portuguese
manuf actories -- a result which had its perfect counterparts in the
subsequent so-called Eden treaty with France and in the abrogation
of the Continental systemin Gernmany.

According to Anderson's testinony, the English, even in those
days, had becone such adepts in the art of understating the val ue
of their goods in their customhouse bills of entry, that in effect



they paid no nore than half the duty chargeable on them by the
tariff.(8*%)

"After the repeal of the prohibition,' says 'The British
Merchant,' 'we nanaged to carry away so nmuch of their silver
currency that there renmained but very little for their necessary
occasi ons; thereupon we attacked their gold.' (9*) This trade the
English continued down to very recent tinmes. They exported all the
precious netals which the Portuguese had obtained fromtheir
colonies, and sent a large portion of themto the East |ndies and
to China, where, as we saw in Chapter |V, they exchanged them for
goods whi ch they di sposed of on the continent of Europe against raw
materials. The yearly exports of England to Portugal exceed the
imports fromthat country by the amount of one million sterling.
Thi s favourabl e bal ance of trade | owered the rate of exchange to
the extent of fifteen per cent to the di sadvantage of Portugal
' The bal ance of trade is nore favourable to us in our dealings with
Portugal than it is with any other country,' says the author of
"The British Merchant' in his dedication to Sir Paul Methuen, the
son of the fanous minister, 'and our inports of specie fromthat
country have risen to the sumof one and a half mllions sterling,
whereas fornerly they ambunted only to 300,000 |.' (10*)

Al the nerchants and political econom sts, as well as all the
statesnen of Engl and, have ever since eulogised this treaty as the
mast er pi ece of English comrercial policy. Anderson hinmself, who had
a clear insight enough into all matters affecting English
commercial policy and who in his way always treats of themwth
great candour call's it '"an extrenmely fair and advant ageous
treaty;' nor could he forbear the naive exclamation, 'May it endure
for ever and ever!'(11*)

For Adam Smith alone it was reserved to set up a theory
directly opposed to this unaninbus verdict, and to naintain that
the Methuen Treaty had in no respect proved a special boon to
British commerce. Now, if anything will suffice to show the blind
reverence with which public opinion has accepted the (partly very
paradoxical) views of this celebrated man, surely it is the fact
that the particul ar opi nion above nentioned has hitherto been |eft
unr ef ut ed.

In the sixth chapter of his fourth book Adam Snith says, that
i nasmuch as under the Methuen Treaty the w nes of Portugal were
adm tted upon paying only two-thirds of the duty which was paid on
those of other nations, a decided advantage was conceded to the
Port uguese; whereas the English, being bound to pay quite as high
a duty in Portugal on their exports of cloth as any other nation,
had, therefore, no special privilege granted to them by the
Portuguese. But had not the Portuguese been previously inporting a
| arge proportion of the foreign goods which they required from
France, Holland, Gernmany, and Bel giun? Did not the English
thenceforth exclusively comand the Portuguese market for a
manuf actured product, the raw material for which they possessed in
their own country? Had they not discovered a nethod of reducing the
Portuguese custons duty by one-half? Did not the course of exchange
gi ve the English consuner of Portuguese wines a profit of fifteen
per cent? Did not the consunption of French and German wines in
Engl and al nost entirely cease? Did not the Portuguese gold and
silver supply the English with the means of bringing vast
quantities of goods fromIndia and of deluging the continent of
Europe with then? Were not the Portuguese cloth manufactories
totally ruined, to the advantage of the English? Did not all the
Portuguese col onies, especially the rich one of Brazil, by this
means becone practically English colonies? Certainly this treaty
conferred a privilege upon Portugal, but only in name; whereas it



conferred a privilege upon the English in its actual operation and
effects. A like tendency underlies all subsequent treaties of
commer ce negotiated by the English. By profession they were al ways
cosnmopol ites and philanthropists, while in their ains and
endeavours they were al ways nonopol i sts.

According to Adam Snith's second argunent, the English gai ned
no particular advantages fromthis treaty, because they were to a
great extent obliged to send away to other countries the noney
whi ch they received fromthe Portuguese for their cloth, and with
it to purchase goods there; whereas it would have been far nore
profitable for themto nake a direct exchange of their cloths
agai nst such commpdities as they m ght need, and thus by one
exchange acconplish that which by nmeans of the trade with Portuga
they could only effect by two exchanges. Really, but for the very
hi gh opi nion which we entertain of the character and the acunen of
this celebrated savant, we should in the face of this argunent be
driven to despair either of his candour or of his clearness of
perception. To avoid doing either, nothing is left for us but to
bewai | the weakness of human nature, to which Adam Snith has paid
arich tribute in the shape of these paradoxical, al nost |aughable,
argunents anong ot her instances; being evidently dazzled by the
spl endour of the task, so noble in itself, of pleading a
justification for absolute freedom of trade.

In the argunment just naned there is no nore sound sense or
logic than in the proposition that a baker, because he sells bread
to his custoners for noney, and with that noney buys flour fromthe
mller, does an unprofitable trade, because if he had exchanged his
bread directly for flour, he would have effected his purpose by a
single act of exchange instead of by two such acts. It needs surely
no great anount of sagacity to answer such an allegation by hinting
that the mller m ght possibly not want so nuch bread as the baker
could supply himwth, that the mller mght perhaps understand and
undert ake baking hinmself, and that, therefore, the baker's business
could not go on at all without these two acts of exchange. Such in
effect were the commercial conditions of Portugal and Engl and at
the date of the treaty. Portugal received gold and silver from
South Anerica in exchange for manufactured goods which she then
exported to those regions; but too indolent or too shiftless to
manuf act ure these goods hersel f, she bought themof the English in
exchange for the precious netals. The latter enployed the precious
metals, in so far as they did not require themfor the circulation
at hone, in exportation to India or China, and bought goods there
whi ch they sold again on the European continent, whence they
brought home agricultural produce, raw material, or precious netals
once agai n.

W now ask, in the nane of common sense, who woul d have
purchased of the English all those cloths which they exported to
Portugal, if the Portuguese had chosen either to nake them at hone
or procure themfromother countries? The English could not in that
case have sold themto Portugal, and to other nations they were
al ready selling as nuch as those nations woul d take. Consequently
the English would have manufactured so nuch less cloth than they
had been di sposing of to the Portuguese; they woul d have exported
so nmuch |l ess specie to India than they had obtai ned from Portugal
They woul d have brought to Europe and sold on the Continent just
that nmuch | ess of East I|ndian nmerchandi se, and consequently woul d
have taken home with themthat nuch | ess of raw materi al

Quite as untenable is Adam Snmith's third argunent that, if
Portuguese noney had not flowed in upon them the English m ght
have supplied their requirenments of this article in other ways.



Portugal , he conceived, mnmust in any case have exported her
superfluous store of precious netals, and these woul d have reached
Engl and t hrough sonme other channel. W here assune that the
Portuguese had manufactured their cloths for thensel ves, had

t hensel ves exported their superfluous stock of precious netals to
I ndia and China, and had purchased the return cargoes in other
countries; and we take | eave to ask the question whether under
these circunstances the English woul d have seen much of Portuguese
money? It woul d have been just the sanme if Portugal had concl uded
a Methuen Treaty with Holland or France. In both these cases, no
doubt, sone little of the noney woul d have gone over to Engl and,
but only so much as she could have acquired by the sale of her raw
wool . In short, but for the Methuen Treaty, the manufactures, the
trade, and the shipping of the English could never have reached
such a degree of expansion as they have attained to.

But whatever be the estinmate forned of the effects of the
Met huen Treaty as respects England, this rmuch at | east appears to
be nmade out, that, in respect to Portugal, they have in no way been
such as to tenpt other nations to deliver over their hone markets
for manufactured goods to English conpetition, for the sake of
facilitating the exportation of agricultural produce. Agriculture
and trade, commerce and navi gation, instead of inproving fromthe
intercourse with England, went on sinking | ower and | ower in
Portugal . In vain did Ponbal strive to raise them English
conmpetition frustrated all his efforts. At the same tinme it nust
not be forgotten that in a country like Portugal, where the whole
social conditions are opposed to progress in agriculture, industry,
and comrerce, comercial policy can effect but very little.
Nevertheless, the little which Ponbal did effect proves how nuch
can be done for the benefit of industry by a government which is
anxious to pronote its interests, if only the internal hindrances
whi ch the social condition of a country presents can first be
renoved

The sane experience was nmade in Spain in the reigns of Philip
V and his two i medi ate successors. |nadequate as was the
protection extended to hone industries under the Bourbons, and
great as was the lack of energy in fully enforcing the custons
| aws, yet the renarkabl e ani mati on whi ch pervaded every branch of
i ndustry and every district of the country as the result of
transplanting the commercial policy of Colbert fromFrance to Spain
was unmi st akabl e. (12*) The statenents of Ustaritz and Ul oa(13*) in
regard to these results under the then prevailing circunstances are
astoni shing. For at that tine were found everywhere only the nost
wr et ched nul e-tracks, nowhere any well-kept inns, nowhere any
bridges, canals, or river navigation, every province was cl osed
agai nst the rest of Spain by an internal custons cordon, at every
city gate a royal toll was demanded, hi ghway robbery and nendi cancy
were pursued as regul ar professions, the contraband trade was in
the nost flourishing condition, and the nost grinding system of
taxation existed; these and such as these the above naned writers
adduce as the causes of the decay of industry and agriculture. The
causes of these evils -- fanaticism the greed and the vices of the
clergy, the privileges of the nobles, the despotismof the
CGovernnent, the want of enlightennent and freedom anbngst the
people -- Ustaritz and U | oa dare not denounce.

A worthy counterpart to the Methuen Treaty with Portugal is the
Assiento Treaty of 1713 with Spain, under which power was granted
to the English to introduce each year a certain nunber of African
negroes into Spanish America, and to visit the harbour of
Portobell o with one ship once a year, whereby an opportunity was
af forded t hem of snuggling i mense quantities of goods into these



countri es.

We thus find that in all treaties of comerce concluded by the
English, there is a tendency to extend the sale of their
manuf act ures throughout all the countries with whomthey negotiate,
by of fering them apparent advantages in respect of agricultura
produce and raw nmaterials. Everywhere their efforts are directed to
ruining the native manufacturing power of those countries by neans
of cheaper goods and long credits. If they cannot obtain | ow
tariffs, then they devote their exertions to defrauding the
cust om houses, and to organi sing a whol esal e system of contraband
trade. The former device, as we have seen, succeeded in Portugal,
the latter in Spain. The collection of inport dues upon the ad
val orem principle has stood themin good stead in this matter, for
whi ch reason of |ate they have taken so nuch pains to represent the
principle of paying duty by weight -- as introduced by Prussia --
as being injudicious.
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Chapter 6

The French



France, too, inherited many a remmant of Roman Civilisation. On
the irruption of the Gernman Franks, who | oved nothing but the
chase, and changed nmany districts again into forests and waste
whi ch had been | ong under cultivation, alnost everything was | ost
again. To the nonasteries, however, which subsequently becane such
a great hindrance to civilisation, France, |like all other European
countries, is indebted for nost of her progress in agriculture
during the Mddl e Ages. The inmates of religious houses kept up no
feuds |ike the nobles, nor harassed their vassals with calls to
mlitary service, while their lands and cattle were | ess exposed to
rapi ne and extermnation. The clergy |oved good |iving, were averse
to quarrels, and sought to gain reputation and respect by
supporting the necessitous. Hence the old adage 'It is good to
dwel | under the crosier.' The Crusades, the institution of civic
communities and of guilds by Louis I X (Saint Louis), and the
proximty of Italy and Flanders, had considerable effect at an
early period in developing industry in France. Already in the
fourteenth century, Normandy and Brittany supplied woollen and
linen cloths for home consunption and for export to Engl and. At
this period also the export trade in wi nes and salt, chiefly
through the agency of Hanseatic niddl emen, had become inportant.

By the influence of Francis | the silk manufacture was
introduced into the South of France. Henry IV favoured this
i ndustry, as well as the nmanufacture of glass, |linen, and wooll ens;
Ri chelieu and Mazarin favoured the silk manufactories, the velvet
and wool | en manufactures of Rouen and Sedan, as well as the
fisheries and navi gati on.

On no country did the discovery of Anmerica produce nore
favourabl e effects than upon France. From Western France quantities
of corn were sent to Spain. Many peasants mgrated every year from
the Pyrenean districts to the north-east of Spain in search of
work. Great quantities of wine and salt were exported to the
Spani sh Net herl ands, while the silks, the velvets, as also
especially the articles of |uxury of French manufacture, were sold
in considerable quantities in the Netherlands, England, Spain, and
Portugal. O ng to this cause a great deal of Spanish gold and
silver got into circulation in France at an early period.

But the pal my days of French industry first comenced with
Col bert.

At the time of Mazarin's death, neither manufacturing industry,
comrerce, navigation, nor the fisheries had attained to inportance,
while the financial condition of the country was at its worst.

Col bert had the courage to grapple single-handed with an
undert aki ng whi ch Engl and could only br ing to a successful issue
by the persevering efforts of three centuries, and at the cost of
two revolutions. Fromall countries he obtained the nost skilfu
wor kimen, bought up trade secrets, and procured better machinery and
tools. By a general and efficient tariff he secured the hone
mar kets for native industry. By abolishing, or by limting as nuch
as possible, the provincial custons collections, by the
construction of highways and canals, he pronoted internal traffic.
These neasures benefited agriculture even nore than manufacturing
i ndustry because the nunber of consuners was thereby doubl ed and
trebl ed, and the producers were brought into easy and cheap
communi cation with the consumers. He further pronoted the interests
of agriculture by lowering the anbunts of direct inposts |levied
upon | anded property, by mtigating the severity of the stringent
measures previously adopted in collecting the revenue, by
equal i sing the incidence of taxation, and lastly by introducing
measures for the reduction of the rate of interest. He prohibited



the exportation of corn only in times of scarcity and high prices.
To the extension of the foreign trade and the pronotion of
fisheries he devoted special attention. He re-established the trade
with the Levant, enlarged that with the col onies, and opened up a
trade with the North. Into all branches of the adm nistration he

i ntroduced the nbst stringent econony and perfect order. At his
deat h France possessed 50,000 | oons engaged i n the nanufacture of
wool | ens; she produced annually silk manufactures to the val ue of
50 millions of francs. The State revenues had increased by 28
mllions of francs. The ki ngdom was in possession of flourishing
fisheries, of an extensive nmercantile nmarine, and a powerful

navy. (1*)

A century later, the econom sts have sharply censured Col bert,
and naintai ned that this statesman had been anxious to pronote the
interests of manufactures at the expense of agriculture: a reproach
whi ch proves nothing nore than that these authorities were
t hensel ves i ncapabl e of appreciating the nature of manufacturing
i ndustry. (2*)

If, however, Colbert was in error in opposing periodica
obstacles to the exportation of raw materials, yet by fostering the
growt h and progress of native industries he so greatly increased
the denmand for agricultural produce that he gave the agricultura
interest tenfold conpensation for any injury which he caused to it
by the above-naned obstacles. If, contrary to the dictates of
enl i ghtened statesmanshi p, he prescribed new processes of
manuf acture, and conpel |l ed the manufacturers by penal enactnents to
adopt them it should be borne in mind that these processes were
the best and the nost profitable known in his day, and that he had
to deal with a people which, sunk into the utnost apathy by reason
of a long despotic rule, resisted every innovation even though it
was an i nprovenent

The reproach, however, that France had |lost a | arge portion of
her native industry through Col bert's protective system could be
| evel | ed agai nst Col bert only by that school which utterly ignored
the revocation of the Edict of Nantes with its di sastrous
consequences. In consequence of these depl orable neasures, in the
course of three years after Colbert's death half a nillion of the
nmost industrious, skilful, and thriving inhabitants of France were
bani shed; who, consequently, to the double injury of France which
they had enriched, transplanted their industry and their capital to
Switzerland, to every Protestant country in Germany, especially to
Prussia, as also to Holland and Engl and. Thus the intrigues of a
bi goted courtesan ruined in three years the able and gifted work of
a whol e generation, and cast France back again into its previous
state of apathy; while England, under the aegis of her
Constitution, and invigorated by a Revolution which called forth
all the energies of the nation, was prosecuting with increasing
ardour and without internission the work comrenced by Elizabeth and
her predecessors.

The nel ancholy condition to which the industry and the finances
of France had been reduced by a | ong course of misgovernnent, and
the spectacle of the great prosperity of England, aroused the
emul ati on of French statesnen shortly before the French Revol ution
Infatuated with the hollow theory of the economi sts, they | ooked
for a renedy, in opposition to Colbert's policy, in the
establishment of free trade. It was thought that the prosperity of
the country could be restored at one blowif a better market were
provided for French wines and brandies in England, at the cost of
permitting the inportation of English nmanufactures upon easy terns
(a twelve per cent duty). England, delighted at the proposal,
willingly granted to the French a second edition of the Methuen



Treaty, in the shape of the so-called Eden Treaty of 1786; a copy
whi ch was soon followed by results not |ess ruinous than those
produced by the Portuguese ori gi nal

The English, accustonmed to the strong w nes of the Peninsul a,
did not increase their consunption to the extent which had been
expected, whilst the French perceived with horror that all they had
to offer the English were sinply fashions and fancy articles, the
total value of which was insignificant : whereas the English
manuf acturers, in all articles of prine necessity, the total anount
of which was enornous, could greatly surpass the French
manuf acturers in cheapness of prices, as well as in quality of
their goods, and in granting of credit. Wen, after a brief
conpetition, the French manufacturers were brought to the brink of
ruin, while French wine-growers had gained but little, then the
French Governnent sought to arrest the progress of this ruin by
termnating the treaty, but only acquired the conviction that it is
much easier to ruin flourishing manufactories in a few years than
to revive ruined manufactories in a whole generation. English
conpetition had engendered a taste for English goods in France, the
consequence of which was an extensive and | ong-continued contraband
trade which it was difficult to suppress. Meanwhile it was not so
difficult for the English, after the termnation of the treaty, to
accustomtheir palates again to the wi nes of the Peninsul a.

Not wi t hst andi ng that the commoti ons of the Revolution and the
i ncessant wars of Napol eon could not have been favourable to the
prosperity of French industry notw thstanding that the French | ost
during this period nost of their maritine trade and all their
col onies, yet French manufactories, solely fromtheir exclusive
possession of their hone markets, and fromthe abrogation of feuda
restrictions, attained during the Enpire to a hi gher degree of
prosperity than they had ever enjoyed under the preceding ancien
régime. The sane effects were noticeable in Germany and in al
countries over which the Continental blockade extended.

Napol eon said in his trenchant style, that under the existing
circunstances of the world any State which adopted the principle of
free trade nust cone to the ground. In these words he uttered nore
political wisdomin reference to the comrercial policy of France
than all contenporary political economists in all their witings.
We cannot but wonder at the sagacity with which this great genius,
wi t hout any previous study of the systenms of political econony,
conpr ehended the nature and i nportance of manufacturing power. Wel
was it for himand for France that he had not studied these
systens. 'Fornerly,' said Napoleon, 'there was but one description
of property, the possession of |and; but a new property has now
risen up, nanely, industry.' Napoleon saw, and in this way clearly
enunci at ed, what contenporary econom sts did not see, or did not
clearly enunciate, nanely, that a nation which conbines in itself
the power of manufactures with that of agriculture is an
i measurably nore perfect and nore wealthy nation than a purely
agricultural one. What Napoleon did to found and pronote the
i ndustrial education of France, to inprove the country's credit, to
i ntroduce and set going new inventions and i nproved processes, and
to perfect the neans of internal communication in France, it is not
necessary to dwell upon in detail, for these things are still too
wel | renenbered. But what, perhaps, does call for special notice in
this connection, is the biassed and unfair judgnent passed upon
this enlightened and powerful ruler by contenporary theorists.

Wth the fall of Napol eon, English conpetition, which had been
till then restricted to a contraband trade, recovered its footing
on the continents of Europe and Anerica. Now for the first tine the



English were heard to condemn protection and to eul ogi se Adam
Smith's doctrine of free trade, a doctrine which heretofore those
practical islanders considered as suited only to an ideal state of
Ut opi an perfection. But an inpartial, critical observer night
easily discern the entire aBsence of nere sentinental notives of
philanthropy in this conversion, for only when increased facilities
for the exportation of English goods to the continents of Europe
and Anmerica were in question were cosnopolitan argunents resorted
to; but so soon as the question turned upon the free inportation of
corn, or whether foreign goods nmight be allowed to conpete at al
with British manufactures in the English market, in that case quite
different principles were appeal ed to.(3*) Unhappily, it was said,
the 1 ong continuance in England of a policy contrary to natura
principles had created an artificial state of things, which could
not Be interfered with suddenly wi thout incurring the risk of
danger ous and m schi evous consequences. It was not to be attenpted
wi t hout the greatest caution and prudence. It was England' s

m sfortune, not her fault. Al the nore gratifying ought it to be
for the nations of the European and Anerican continents, that their
happy |l ot and condition left themquite free to partake w thout
del ay of the blessings of free trade.

In France, although her ancient dynasty reascended the throne
under the protection of the banner of England, or at any rate by
the i nfluence of English gold, the above argunents did not obtain
currency for very long. England' s free trade wought such havoc
amongst the manufacturing industries which had prospered and grown
strong under the Continental blockade system that a prohibitive
régine was speedily resorted to, under the protecting aegis of
whi ch, according to Dupin's testinony, (4*) the produci ng power of
French manufactories was doubl ed between the years 1815 and 1827

NOTES

1. 'Eloge de Jean Baptiste Col bert, par Necker' (1773) (CEuvres
Conpl etes, vol. xv.).

2. See Quesnay's paper entitled, 'Physiocratie, ou du Gouvernenent
| e plus avantageux au CGenre Humain (1768),' Note 5, 'sur |la maximnme
viii,' wherein Quesnay contradi cts and condemrmms Col bert in two
bri ef pages, whereas Necker devoted a hundred pages to the
exposition of Colbert's systemand of what he acconplished. It is
hard to say whether we are to wonder nobst at the ignorance of
Quesnay on matters of industry, history, and finance, or at the
presunpti on with which he passes judgnent upon such a nan as

Col bert wi thout adducing grounds for it. Add to that, that this

i gnorant dreamer was not even candi d enough to nmention the

expul sion of the Huguenots; nay, that he was not ashaned to all ege,
contrary to all truth, that Colbert had restricted the trade in
corn between province and province by vexatious police ordi nances.

3. A highly acconplished American orator, M Baldw n, Chief Justice
of the United States, when referring to the Canning-Huski sson
system of free trade, shrewdly remarked, that, |ike nost English
productions, it had been manufactured not so nmuch for hone
consunption as for exportation

Shall we | augh nost or weep when we call to nmind the rapture of
enthusiasmwi th which the Liberals in France and Germany, nore
particularly the cosnopolitan theorists of the philanthropic
school, and notably Mns. J. B. Say, hailed the announcenent of the
Canni ng- Huski sson systen®? So great was their jubilation, that one
m ght have thought the millenniumhad come. But |let us see what M



Canni ng' s own bi ographer says about this minister's views on the
subj ect of free trade

"M Canning was perfectly convinced of the truth of the
abstract principle, that comrerce is sure to flourish nobst when
whol |y unfettered; but since such had not been the opinion either
of our ancestors or of surrounding nations, and since in
consequence restraints had been inposed upon all comrerci al
transactions, a state of things had grown up to which the unguarded
application of the abstract principle, however true it was in
theory, mght have been somewhat m schievous in practice.' (The
Political Life of M Canning, by Stapleton, p. 3.) In the year
1828, these sane tactics of the English had again assunmed a
promi nence so marked that M Hunme, the Liberal menber of
Parlianment, felt no hesitation in stigmatising themin the House as
the strangling of Continental industries.

4. Forces productives de | a France.
Chapter 7
The Germans

In the chapter on the Hanseatic League we saw how, next in
order to Italy, Germany had flourished, through extensive comerce,
| ong before the other European states. W have now to continue the
industrial history of that nation, after first taking a rapid
survey of its earliest industrial circunstances and their
devel opnent.

In ancient Germania, the greater part of the | and was devoted
to pasturage and parks for gane. The insignificant and prinitive
agricul ture was abandoned to serfs and to wonmen. The sol e
occupation of the freenen was warfare and the chase; and that is
the origin of all the German nobility.

The German nobles firmy adhered to this systemthroughout the
M ddl e Ages, oppressing agriculturists and opposi ng manufacturing
i ndustry, while quite blind to the benefits which nmust accrued to
them as the lords of the soil, fromthe prosperity of both.

I ndeed, so deeply rooted has the passion for their hereditary
favourite occupati on ever continued with the German nobl es, that
even in the our days, long after they have been enriched by the

pl oughshare and shuttle, they still dreamin |egislative the about
the preservation of game and the game | aws, as though the wol f and
the sheep, the bear and the bee, could dwell in peace side by side;

as though | anded property could be devoted at one and the sane time
to gardening, tinber growing, and scientific farmng, and to the
preservation of wild boars, deer, and hares.

German husbandry | ong remai ned in a barbarous condition,
notw t hstandi ng that the influence of towns and nonasteries on the
districts in their imrediate vicinity could not be ignored.

Towns sprang up in the ancient Roman col onies, at the seats of
the tenporal and ecclesiastical princes and | ords, near
monast eri es, and, where favoured by the Enperor, to a certain
extent within their domains and inclosures, also on sites where the
fisheries, conbined with facilities for Iand and water transport,
of fered i nducenents to them They flourished in nost cases only by
supplying the |l ocal requirenents, and by the foreign transport
trade. An extensive system of native industry capable O supplying
an export trade could only have grown up by nmeans of extensive
sheep farm ng and extensive cultivation of flax. But flax
cultivation inplies a high standard of agriculture, while extensive
sheep farm ng needs protection agai nst wol ves and robbers. Such



protection could not be naintained anid the perpetual feuds of the
nobl es and princes between thensel ves and agai nst the towns. Cattle
pastures served always as the principal field for robbery; while
the total extermnation of beasts of prey was out of the question
with those vast tracts of forest which the nobility so carefully
preserved for their indulgence in the chase. The scanty nunber of
cattle, the insecurity of life and property, the entire |ack of
capital and of freedomon the part of the cultivators of the soil
or of any interest in agriculture on the part of those who owned
it, necessarily tended to keep agriculture, and with it the
prosperity of the towns, in a very |ow state.

If these circunstances are duly considered, it is easy to
under stand the reason why Fl anders and Brabant under totally
opposite conditions attained at so early a period to a high degree
of liberty and prosperity.

Not wi t hst andi ng t hese inpedinents, the German cities on the
Baltic and the Gernan Ccean flourished, owing to the fisheries, to
navi gation, and the foreign trade at sea; in Southern Gernany and
at the foot of the Alps, owing to the influence of Italy, G eece,
and the transport trade by |and; on the Rhine, the El be, and the
Danube, by nmeans of viticulture and the wine trade, owing to the
exceptional fertility of the soil and the facilities of water
conmmuni cation, which in the Mddle Ages was of still greater
i mportance than even in our days, because of the wetched condition
of the roads and the general state of insecurity.

This diversity of origin will explain the diversity
characterising the several confederations of German cities, such as
the Hanseatic, the Rhenish, the Swabian, the Dutch, and the
Hel veti c.

Though they continued powerful for a time owing to the spirit
of youthful freedom which pervaded them yet these | eagues |acked
the internal guarantee of stability, the principle of unity, the
cenment. Separated from each other by the estates of the nobility,
by the serfdom of the popul ation of the country, their union was
dooned sooner or later to break down, owing to the gradual increase
and enrichment of the agricultural population, anobng whom through
the power of the princes, the principle of unity was naintai ned.
The cities, inasmuch as they tended to pronote the prosperity of
agriculture, by so doing necessarily were working at their own
ef facenent, unless they contrived to incorporate the agricultura
classes or the nobility as nenbers of their unions. For the
acconpl i shnment of that object, however, they |acked the requisite
hi gher political instincts and know edge. Their political vision
sel dom ext ended beyond their own city walls.

Two only of these confederations, Switzerland and the Seven
United Provinces, actually carried out this incorporation, and that
not as the result of reflection, but because they were conpelled to
it, and favoured by circunstances, and for that reason those
confederations still exist. The Swiss Confederation is nothing but
a congl onerate of German inperial cities, established and cenented
together by the free popul ati ons occupying the intervening tracts
of country.

The remaining | eagues of German cities were ruined owing to
their contenpt for the rural population, and fromtheir absurd
burgher arrogance, which delighted in keeping that population in
subj ection, rather than in raising themto their own | evel

These cities could only have attained unity by means of an
hereditary royal authority. But this authority in Germany lay in
the hands of the princes, who, in order to avert restraints upon
their own arbitrary rule, and to keep both the cities and the ninor
nobl es in subjection, were interested in resisting the



establ i shnent of an hereditary enpire.

Hence the persevering adherence to the idea of the I|nperial
Roman Enpire anongst German kings. Only at the head of armies were
the enperors rulers; only when they went to war were they able to
bring together princes and cities under their banner. Hence their
protection of civic liberty in Germany, and their hostility to it
and persecution of it in Italy.

The expeditions to Rome not only weakened nore and nore the
kingly power in Germany, they weakened those very dynasties through
which, within the Enpire, in the heart of the nation, a
consol i dated power m ght have grown up. But with the extinction of
t he House of Hohenstaufen the nucl eus of consolidated power was
broken up into a thousand fragnents.

The sense of the inpossibility of consolidating the heart of
the nation inpelled the House of Hapsburg, originally so weak and
poor, to utilise the nation's vigour in founding a consolidated
hereditary nonarchy on the south-eastern frontier of the Gernman
Enpire, by subjugating alien races, a policy which in the northeast
was imtated by the Margraves of Brandenburg. Thus in the
sout h-east and north-east there arose hereditary sovereignties
founded upon the domi nion over alien races, while in the two
western corners of the land two republics grew into existence which
continually separated thensel ves nore and nore fromthe parent
nation; and within, in the nation's heart, disintegration,

i mpot ence, and dissolution continually progressed. The mi sfortunes
of the German nation were conpleted by the inventions of gunpowder
and of the art of printing, the revival of the Roman | aw, the

Ref ormation, and lastly the discovery of America and of the new
route to India.

The intellectual, social, and econom c revol ution which we have
descri bed produced divisions and di sruption between the constituent
menbers of the Enpire, disunion between the princes, disunion
between the cities, disunion even between the various guilds of
i ndividual cities, and between nei ghbours of every rank. The
energies of the nation were now diverted fromthe pursuit of
i ndustry, agriculture, trade, and navigation; fromthe acquisition
of colonies, the anelioration of internal institutions, in fact
fromevery kind of substantial inprovenent, the people contended
about dognas and the heritage of the Church

At the same tinme cane the decline of the Hanseatic League and
of Venice, and with it the decline of Germany's whol esal e trade,
and of the power and liberties of the German cities both in the
north and in the south.

Then came the Thirty Years' War with its devastations of all
territories and cities. Holland and Switzerl and seceded, while the
fairest provinces of the Enpire were conquered by France. \Wereas
fornmerly single cities, such as Strasburg, Nurnberg, Augsburg, had
surpassed in power entire electorates, they now sank into utter
i mpot ence in consequence of the introduction of standing arm es.

If before this revolution the cities and the royal power had
been nore consolidated -- if a king exclusively belonging to the
Gernman nation had obtained a conplete nmastery of the Refornmation,
and had carried it out in the interests of the unity, power, and
freedom of the nation -- how very differently would the
agriculture, industry, and trade of the Gernans have been
devel oped. By the side of considerations such as these, how
pitiable and unpractical seens that theory of political econony
whi ch woul d have us refer the material welfare of nations solely to
the production of individuals, wholly | osing sight of the fact that
the producing power of all individuals is to a great extent



determined by the social and political circunstances of the nation
The introduction of the Roman | aw weakened no nation so nmuch as the
German. The unspeakabl e confusion which it brought into the |ega
status and relations of private individuals, was not the worst of
its bad effects. Mdre mschievous was it by far, in that it created
a caste of learned men and jurists differing fromthe people in
spirit and | anguage, which treated the people as a class unl earned
inthe law, as mnors, which denied the authority of all sound
human under st andi ng, whi ch everywhere set up secrecy in the room of
publicity, which, living in the nost abject dependence and I|iving
upon arbitrary power, everywhere advocated it and defended its

i nterests, everywhere gnawed at the roots of liberty. Thus we see
even to the begi nning of the eighteenth century in Gernany,
barbarismin literature and | anguage, barbarismin | egislation
State administration and adm nistration of justice; barbarismin
agriculture, decline of industry and of all trade upon a |arge
scale, want of unity and of force in national cohesion;
power | essness and weakness on all hands in dealing with foreign
nations.

One thing only the Germans had preserved; that was their
aboriginal character, their |ove of industry, order, thrift, and
nmoder ation, their perseverance and endurance in research and in
busi ness, their honest striving after inprovenent, and a
consi derabl e natural neasure of norality, prudence, and
ci rcunspecti on.

This character both the rulers and the ruled had in conmon.
After the alnost total decay of nationality and the restoration of
tranquillity, people began in sone individual isolated circles to
i ntroduce order, inprovenent, and progress. Nowhere was witnessed
nmore zeal in cherishing education, manners, religion, art, and
sci ence; nowhere was absol ute power exercised with greater
nmoderation or with nore advantage to general enlightennent, order
and norality, to the reformof abuses and the advancenent of the
conmmon wel f are.

The foundation for the revival of German nationality was
undoubtedly laid by the Governnents them selves, by their
consci entious devotion of the proceeds of the secul arised Church
| ands to the uses of education and instruction, of art and science,
of nmorality and objects of public utility. By these neasures |ight
made its way into the State administration and the adninistration
of justice, into education and literature, into agriculture,

i ndustry, and commerce, and above all anpbngst the masses. Thus
Germany devel oped herself in a totally different way fromall other
nations. El sewhere high nmental culture rather grew out of the

evol ution of the naterial powers of production, whilst in Gernany
the gromh of material powers of production was the outcone chiefly
of an antecedent intellectual devel opnent. Hence at the present day
the whole culture of the Germans is theoretical. Hence al so those
many unpractical and odd traits in the German character which other
nations notice in us.

For the nonent the Germans are in the position of an individua
who, having been fornerly deprived of the use of his linbs, first
| earned theoretically the arts of standing and wal ki ng, of eating
and drinking, of laughing and weeping, and then only proceeded to
put themin practice. Hence cones the Gernman predil ection for
phi | osophi ¢ systens and cosnopolitan dreans. The intellect, which
was not allowed to stir in the affairs of this world, strove to
exercise itself in the realns of speculation. Hence, too, we find
t hat nowhere has the doctrine of Adam Snmith and of his disciples
obtained a larger follow ng than in Germany; nowhere el se have
peopl e nore thoroughly believed in the cosnopolitan magnanimty of



Messrs Canni ng and Huski sson

For the first progress in nanufactures Germany is indebted to
the revocation of the Edict of Nantes and to the numerous refugees
who by that insane neasure were driven to emgrate to al nbost every
part of Germany, and established everywhere nmanufactures of wool,
silk, jewellery, hats, glass, china, gloves, and industries of
every ki nd.

The first Governnment neasures for the pronotion of nanufactures
in Germany were introduced by Austria and Prussia; in Austria under
Charles VI and Maria Theresa, but even nore under Joseph I
Austria had fornmerly suffered enornously fromthe bani shnment of the
Protestants, her nobst industrious citizens; nor can it be exactly
affirnmed that she distinguished herself in the i mmedi ate sequel by
pronoting enlightenment and nental culture. Afterwards, in
consequence of a protective tariff, inproved sheep farm ng, better
roads, and other encouragenents, industry nade consi derable strides
even under Maria Theresa.

More energetically still was this work pushed forward under
Joseph Il and with i mensely greater success. At first, indeed, the
results could not be called inportant, because the Enperor,
according to his wont, was too precipitate in these as in all his
ot her schenes of reform and Austria, in relation to other states,
still occupied too backward a position. Here as el sewhere it becane
evi dent that one might get 'too nuch of a good thing' at once, and
that protective duties, in order to work beneficially and not as a
di sturbing el enent upon an existing state of things, nust not be
made too high at the commencenent. But the |onger that system
continued, the nore clearly was its wi sdom denonstrated. To that
tariff Austria is indebted for her present prosperous industries
and the flourishing condition of her agriculture.

The industry of Prussia had suffered nore than that of any
other country fromthe devastations of the Thirty Years' War. Her
nost i nmportant industry, the manufacture of cloth in the Margravate
of Brandenburg, was alnpbst entirely annihilated. The majority of
cloth workers had migrated to Saxony, while English inports at the
time held every conpetition in check. To the advantage of Prussia
now cane the revocation of the Edict of Nantes and the persecution
of the Protestants in the Palatinate and in Sal zburg. The great
El ector saw at a gl ance what Elizabeth before himhad so clearly
under stood. In consequence of the neasures devised by hima great
nunber of the fugitives directed their steps to Prussia, fertilised
the agricultural industry of the land, established a | arge nunber
of manufactures, and cultivated science and art. Al his successors
followed in his footsteps, none with nore zeal than the great King
-- greater by his policy in tims of peace than by his successes in
war. Space is wanting to treat at length of the countless neasures
whereby Frederick Il attracted to his dom nions |arge nunbers of
foreign agriculturists, brought tracts of waste land into
cultivation, and established the cultivation of nmeadows, of cattle
fodder, vegetables, potatoes, and tobacco, inproved sheep farm ng,
cattle breeding, horse breeding, the use of mineral manures, &c.,
by which neans he created capital and credit for the benefit of the
agricultural classes. Still nore than by these direct nmeasures he
pronoted indirectly the interests of agriculture by neans of those
branches of manufacture which, in consequence of the custons tariff
and the inproved neans of transport which he established, as well
as the establishment of a bank, nade greater advances in Prussia
than in any other German state, notwithstanding that that country's
geographi cal position, and its division into several provinces
separated fromone another, were nuch | ess favourable for the



success of such neasures, and that the di sadvantages of a custons
cordon, nanely, the danagi ng effects of a contraband trade, nust be
felt nore acutely there than in great states whose territories are
conpact and wel |l protected by boundaries of seas, rivers, and
chai ns of nountains.

At the sane time we are now se anxious, under cover of this
eul ogy, to defend the faults of the system such as, for exanple,
the restrictions laid upon the exportation of raw naterial. Still,
that in despite of these faults the national industry was
consi derably advanced by it, no enlightened and inpartial historian
woul d venture to dispute.

To every unprejudiced m nd, unclouded by false theories, it
must be clear that Prussia gained her title to rank anongst the
Eur opean powers not so nuch by her conquests as by her wi se policy
in promoting the interests of agriculture, industry, and trade, and
by her progress in literature and science; and all this was the
wor k of one great genius al one.

And yet the Crown was not yet supported by the energy of free
institutions, but sinply by an administrative system well ordered
and consci entious, but unquestionably tramelled by the dead
mechani cal routine of a hierarchical bureaucracy.

Meanwhile all the rest of Germany had for centuries been under
the influence of free trade -- that is to say, the whole world was
free to export manufactured products into Gernany, while no one
consented to admt Gernman nmanufactured goods into other countries.
This rule had its exceptions, but only a few It cannot, however,
be asserted that the predictions and the prom ses of the schoo
about the great benefits of free trade have been verified by the
experience of this country, for everywhere the novenent was rather
retrograde than progressive. Cities |ike Augsburg, Nirnberg,
Mayence, Col ogne, &c., nhunbered no nore than a third or a fourth
part of their forner popul ation, and wars were often wi shed for
merely for the sake of getting rid of a valuel ess surplus of
produce.

The wars cane in the train of the French Revolution, and with
them Engl i sh subsidies together with increased English conpetition
Hence a new downward tendency in manufactures coupled with an
increase in agricultural prosperity, which, however, was only
apparent and transitory.

Next foll owed Napol eon's Continental Bl ockade, an event which
marked an era in the history of both German and French industry,
notwi t hstandi ng that Mns. J. B. Say, Adam Smith's npbst fanous
pupil, denounced it as a calanmity. Whatever theorists, and notably
the English, may urge against it, this nuch is clearly nmade out --
and all who are conversant with Gernman industry nust attest it, for
there is abundant evidence of the fact in all statistical witings
of that day -- that, as a result of this blockade, German
manufactures of all and every kind for the first tine began to nake
an i nportant advance; (1*) that then only did the inproved breeding
of sheep (which had been commenced sone tine before) beconme genera
and successful; that then only was activity displayed in inproving
the means of transport. It is true, on the other hand, that Germany
| ost the greater part of her former export trade, especially in
linens. Yet the gain was considerably greater than the |oss,
particularly for the Prussian and Austrian manufacturing
establ i shnents, which had previously gained a start over all other
manufactories in the German states.

But with the return of peace the English manufacturers again
entered into a fearful conpetition with the German; for during the
reci procal bl ockade, in consequence of new inventions and a great
and al nost excl usive export trade to foreign |lands, the



manuf actories of the island had far outstripped that of Gernany;
and for this reason, as well as because of their |large acquired
capital, the former were first in a position to sell at nuch | ower
prices, to offer nmuch superior articles, and to give rmuch | onger
credit than the latter, which had still to battle with the
difficulties of a first beginning. Consequently general ruin
foll owed and | oud wailings anongst the latter, especially in the
| ower Rheni sh provinces, in those regi ons which, having fornerly
bel onged to France, were now excluded fromthe French narket.
Besi des, the Prussian custons tariff had undergone many changes in
the direction of absolute free trade, and no | onger afforded any
sufficient protection against English conpetition. At the sane tine
the Prussian bureaucracy |ong strove against the country's cry for
hel p. They had becone too strongly inbued with Adam Snith's theory
at the universities to discern the want of the times with
sufficient pronptness. There even still existed politica
econom sts in Prussia who harboured the bold design of reviving the
| ong- expl oded ' physiocratic' system Meanwhile the nature of things
here too proved a mghtier force than the power of theories. The
cry of distress raised by the nanufacturers, hailing as it did from
districts still yearning after their forner state of connection
with France, whose synpathies it was necessary to conciliate, could
not be safely disregarded too |long. Mdre and nore the opinion
spread at the tinme that the English Governnent were favouring in an
unpr ecedent ed manner a schene for glutting the markets on the
Continent with nanufactured goods in order to stifle the
Continental manufactures in the cradle. This idea has been
ridiculed, but it was natural enough that it should prevail, first,
because this glutting really took place in such a manner as though
it had been deliberately planned; and, secondly, because a
cel ebrated nenber of Parlianent, M Henry Brougham (afterwards Lord
Brougham), had openly said, in 1815, 'that it was well worth while
to incur a loss on the exportation of English manufactures in order
to stifle in the cradle the foreign manufactures.' (2*) This idea of
this lord, since so renowned as a phil ant hropi st, cosnopolist, and
Li beral, was repeated ten years later alnost in the sane words by
M Hunme, a nmenber of Parlianment not |ess distinguished for
|iberalism when he expressed a wi sh that 'Continental nmanufactures
m ght be nipped in the bud.’

At length the prayer of the Prussian nmanufacturers found a

hearing -- | ate enough, indeed, as nust be adnmtted when one
considers how painful it is to be westling with death year after
year -- but at last their cry was heard to real good purpose. The

Prussian custons tariff of 1818 answered, for the tine in which it
was established, all the requirenents of Prussian industry, wthout
in any way overdoing the principle of protection or unduly
interfering with the country's beneficial intercourse with foreign
countries. Its scale of duties was much | ower than those of the
English and French custons systens, and necessarily so; for in this
case there was no question of a gradual transition froma
prohibitive to a protective system but of a change fromfree trade
(so called) to a protective system Another great advantage of this
tariff, considered as a whole, was that the duties were nostly

| evied according to the weight of goods and not according to their
val ue. By this nmeans not only were snuggling and too | ow val uations
obvi ated, but also the great object was gained, that articles of
general consunption, which every country can nost easily
manufacture for itself, and the manufacture of which, because of
their great total noney value, is the nost inportant of any for the
country, were burdened with the highest inport duty, while the



protective duty fell lower and lower in proportion to the fineness
and costliness of the goods, also as the difficulty of making such
articles at hone increased, and al so as both the inducenments and
the facilities for snuggling increased.

But this node of charging the duty upon the wei ght woul d of
course, for very obvious reasons, affect the trade with the
nei ghbouring German states much nore injuriously than the trade
with foreign nations. The second-rate and smaller Gernan states had
now to bear, in addition to their exclusion fromthe Austrian,
French, and English markets, alnpbst total exclusion fromthat of
Prussia, which hit themall the harder, since many of them were
either totally or in great part hemmed in by Prussian provinces.

Just in proportion as these neasures pacified the Prussian
manuf acturers, was the | oudness of the outcry against themon the
part of the manufacturers of the other German states. Add to that,
that Austria had shortly before inposed restrictions on the
i mportation of German goods into Italy, notably of the Iinens of
Upper Swabia. Restricted on all sides in their export trade to
smal |l strips of territory, and further being separated from one
another by smaller internal lines of custons duties, the
manuf acturers of these countries were well-nigh in despair.

It was this state of urgent necessity which led to the
formation of that private union of five to six thousand German
manuf acturers and nerchants, which was founded in the year 1819 at
the spring fair held in Frankfort-on-the-Main, with the object of
abolishing all the separate tariffs of the various German states,
and on the other hand of establishing a cormon trade and
cust om house system for the whol e of Germany.

This union was formally organised. Its articles of association
were subrmitted to the Diet, and to all the rulers and governments
of the German states for approval. In every German town a | oca
correspondent was appoi nted; each German state had its provincia
correspondent. All the nmenbers and correspondents bound thensel ves
to pronote the objects of the union to the best of their ability.
The city of Niurnberg was sel ected as the head-quarters of the
uni on, and authorised to appoint a central comittee, which should
direct the business of the union, under the advice of an assessor,
for which office the author of this book was selected. In a weekly
journal of the union, bearing the title of 'Organ des deutschen
Handel s- und Fabri kant enst andes,' (3*) the transacti ons and neasures
of the central conmittee were nade known, and ideas, proposals,
treatises, and statistical papers relating to the objects of the
uni on were published. Each year at the spring fair in Frankfort a
general neeting of the union was held, at which the centra
conmmittee gave an account of its stewardship.

After this union had presented a petition to the German Diet
showi ng the need and expedi ency of the neasures proposed by their
organi sation, the central committee at Nirnberg comenced
operations. Deputations were sent to every Gernan Court, and
finally one to the Congress of Plenipotentiaries held at Vienna in
1820. At this congress so nuch at |east was gai ned, that several of
the second-class and smaller Gernan states agreed to hold a
separate congress on the subject at Darnstadt. The effect of the
deli berations of this |ast-named congress was, first, to bring
about a union between Wirtenberg and Bavaria; secondly, a union of
sone of the German states and Prussia; then a union between the
m ddl e Gernman states; lastly, and chiefly in consequence of the
exertions of Freiherr von Cotta to fuse the above-naned three
unions into a general custons confederation, so that at this
present tine, with the exception of Austria, the two Meckl enburgs,
Hanover, and the Hanse Towns, the whole of Germany is associated in



a single custons union, which has abolished the separate custons
|ines anbngst its menbers, and has established a uniformtariff in
common agai nst the foreigner, the revenue derived fromwhich is
distributed pro rata anbngst the several states according to their
popul ati ons.

The tariff of this union is substantially the sane as that
established by Prussia in 1818; that is to say, it is a noderate
protectionist tariff.

In consequence of this unification of custons, the industry,
trade, and agriculture of the German states form ng the union have
al ready made enornous stri des.

NOTES

1. The system nust necessarily have affected France in a different
manner than Gernany, because Germany was nostly shut out fromthe
French markets, while the German markets were all open to the
French manuf acturer

2. Report of the Conmittee of Commerce and Manufactures to the
House of Representatives of the Congress of the United States, Feb
13, 1816.

3. Organ of the German Commercial and Manufacturing Interests.

Chapter 8
The Russi ans

Russia owes her first progress in civilisation and industry to
her intercourse with Greece, to the trade of the Hanseatic Towns
wi th Novgorod and (after the destruction of that town by I|van
Wassiljewitsch) to the trade which arose with the English and
Dutch, in consequence of the discovery of the water conmmruni cation
with the coasts of the Wite Sea.

But the great increase of her industry, and especially of her
civilisation, dates fromthe reign of Peter the Geat. The history
of Russia during the last hundred and forty years offers a nost
striking proof of the great influence of national unity and
political circunstances on the economc welfare of a nation

To the inperial power which established and nmaintained this
uni on of innunerable Barbaric hordes, Russia owes the foundations
of her manufactures, her vast progress in agriculture and
popul ation, the facilities offered to her interior traffic by the
construction of canals and roads, a very large foreign trade, and
her standing as a comercial power.

Russi a' s i ndependent system of trade dates, however, only from
the year 1821.

Under Catherine Il. trade and manufactures had certainly nade
some progress, on account of the privileges she offered to foreign
artisans and manufacturers; but the culture of the nation was stil
too inperfect to allow of its getting beyond the first stages in
the manufacture of iron, glass, linen, &., and especially in those
branches of industry in which the country was specially favoured by
its agricultural and m neral wealth.

Besides this, further progress in nanufactures would not, at
that time, have been conducive to the economc interests of the
nation. If foreign countries had taken in paynent the provisions,
raw material, and rude nmanufactures which Russia was able to
furnish if, further, no wars and exterior events had intervened,



Russia by neans of intercourse with nations nore advanced than
hersel f woul d have been much nore prosperous, and her culture in
general would in consequence of this intercourse have nmade greater
progress than under the manufacturing system But wars and the
Continental bl ockade, and the commercial regulations of foreign
nations, conpelled her to seek prosperity in other ways than by the
export of raw materials and the inport of manufactures. In
consequence of these, the previous comrercial relations of Russia
by sea were disturbed. Her overland trade with the western
continent could not make up for these | osses; and she found it
necessary, therefore, to work up her raw naterials herself. After
the establishinment of the general peace, a desire arose to return
to the old system The CGovernnent, and even the Enperor, were
inclined to favour free trade. In Russia, the witings of Herr
Storch enjoyed as high a reputation as those of Mons Say in
Germany. People were not alarnmed by the first shocks which the hone
manuf act ori es, which had arisen during the Continental Bl ockade,
suffered owing to English conmpetition. The theorists naintained
that if these shocks could only be endured once for all, the

bl essings of free trade would follow And indeed the circunstances
of the conmmercial world at the time were uncomonly favourable to
this transition. The failure of crops in Wstern Europe caused a
great export of agricultural produce, by which Russia for a |ong
time gai ned anple nmeans to bal ance her large inportation of
manuf act ured goods.

But when this extraordi nary demand for Russian agricultura
produce had ceased, when, on the other hand, England had inposed
restrictions on the inport of corn for the benefit of her
ari stocracy, and on that of foreign tinber for the benefit of
Canada, the ruin of Russia's hone manufactories and the excessive
i nport of foreign manufactures nade itself doubly felt. Although
people had formerly, with Herr Storch, considered the bal ance of
trade as a chimera, to believe in the existence of which was, for
a reasonabl e and enlightened man, no | ess outrageous and ridi cul ous
than the belief in witchcraft in the seventeenth century had been,
it was now seen with alarmthat there nmust be something of the
nature of a bal ance of trade as between i ndependent nations. The
nmost enlightened and di scerning statesnman of Russia, Count
Nessel rode, did not hesitate to confess to this belief. He declared
in an official circular of 1821: 'Russia finds herself conpelled by
circunstances to take up an independent system of trade; the
products of the enpire have found no foreign market, the hone
manuf actures are ruined or on the point of being so, all the ready
money of the country flows towards foreign |ands, and the nost
substantial trading firms are nearly ruined.' The beneficia
effects of the Russian protective systemcontributed no | ess than
the injurious consequences of the re-establishnment of free trade
had done to bring into discredit the principles and assertions of
the theorists. Foreign capital, talent, and | abour flowed into the
country fromall civilised | ands, especially from Engl and and
Germany, in order to share in the advantages offered by the hone
manuf act ori es.

The nobility imtated the policy of the Enpire at large. As
they could obtain no foreign nmarket for their produce, they
attenpted to solve the probleminversely by bringing the market
into proximity with the produce -- they established manufactories
on their estates. |In consequence of the demand for fine wool
produced by the newy created wool |l en nmanufactories, the breed of
sheep was rapidly inproved. Foreign trade increased, instead of
declining, particularly that with China, Persia, and other
nei ghbouring countries of Asia. The comercial crises entirely



ceased, and one need only read the |atest reports of the Russian
M ni ster of Commerce to be convinced that Russia owes a |arge
measure of prosperity to this system and that she is increasing
her national wealth and power by enornobus strides.

It is foolish for Gernans to try to nmake little of this
progress and to conplain of the injury which it has caused to the
nort h-eastern provinces of Germany. Each nation, |ike each
individual, has its own interests nearest at heart. Russia is not
called upon to care for the welfare of Germany; Gernany nust care
for Germany, and Russia for Russia. It would be nmuch better,

i nstead of conplaining, instead of hoping and waiting and expecting
the Messiah of a future free trade, to throw the cosnopolitan
systeminto the fire and take a | esson fromthe exanple of Russia.

That Engl and should | ook with jeal ousy on this comrercia
policy of Russia is very natural. By its neans Russia has
emanci pated herself from Engl and, and has qualified herself to
enter into conpetition with her in Asia. Even if England

manuf actures nore cheaply, this advantage will in the trade with
Central Asia be outweighed by the proximty of the Russian Enpire
and by its political influence. Al though Russia may still be, in

conparison with Europe, but a slightly civilised country, yet, as
conpared with Asia, she is a civilised one.

Meantinme, it cannot be denied that the want of civilisation and
political institutions will greatly hinder Russia in her further
i ndustrial and comrercial progress, especially if the Inperia
Gover nment does not succeed in harnonising her political conditions
with the requirenents of industry, by the introduction of efficient
muni ci pal and provincial constitutions, by the gradual linmtation
and final abolition of serfdom by the formation of an educated
m ddl e cl ass and a free peasant class, and by the conpl etion of
means of internal transport and of communication with Central Asia.
These are the conquests to which Russia is called in the present
century, and on them depends her further progress in agriculture
and industry, in trade, navigation and naval power. But in order to
render reforns of this kind possible and practicable, the Russian
aristocracy nust first learn to feel that their own material
interests will be nobst pronoted by them

Chapter 9
The North Anericans

After our historical exam nation of the comrercial policy of
the European nations, with the exception of those fromwhich there
is nothing of inportance to be learnt, we will cast a glance beyond
the Atlantic Ccean at a people of colonists which has been raising
itself alnost before our eyes fromthe condition of entire
dependence on the nother country, and of separation into a nunber
of colonial provinces having no kind of political union between
thenselves, to that of a united, well-organised, free, powerful,

i ndustrious, rich, and independent nation, which will perhaps in
the tinme of our grandchildren exalt itself to the rank of the first
naval and commrercial power in the world. The history of the trade
and industry of North Anerica is nore instructive for our subject
than any other can be, Because here the course of devel opnent
proceeds rapidly, the periods of free trade and protection follow
closely on each other, their consequences stand out clearly and
sharply defined, and the whol e nmachinery of national industry and
State administration noves exposed before the eyes of the
spect at or.

The North Anerican col onies were kept, in respect of trade and



i ndustry, in such conplete thraldomby the nother country, that no
sort of manufacture was permtted to them beyond donestic

manuf acture and the ordinary handicrafts. So late as the year 1750
a hat manufactory in the State of Massachusetts created so great
sensation and jealousy in Parlianent, that it declared all kinds of
manufactories to be 'conmon nui sances,' not excepting iron works,
notw t hstandi ng that the country possessed in the greatest
abundance all the requisite materials for the nmanufacture of iron
Even nore recently, nanely, in 1770, the great Chatham nade uneasy
by the first manufacturing attenpts of the New Engl anders, decl ared
that the col onies should not be permitted to manufacture so nuch as
a horseshoe nail.

To Adam Snith belongs the nerit of having first pointed out the
injustice of this policy.

The nonopoly of all manufacturing industry by the nother
country was one of the chief causes of the American Revol ution; the
tea duty nmerely afforded an opportunity for its outbreak

Freed fromrestrictions, in possession of all material and
intellectual resources for manufacturing work, and separated from
that nation fromwhich they had previously been supplied with
manuf act ured goods, and to which they had been selling their
produce, and thus thrown with all their wants upon their own
resources: manufactures of every kind in the North American free
states received a mighty stimulus during the war of revol ution,
which in its turn had the effect of benefiting agriculture to such
an extent that, notw thstanding the burdens and the devastation
consequent upon the then recent war, the value of land and the rate
of wages in these states everywhere rose i mensely but as, after
the peace of Paris, the faulty constitution of the free states made
the introduction of a united comercial systeminpossible, and
consequently English manufactured goods again obtained free
adm ssion, conpetition with which the newy established Anerican
manuf act ori es had not strength enough to bear, the prosperity which
had ari sen during the war vani shed much nore quickly than it had
grown up. An orator in Congress said afterwards of this crisis: 'W
did buy, according to the advice of nodemtheorists, where we could
buy cheapest, and our markets were flooded with forei gn goods;
Engl i sh goods sold cheaper in our seaport towns than in Liverpoo
or London. Qur manufacturers were being ruined; our nmerchants, even
those who thought to enrich thensel ves by inportation, becane
bankrupt; and all these causes together were so detrinental to
agriculture, that |anded property becane very generally worthl ess,
and consequentl|y bankruptcy becane general even anong our
| andowners. '

This condition of things was by no neans tenporary; it |asted
fromthe peace of Paris until the establishment of the federa
constitution, and contributed nore than any other circunstance to
bring about a nore intinmate union between the free states and to
inpel themto give to Congress full powers for the naintenance of
a united comercial policy. Congress was inundated with petitions
fromall the states -- New York and South Carolina not excepted --
in favour of protective measures for internal industry; and
Washi ngton, on the day of his inauguration, wore a suit of
hone- manuf actured cloth, '"in order,' said a contenporary New York
journal, "in the sinple and inpressive manner so peculiar to this
great man, to give to all his successors in office and to all
future legislators a nenorable | esson upon the way in which the
wel fare of this country is to be pronmoted.' Although the first
American tariff (1789) levied only light duties on the inportation
of the npbst inportant nmanufactured articles, it yet worked so
beneficially fromthe very first years of its introduction that



Washington in his 'Message' in 1791 was able to congratul ate the
nation on the flourishing condition of its manufactures,
agriculture, and trade

The i nadequacy of this protection was, however, soon apparent;
for the effect of the slight inport duties was easily overcone by
Engl i sh manufacturers, who had the advantage of inproved nethods of
production. Congress did certainly raise the duty on the nost
i mportant manufactured articles to fifteen per cent, but this was
not till the year 1804, when it was conpelled, owi ng to deficient
custons receipts, to raise nore revenue, and long after the inland
manuf act urers had exhausted every argunent in favour of having nore
protection, while the interests opposed to themwere equally
strenuous upon the advantages of free trade and the injurious
effects of high inport duties

In striking contrast with the slight progress which had, on the
whol e, been nade by the manufacturers of the country, stood the
i mproved condition of its navigation, which since the year 1789,
upon the notion of James Madi son, had received effectua
protection. Froma tonnage of 200,000 in 1789 their mercantile
marine had increased in 1801 to nore than 1,000,000 tons. Under the
protection of the tariff of 1804, the manufacturing interest of the
United States could just barely maintain itself against the English
manuf act ori es, which were continually being inproved, and had
attained a col ossal magnitude, and it woul d doubtl ess have had to
succunb entirely to English conpetition, had it not been for the
hel p of the enbargo and decl arati on of war of 1812. In consequence
of these events, just as at the tinme of the War of I|ndependence,
the Anerican manufactories received such an extraordi nary i npetus
that they not only sufficed for the hone demand, but soon began to
export as well. According to a report of the Coormittee on Trade and
Manuf actures to Congress in 1815, 100,000 hands were enployed in
the wool |l en and cotton manufactures al one, whose yearly production
anmounted to the value of nore than sixty mllion dollars. As in the
days of the War of I|ndependence, and as a necessary consequence of
the increase in manufacturing power, there occurred a rapid rise in
all prices, not only of produce and in wages, but also of |anded
property, and hence universal prosperity anongst |andowners,
| abourers, and all engaged in internal trade.

After the peace of Ghent, Congress, warned by the experience of
1786, decreed that for the first year the previous duties should be
doubl ed, and during this period the country continued to prosper
Coerced, however, by powerful private interests which were opposed
to those of the manufacturers, and persuaded by the argunments of
theorists, it resolved in the year 1816 to nmake a consi derable
reduction in the inport duties, whereupon the sane effects of
external conpetition reappeared which had been experienced from
1786 to 1789, viz. ruin of manufactories, unsaleability of produce,
fall in the value of property and general calanmty anobng
| andowners. After the country had for a second tine enjoyed in war
time the bl essings of peace, it suffered, for a second tineg,
greater evils through peace than the nost devastating war could
have brought upon it. It was only in the year 1824, after the
effects of the English corn | aws had been made mani fest to the ful
extent of their unw se tendency thus conpelling the agricultura
interest of the central, northern, and western states to nmake
common cause with the nanufacturing interest, that a sonewhat
hi gher tariff was passed in Congress, which, however, as M
Huski sson i mredi ately brought forward counteracting neasures with
the view of paralysing the effects of this tariff on English
conpetition, soon proved insufficient, and had to be suppl enent ed



by the tariff of 1828, carried through Congress after a violent
struggl e.

Recently published official statistics(1*) of Massachusetts
give a tolerable idea of the start taken by the manufactures of the
United States, especially in the central and northern states of the
Uni on, in consequence of the protective system and in spite of the
subsequent nodification of the tariff of 1828. In the year 1837,
there were in this State (Massachusetts) 282 cotton mills and
565, 031 spindles in operation, enploying 4,997 mal e and 14, 757
fermal e hands; 37,275,917 pounds of cotton were worked up, and
126, 000, 000 yards of textile fabrics manufactured, of the val ue of
13, 056, 659 dollars, produced by a capital of 14,369,719 dollars.

In the wool | en manufacture there were 192 nills, 501 machi nes,
and 3,612 nmal e and 3,485 fenal e operatives enpl oyed, who worked up
10, 858, 988 pounds of wool, and produced 11, 313,426 yards of cloth,
of the value of 10,399,807 dollars on a working capital of
5,770, 750 dol |l ars.

16, 689, 877 pairs of shoes and boots were nmanufactured (Il arge
quantities of shoes being exported to the western states), to the
val ue of 14,642,520 doll ars.

The ot her branches of nmanufacture stood in relative proportion
to the above.

The conbi ned val ue of the manufactures of the State (deducting
shi pbui | di ng) amounted to over 86 million dollars, with a working
capital of about 60 million dollars.

The nunber of operatives (nmen) was 117,352; and the tota
nunmber of inhabitants of the State (in 1837) was 701, 331

M sery, brutality, and crine are unknown anong the
manuf act uri ng popul ati on here. On the contrary, anong the numerous
mal e and fermal e factory workers the strictest norality,
cl eanliness, and neatness in dress, exist; libraries are
established to furnish themw th useful and instructive books; the
work is not exhausting, the food nourishing and good. Mst of the
wonen save a dowy for themsel ves. (2%)

This last is evidently the effect of the cheap prices of the
comon necessaries of life, light taxation, and an equitable
custons tariff. Let England repeal the restrictions on the inport
of agricultural produce, decrease the existing taxes on consunption
by one-half or two-thirds, cover the loss by an incone tax, and her
factory workers will be put into the sane position

No nati on has been so misconstrued and so m sjudged as respects
its future destiny and its national econony as the United States of
North Anmerica, by theorists as well as by practical nen. Adam Snith
and J. B. Say had laid it down that the United States were, 'like
Pol and,' destined for agriculture. This conparison was not very
flattering for the union of some dozen of new, aspiring, youthfu
republics, and the prospect thus held out to themfor the future
not very encouragi ng. The above-nentioned theorists had
denonstrated that Nature herself had singled out the people of the
United States exclusively for agriculture, so long as the richest
arable land was to be had in their country for a nere trifle. Geat
was the commendati on which had been bestowed upon them for so
willingly acquiescing in Nature's ordinances, and thus supplying
theorists with a beautiful example of the splendid working of the
principle of free trade. The school, however, soon had to
experience the nortification of losing this cogent proof of the
correctness and applicability of their theories in practice, and
had to endure the spectacle of the United States seeking their
nation's welfare in a direction exactly opposed to that of absolute
freedom of trade

As this youthful nation had previously been the very apple of



the eye of the school nen, so she now becane the object of the

heavi est condemmation on the part of the theorists of every nation
in Europe. It was said to be a proof of the slight progress of the
New World in political know edge, that while the European nations
were striving with the nost honest zeal to render universal free
trade possible, while England and France especially were actually
engaged in endeavouring to nmake inportant advances towards this
great philanthropic object, the United States of North Anerica were
seeking to pronote their national prosperity by a return to that

| ong- expl oded nercantile system which had been clearly refuted by
theory. A country like the United States, in which such neasurel ess
tracts of fruitful land still remained uncultivated and where wages
ruled so high, could not utilise its material wealth and increase
of population to better purpose than in agriculture; and when this
shoul d have reached conpl ete devel opnent, then manufactures woul d
arise in the natural course of events without artificial forcing.
But by an artificial devel opnent of manufactures the United States
woul d injure not only the countries which had | ong before enjoyed
civilisation, but thenselves nost of all

Wth the Americans, however, sound common sense, and the
instinct of what was necessary for the nation, were nore potent
than a belief in theoretical propositions. The argunments of the
theorists were thoroughly investigated, and strong doubts
entertained of the infallibility of a doctrine which its own
disciples were not willing to put in practice.

To the argunent concerning the still uncultivated tracts of
fruitful land, it was answered that tracts of such land in the
popul ous, well-cultivated states of the Union which were ripe for
manuf acturing industry, were as rare as in Great Britain; that the
surpl us popul ati on of those states would have to mgrate at great
expense to the west, in order to bring tracts of |and of that
description into cultivation, thus not only annually causing the
eastern states large losses in material and intellectual resources,
but al so, inasmuch as such em gration would transform custoners
into conpetitors, the value of |anded property and agricultura
produce woul d thereby be | essened. It could not be to the advantage
of the Union that all waste | and belonging to it should be
cultivated up to the Pacific Ccean before either the popul ation,
the civilisation, or the mlitary power of the old states had been
fully devel oped. On the contrary, the cultivation of distant virgin
| ands coul d confer no benefit on the eastern states unless they
t hensel ves devoted their attention to manufacturing, and could
exchange their manufactures agai nst the produce of the west. People

went still further: Was not England, it was asked, in nuch the sane
position? Had not Engl and al so under her dom nion vast tracts of
fertile land still uncultivated in Canada, in Australia, and in

other quarters of the world? Was it not al nost as easy for Engl and
to transpl ant her surplus population to those countries as for the
North Anericans to transplant theirs fromthe shores of the
Atlantic to the banks of the Mssouri? If so, what occasion had
Engl and not only continuously to protect her hone manufactures, but
to strive to extend them nore and nore?

The argunment of the school, that with a high rate of wages in
agricul ture, manufactures could not succeed by the natural course
of things, but only by being forced |ike hothouse plants, was found
to be partially well-founded; that is to say, it was applicable
only to those manufactured goods which, being small in bulk and
wei ght as conpared to their value, are produced principally by hand
| abour, but was not applicable to goods the price of which is |ess
i nfluenced by the rate of wages, and as to which the disadvantage



of higher wages can be neutralised by the use of machinery, by
wat er power as yet unused, by cheap raw materials and food, by
abundance of cheap fuel and building materials, by Iight taxation
and i ncreased efficiency of |abour.

Besi des, the Anmericans had | ong ago | earnt from experience that
agriculture cannot rise to a high state of prosperity unless the
exchange of agricultural produce for nmanufactures is guaranteed for
all future tinme; but that, when the agriculturist lives in Arerica
and the manufacturer in England, that exchange is not unfrequently
interrupted by wars, conmercial crises, or foreign tariffs, and
that consequently, if the national well-being is to rest on a
secure foundation, 'the manufacturer,' to use Jefferson's words,
"nmust come and settle down in close proximty to the
agriculturist.'

At length the Americans canme to realise the truth that it
behoves a great nation not exclusively to set its heart upon the
enj oynent of proximate material advantages; that civilisation and
power -- nore inportant and desirabl e possessions than nere
material wealth, as Adam Snith hinself allows -- can only be
secured and retained by the creation of a manufacturing power of
its own; that a country which feels qualified to take and to
mai ntain its place anmongst the powerful and civilised nations of
the earth nmust not shrink fromany sacrifice in order to secure
such possessions for itself; and that at that tine the Atlantic
states were clearly the region marked out for such possessions.

It was on the shores of the Atlantic that European settlers and
European civilisation first set a firmfoot. Here, at the first,
wer e popul ous, wealthy, and civilised states created; here was the
cradl e and seat of their sea fisheries, coasting trade, and nava
power; here their independence was won and their union founded.
Through these states on the coast the foreign trade of the Union is
carried on; through themit is connected with the civilised world;
through themit acquires the surplus population, material, capital,
and nental powers of Europe; upon the civilisation, power, and
weal th of these sea-board states depend the future civilisation,
power, wealth, and independence of the whole nation and its future
i nfluence over less civilised communities. Suppose that the
popul ati on of these Atlantic states decreased instead of grow ng
larger, that their fisheries, coasting trade, shipping engaged in
foreign trade and foreign trade itself, and, above all, their
general prosperity, were to fall off or remain stationary instead
of progressing, then we should see the resources of civilisation of
the whol e nation, the guarantees for its independence and externa
power, dimnish too in the same degree. It is even conceivable
that, were the whole territory of the United States laid under
cultivation fromsea to sea, covered with agricultural states, and
densely populated in the interior, the nation itself m ght
neverthel ess be left in a |low grade as respects civilisation,

i ndependence, foreign power, and foreign trade. There are certainly
many nationalities who are in such a position and whose shi ppi ng
and naval power are nil, though possessing a nunerous inland
popul ati on!

If a power existed that cherished the project of keeping down
the rise of the American people and bringing them under subjection
to itself industrially, comrercially, or politically, it could only
succeed inits aimby trying to depopulate the Atlantic states of
the Union and driving all increase of popul ation, capital, and
intellectual power into the interior. By that means it would not
only check the further growth of the nation's naval power, but
m ght al so indul ge the hope of getting possession in tinme of the
princi pal defensive strategical positions on the Atlantic coast and



at the mouths of the rivers. The neans to this end would not be
difficult to inmagine; it would only be necessary to hinder the
devel opment of manufacturing power in the Atlantic states and to
insure the acceptance of the principle of absolute freedom of
foreign trade in America. If the Atlantic states do not becone
manuf acturers, they will not only be unable to keep up their
present degree of civilisation, but they nust sink, and sink in
every respect. Wthout nmanufactures how are the towns al ong the
Atlantic coast to prosper? Not by the forwarding of inland produce
to Europe and of English manufactured goods to the interior, for a
very few thousand people would be sufficient to transact this

busi ness. How are the fisheries to prosper? The majority of the
popul ati on who have noved inland prefer fresh neat and fresh-water
fish to salted; they require no train oil, or at least but a snall
quantity. How is the coasting trade along the Atlantic sea-board to
thrive? As the largest portion of the coast states are peopl ed by
cultivators of |and who produce for thenselves all the provisions,
building materials, fuel, &. which they require, there is nothing
al ong the coast to sustain a transport trade. How are foreign trade
and shipping to distant places to increase? The country has nothing
to offer but what less cultivated nations possess in

super abundance, and those manufacturing nations to which it sends
its produce encourage their own shipping. How can a naval power

ari se when fisheries, the coasting trade, ocean navigation, and
foreign trade decay? How are the Atlantic states to protect them
sel ves agai nst foreign attacks w thout a naval power? How is
agriculture even to thrive in these states, when by neans of

canal s, railways, &c. the produce of the much nore fertile and
cheaper tracts of land in the west which require no manure, can be
carried to the east much nore cheaply than it could be there
produced upon soil exhausted | ong ago? How under such circunstances
can civilisation thrive and popul ation increase in the eastern
states, when it is clear that under free trade with Engl and al

i ncrease of population and of agricultural capital nust flowto the
west ? The present state of Virginia gives but a faint idea of the
condition into which the Atlantic states would be thrown by the
absence of manufactures in the east; for Virginia, like all the
southern states on the Atlantic coast, at present takes a
profitable share in providing the Atlantic states with agricultura
produce.

Al'l these things bear quite a different conplexion, owing to
the existence of a flourishing manufacturing power in the Atlantic
states. Now popul ation, capital, technical skill and intellectua
power, flowinto themfromall European countries; now the dermand
for the manufactured products of the Atlantic states increases
simul taneously with their consunption of the raw nmaterials supplied
by the west. Now the popul ation of these states, their wealth, and
the nunber and extent of their towns increase in equal proportion
with the cultivation of the western virgin | ands; now, on account
of the larger population, and the consequently increased denand for
nmeat, butter, cheese, m |k, garden produce, ol eagi nous seeds,
fruit, &., their own agriculture is increasing; now the sea
fisheries are flourishing in consequence of the |arger demand for
salted fish and train oil; now quantities of provisions, building
materials, coal, &. are being conveyed along the coast to furnish
the wants of the manufacturing popul ati on; now the manufacturing
popul ati on produce a |large quantity of commpdities for export to
all the nations of the earth, fromwhence result profitable return
freights; now the nation's naval power increases by neans of the
coasting trade, the fisheries, and navigation to distant |ands, and



with it the guarantee of national independence and influence over
other nations, particularly over those of South Anmerica; now
science and art, civilisation and literature, are inmproving in the
eastern states, whence they are being diffused anbngst the western
st at es.

These were the circunstances which induced the United States to
lay restrictions upon the inportation of foreign manufactured
goods, and to protect their native manufactures. Wth what anount
of success this has been done, we have shown in the preceding
pages. That without such a policy a nmanufacturing power could never
have been mai ntai ned successfully in the Atlantic states, we may
learn fromtheir own experience and fromthe industrial history of
ot her nati ons.

The frequently recurring comrercial crises in Amrerica have been
very often attributed to these restrictions on inportation of
forei gn goods, but without reasonable grounds. The earlier as well
as the | ater experience of North America shows, on the contrary,
that such crises have never been nore frequent and destructive than
when commercial intercourse with England was | east subject to
restrictions. Commercial crises anbngst agricultural nations, who
procure their supplies of manufactured goods from foreign markets,
arise fromthe di sproportion between inports and exports.

Manuf acturing nations richer in capital than agricultural states,
and ever anxious to increase the quantity of their exports, deliver
their goods on credit and encourage consunption. In fact, they nake
advances upon the coning harvest. But if the harvest turn out so
poor that its value falls greatly bel ow that of the goods
previously consuned; or if the harvest prove so rich that the
supply of produce neets with no adequate denmand and falls in price;
while at the sanme tine the markets still continue to be overstocked
with foreign goods -- then a comercial crisis will occur by reason
of the disproportion existing between the nmeans of paynent and the
quantity of goods previously consuned, as also by reason of the

di sproportion between supply and denmand in the markets for produce
and nmanufactured goods. The operations of foreign and native banks
may increase and pronote such a crisis, but they cannot create it.
In a future chapter we shall endeavour nore closely to elucidatc
this subject.

NOTES

1. Statistical Table of Massachusetts for the Year ending April 1
1837, by J. P. Bigelow, Secretary of the Commobnweal th (Boston,
1838). No Anmerican state but Massachusetts possesses simlar
statistical abstracts. W owe those here referred to, to Governor
Everett, distinguished alike as a scholar, an author, and a

st at esman.

2. The Anmerican papers of July 1839 report that in the
manufacturing town of Lowell alone there are over a hundred

wor kwonen who have each over a thousand dollars deposited to their
credit in the savings bank

Chapter 10

The Teachings of History

Everywhere and at all times has the well-being of the nation
been in equal proportion to the intelligence, norality, and
industry of its citizens; according to these, wealth has accrued or
been di m ni shed; but industry and thrift, invention and enterprise,



on the part of individuals, have never as yet acconplished aught of
i mportance where they were not sustained by nunicipal |iberty, by
suitable public institutions and | aws, by the State adm nistration
and foreign policy, but above all by the unity and power, of the
nati on.

Hi story everywhere shows us a powerful process of reciproca
action between the social and the individual powers and conditions.
In the Italian and the Hanseatic cities, in Holland and England, in
France and Anerica, we find the powers of production, and
consequently the wealth of individuals, growing in proportion to
the liberties enjoyed, to the degree of perfection of political and
social institutions, while these, on the other hand, derive
material and stimulus for their further inprovenent fromthe
increase of the material wealth and of the productive power of
i ndi vi dual s.

The real rise of the industry and power of Engl and dates only
fromthe days of the actual foundation of England' s nationa
freedom while the industry and power of Venice, of the Hanse
Towns, of the Spanish and Portuguese, decayed concurrently with
their loss of freedom However industrious, thrifty, inventive, and
intelligent, individual citizens m ght be, they could not nmake up
for the lack of free institutions. History al so teaches that
i ndividual s derive the greater part of their productive powers from
the social institutions and conditions under which they are placed.

The influence of liberty, intelligence, and enlightennent over
the power, and therefore over the productive capacity and wealth of
a nation, is exenplified in no respect so clearly as in navigation.
O all industrial pursuits, navigation nost denands energy,
personal courage, enterprise, and endurance; qualifications that
can only flourish in an atnosphere of freedom In no other calling
do ignorance, superstition, and prejudice, indolence, cowardice,
ef f emi nacy, and weakness produce such di sastrous consequences;
nowhere el se is a sense of self-reliance so indispensabl e. Hence
hi story cannot point to a single exanple of an enslaved people
taking a prominent part in navigation. The H ndoos, the Chinese,
and the Japanese have ever strictly confined their efforts to cana
and river navigation and the coasting trade. In ancient Egypt
maritime navigation was held in abhorrence, probably because
priests and rulers dreaded |l est by neans of it the spirit of
freedom and i ndependence shoul d be encouraged. The freest and nost
enlightened states of ancient G eece were also the nost powerful at
sea; their naval power ceased with their freedom and however mnuch
hi story may narrate of the victories of the kings of Macedonia on
I and, she is silent as to their victories at sea.

When were the Ronmans powerful at sea, and when is nothing nore
heard of their fleets? Wien did Italy lay down the law in the
Medi t erranean, and since when has her very coasting trade fallen
into the hands of foreigners? Upon the Spanish navy the Inquisition
had passed sentence of death long ere the English and the Dutch
fl eets had executed the decree. Wth the conming into power of the
mercantile oligarchies in the Hanse Towns, power and the spirit of
enterprise took | eave of the Hanseatic League.

O the Spanish Netherlands only the nmaritinme provinces achieved
their freedom whereas those held in subjection by the Inquisition
had even to subnit to the closing of their rivers. The English
fleet, victorious over the Dutch in the Channel, now took
possession of the dom nion of the seas, which the spirit of freedom
had assigned to England | ong before; and yet Holland, down to our
own days, has retained a |arge proportion of her mercantile marine,
whereas that of the Spaniards and the Portuguese is al nost
annihilated. In vain were the efforts of a great individua



m ni ster now and then under the despotic kings of France to create
a fleet, for it invariably went again to ruin.

But howis it that at the present day we witness the grow ng
strength of French navigation and naval power? Hardly had the
i ndependence of the United States of North Amnerica cone to life,
when we find the Americans contending with renown agai nst the giant
fleets of the nother country. But what is the position of the
Central and South American nations? So long as their flags wave not
over every sea, but little dependence can be placed upon the
ef fectiveness of their republican fornms of government. Contrast
these with Texas, a territory that has scarcely attained to

political life, and yet already clains its share in the real mof
Nept une.

But navigation is nerely one part of the industrial power of a
nation -- a part which can flourish and attain to inportance only

in conjunction with all the other conplenentary parts. Everywhere
and at all tinmes we see navigation, inland and foreign trade, and
even agriculture itself, flourish only where nmanufactures have
reached a high state of prosperity. But if freedombe an

i ndi spensabl e condition for the prosperity of navigation, how nuch
wore nust it be so for the prosperity of the manufacturing power,
for the growth of the entire producing power of a nation? History
contains no record of a rich, comercial, and industrial conmunity
that was not at the same time in the enjoynent of freedom

Manuf act ures everywhere first brought into operation inproved
weans of transport, inproved river navigation, inproved hi ghways,
st eam navi gation and railways, which constitute the fundanental
el ements of inproved systens of agriculture and of civilisation

Hi story teaches that arts and trades mgrated fromcity to
city, fromone country to another. Persecuted and oppressed at
hone, they took refuge in cities and in countries where freedom
protection, and support were assured to them In this way they
mgrated from Geece and Asia to Italy; fromltaly to Gernmany,

Fl anders, and Brabant; and fromthence to Holl and and Engl and.
Everywhere it was want of sense and despotismthat drove them away,
and the spirit of freedomthat attracted them But for the folly of
the Continental governments, England would have had difficulty in
attaining supremacy in industry. But does it appear nore consistent
with wisdomfor us in Germany to wait patiently until other nations
are inpolitic enough to drive out their industries and thus conpel
themto seek a refuge with us, or that we should, w thout waiting
for such contingencies, invite themby proffered advantages to
settl e down anpbngst us?

It is true that experience teaches that the wind bears the seed
fromone region to another, and that thus waste noorl ands have been
transformed into dense forests; but would it on that account be
wi se policy for the forester to wait until the wind in the course
of ages effects this transformation?

Is it unwise on his part if by sowing and planting he seeks to
attain the sane object within a few decades? History tells us that
whol e nati ons have successfully acconplished that which we see the
forester do? Single free cities, or small republics and
confederations of such cities and states, linmted in territoria
possessions, of small population and insignificant mlitary power,
but fortified by the energy of youthful freedom and favoured by
geographi cal position as well as by fortunate circunstances and
opportunities, flourished by nmeans of manufactures and commerce
| ong before the great nonarchies; and by free comerci al
intercourse with the latter, by which they exported to them
manuf act ured goods and i nported raw produce in exchange, raised



thenselves to a high degree of wealth and power. Thus did Veni ce,
the Hanse Towns the Bel gi ans and the Dutch

Nor was this systemof free trade less profitable at first to
the great nonarchi es thenselves, with whomthese snaller
comunities had conmercial intercourse. For, having regard to the
wealth of their natural resources and to their undevel oped socia
condition the free inportation of foreign manufactured goods and
the exportation of native produce presented the surest and nost
ef fectual neans of devel oping their own powers of production, of
instilling habits of industry into their subjects who were addicted
to idleness and turbul ence, of inducing their |andowners and nobl es
to feel an interest in industry, of arousing the dormant spirit of
enterprise anongst their nerchants, and especially of raising their
own civilisation, industry, and power.

These effects were | earned generally by Great Britain fromthe
trade and manufacturing industry of the Italians, the Hansards, the
Bel gi ans, and the Dutch. But having attained to a certain grade of
devel opment by means of free trade, the great nonarchi es perceived
that the hi ghest degree of civilisation, power, and wealth can only
be attained by a conbination of manufactures and comrerce with
agriculture. They perceived that their newWy established native
manuf actures coul d never hope to succeed in free conpetition with
the old and | ong established nmanufactures of foreigners; that their
native fisheries and native mercantile nmarine, the foundations of
their naval power, could never make successful progress w thout
special privileges; and that the spirit of enterprise of their
native nerchants woul d al ways be kept down by the overwhel i ng
reserves of capital, the greater experience and sagacity of the
forei gners. Hence they sought, by a systemof restrictions,
privil eges, and encouragenents, to transplant on to their native
soil the wealth, the talents, and the spirit of enterprise of the
foreigners. This policy was pursued with greater or lesser, with
speedi er or nore tardy success, just in proportion as the neasures
adopted were nore or less judiciously adapted to the object in
vi ew, and applied and pursued with nore or |ess energy and
per sever ance.

Engl and, above all other nations, has adopted this policy.
Oten interrupted in its execution fromthe want of intelligence
and self-restraint on the part of her rulers, or owing to interna
commotions and foreign wars, it first assunmed the character of a
settled and practically efficient policy under Edward VI,

El i zabeth, and the revol utionary period. For how could the neasures
of Edward |1l work satisfactorily when it was not till under Henry
VI that the law pernitted the carriage of corn fromone English
county to another, or the shipnent of it to foreign parts; when
still under Henry VIl and Henry VII1 all interest on noney, even

di scount on bills, was held to be usury, and when it was stil
thought at the tine that trade night be encouraged by fixing by | aw
at a low figure the price of woollen goods and the rate of wages,
and that the production of corn could be increased by prohibiting
sheep farming on a | arge scal e?

And how nmuch sooner woul d Engl and's wool | en manuf actures and
maritime trade have reached a hi gh standard of prosperity had not
Henry VII1 regarded a rise in the prices of corn as an evil; had
he, instead of driving foreign worknmen by whol esale fromthe
ki ngdom sought like his predecessors to augnent their nunber by
encouraging their imrgration; and had not Henry VII refused his
sanction to the Act of Navigation as proposed by Parlianent?

In France we see native nmanufactures, free interna
intercourse, foreign trade, fisheries, navigation, and naval power
-- in awrd, all the attributes of a great, mghty, and rich



nation (which it had cost England the persevering efforts of
centuries to acquire) -- called into existence by a great genius
within the space of a few years, as it were by a magician's wand;
and afterwards all of themyet nore speedily annihilated by the
iron hand of fanaticismand despotism

We see the principle of free trade contending in vain under
unf avour abl e conditions against restriction powerfully enforced;
the Hanseatic League is ruined, while Holland sinks under the bl ows
of Engl and and France.

That a restrictive comercial policy can be operative for good
only so far as it is supported by the progressive civilisation and
free institutions of a nation, we learn fromthe decay of Veni ce,
Spain, and Portugal, fromthe rel apse of France in consequence of
the revocation of the Edict of Nantes, and fromthe history of
Engl and, in which country liberty kept pace at all times with the
advance of industry, trade, and national wealth.

That, on the contrary, a highly advanced state of civilisation,
with or without free institutions, unless supported by a suitable
system of comrercial policy, will prove but a poor guarantee for a
nation's econom c progress, nmay be learnt on the one hand fromthe
history of the North Anerican free states, and on the other from
t he experience of Gernmany.

Modern Germany, |acking a system of vigorous and united
commerci al policy, exposed in her home nmarkets to conpetition with
a foreign manufacturing power in every way superior to her own,
whil e excluded at the sane tine fromforeign narkets by arbitrary
and often capricious restrictions, and very far indeed from nmaki ng
that progress in industry to which her degree of culture entitles
her, cannot even nmmintain her previously acquired position, and is
made a conveni ence of (like a colony) by that very nation which
centuries ago was worked upon in |ike nmanner by the nerchants of
Germany, until at last the German states have resolved to secure
their honme narkets for their own industry, by the adoption of a
uni ted vi gorous system of commercial policy.

The North Anerican free states, who, nore than any other nation
before them are in a position to benefit by freedom of trade, and
i nfluenced even fromthe very cradle of their independence by the
doctrines of the cosnopolitan school, are striving nore than any
other nation to act on that principle. But owing to wars with Geat
Britain, we find that nation twi ce conpelled to manufacture at hone
the goods which it previously purchased under free trade from ot her
countries, and twice, after the conclusion of peace, brought to the
brink of ruin by free conpetition with foreigners, and thereby
adnoni shed of the fact that under the present conditions of the
worl d every great nation nust seek the guarantees of its continued
prosperity and independence, before all other things, in the
i ndependent and uni form devel opnent of its own powers and
resour ces

Thus history shows that restrictions are not so nuch the
i nventions of nmere speculative mnds, as the natural consequences
of the diversity of interests, and of the strivings of nations
after independence or overpowering ascendency, and thus of nationa
emul ation and wars, and therefore that they cannot be di spensed
with until this conflict of national interests shall cease, in
other words until all nations can be united under one and the sane
system of |law. Thus the question as to whether, and how, the
various nations can be brought into one united federation, and how
the decisions of |aw can be invoked in the place of mlitary force
to determne the differences which arise between i ndependent
nations, has to be solved concurrently with the question how



uni versal free trade can be established in the place of separate
nati onal comercial systens.

The attenpts whi ch have been made by single nations to
i ntroduce freedomof trade in face of a nation which is predom nant
in industry, wealth, and power, no |l ess than distinguished for an
exclusive tariff system-- as Portugal did in 1703, France in 1786,
North America in 1786 and 1816, Russia from 1815 till 1821, and as
Germany has done for centuries -- go to show us that in this way
the prosperity of individual nations is sacrificed, w thout benefit
to mankind in general, solely for the enrichnment of the predoni nant
manuf acturi ng and conmmercial nation. Switzerland (as we hope to
show in the sequel) constitutes an exception, which proves just as
much as it proves little for or against one or the other system

Col bert appears to us not to have been the inventor of that
system which the Italians have named after him for, as we have
seen, it was fully elaborated by the English long before his tine.
Col bert only put in practice what France, if she wished to fulfi
her destinies, was bound to carry out sooner or later. If Col bert
is to be blamed at all, it can only be charged agai nst himthat he
attenpted to put into force under a despotic governnent a system
whi ch coul d subsist only after a fundanental reform of the
political conditions. But against this reproach to Col bert's nenory
it may very well be argued that, had his system been continued by
Wi se princes and sagacious ninisters, it would in all probability
have renoved by neans of reforns all those hindrances which stood
in the way of progress in nmanufactures, agriculture, and trade, as
wel | as of national freedom and France woul d then have under gone
no revolution, but rather, inpelled along the path of devel opnent
by the reciprocating influences of industry and freedom she m ght
for the last century and a half have been successfully conpeting
with England in manufactures, in the pronotion of her interna
trade, in foreign commerce, and in colonisation, as well as in her
fisheries, her navigation, and her naval power.

Finally, history teaches us how nati ons which have been endowed
by Nature with all resources which are requisite for the attai nnment
of the highest grade of wealth and power, may and nust -- w thout
on that account forfeiting the end in view-- nodify their systens
according to the neasure of their own progress: in the first stage,
adopting free trade with nore advanced nations as a neans of
rai sing thenselves froma state of barbarism and of making
advances in agriculture; in the second stage, pronoting the growh
of manufactures, fisheries, navigation, and foreign trade by neans
of commercial restrictions; and in the |ast stage, after reaching
the hi ghest degree of wealth and power, by gradually reverting to
the principle of free trade and of unrestricted conpetition in the
hone as well as in foreign markets, that so their agriculturists,
manuf acturers, and nerchants may be preserved from i ndol ence, and
stimulated to retain the suprenacy which they have acquired. In the
first stage, we see Spain, Portugal, and the Kingdom of Naples; in
the second, Germany and the United States of North Anerica; France
apparently stands cl ose upon the boundary line of the |ast stage;
but Great Britain alone at the present tinme has actually reached
it.



Second Book

The Theory

Chapter 11
Political and Cosnopolitical Econony

Bef ore Quesnay and the French econonists there existed only a
practice of political econony which was exercised by the State
officials, administrators, and authors who wote about matters of
adm ni stration, occupied thensel ves exclusively with the
agriculture, manufactures, comerce, and navi gation of those
countries to which they bel onged, w thout anal ysing the causes of
wealth, or taking at all into consideration the interests of the
whol e human race.

Quesnay (fromwhomthe idea of universal free trade origi nated)
was the first who extended his investigations to the whol e human
race, without taking into consideration the idea of the nation. He
calls his work 'Physiocratie, ou du Gouvernenent |e plus avantageux
au Genre Humain,' his demands being that we nust imagine that the
merchants of all nations forned one comrercial republic. Quesnay
undoubt edl y speaks of cosnopolitical econony, i.e. of that science
whi ch teaches how the entire human race nmay attain prosperity; in
opposition to political economy, or that science which limts its
teaching to the inquiry how a given nation can obtain (under the
exi sting conditions of the world) prosperity, civilisation, and
power, by neans of agriculture, industry, and comerce.

Adam Smith(1*) treats his doctrine in a simlarly extended
sense, by making it his task to indicate the cosnopolitical idea of
the absol ute freedom of the comrerce of the whole world in spite of
the gross m stakes nade by the physiocrates against the very nature
of things and against |ogic. Adam Smith concerned hinself as little
as Quesnay did with true political econony, i.e. that policy which
each separate nation had to obey in order to make progress in its
econom cal conditions. He entitles his work, 'The Nature and Causes
of the Wealth of Nations' (i.e. of all nations of the whole human
race). He speaks of the various systens of Political econony in a
separate part of his work solely for the purpose of denobnstrating
their non-efficiency, and of proving that 'political' or nationa
econony mnust be replaced by 'cosnopolitical or world-w de econony.'
Al t hough here and there he speaks of wars, this only occurs
incidentally. The idea of a perpetual state of peace forns the
foundation of all his argunents. Moreover, according to the
explicit remarks of his biographer, Dugald Stewart, his
i nvestigations fromthe comrencenent are based upon the principle
that 'nost of the State regulations for the pronotion of public
prosperity are unnecessary, and a nation in order to be transforned
fromthe | owest state of barbarisminto a state of the highest
possi bl e prosperity needs nothing but bearable taxation, fair
adm nistration of justice, and peace.' Adam Smith naturally
under st ood under the word 'peace' the 'perpetual universal peace
of the Abbé St. Pierre.

J. B. Say openly demands that we should i magi ne the existence
of a universal republic in order to conprehend the idea of genera
free trade. This witer, whose efforts were mainly restricted to
the formation of a systemout of the materials which Adam Snmith had
brought to light, says explicitly in the sixth volune (p. 288) of
his 'Economi e politique pratique'. 'W nay take into our
consi deration the economcal interests of the famly with the



father at its head; the principles and observations referring
thereto will constitute private econony. Those principles, however,
whi ch have reference to the interests of whole nations, whether in
thenselves or in relation to other nations, form public economny

(1" économi e publique). Political econony, lastly, relates to the
interests of all nations, to human society in general.

It must be renmarked here, that in the first place Say
recogni ses the existence of a national economy or politica
econony, under the name 'écononie publique,' but that he nowhere
treats of the latter in his works; secondly, that he attributes the
name political economy to a doctrine which is evidently of
cosnmopol itical nature; and that in this doctrine he invariably
merely speaks of an econony which has for its sole object the
interests of the whole hunan society, without regard to the
separate interests of distinct nations.

This substitution of terms m ght be passed over if Say, after
havi ng expl ai ned what he calls political econony (which, however,
is nothing el se but cosnopolitical or world-w de econony, or
econony of the whole human race), had acquainted us with the
principles of the doctrine which he calls 'économ e publique,’
whi ch however is, properly speaking, nothing el se but the econony
of given nations, or true political economny.

In defining and devel oping this doctrine he could scarcely
forbear to proceed fromthe idea and the nature of the nation, and
to show what material nodifications the 'econony of the whol e human
race' must undergo by the fact that at present that race is stil
separated into distinct nationalities each held together by common
powers and interests, and distinct fromother societies of the sane
kind which in the exercise of their natural liberty are opposed to
one anot her. However, by giving his cosnopolitical econony the nane
political, he dispenses with this explanation, effects by neans of
a transposition of terns also a transposition of neaning, and
thereby nasks a series of the gravest theoretical errors.

Al later witers have participated in this error. Sisnondi
also calls political econony explicitly 'La science qui se charge
du bonheur de |'espéce humaine.' Adam Smith and his followers teach
us fromthis mainly nothing nore than what Quesnay and his
foll owers had taught us already, for the article of the 'Revue
Met hodi que' treating of the physiocratic school states, in al nost
the same words: 'The well-being of the individual is dependent
al together on the well-being of the whole human race.

The first of the North American advocates of free trade, as
under st ood by Adam Smith -- Thonas Cooper, President of Col unbia
Col | ege -- denies even the existence of nationality; he calls the
nation 'a grammatical invention,' created only to save periphrases,
a nonentity, which has no actual existence save in the heads of
politicians. Cooper is noreover perfectly consistent with respect
to this, in fact nmuch nore consistent than his predecessors and
instructors, for it is evident that as soon as the existence of
nations with their distinct nature and interests is recognised, it
becones necessary to nodify the econony of human society in
accordance with these special interests, and that if Cooper
i ntended to represent these nodifications as errors, it was very
wi se on his part fromthe beginning to disown the very existence of
nations.

For our own part, we are far fromrejecting the theory of
cosnopol itical econony, as it has been perfected by the prevailing
school; we are, however, of opinion that political econony, or as
Say calls it 'économ e publique,' should al so be devel oped
scientifically, and that it is always better to call things by
their proper nanmes than to give them significations which stand



opposed to the true inmport of words.

If we wish to remain true to the laws of |logic and of the
nature of things, we nmust set the econony of individuals against
the econony of societies, and discrimnate in respect to the latter
between true political or national econony (which, emanating from
the idea and nature of the nation, teaches how a given nation in
the present state of the world and its own special nationa
relations can maintain and inprove its econonical conditions) and
cosnmopolitical econony, which originates in the assunption that all
nations of the earth formbut one society living in a perpetua
state of peace.

If, as the prevailing school requites, we assume a universa
union or confederation of all nations as the guarantee for an
everl asting peace, the principle of international free trade seens
to be perfectly justified. The less every individual is restrained
in pursuing his own individual prosperity, the greater the nunber
and wealth of those with whom he has free intercourse, the greater
the area over which his individual activity can exercise itself,
the easier it will be for himto utilise for the increase of his
prosperity the properties given himby nature, the know edge and
talents which he has acquired, and the forces of nature placed at
his disposal. As with separate individuals, so is it also the case
wi th individual comunities, provinces, and countries. A sinpleton
only could maintain that a union for free commercial intercourse
bet ween thensel ves is not as advantageous to the different states
included in the United States of North America, to the various
departnents of France, and to the various Gernman allied states, as
woul d be their separation by internal provincial custons tariffs.

In the union of the three kingdons of Great Britain and Irel and
the world witnesses a great and irrefragabl e exanple of the
i mmeasurabl e efficacy of free trade between united nations. Let us
only suppose all other nations of the earth to be united in a
simlar manner, and the nost vivid imagination will not be able to
picture to itself the sumof prosperity and good fortune which the
whol e human race woul d thereby acquire.

Unquestionably the idea of a universal confederation and a
per petual peace is commended both by common sense and religion. (2*)
If single conmbat between individuals is at present considered to be
contrary to reason, how nmuch nore nust conbat between two nations
be simlarly condemmed? The proofs which social econony can produce
fromthe history of the civilisation of mankind of the
r easonabl eness of bringi ng about the union of all mankind under the
| aw of right, are perhaps those which are the clearest to sound
human under st andi ng.

Hi story teaches that wherever individuals are engaged in wars,
the prosperity of mankind is at its |lowest stage, and that it
increases in the sanme proportion in which the concord of nankind
increases. In the primtive state of the human race, first unions
of famlies took place, then towns, then confederations of towns,
then uni on of whole countries, finally unions of several states
under one and the sane governnent. |f the nature of things has been
power ful enough to extend this union (which commenced with the
famly) over hundreds of millions, we ought to consider that nature
to be powerful enough to acconplish the union of all nations. If
the human m nd were capabl e of conprehendi ng the advantages of this
great union, so ought we to venture to deemit capable of
understanding the still greater benefits which would result froma
uni on of the whole human race. Many instances indicate this
tendency in the spirit of the present tines. W need only hint at
the progress made in sciences, arts, and discoveries, in industry



and social order. It may be already foreseen with certainty, that
after a | apse of a few decades the civilised nations of the earth
will, by the perfection of the nmeans of conveyance, be united as
respects both material and nental interchange in as close a manner
as (or even closer than) that in which a century ago the various
counties of England were connected. Continental governments possess
al ready at the present nonent in the tel egraph the neans of

conmmuni cating with one another, alnost as if they were at one and
the sane place. Powerful forces previously unknown have al ready
rai sed industry to a degree of perfection hitherto never
anticipated, and others still nore powerful have already announced
their appearance. But the more that industry advances, and
proportionately extends over the countries of the earth, the
smaller will be the possibility of wars. Two nations equally well
devel oped in industry could nutually inflict on one another nore
injury in one week than they woul d be able to make good in a whol e
generation. But hence it follows that the same new forces which
have hitherto served particularly for production will not wthhold
their services fromdestruction, and will principally favour the
side of defence, and especially the European Continental nations,
while they threaten the insular State with the |loss of those
advant ages whi ch have been gai ned by her insular position for her
defence. In the congresses of the great European powers Europe
possesses already the enbryo of a future congress of nations. The
endeavours to settle differences by protocol are clearly already
prevailing over those which obtain justice by force of arms. A
clearer insight into the nature of wealth and industry has |led the
wi ser heads of all civilised nations to the conviction that both
the civilisation of barbarous and seni-barbarous nations, and of
those whose culture is retrograding, as well as the formation of
colonies, offer to civilised nations a field for the devel opment of
their productive powers which prom ses them nuch richer and safer
fruits than nmutual hostilities by wars or restrictions on trade.
The farther we advance in this perception, and the nore the
uncivilised countries conme into contact with the civilised ones by
the progress made in the neans of transport, so much nore will the
civilised countries conprehend that the civilisation of barbarous
nations, of those distracted by internal anarchy, or which are
oppressed by bad governnment, is a task which offers to all equa
advantages -- a duty incunbent on themall alike, but one which can
only be acconplished by unity.

That the civilisation of all nations, the culture of the whole
gl obe, forns a task inposed on the whole human race, is evident
fromthose unalterable |aws of nature by which civilised nations
are driven on with irresistible power to extend or transfer their
powers of production to less cultivated countries. W see
everywhere, under the influence of civilisation, population, powers
of mind, material capital attaining to such dinensions that they
must necessarily flow over into other less civilised countries. If
the cultivable area of the country no |l onger suffices to sustain
the popul ation and to enploy the agricultural popul ation, the
redundant portion of the latter seeks territories suitable for
cultivation in distant lands; if the talents and technica
abilities of a nation have beconme so nunerous as to find no | onger
sufficient rewards within it, they emgrate to places where they
are nore in demand; if in consequence of the accumnul ati on of
material capital, the rates of interest fall so considerably that
the smaller capitalist can no longer live on them he tries to
i nvest his noney nore satisfactorily in less wealthy countries.

A true principle, therefore, underlies the system of the
popul ar school, but a principle which nust be recogni sed and



applied by science if its design to enlighten practice is to be
fulfilled, an idea which practice cannot ignore wthout getting
astray; only the school has omitted to take into consideration the
nature of nationalities and their special interests and conditions,
and to bring these into accord with the idea of universal union and
an everl asting peace.

The popul ar school has assuned as being actually in existence
a state of things which has yet to cone into existence. It assunes
the existence of a universal union and a state of perpetual peace,
and deduces therefromthe great benefits of free trade. In this
manner it confounds effects with causes. Anpbng the provinces and
states which are already politically united, there exists a state
of perpetual peace; fromthis political union originates their
commercial union, and it is in consequence of the perpetual peace
thus maintained that the conmercial union has beconme so benefici al
to them Al exanples which history can show are those in which the
political union has |ed the way, and the comercial union has
foll owed. (3*) Not a single instance can be adduced in which the
|atter has taken the |l ead, and the forner has grown up fromit.
That, however, under the existing conditions of the world, the
result of general free trade would not be a universal republic,
but, on the contrary, a universal subjection of the | ess advanced
nations to the suprenmacy of the predoni nant nmanufacturing,
commerci al, and naval power, is a conclusion for which the reasons
are very strong and, according to our views, irrefragable. A
universal republic (in the sense of Henry IV and of the Abbé St
Pierre), i.e. a union of the nations of the earth whereby they
recogni ze the sane conditions of right anong thensel ves and
renounce self-redress, can only be realised if a | arge nunber of
nationalities attain to as nearly the sane degree as possible of
industry and civilisation, political cultivation, and power. Only
with the gradual formation of this union can free trade be
devel oped, only as a result of this union can it confer on al
nati ons the sanme great advantages which are now experienced by
those provinces and states which are politically united. The system
of protection, inasnuch as it forns the only neans of placing those
nations which are far behind in civilisation on equal terns with
the one predom nating nation (which, however, never received at the
hands of Nature a perpetual right to a nonopoly of manufacture, but
whi ch nerely gai ned an advance over others in point of tine), the
system of protection regarded fromthis point of view appears to be
the nost efficient neans of furthering the final union of nations,
and hence al so of pronoting true freedomof trade. And nationa
econony appears fromthis point of viewto be that science which,
correctly appreciating the existing interests and the individua
circunstances of nations, teaches how every separate nation can be
raised to that stage of industrial devel opnent in which union with
other nations equally well devel oped, and consequently freedom of
trade, can becone possible and useful to it.

The popul ar school, however, has m xed up both doctrines with
one another; it has fallen into the grave error of judging of the
conditions of nations according to purely cosnopolitica
principles, and of ignoring fromnerely political reasons the
cosnmopolitical tendency of the productive powers.

Only by ignoring the cosnopolitical tendency of the productive
powers could Malthus be led into the error of desiring to restrict
the increase of population, or Chalmers and Torrens maintain nore
recently the strange idea that augnentation of capital and
unrestricted production are evils the restriction of which the
wel fare of the community inperatively demands, or Sisnondi declare



that manufactures are things injurious to the community. Their
theory in this case resenbles Saturn, who devours his own children
-- the sane theory which allows that fromthe increase of

popul ation, of capital and machi nery division of |abour takes

pl ace, and explains fromthis the welfare of society, finally
considers these forces as nonsters which threaten the prosperity of
nations, because it nerely regards the present conditions of

i ndi vi dual nations, and does not take into consideration the
conditions of the whole globe and the future progress of mankind.

It is not true that population increases in a |arger proportion
than production of the nmeans of subsistence; it is at |east foolish
to assunme such disproportion, or to attenpt to prove it by
artificial calculations or sophistical argunents, so long as on the
gl obe a mass of natural forces still lies inert by nmeans of which
ten tinmes or perhaps a hundred tinmes nore people than are now
living can be sustained. It is nere narrow m ndedness to consider
the present extent of the productive forces as the test of how nany
persons could be supported on a given area of |and. The savage, the
hunter, and the fisherman, according to his own cal cul ati on, would
not find room enough for one million persons, the shepherd not for
ten mllions, the raw agriculturist not for one hundred millions on
t he whol e gl obe; and yet two hundred millions are living at present
in Europe alone. The culture of the potato and of food-yielding
pl ants, and the nore recent inprovenents nade in agriculture
general ly, have increased tenfold the productive powers of the
human race for the creation of the means of subsistence. In the
M ddl e Ages the yield of wheat of an acre of land in England was
fourfold, to-day it is ten to twenty fold, and in addition to that
five times nore land is cultivated. |In many European countries (the
soi |l of which possesses the sane natural fertility as that of
Engl and) the yield at present does not exceed fourfold. Wo wll
venture to set further limts to the discoveries, inventions, and
i mprovenents of the human race? Agricultural chemistry is still in
its infancy; who can tell that to-nmorrow, by means of a new
i nvention or discovery, the produce of the soil may not be
increased five or ten fold? W already possess, in the artesian
wel |, the nmeans of converting unfertile wastes into rich corn
fields; and what unknown forces nay not yet be hidden in the
interior of the earth? Let us nerely suppose that through a new
di scovery we were enabl ed to produce heat everywhere very cheaply
and without the aid of the fuels at present known: what spaces of
land could thus be utilised for cultivation, and in what an
i ncal cul abl e degree w ould the yield of a given area of |and be
increased? |f Malthus' doctrine appears to us in its tendency
narrowmnded, it is also in the nethods by which it could act an
unnatural one, which destroys norality and power, and is sinply
horrible. It seeks to destroy a desire which nature uses as the
nmost active means for inciting nen to exert body and nmind, and to
awaken and support their nobler feelings -- a desire to which
humanity for the greater part owes its progress. It would elevate
the nost heartless egotismto the position of a law, it requires us
to cl ose our hearts against the starving man, because if we hand
hi m f ood and drink, another mght starve in his place in thirty
years' tine. It substitutes cold calculation for synpathy. This
doctrine tends to convert the hearts of nmen into stones. But what
could be finally expected of a nation whose citizens should carry
stones instead of hearts in their bosons? Wat el se than the tota
destruction of all morality, and with it of all productive forces,
and therefore of all the wealth, civilisation, and power of the
nation?

If in a nation the popul ation increases nore than the



production of the means of subsistence, if capital accunul ates at
Il ength to such an extent as no longer to find investnment, if

machi nery throws a nunber of operatives out of work and
manuf act ured goods accunul ate to a | arge excess, this nerely
proves, that nature will not allow industry, civilisation, wealth,
and power to fall exclusively to the lot of a single nation, or
that a large portion of the globe suitable for cultivation should
be nerely inhabited by wild animals, and that the | argest portion
of the hunman race should remain sunk in savagery, ignorance, and
poverty.

We have shown into what errors the school has fallen by judging
the productive forces of the human race froma political point of
view, we have now also to point out the m stakes which it has
committed by regarding the separate interests of nations froma
cosnmopolitical point of view

If a confederation of all nations existed in reality, as is the
case with the separate states constituting the Union of North
America, the excess of population, talents, skilled abilities, and
material capital would flow over fromEngland to the Continenta
states, in a simlar manner to that in which it travels fromthe
eastern states of the American Union to the western, provided that
in the Continental states the sanme security for persons and
property, the sanme constitution and general |aws prevail ed, and
that the English Government was nade subject to the united will of
the universal confederation. Under these suppositions there would
be no better way of raising all these countries to the sane stage
of wealth and cultivation as England than free trade. This is the
argunent of the school. But how would it tally with the actua
operation of free trade under the existing conditions of the world?

The Britons as an i ndependent and separate nation would
henceforth take their national interest as the sole guide of their
policy. The Englishman, frompredilection for his |Ianguage, for his
| aws, regul ations, and habits, would whenever it was possible
devote his powers and his capital to develop his own native
i ndustry, for which the systemof free trade, by extending the
mar ket for English manufactures over all countries, would offer him
sufficient opportunity; he would not readily take a fancy to
establish manufactures in France or Germany. Al excess of capita
in England woul d be at once devoted to trading with foreign parts
of the world. If the Englishman took it into his head to emigrate,
or to invest his capital elsewhere than in England, he would as he
now does prefer those nore distant countries where he would find
al ready existing his |anguage, his |aws, and regul ations, rather
than the beni ghted countries of the Continent. Al England woul d
thus be devel oped into one i mense manufacturing city. Asia,

Africa, and Australia would be civilised by England, and covered
with new states nodelled after the English fashion. Intinme a world
of English states would be forned, under the presidency of the

nmot her state, in which the European Continental nations would be

| ost as uni nportant, unproductive races. By this arrangenent it
would fall to the lot of France, together with Spain and Portugal,
to supply this English world with the choicest wines, and to drink
the bad ones hersel f: at nobst France nmight retain the manufacture
of alittle mllinery. Germany woul d scarcely have nore to supply
this English world with than children's toys, wooden cl ocks, and
phil ol ogical witings, and sonetines also an auxiliary corps, who
m ght sacrifice thenselves to pine away in the deserts of Asia or
Africa, for the sake of extending the manufacturing and comercia
suprenmacy, the literature and | anguage of England. It woul d not
require many centuries before people in this English world would



thi nk and speak of the Germans and French in the sanme tone as we
speak at present of the Asiatic nations.

True political science, however, regards such a result of
universal free trade as a very unnatural one; it will argue that
had universal free trade been introduced at the tinme of the
Hanseatic League, the German nationality instead of the English
woul d have secured an advance in comerce and manufacture over al
ot her countries.

It woul d be nost unjust, even on cosnopolitical grounds, nowto
resign to the English all the wealth and power of the earth, nerely
because by themthe political systemof comerce was first
establ i shed and the cosnopolitical principle for the nost part
ignored. In order to allow freedom of trade to operate naturally,
the | ess advanced nations must first be raised by artificia
measures to that stage of cultivation to which the English nation
has been artificially elevated. In order that, through that
cosmopolitical tendency of the powers of production to which we
have al luded, the nore distant parts of the world may not be
benefited and enriched before the nei ghbouring European countries,
those nations which feel thenselves to be capable, owing to their
moral, intellectual, social, and political circunstances, of
devel opi ng a manuf acturi ng power of their own nust adopt the system
of protection as the nost effectual means for this purpose. The
effects of this systemfor the purpose in view are of two kinds: in
the first place, by gradually excluding foreign nmanufactured
articles fromour nmarkets, a surplus would be occasioned in foreign
nations, of workmen, talents, and capital, which nust seek
enpl oynent abroad; and secondly by the prem um whi ch our system of
protection would offer to the imrmigration into our country of
wor knmen, talents, and capital, that excess of productive power
woul d be induced to find enmploynent with us, instead of emigrating
to distant parts of the world and to colonies. Political science
refers to history, and inquires whether England has not in forner
times drawn from Germany, Italy, Holland, France, Spain, and
Portugal by these neans a nass of proDuctive power. She asks: Wy
does the cosnopolitical school, when it pretends to weigh in the
bal ance the advantages and the di sadvantages of the system of
protection, utterly ignore this great and renarkabl e i nstance of
the results of that systenf

NOTES

1. It is alleged that Adam Smith intended to have dedicated his
great work to Quesnay. -- TR (See Life of Smith, published by T.
and J. Allnman. 1825.)

2. The Christian religion inculcates perpetual peace. But until the
prom se, 'There shall be one fold and one shepherd,' has been
fulfilled, the principle of the Quakers, however true it be in
itself, can scarcely be acted upon. There is no better proof for
the Divine origin of the Christian religion than that its doctrines
and promi ses are in perfect agreenent with the demands of both the
material and spiritual well-being of the human race.

3. This statenment was probably accurate up to the period when List
wote, but a notable exception to it nmay now be adduced. The
conmerci al union of the various German states under the Zollverein
preceded by nmany years their political union under the Enpire, and
powerfully pronmoted it. -- TR

Chapter 12



The Theory of the Powers of Production and the Theory of Val ues

Adam Smith's cel ebrated work is entitled, 'The Nature and
Causes of the Wealth of Nations.' The founder of the prevailing
economi cal school has therein indicated the double point of view
fromwhich the econony of nations, |ike that of private separate
i ndi vi dual s, shoul d be regarded.

The causes of wealth are sonething totally different from
wealth itself. A person nay possess wealth, i.e. exchangeabl e
val ue; if, however, he does not possess the power of producing
obj ects of nore value than he consunes, he will becone poorer. A
person nay be poor; if he, however, possesses the power of
producing a | arger anobunt of valuable articles than he consunes, he
becomes rich.

The power of producing wealth is therefore infinitely nore
important than wealth itself; it insures not only the possession
and the increase of what has been gained, but also the replacenent
of what has been lost. This is still nore the case with entire
nations (who cannot live out of nmere rentals) than with private
i ndividual s. Germany has been devastated in every century by
pestilence, by famne, or by civil or foreign wars; she has,
neverthel ess, always retained a great portion of her powers of
production, and has thus quickly re-attai ned sone degree of
prosperity; while rich and mghty but despot- and priest-ridden
Spai n, notwi thstandi ng her conparative enjoynment of interna
peace, (1*) has sunk deeper into poverty and nmisery. The sane sun
still shines on the Spaniards, they still possess the sane area of
territory, their mnes are still as rich, they are still the sane
peopl e as before the discovery of Anmerica, and before the
introduction of the Inquisition; but that nation has gradually | ost
her powers of production, and has therefore becone poor and
m serabl e. The War of I|ndependence of the United States of Anmerica
cost that nation hundreds of millions, but her powers of production
wer e i nmeasur ably strengthened by gaini ng i ndependence, and it was
for this reason that in the course of a few years after the peace
she obtai ned i mreasurably greater riches than she. had ever
possessed before. If we conpare the state of France in the year
1809 with that of the year 1839, what a difference in favour of the
latter! Neverthel ess, France has in the interimlost her
sovereignty over a large portion of the European continent; she has
suffered two devastating invasions, and had to pay nmlliards of
nmoney in war contributions and i ndemiti es.

It was inpossible that so clear an intellect as Adam Smith
possessed coul d altogether ignore the difference between wealth and
its causes and the overwhel ming influence of these causes on the
condition of nations. In the introduction to his work, he says in
clear words in effect: 'Labour fornms the fund from which every
nation derives its wealth, and the increase of wealth depends first
on the productive power of |abour, nanely, on the degree of skill
dexterity, and judgnent with which the | abour of the nation is
general ly applied, and secondly, on the proportion between the
nunber of those enployed productively and the nunber of those who
are not so enployed.' Fromthis we see howclearly Smth in genera
perceived that the condition of nations is principally dependent on
the sum of their productive powers.

It does not, however, appear to be the plan of nature that
conpl ete sciences should spring already perfected fromthe brain of
i ndividual thinkers. It is evident that Smth was too exclusively
possessed by the cosnopolitical idea of the physiocrats, 'universa
freedom of trade,' and by his own great discovery, 'the division of



| abour,' to follow up the idea of the inportance to a nation of its
powers of production. However nmuch science may be indebted to him
in respect of the remaining parts of his work, the idea 'division
of labour' seened to himhis nost brilliant thought. It was
calcul ated to secure for his book a nane, and for hinself
post hunous f ane.

He had too much worl dly wi sdom not to perceive that whoever
wi shes to sell a precious jewel does not bring the treasure to
mar ket nost profitably by burying it in a sack of wheat, however
useful the grains of wheat may be, but better by exposing it at the
forefront. He had too much experience not to know that a débutant
(and he was this as regards political econony at the tinme of the
publication of his work) who in the first act creates a furore is
easily excused if in the follow ng ones he only occasionally raises
hi nsel f above nediocrity; he had every notive for making the
introduction to his book, the doctrine of division of |abour. Smith
has not been nistaken in his calculations; his first chapter has
made the fortune of his book, and founded his authority as an
economi st .

However, we on our part believe ourselves able to prove that
just this zeal to put the inportant discovery 'division of |abour'
i n an advant ageous |ight, has hindered Adam Snith from foll owi ng up
the idea 'productive power' (which has been expressed by himin the
i ntroduction, and al so frequently afterwards, although nerely
incidentally) and fromexhibiting his doctrines in a nuch nore
perfect form By the great value which he attached to his idea
"division of |abour' he has evidently been msled into representing
| abour itself as the 'fund' of all the wealth of nations, although
he himself clearly perceives and al so states that the
producti veness of |abour principally depends on the degree of skil
and judgnment with which the |abour is performed. W ask, can it be
deened scientific reasoning if we assign as the cause of a
phenonmenon that which in itself is the result of a nunber of deeper
lying causes? It cannot be doubted that all wealth is obtained by
means of nmental and bodily exertions (labour), but yet fromthat
circumstance no reason is indicated from which useful concl usions
may be drawn; for history teaches that whole nations have, in spite
of the exertions and of the thrift of their citizens, fallen into
poverty and m sery. \Woever desires to know and investigate how one
nation froma state of poverty and barbarism has attained to one of
weal th and prosperity, and how another has fallen froma condition
of wealth and well-being into one of poverty and nisery, has
al ways, after receiving the information that |abour is the cause of
weal th and idl eness the cause of poverty (a remark which King
Sol onon nmade | ong before Adam Snith), to put the further question,
what are the causes of |abour, and what the causes of idleness?

It would be nore correct to describe the Iinmbs of men (the
head, hands, and feet) as the causes of wealth (we should thus at
| east approach far nearer to the truth), and the question then
presents itself, what is it that induces these heads, arms, and
hands to produce, and calls into activity these exertions? Wat
else can it be than the spirit which aninmates the individuals, the
soci al order which renders their energy fruitful, and the powers of
nature which they are in a position to nake use of ? The nore a nan
percei ves that he must provide for the future, the nore his
intelligence and feelings incite himto secure the future of his
near est connections, and to pronote their well-being; the nore he
has been from his youth accustoned to forethought and activity, the
more his nobler feelings have been devel oped, and body and m nd
cultivated, the finer exanples that he has witnessed fromhis
yout h, the nore opportunities he has had for utilising his nmental



and bodily powers for the inprovenment of his condition, also the

| ess he has been restrained in his legitinmate activity, the nore
successful his past endeavours have been, and the nore their fruits
have been secured to him the nore he has been able to obtain
public recognition and esteem by orderly conduct and activity, and
the less his mnd suffers fromprejudices, superstition, false

notions, and ignorance, so nmuch the nore will he exert his mnd and
linbs for the object of production, so much the nore will he be
abl e to acconplish, and so nmuch the better will he nake use of the

fruits of his | abour. However, npbst depends in all these respects
on the conditions of the society in which the individual has been
brought up, and turns upon this, whether science and arts flourish,
and public institutions and laws tend to pronote religious
character, norality and intelligence, security for person and for
property, freedomand justice; whether in the nation all the
factors of material prosperity, agriculture, manufactures, and
trade, have been equally and harnoni ously cultivated; whether the
power of the nation is strong enough to secure to its individua
citizens progress in wealth and education fromgeneration to
generation, and to enable themnot nerely to utilise the natura
powers of their own country to their fullest extent, but also, by
foreign trade and the possession of colonies, to render the natura
powers of foreign countries serviceable to their own.

Adam Snmith has on the whol e recogni sed the nature of these
powers so little, that he does not even assign a productive
character to the nmental |abours of those who maintain | ans and
order, and cultivate and pronpte instruction, religion, science,
and art. Hys investigations are limted to that human activity
which creates material values. Wth regard to this, he certainly

recogni ses that its productiveness depends on the 'skill and
judgrment’ with which it is exercised; but in his investigations as
to the causes of this skill and judgnent, he does not go farther
than the division of |abour, and that he illustrates solely by

exchange, augnentation of material capital, and extension of
mar kets. Hi s doctrine at once sinks deeper and deeper into
materialism particularism and individualism If he had foll owed
up the idea 'productive power' wthout allowing his mnd to be
dom nated by the idea of 'value,' 'exchangeable value,' he would
have been | ed to perceive that an independent theory of the
"productive power,' nust be considered by the side of a 'theory of
val ues' in order to explain the econom cal phenonena. But he thus
fell into the m stake of explaining mental forces fromnmateria
circunstances and conditions, and thereby laid the foundation for
all the absurdities and contradictions fromwhich his school (as we
propose to prove) suffers up to the present day, and to which al one
it must be attributed that the doctrines of political econony are
those which are the |l east accessible to the nost intelligent nnds.
That Smith's school teaches nothing else than the theory of val ues,
is not only seen fromthe fact that it bases its doctrine
everywhere on the conception of 'value of exchange,' but also from
the definition which it gives of its doctrine. It is (says J. B.
Say) that science which teaches how riches, or exchangeabl e val ues,
are produced, distributed, and consunmed. This is undoubtedly not
the science which teaches how the productive powers are awakened
and devel oped, and how they becone depressed and destroyed.
M Culloch calls it explicitly '"the science of values,' and recent
English witers ' the science of exchange.

Exanpl es from private econony will best illustrate the
di fference between the theory of productive powers and the theory
of val ues.



Let us suppose the case of two fathers of fam lies, both being
| anded proprietors, each of whom saves yearly 1,000 thal ers and has
five sons. The one puts out his savings at interest, and keeps his
sons at conmmon hard work, while the other enploys his savings in
educating two of his sons as skilful and intelligent |andowners,
and in enabling the other three to learn a trade after their
respective tastes; the former acts according to the theory of
val ues, the latter according to the theory of productive powers.
The first at his death may prove much richer than the second in
mere exchangeabl e value, but it is quite otherwi se as respects
productive powers. The estate of the latter is divided into two
parts, and every part will by the aid of inproved managenent vyield
as much total produce as the whole did before; while the remaining
three sons have by their tal ents obtained abundant neans of
mai nt enance. The | anded property of the forner will be divided into
five parts, and every part will be worked in as bad a manner as the
whol e was heretofore. In the latter fanmly a nass of different
mental forces and talents is awakened and cultivated, which wll
increase fromgeneration to generation, every succeedi ng generation
possessi ng nore power of obtaining material wealth than the
preceding one, while in the forner fanily stupidity and poverty
must increase with the dinminution of the shares in the | anded
property. So the slavehol der increases by sl ave-breeding the sum of
hi s val ues of exchange, but he ruins the productive forces of
future generations. Al expenditure in the instruction of youth,
the pronotion of justice, defence of nations, &c. is a consunption
of present values for the behoof of the productive powers. The
greatest portion of the consunption of a nation is used for the
education of the future generation, for pronotion and nouri shnent
of the future national productive powers.

The Christian religion, nonogany, abolition of slavery and of
vassal age, hereditability of the throne, invention of printing, of
the press, of the postal system of noney wei ghts and neasures, of
the cal endar, of watches, of police, 'the introduction of the
principle of freehold property, of means of transport, are rich
sources of productive power. To be convinced of this, we need only
conpare the condition of the European states with that of the
Asiatic ones. In order duly to estimate the influence which liberty
of thought and consci ence has on the productive forces of nations,
we need only read the history of England and then that of Spain.
The publicity of the administration of justice, trial by jury,
parlianmentary | egislation, public control of State administration,
sel f-adninistration of the commonalties and nunicipalities, liberty
of the press, liberty of association for useful purposes, inpart to
the citizens of constitutional states, as also to their public
functionaries, a degree of energy and power which can hardly be
produced by other means. W can scarcely conceive of any |aw or any
public | egal decision which would not exercise a greater or smaller
i nfluence on the increase or decrease of the productive power of
the nation.(2*) If we consider nerely bodily | abour as the cause of
weal th, how can we then explain why nodern nations are inconparably
richer, nore popul ous, nore powerful, and prosperous than the
nations of ancient tinmes? The ancient nations enployed (in
proportion to the whole population) infinitely nore hands, the work
was much harder, each individual possessed nuch nore | and, and yet
the masses were nmuch worse fed and clothed than is the case in
nmodern nations. In order to explain these phenonmena, we nust refer
to the progress which has been nmade in the course of the |ast
t housand years in sciences and arts, domestic and public
regul ations, cultivation of the mind and capabilities of
production. The present state of the nations is the result of the



accunul ation of all discoveries, inventions, inprovenents,
perfections, and exertions of all generations which have |ived
before us; they formthe nental capital of the present hunan race,
and every separate nation is productive only in the proportion in
which it has known how to appropriate these attai nnents of forner
generations and to increase themby its own acquirenents, in which
the natural capabilities of its territory, its extent and
geographi cal position, its population and political power, have
been able to develop as conpletely and symetrically as possible
all sources of wealth within its boundaries, and to extend its
nmoral, intellectual, comercial, and political influence over |ess
advanced nations and especially over the affairs of the world.

The popul ar school of econom sts woul d have us believe that
politics and political power cannot be taken into consideration in
political econony. So far as it nmakes only val ues and exchange the
subjects of its investigations, this may be correct; we can define
the ideas of value and capital, profit, wages, and rent; we can
resolve theminto their elenents, and specul ate on what nmay
influence their rising or falling, &. w thout thereby taking into
account the political circunstances of the nation. Cearly,
however, these matters appertain as nuch to private econony as to
the econony of whole nations. We have nerely to consider the
hi story of Venice, of the Hanseatic League, of Portugal, Holl and,
and England, in order to perceive what reciprocal influence
material wealth and political power exercise on each other

The school also always falls into the strangest inconsistencies
whenever this reciprocal influence forces itself on their
consideration. Let us here only call to mnd the renarkabl e dictum
of Adam Smith on the English Navigation Laws. (3*)

The popul ar school, inasnmuch as it does not duly consider the
nature of the powers of production, and does not take into account
the conditions of nations in their aggregate, disregards especially
the inportance of developing in an equal ratio agriculture,
manuf act ures and comerce, political power and internal wealth, and
di sregards especially the value of a manufacturing power bel ongi ng
specially to the nation and fully developed in all its branches. It
commits the error of placing manufacturing power in the sane
category with agricultural power, and of speaking of |abour,
natural power, capital, &c. in general terns w thout considering
the di fferences which exist between them It does not perceive that
between a State devoted nerely to agriculture and a State
possessing both agriculture and nmanufactures, a much greater
difference exists than between a pastoral State and an agricultura
one. In a condition of nerely agricultural industry, caprice and
sl avery, superstition and ignorance, want of nmeans of culture, of
trade, and of transport, poverty and political weakness exist. In
the nmerely agricultural State only the least portion of the nental
and bodily powers existing in the nation is awakened and devel oped,
and only the |least part of the powers and resources placed by
nature at its disposal can be nade use of, while little or no
capital can be accunul at ed.

Let us conpare Poland with England: both nations at one tine
were in the same stage of culture; and now what a difference
Manuf actori es and manufactures are the nothers and chil dren of
muni ci pal liberty, of intelligence, of the arts and sciences, of
internal and external commerce, of navigation and inprovenents in
transport, of civilisation and political power. They are the chi ef
means of liberating agriculture fromits chains, and of elevating
it to a commercial character and to a degree of art and science, by
which the rents, farmng profits, and wages are increased, and



greater value is given to |landed property. The popul ar school has
attributed this civilising power to foreign trade, but in that it
has confounded the nere exchanger with the originator. Foreign
manuf actures furnish the goods for the foreign trade, which the

| atter conveys to us, and which occasi on consunption of products
and raw materials which we give in exchange for the goods in lieu
of noney paynents.

If, however, trade in the manufactures of far distant |ands
exercises adnittedly so beneficial an influence on our agricultura
i ndustry, how much nore beneficial nust the influence be of those
manuf act ures which are bound up with us locally, comercially, and
politically, which not only take fromus a small portion, but the
| argest portion of their requirements of food and of raw materials,
whi ch are not nade dearer to us by great costs of transport, our
trade in which cannot be interrupted by the chance of foreign
manuf acturi ng nations learning to supply their own wants
thensel ves, or by wars and prohibitory inport duties?

We now see into what extraordinary m stakes and contradictions
the popul ar school has fallen in nmaking naterial wealth or val ue of
exchange the sole object of its investigations, and by regarding
mere bodily | abour as the sole productive power.

The nman who breeds pigs is, according to this school, a
productive nmenber of the comunity, but he who educates nen is a
mere non-productive. The naker of bagpi pes or jews-harps for sale
is a productive, while the great conposers and virtuosos are
non- productive sinply because that which they play cannot be
brought into the nmarket. The physician who saves the lives of his
patients does not belong to the productive class, but on the
contrary the chemist's boy does so, although the values of exchange
(viz. the pills) which he produces may exist only for a few ninutes
before they pass into a valueless condition. A Newon, a Watt, or
a Kepler is not so productive as a donkey, a horse, or a draught-ox
(a class of |abourers who have been recently introduced by
M Cul l och into the series of the productive nenbers of hunman
soci ety).

We nust not believe that J. B. Say has renedied this defect in
the doctrine of Adam Smith by his fiction of 'immterial goods' or
products; he has thu s nerely sonmewhat varni shed over the folly of
its results, but not raised it out of its intrinsic absurdity. The
mental (immaterial) producers are nmerely productive, according to
his views, because they are renmunerated with val ues of exchange,
and because their attainnments have been obtained by sacrificing
val ues of exchange, and not because they produce productive
powers. (4*) They nerely seemto himan accunul ated capital
M Cul | och goes still further; he says that man is as nmuch a product
of Il abour as the machi ne which he produces, and it appears to him
that in all economnical investigations he nmust be regarded fromthis
point of view He thinks that Smith conprehended the correctness of
this principle, only he did not deduce the correct conclusion from
it. Anmong other things he draws the conclusion that eating and
drinking are productive occupations. Thomas Cooper val ues a cl ever
Anerican | awer at 3,000 dollars, which is about three tines as
much as the value of a strong sl ave.

The errors and contradictions of the prevailing school to which
we have drawn attention, can be easily corrected fromthe
standpoi nt of the theory of the productive powers. Certainly those
who fatten pigs or prepare pills are productive, but the
instructors of youths and of adults, virtuosos, mnusicians,
physi ci ans, judges, and administrators, are productive in a much
hi gher degree. The former produce val ues of exchange, and the
| atter productive powers, sone by enabling the future generation to



becone producers, others by furthering the norality and religious
character of the present generation, a third by ennobling and
raising the powers of the hunan wind, a fourth by preserving the
productive powers of his patients, a fifth by rendering human
rights and justice secure, a sixth by constituting and protecting
public security, a seventh by his art and by the enjoynent which it
occasions fitting nmen the better to produce val ues of exchange. In
the doctrine of nere val ues, these producers of the productive
powers can of course only be taken into consideration so far as
their services are rewarded by val ues of exchange; and this manner
of regarding their services may in some instances have its
practical use, as e.g. in the doctrine of public taxes, inasmuch as
these have to be satisfied by val ues of exchange. But whenever our
consideration is given to the nation (as a whole and in its
international relations) it is utterly insufficient, and leads to
a series of narrow mnded and fal se views.

The prosperity of a nation is not, as Say believes, greater in
the proportion in which it has anassed nore wealth (i.e. val ues of
exchange), but in the proportion in which it has nore developed its
powers of production. Although | aws and public institutions do not
produce i medi ate val ues, they neverthel ess produce productive
powers, and Say is mistaken if he nmmintains that nations have been
enabl ed to beconme weal thy under all forns of governnent, and that
by weans of |aws no wealth can be created. The foreign trade of a
nation nust not be estimated in the way in which individua
merchants judge it, solely and only according to the theory of
values (i.e. by regarding nerely the gain at any particul ar nonent
of sone material advantage); the nation is bound to keep steadily
in viewall these conditions on which its present and future
exi stence, prosperity, and power depend.

The nation nust sacrifice and give up a neasure of materia
property in order to gain culture, skill, and powers of united
production; it nust sacrifice sonme present advantages in order to
insure to itself future ones. If, therefore, a manufacturing power
developed in all its branches forns a fundanental condition of al
hi gher advances in civilisation, material prosperity, and politica
power in every nation (a fact which, we think, we have proved from
history); if it be true (as we believe we can prove) that in the
present conditions of the world a new unprotected nmanufacturing
power cannot possibly be raised up under free conpetition with a
power whi ch has |long since grown in strength and is protected on
its own territory; how can anyone possibly undertake to prove by
argunents only based on the nmere theory of values, that a nation
ought to buy its goods like individual nerchants, at places where
they are to be had the cheapest -- that we act foolishly if we
manuf acture anything at all which can be got cheaper from abroad --
that we ought to place the industry of the nation at the nmercy of
the self-interest of individuals -- that protective duties
constitute nonopolies, which are granted to the individual hone
manuf acturers at the expense of the nation? It is true that
protective duties at first increase the price of manufactured
goods; but it is just as true, and noreover acknow edged by the
prevail i ng economnical school, that in the course of tine, by the
nati on being enabled to build up a conpletely devel oped
manuf act uri ng power of its own, those goods are produced nore
cheaply at hone than the price at which they can be inported from
foreign parts. If, therefore, a sacrifice of value is caused by
protective duties, it is nmade good by the gain of a power of
production, which not only secures to the nation an infinitely
greater anobunt of material goods, but also industrial independence



in case of war. Through industrial independence and the interna
prosperity derived fromit the nation obtains the neans for
successfully carrying on foreign trade and for extending its
mercantile marine; it increases its civilisation, perfects its
institutions internally, and strengthens its external power. A

nati on capabl e of devel oping a manufacturing power, if it makes use
of the system of protection, thus acts quite in the sanme spirit as
that |anded proprietor did who by the sacrifice of sone materi al
weal th all owed some of his children to learn a productive trade

Into what m stakes the prevailing econom cal school has fallen
by judging conditions according to the nmere theory of values which
ought properly to be judged according to the theory of powers of
production, may be seen very clearly by the judgnment which J. B
Say passes upon the bounties which foreign countries sonetines
offer in order to facilitate exportation; he maintains that 'these
are presents made to our nation.' Now if we suppose that France
considers a protective duty of twenty-five per cent sufficient for
her not vet perfectly devel oped manufactures, while England were to
grant a bounty on exportation of thirty per cent, what would be the
consequence of the 'present' which in this nmanner the English would
make to the French? The French consunmers woul d obtain for a few
years the manufactured articles which they needed nuch cheaper than
hitherto, but the French manufactories would be ruined, and
mllions of nen be reduced to beggary or obliged to emigrate, or to
devote thenselves to agriculture for enploynent. Under the nobst
favourabl e circunstances, the present consumers and custoners of
the French agriculturists would be converted into conpetitors with
the latter, agricultural production would be increased, and the
consunption | owered. The necessary consequence woul d be dim nution
in value of the products, decline in the value of property,
nati onal poverty and national weakness in France. The English
"present' in mere value would be dearly paid for in |oss of power;
it would seemlike the present which the Sultan is wont to nake to
hi s pashas by sending them val uabl e silken cords.

Since the tine when the Trojans were 'presented’ by the G eeks
with a wooden horse, the acceptance of 'presents' from other
nati ons has becone for the nation which receives thema very
guestionabl e transaction. The English have given the Conti nent
presents of imrense value in the form of subsidies, but the
Continental nations have paid for themdearly by the | oss of power.
These subsi dies acted |ike a bounty on exportation in favour of the
English, and were detrinental to the German nmanufactories. |f
Engl and bound herself to-day to supply the Germans gratuitously for
years with all they required in nanufactured articles, we could not
recommend themto accept such an offer. If the English are enabl ed
t hrough new i nventions to produce linen forty per cent. cheaper
than the Germans can by using the old process, and if in the use of
their new process they nerely obtain a start of a few years over
the Germans, in such a case, were it not for protective duties, one
of the npbst inportant and ol dest branches of Gernany's industry
will be ruined. It will be as if a linb of the body of the German
nati on had been | ost. And who woul d be consoled for the | oss of an
arm by knowi ng that he had neverthel ess bought his shirts forty per
cent cheaper?

If the English very often find occasion to offer presents to
foreign nations, very different are the fornms in which this is
done; it is not unfrequently done against their will; always does
it behove foreign nations well to consider whether or not the
present shoul d be accepted. Through their position as the
manuf act uri ng and commrerci al nonopolists of the world, their
manufactories fromtinme to tinme fall into the state which they cal



"glut,’ and which arises fromwhat they call 'overtrading.' At such
peri ods everybody throws his stock of goods into the steaners.
After the el apse of eight days the goods are offered for sale in
Hanburg, Berlin, or Frankfort, and after three weeks in New York,

at fifty per cent under their real value. The English manufacturers
suffer for the nonent, but they are saved, and they conpensate
thensel ves | ater on by better prices. The Gernman and Anerican

manuf acturers receive the bl ows which were deserved by the English
-- they are ruined. The English nation nerely sees the fire and
hears the report of the explosion; the fragments fall down in other
countries, and if their inhabitants conplain of bl oody heads, the

i ntermedi ate nmerchants and deal ers say, 'The crisis has done it
all!" If we consider how often by such crises the whole

manuf acturi ng power, the systemof credit, nay the agriculture, and
generally the whol e econom cal system of the nations who are placed
in free conpetition with England, are shaken to their foundations,
and that these nations have afterwards notwithstanding richly to
reconpense the English manufacturers by higher prices, ought we not
then to becone very sceptical as to the propriety, of the
commer ci al conditions of nations being regulated according to the
mere theory of values and according to cosnopolitical principles?
The prevailing econom cal school has never deenmed it expedient to
el uci date the causes and effects of such comercial crises.

The great statesnen of all nodern nations, alnost without
exception, have conprehended the great influence of manufactures
and nmanufactories on the wealth, civilisation, and power of
nations, and the necessity of protecting them Edward I
conprehended this like Elizabeth; Frederick the Geat |ike Joseph
I'l; Washington |ike Napol eon. Wthout entering into the depths of
the industry theory, their foreseeing mnds conprehended the nature
of inits entirety, and appreciated it correctly. It was reserved
for the school of physiocrats to regard this nature from anot her
poi nt of view in consequence of a sophistical |ine of reasoning.
Their castle in the air has di sappeared; the nore nodern econonica
school itself has destroyed it; but even the latter has al so not
disentangled itself fromthe original errors, but has nerely
advanced sonewhat farther fromthem Since it did not recognise the
di fference between productive power and nere val ues of exchange,
and did not investigate the forner independently of the latter, but
subordinated it to the theory of values of exchange, it was
i npossi ble for that school to arrive at the perception how greatly
the nature of the agricultural productive power differs fromthe
nature of the manufacturing productive power. It does not discern
that through the devel opnent of a manufacturing industry in an
agricultural nation a nass of nental and bodily powers, of natura
powers and natural resources, and of instrunental powers too (which
|latter the prevailing school terns 'capital'), is brought to bear,
and brought into use, which had not previously been active, and
woul d never have cone into activity but for the formati on and
devel opment of an internal nmanufacturing power; it imagines that by
the establishnent of manufacturing industry these forces nust be
taken away fromagriculture, and transferred to manufacture,
whereas the latter to a great extent is a perfectly new and
addi ti onal power, which, very far indeed fromincreasing at the
expense of the agricultural interest, is often the means of hel ping
that interest to attain a higher degree of prosperity and
devel opnent.

NOTES



1. This is true respecting Spain up to the period of her invasion
by Napol eon, but not subsequently. Qur author's concl usions are,
however, scarcely invalidated by that exception. -- TR

2. Say states in his Econom e Politique Pratique, vol. iii. p. 242,
'"Les | ois ne peuvent pas créer des richesses.' Certainly they
cannot do this, but they create productive power, which is nore
important than riches, i.e. than possession of val ues of exchange.

3. Wealth of Nations, Book IV. chap. ii.

4. Fromthe great nunber of passages wherein J. B. Say explains
this view, we nmerely quote the newest -- fromthe sixth vol ume of
Econom e Politique Pratique, p. 307: 'Le talent d' un avocat, d'un
médecin, qui a été acquis au prix de quel que sacrifice et qu
produit un revenu, est une valeur capitale, non transmissible a la
vérité, mais qui reéside néannpins dans un corps visible, celui de
| a personne qui |e posséde.’

Chapter 13

The National Division of Comrercial QOperations and the
Conf ederation of the National Productive Forces

The school is indebted to its renowned founder for the
di scovery of that natural law which it calls 'division of |abour,"
but neither Adam Smith nor any of his successors have thoroughly
investigated its essential nature and character, or followed it out
to its nost inportant consequences.

The expression 'division of labour' is an indefinite one, and
must necessarily produce a false or indefinite idea.

It is "division of labour' if one savage on one and the sane
day goes hunting or fishing, cuts down wood, repairs his w gwam
and prepares arrows, nets, and clothes; but it is also 'division of
| abour' if (as Adam Smith mentions as an exanple) ten different
persons share in the different occupations connected with the
manufacture of a pin: the former is an objective, and the latter a
subj ective division of |abour; the forner hinders, the latter
furthers production. The essential difference between both is, that
in the former instance one person divides his work so as to produce
various objects, while in the latter several persons share in the
production of a single object.

Bot h operations, on the other hand, may be called with equa
correctness a union of |abour; the savage unites various tasks in
his person, while in the case of the pin manufacture various
persons are united in one work of production in comon.

The essential character of the natural |aw from which the
popul ar school expl ains such inportant phenonmena in social econony,
is evidently not nerely a division of |abour, but a division of
di fferent comrercial operations between several individuals, and at
the same tinme a confederation or union of various energies,
intelligences, and powers on behal f of a common production. The
cause of the productiveness of these operations is not nerely that
di vision, but essentially this union. Adam Snith wel| perceives
this hinself when he states, 'The necessaries of life of the | owest
menbers of society are a product of joint |abour and of the
co-operation of a nunber of individuals.' (1*) What a pity that he
did not follow out this idea (which he so clearly expresses) of
uni ted I abour.

If we continue to consider the exanple of the pin manufacture
adduced by Adam Smith in illustration of the advantages of division
of labour, and seek for the causes of the phenonenon that ten



persons united in that nanufacture can produce an infinitely |arger
nunber of pins than if every one carried on the entire pin

manuf acture separately, we find that the division of comrerci al
operations w thout conbination of the productive powers towards one
common object could but little further this production

In order to create such a result, the different individuals
must co-operate bodily as well as nmentally, and work together. The
one who makes the heads of the pins nust be certain of the co
operation of the one who makes the points if he does not want to
run the risk of producing pin heads in vain. The | abour operations
of all must be in the proper proportion to one another, the worknen
must |ive as near to one another as possible, and their
co-operation nmust be insured. Let us suppose e.g. that every one of
these ten workmen lives in a different country; how often nm ght
their co-operation be interrupted by wars, interruptions of
transport, commercial crises, &c.; how greatly would the cost of
the product be increased, and consequently the advantage of the
di vi sion of operation dimnished; and woul d not the separation or
secession of a single person fromthe union, throw all the others
out of work?

The popul ar school, because it has regarded the division of
operation alone as the essence of this natural |law, has comitted
the error of applying it nerely to the separate manufactory or
farm it has not perceived that the sane | aw extends its action
especially over the whole manufacturing and agricul tural power,
over the whol e econony of the nation

As the pin nmanufactory only prospers by the confederation of
the productive force of the individuals, so does every kind of
manuf acture prosper only by the confederation of its productive
forces with those of all other kinds of manufacture. For the
success of a machine manufactory, for instance, it is necessary
that the mnes and netal works should furnish it with the necessary
materials, and that all the hundred different sorts of
manuf act ori es whi ch require nmachi nes, should buy their products
fromit. Wthout nmachine manufactories, a nation would in tinme of
war be exposed to the danger of losing the greater portion of its
manuf act uri ng power.

In Iike manner the entire manufacturing industry of a State in
connection with its agricultural interest, and the latter in
connection with the fornmer, will prosper the nore the nearer they
are placed to one another, and the less they are interrupted in
their nutual exchanges with one another. The advantages of their
conf ederati on under one and the sane political Power in tinmes of
war, of national differences, of commercial crises, failure of
crops, &c., are not |ess perceptible than are the advantages of the
uni on of the persons belonging to a pin manufactory under one and
the same roof.

Smith affirnms that the division of labour is less applicable to
agriculture than to manufactures. (2*) Smith had in view only the
separate nmanufactory and the separate farm He has, however,
negl ected to extend his principle over whole districts and
provi nces. Nowhere has the division of comrercial operations and
the confederation of the productive powers greater influence than
where every district and every province is in a position to devote
itself exclusively, or at least chiefly, to those branches of
agricultural production for which they are nostly fitted by nature.
In one district corn and hops chiefly thrive, in another vines and
fruit, in a third tinber production and cattle rearing, &c. If
every district is devoted to all these branches of production, it
is clear that its labour and its | and cannot be nearly so



productive as if every separate district were devoted nainly to
those branches of production for which it is specially adapted by
nature, and as if it exchanged the surplus of its own specia
products for the surplus produce of those provinces which in the
production of other necessaries of life and raw materials possess
a natural advantage equally peculiar to thenselves. This division
of commercial operations, this confederation of the productive
forces occupied in agriculture, can only take place in a country
whi ch has attained the greatest devel opnent of all branches of
manuf acturing industry; for in such a country only can a great
demand for the greatest variety of products exist, or the demand
for the surplus of agricultural productions be so certain and
consi derabl e that the producer can feel certain of disposing of any
quantity of his surplus produce during this or at |east during next
year at suitable prices; in such a country only can consi derable
capital be devoted to speculation in the produce of the country and
hol di ng stocks of it, or great inprovenents in transport, such as
canal s and railway systens, |ines of steamers, inproved roads, be
carried out profitably; and only by nmeans of thoroughly good neans
of transport can every district or province convey the surplus of
its peculiar products to all other provinces, even to the nost
di stant ones, and procure in return supplies of the peculiar
products of the latter. Were everybody supplies hinself wth what
he requires, there is but little opportunity for exchange, and
therefore no need for costly facilities of transport.

We nmay notice how the augnentation of the powers of production
i n consequence of the separation of occupations and the
co-operation of the powers of individuals begins in the separate
manuf actory and extends to the united nation. The nanufactory
prospers so nmuch the nore in proportion as the comrerci al
operations are divided, the nore closely the worknmen are united,
and the nore the co-operation of each person is insured for the
whol e. The productive powers of every separate manufactory are al so
increased in proportion as the whol e manufacturing power of the
country is developed in all its branches, and the nore intinmately
it is united with all other branches of industry. The agricultura
power of production is so much greater the nore intimately a
manuf acturi ng power developed in all its branches is united
locally, comercially, and politically with agriculture. In
proportion as the manufacturing power is thus devel oped will the
di vision of the commercial operations and the co-operation of the
productive powers in agriculture also devel op thensel ves and be
rai sed to the highest stage of perfection. That nation wll
t heref ore possess nost productive power, and will consequently be
the richest, which has cultivated manufacturing industry in all
branches within its territory to the highest perfection, and whose
territory and agricultural production is |large enough to supply its
manuf acturing popul ation with the |argest part of the necessaries
of life and raw materials which they require.

Let us now consider the opposite side of this argunment. A
nati on whi ch possesses nerely agriculture, and nerely the nost
i ndi spensabl e industries, is in want of the first and nost
necessary division of commercial operations anong its inhabitants,
and of the nost inportant half of its productive powers, indeed it
is in want of a useful division of commercial operations even in
the separate branches of agriculture itself. A nation thus
imperfect will not only be nerely half as productive as a perfect
nation, but with an equal or even with a nuch |arger territory,
with an equal or a nuch |arger population, it will perhaps scarcely
obtain a fifth, probably scarcely a tenth, part of that nateria
weal th which a perfect nation is able to procure; and this for the



sanme reason owing to which in a very conplicated manufactory ten
persons produce not nerely ten tines nore, but perhaps thirty tines
nore, than one person, or a nan with one arm cannot nerely work
half as little, but infinitely less, than a man with two arns. This
| oss in productive power will be so much greater, the nore that the
manuf act uri ng operations can be furthered by machinery, and the
| ess that machinery can be applied in agriculture. A part of the
productive power which the agricultural nation thus |oses, wll
fall to the lot of that nation which exchanges its nmanufactured
goods for agricultural products. This will, however, be a positive
loss only in case the agricultural nation has already reached that
stage of civilisation and political devel opnent which is necessary
for the establishment of a manufacturing power. If it has not yet
attained that stage, and still remmins in a barbarous or
hal f-civilised state, if its agricultural power of production has
not yet developed itself even fromthe nost primtive condition, if
by the inportation of foreign fabrics and the exportation of raw
products its prosperity neverthel ess increases considerably from
year to year, and its nmental and social powers continue to be
awakened and increased, if such commerce as it can thus carry on is
not interrupted by foreign prohibition of inportation of raw
products, or by wars, or if the territory of the agricultura
nation is situated in a tropical climate, the gain on both sides
will then be equal and in conformity with the |aws of nature,
because under the influence of such an exchange of the native
products for foreign fabrics, a nation so situated will attain to
civilisation and devel opnent of its productive powers nore quickly
and safely than when it has to develop thementirely out of its
resources. |If, however, the agricultural nation has already reached
the culmnating point of its agricultural devel opnent, as far as
that can be attained by the influence of foreign commerce, or if
the manufacturing nation refuses to take the products of the
agricultural nation in exchange for its manufactured goods, and if
neverthel ess, owing to the successful conpetition of the
manuf acturing nation in the nmarkets of the agricultural nation, no
manuf actures can spring up in the latter, in such a case the
agricultural productive power of the agricultural nation is exposed
to the danger of being crippled.

By a crippled state of agriculture we nmean that state of things
in which, fromwant of a powerful and steadily devel opi ng
manuf acturing industry, the entire increase of population tends to
throwitself on agriculture for enploynent, consunes all the
surplus agricultural production of the country, and as soon as it
has considerably increased either has to emgrate or share with the
agriculturists already in existence the |land i medi ately at hand,
till the I anded property of every famly has becone so small that
it produces only the nost elenentary and necessary portion of that
famly's requirenents of food and raw materials, but no
consi derabl e surplus which it might exchange with the manufacturers
for the manufactured products which it requires. Under a nornal
devel opment of the productive powers of the State, the greater part
of the increase of population of an agricultural nation (as soon as
it has attained a certain degree of culture) should transfer itself
to manufacturing industry, and the excess of the agricultura
products should partly serve for supplying the manufacturing
popul ation with provisions and raw materials, and partly for
procuring for the agriculturists the manufactured goods, nachines,
and utensils which they require for their consunption, and for the
i ncrease of their own production.

If this state of things sets in at the proper tineg,



agricultural and industrial productive power will increase
reciprocally, and indeed ad infinitum The demand for agricul tural
products on the part of the industrial population will be so great,
that no greater nunmber of |abourers will be diverted to
agriculture, nor any greater division of the existing | and be nade,
than is necessary to obtain the greatest possible surplus produce
fromit. In proportion to this surplus produce the popul ation
occupied in agriculture will be enabled to consune the products of
t he wor kmen enpl oyed in manufacturing. A continuous increase of the
agricultural surplus produce will occasion a continuous increase of
the denmand for manufacturing worknmen. The excess of the
agricultural population will therefore continually find work in the
manuf actori es, and the nmanufacturing population will at |ength not
only equal the agricultural population in nunbers, but will far
exceed it. This latter is the condition of England; that which we
fornmerly described is that of part of France and Germany. Engl and
was principally brought to this natural division of industrial
pursuits between the two great branches of industry, by means of
her fl ocks of sheep and wool | en nmanuf actures, which existed there
on a large scale nuch sooner than in other countries. In other
countries agriculture was crippled nainly by the influence of
feudalismand arbitrary power. The possession of |and gave

i nfluence and power, nerely because by it a certain nunber of

retai ners could be maintained which the feudal proprietor could
make use of in his feuds. The nore vassal s he possessed, so nmany
more warriors he could nuster. It was besides inpossible, owing to
the rudeness of those tines, for the | anded proprietor to consune
his incone in any other manner than by keeping a | arge nunber of
servants, and he could not pay these better and attach themto his
own person nore surely than by giving thema bit of land to
cultivate under the condition of rendering himpersonal service and
of paying a smaller tax in produce. Thus the foundation for
excessive division of the soil was laid in an artificial manner;
and if in the present day the Government seeks by artificial means
to alter that system in so doing it is nmerely restoring the
original state of things.

In order to restrain the continued depreciation of the
agricultural power of a nation, and gradually to apply a renedy to
that evil in so far as it is the result of previous institutions,
no better neans exists (apart fromthe pronotion of emnigration)
than to establish an internal manufacturing power, by which the
i ncrease of population nay be gradually drawn over to the latter,
and a greater demand created for agricultural produce, by which
consequently the cultivation of |arger estates may be rendered nore
profitable, and the cultivator induced and encouraged to gain from
his land the greatest possible anmount of surplus produce.

The productive power of the cultivator and of the | abourer in
agriculture will always be greater or smaller according to the
degree in which the exchange of agricultural produce for
manuf act ures and ot her products of various kinds can proceed nore
or less readily. That in this respect the foreign trade of any
nation which is but little advanced can prove in the highest degree
beneficial, we have shown in another chapter by the exanple of
Engl and. But a nation which has al ready nade consi derabl e advances
in civilisation, in possession of capital, and in population, wll
find the devel opnent of a manufacturing power of its own infinitely
nmore beneficial to its agriculture than the nmost flourishing
foreign trade can be wi thout such nmanufactures, because it thereby
secures itself against all fluctuations to which it nmay be exposed
by war, by foreign restrictions on trade, and by commercial crises,
because it thereby saves the greatest part of the costs of



transport and commercial charges incurred in exporting its own
products and in inporting manufactured articles, because it derives
the greatest advantages fromthe inprovenents in transport which
are called into existence by its own manufacturing industry, while
fromthe sane cause a mass of personal and natural powers hitherto
unenpl oyed wi Il be devel oped, and especially because the reciproca
exchange between nmanufacturing power and agricultural power is so
much greater, the closer the agriculturist and manufacturer are

pl aced to one another, and the less they are liable to be
interrupted in the exchange of their various products by accidents
of all kinds.

In nmy letters to M. Charles J. Ingersoll, President of the
Society for Pronoting Arts and Industries in Philadel phia, of the
year 1828 (entitled, 'Qutlines of a New System of Politica
Econony'), | tried to explain the advantages of a union of the
manuf acturi ng power with agriculture in one and the sane country,
and under one and the sane political power, in the follow ng
manner. Supposing you did not understand the art of grinding corn,
whi ch has certainly been a great art in its tinme; supposing further
that the art of baking bread had remai ned unknown to you, as
(according to Anderson) the real art of salting herrings was stil
unknown to the English in the seventeenth century; supposing,
therefore, that you had to send your corn to England to be ground
into flour and baked into bread, how large a quantity of your corn
woul d not the English retain as pay for the grinding and baki ng;
how nmuch of it would the carters, seamen, and nmerchants consune,
who woul d have to be enployed in exporting the corn and inporting
the bread; and how nuch woul d come back into the hands of those who
cultivated the corn? There is no doubt that by such a process the
foreign trade woul d receive a considerable inmpetus, but it is very
doubt ful whether this intercourse would be specially advant ageous
to the wel fare and i ndependence of the nation. Consider only in
case of a war breaking out between your country (the United States)
and Great Britain, what woul d be the situation of those who
produced corn for the English mlls and bakehouses, and on the
ot her hand the situation of those who had becone accustoned to the
taste of the English bread. Just as, however, the econonica
prosperity of the corn-cultivating interest requires that the corn
mllers should live inits vicinity, so also does the prosperity of
the farnmer especially require that the manufacturer should live
close to him so also does the prosperity of a flat and open
country require that a prosperous and industrial town should exist
inits centre, and so does the prosperity of the whole agriculture
of a country require that its own manufacturing power should be
devel oped in the highest possible degree.

Let us conpare the condition of agriculture in the vicinity of
a populous town with its condition when carried on in distant
provinces. In the latter case the farnmer can only cultivate for
sal e those products which can bear a long transport, and which
cannot be supplied at cheaper prices and in better quality from
districts lying nearer to those who purchase them A |arger portion
of his profits will be absorbed by the costs of transport. He wll
find it difficult to procure capital which he may enpl oy usefully
on his farm Fromwant of better exanples and neans of education he
will not readily be led to avail hinself of new processes, of
better inplenents, and of new nethods of cultivation. The | abourer
hi nsel f, fromwant of good exanple, of stimulus to exertion, and to
emul ation in the exercise of his productive powers, will only
devel op those powers inefficiently, and will indulge hinmself in
| oitering about and in idleness.



On the other hand, in the proxinity of the town, the farmer is
in a position to use every patch of land for those crops which best
suit the character of the soil. He will produce the greatest
variety of things to the best advantage. Garden produce, poultry,
eggs, mlk, butter, fruit, and especially articles which the farner
residing at a distance considers insignificant and secondary
things, will bring to the farner near the town considerable profit.
Wil e the distant farner has to depend mainly on the nere breeding
of cattle, the other will nake much better profits fromfattening
them and will thereby be led to perfect his cultivation of root
crops and fodder. He can utilise with nuch profit a nunber of
things which are of little or no use to the distant farmer; e.g.
stone, sand, water power, &c. The nost nunerous and best machi nes
and inplements as well as all neans for his instruction, are close
at hand. It will be easy for himto accunul ate the capita
necessary for the inprovenent of his farm Landed proprietors and
wor knmen, by the neans of recreation which the town affords, the
emul ation which it excites anong them and the facility of making
profits, will be incited to exert all their mental and bodily
powers for the inprovenent of their condition. And precisely the
sane difference exists between a nation which unites agriculture
and manufactures on its own territory, and a nation which can only
exchange its own agricultural products for foreign nmanufactured
goods.

The whol e social state of a nation will be chiefly detern ned
by the principle of the variety and division of occupations and the
cooperation of its productive powers. What the pinis in the pin
manufactory, that the national well-being is to the |large society
which we term'the nation.' The npbst inportant division of
occupations in the nation is that between the nental and materia
ones. Both are nmutually dependent on one another. The nore the
ment al producers succeed in pronoting norality, religion,
enl i ghtennent, increase of know edge, extension of |iberty and of
perfection of political institutions -- security of persons and
property within the State, and the i ndependence and power of the
nation externally -- so nmuch greater will be the production of
material Walth. On the other hand, the nore goods that the
mat eri al producers produce, the nore will nental production be
capabl e of being pronoted.

The nost inportant division of occupations, and the nost
i mportant co-operation of productive powers in material production,
is that of agriculture and nanufacture. Both depend mutually upon
one anot her, as we have shown.

As in the pin manufactory, so also in the nation does the

producti veness of every individual -- of every separate branch of
production -- and finally of the whole nation depend on the
exertions of all individuals standing in proper relation to one

another. W call this relation the balance or the harnmony of the
productive powers. It is possible for a nation to possess too nmany
phi | osophers, philologers, and literati, and too few skilled

arti sans, nerchants, and seanen. This is the consequence of highly
advanced and | earned culture which is not supported by a highly
advanced nanufacturing power and by an extensive internal and
external trade; it is as if in a pin manufactory far nore pin heads
were manufactured than pin points. The surplus pin heads in such a
nation are: a mass of usel ess books, subtle theoretical systens,
and | earned controversies, through which the mnd of the nation is
nmore obscured than cultivated, and is withdrawn from usefu
occupati ons; consequently its productive powers are retarded in
their progress alnmpst as nuch as if it possessed too nany priests
and too few instructors of youth, too nany soldiers and too few



politicians, too many admnistrators and too few judges and
defenders of justice and right.

A nation which only carries on agriculture, is an individua
who in his material production |lacks one arm Commerce is nerely
t he medi um of exchange between the agricultural and the
manuf act uri ng power, and between their separate branches. A nation
whi ch exchanges agricultural products for foreign nmanufactured
goods is an individual with one arm which is supported by a
foreign arm This support may be useful to it, but not so useful as
if it possessed two arns itself, and this because its activity is
dependent on the caprice of the foreigner. In possession of a
manuf act uri ng power of its own, it can produce as much provisions
and raw materials as the home manufacturers can consune; but if
dependent upon foreign manufacturers, it can nerely produce as nuch
surplus as foreign nations do not care to produce for thenselves,
and which they are obliged to buy from another country.

As between the different districts of one and the sanme country,
so does the division of |abour and the co-operation of the
productive powers operate between the various nations of the earth.
The former is conducted by internal or national, the latter by
international commerce. The international co-operation of
productive powers is, however, a very inperfect one, inasnuch as it
may be frequently interrupted by wars, political regulations,
commercial crises, &. Although it is the npbst inportant in one
sense, inasnmuch as by it the various nations of the earth are
connected with one another, it is nevertheless the |east inportant
with regard to the prosperity of any separate nation which is
al ready far advanced in civilisation. This is admtted by witers
of the popul ar school, who declare that the home nmarket of a nation
is without conparison nore inportant than its foreign market. It
follows fromthis, that it is the interest of every great nation to
make the national confederation of its productive powers the nmain
object of its exertions, and to consider their internationa
confederation as second in inportance to it.

Both international and national division of |abour are chiefly
determned by clinate and by Nature herself. W cannot produce in
every country tea as in China, spices as in Java, cotton as in
Loui si ana, or corn, wool, fruit, and manufactured goods as in the
countries of the tenperate zone. It would be folly for a nation to
attenpt to supply itself by nmeans of national division of |abour
(i.e. by honme production) with articles for the production of which
it is not favoured by nature, and which it can procure better and
cheaper by neans of international division of Iabour (i.e. through
foreign comerce). And just as much does it betoken a want of
national intelligence or national industry if a nation does not
enploy all the natural powers which it possesses in order to
satisfy its own internal wants, and then by neans of the surplus of
its own productions to purchase those necessary articles which
nature has forbidden it to produce on its own territory.

The countries of the world nost favoured by nature, with regard
to both national and international division of |abour, are
evidently those whose soil brings forth the nbost common necessaries
of life of the best quality and in the largest quantity, and whose
climte is nost conducive to bodily and nental exertion, and these
are the countries of the tenperate zone; for in these countries the
manuf act uri ng power especially prospers, by means of which the
nation not nerely attains to the hi ghest degree of nental and
soci al devel opnent and of political power, but is also enabled to
make the countries of tropical climates and of inferior
civilisation tributary in a certain neasure to itself. The



countries of the tenperate zone therefore are above all others
called upon to bring their own national division of |abour to the
hi ghest perfection, and to use the international division of |abour
for their enrichnent.

NOTES

1. Wealth of Nations, Book |I. chap. i.
2. Wealth of Nations, Book I. chap. i.
Chapter 14

Private Econony and National Econony

We have proved historically that the unity of the nation forns
the fundamental condition of |asting national prosperity; and we
have shown that only where the interest of individuals has been
subordinated to those of the nation, and where successive
generati ons have striven for one and the sane object, the nations
have been brought to harnoni ous devel opnent of their productive
powers, and how little private industry can prosper wthout the
united efforts both of the individuals who are living at the tinme,
and of successive generations directed to one conmon object. W
have further tried to prove in the |last chapter how the | aw of
uni on of powers exhibits its beneficial operation in the individua
manuf actory, and how it acts with equal power on the industry of
whol e nations. In the present chapter we have now to denonstrate
how t he popul ar school has conceal ed its m sunderstandi ng of the
national interests and of the effects of national union of powers,
by confounding the principles of private econony with those of
nati onal econony.

"What is prudence in the conduct of every private fanmly,' says
Adam Snith, (1*) 'can scarce be folly in that of a great kingdom'
Every individual in pursuing his own interests necessarily pronotes
thereby also the interests of the community. It is evident that
every individual, inasnmuch as he knows his own | ocal circunstances
best and pays nost attention to his occupation, is far better able
to judge than the statesman or |egislator how his capital can nost
profitably be invested. He who would venture to give advice to the
peopl e how to invest their capital would not nmerely take upon
hi msel f a usel ess task, but would al so assunme to hinself an
authority which belongs solely to the producer, and which can be
entrusted to those persons | east of all who consider thensel ves
equal to so difficult a task. Adam Smith concludes fromthis:
"Restrictions on trade inposed on the behalf of the interna
industry of a country, are mere folly; every nation, like every
i ndi vi dual , ought to buy articles where they can be procured the
cheapest; in order to attain to the hi ghest degree of nationa
prosperity, we have sinply to follow the maxi mof letting things
alone (laisser faire et laisser aller).' Smth and Say compare a
nation which seeks to pronote its industry by protective duties, to
a tailor who wants to nake his own boots, and to a boot maker who
woul d i nmpose a toll on those who enter his door, in order to
pronote his prosperity. As in all errors of the popular school, so
also in this one does Thomas Cooper go to extrenmes in his book(2%)
which is directed against the Arerican system of protection
"Political econony,' he alleges, '"is alnost synonynous with the
private economy of all individuals; politics are no essential
ingredient of political economy; it is folly to suppose that the
community is something quite different fromthe individuals of whom



it is conposed. Every individual knows best how to invest his

| abour and his capital. The wealth of the community is nothing else
than the aggregate of the wealth of all its individual nmenbers; and
if every individual can provide best for hinself, that nation nust
be the richest in which every individual is nost left to hinself.'
The adherents of the Anerican system of protection had opposed
thenselves to this argunment, which had fornerly been adduced by

i mporting merchants in favour of free trade; the Anerican

navi gation laws had greatly increased the carrying trade, the
foreign commerce, and fisheries of the United States; and for the
mere protection of their nercantile marine mllions had been
annual | y expended on their fleet; according to his theory those

|l aws and this expense also woul d be as reprehensi bl e as protective
duties. ' In any case,' exclains M Cooper, 'no conmerce by sea is
worth a naval war; the nmerchants may be left to protect

t hensel ves.'

Thus the popul ar school, which had begun by ignoring the
principles of nationality and national interests, finally comes to
the point of altogether denying their existence, and of | eaving
i ndividuals to defend themas they may solely by their own
i ndi vi dual powers

How? |s the wi sdom of private econony, also wisdomin nationa
econony? Is it in the nature of individuals to take into
consi deration the wants of future centuries, as those concern the
nature of the nation and the State? Let us consider only the first
begi nning of an Anerican town; every individual left to hinself
woul d care nerely for his own wants, or at the nost for those of
hi s nearest successors, whereas all individuals united in one
community provide for the conveni ence and the wants of the npst
di stant generations; they subject the present generation for this
object to privations and sacrifices which no reasonabl e person
coul d expect fromindividuals. Can the individual further take into
consideration in pronmoting his private econony, the defence of the
country, public security and the thousand ot her objects which can
only be attained by the aid of the whole conmunity? Does not the
State require individuals to limt their private liberty according
to what these objects require? Does it not even require that they
shoul d sacrifice for these some part of their earnings, of their
mental and bodily | abour, nay, even their own |life? W nust first
root out, as Cooper does, the very ideas of 'State' and 'nation
before this opinion can be entertained.

No; that may be wi sdomin national econony which would be folly
in private econony, and vice versa; and owing to the very sinple
reason, that a tailor is no nation and a nation no tailor, that one
famly is something very different froma comunity of nillions of
famlies, that one house is sonething very different froma | arge
national territory. Nor does the individual merely by understandi ng
his own interests best, and by striving to further them if left to
his own devices, always further the interests of the community. W
ask those who occupy the benches of justice, whether they do not
frequently have to send individuals to the tread-nmi Il on account of
their excess of inventive power, and of their all too great
i ndustry. Robbers, thieves, snugglers, and cheats know their own
| ocal and personal circunstances and conditions extrenely well, and
pay the nost active attention to their business; but it by no neans
follows therefrom that society is in the best condition where such
individuals are least restrained in the exercise of their private
i ndustry.

In a thousand cases the power of the State is conpelled to
i mpose restrictions on private industry. It prevents the shi powner
fromtaking on board slaves on the west coast of Africa, and taking



them over to Anerica. It inposes regulations as to the building of
steaners and the rules of navigation at sea, in order that
passengers and sailors nay not be sacrificed to the avarice and
caprice of the captains. In England certain rules have recently
been enacted with regard to shipbuilding, because an infernal union
bet ween assurance conpani es and shi powners has been brought to
|light, whereby yearly thousands of human lives and mllions in

val ue were sacrificed to the avarice of a few persons. In North
America mllers are bound under a penalty to pack into each cask
not |less than 198 I bs. of good flour, and for all narket goods

mar ket i nspectors are appointed, although in no other country is
individual liberty nore highly prized. Everywhere does the State
consider it to be its duty to guard the public agai nst danger and
loss, as in the sale of necessaries of life, so also in the sale of
medi ci nes, &c.

But the cases which we have nentioned (the school wll reply)
concern unl awful damages to property and to the person, not the
honour abl e exchange of useful objects, not the harm ess and usefu
industry of private individuals; to inpose restrictions on these
|latter the State has no right whatever. O course not, so long as
they remain harm ess and useful; that which, however, is harnless
and useful in itself, in general conmerce with the world, can
becone dangerous and injurious in national internal comrerce, and
vice versa. In tinme of peace, and considered froma cosnopolitan
poi nt of view, privateering is an injurious profession; in tine of
war, Governnents favour it. The deliberate killing of a human bei ng
is acrime intinm of peace, in war it becones a duty. Trading in
gunpowder, lead, and arns in tinme of peace is allowed; but whoever
provides the eneny with themin time of war, is punished as a
traitor.

For simlar reasons the State is not nerely justified in
i mposi ng, but bound to inpose, certain regulations and restrictions
on commerce (which is in itself harmless) for the best interests of
the nation. By prohibitions and protective duties it does not give
directions to individuals how to enploy their productive powers and
capital (as the popular school sophistically alleges); it does not
tell the one, 'You nust invest your noney in the building of a
ship, or in the erection of a manufactory;' or the other, 'You nust

be a naval captain or a civil engineer;' it leaves it to the
j udgrment of every individual how and where to invest his capital,
or to what vocation he will devote hinself. It nmerely says, 'It is

to the advantage of our nation that we manufacture these or the
ot her goods ourselves; but as by free conpetition with foreign
countries we can never obtain possession of this advantage, we have
i nposed restrictions on that conpetition, so far as in our opinion
is necessary, to give those anong us who invest their capital in
these new branches of industry, and those who devote their bodily
and nental powers to them the requisite guarantees that they shal
not lose their capital and shall not miss their vocation in life;
and further to stinulate foreigners to come over to our side with
their productive powers. In this nmanner, it does not in the |east
degree restrain private industry; on the contrary, it secures to
the personal, natural, and noneyed powers of the nation a greater
and wider field of activity. It does not thereby do sonething which
its individual citizens could understand better and do better than
it; on the contrary it does sonething which the individuals, even
if they understood it, would not be able to do for thensel ves.

The al |l egation of the school, that the system of protection
occasi ons unjust and anti-econom cal encroachnents by the power of
the State against the enploynment of the capital and industry of



private individuals, appears in the |east favourable light if we
consider that it is the foreign conercial regul ations which all ow
such encroachnments on our private industry to take place, and that
only by the aid of the systemof protection are we enabled to
counteract those injurious operations of the foreign comercial
policy. If the English shut out our corn fromtheir markets, what

el se are they doing than conpelling our agriculturists to grow so
much | ess corn than they would have sent out to Engl and under
systens of free inportation? If they put such heavy duties on our
wool , our wines, or our tinber, that our export trade to Engl and
wholly or in great nmeasure ceases, what else is thereby effected
than that the power of the English nation restricts proportionately
our branches of production? In these cases a direction is evidently
given by foreign legislation to our capital and our persona
productive powers, which but for the regul ations nade by it they
woul d scarcely have followed. It follows fromthis, that were we to
di sown giving, by neans of our own | egislation, a direction to our
own national industry in accordance with our own nationa

interests, we could not prevent foreign nations fromregulating our
national industry after a fashion which corresponds with their own
real or presunmed advantage, and which in any case operates

di sadvant ageously to the devel opnent of our own productive powers.
But can it possibly be wiser on our part, and nore to the advantage
of those who nationally belong to us, for us to allow our private
industry to be regulated by a foreign national Legislature, in
accordance with foreign national interests, rather than regulate it
by nmeans of our own Legislature and in accordance with our own

i nterests? Does the Gernman or American agriculturist feel hinself

|l ess restricted if he has to study every year the English Acts of
Parliament, in order to ascertain whether that body deens it

advant ageous to encourage or to inpose restrictions on his
production of corn or wool, than if his own Legislature inposes
certain restrictions on himin respect of foreign manufactured
goods, but at the same tinme insures hima market for all his
products, of which he can never again be deprived by foreign

| egi sl ati on?

If the school nmmintains that protective duties secure to the
hone manufacturers a nonopoly to the di sadvantage of the hone
consuners, in so doing it nmakes use of a weak argunment. For as
every individual in the nation is free to share in the profits of
the home market which is thus secured to native industry, this is
in no respect a private nonopoly, but a privilege, secured to al
those who belong to our nation, as agai nst those who nationally
belong to foreign nations, and which is the nore righteous and j ust
i nasmuch as those who nationally belong to forei gn nations possess
t hensel ves the very same nonopoly, and those who belong to us are
merely thereby put on the sane footing with them It is neither a
privilege to the exclusive advantage of the producers, nor to the
excl usi ve di sadvantage of the consuners; for if the producers at
first obtain higher prices, they run great risks, and have to
contend agai nst those considerabl e | osses and sacrifices which are
al ways connected with all begi nnings in nmanufacturing industry. But
the consuners have anple security that these extraordinary profits
shal |l not reach unreasonable linmits, or becone perpetual, by neans
of the conpetition at home which follows later on, and which, as a
rule, always lowers prices further than the | evel at which they had
steadily ranged under the free conpetition of the foreigner. If the
agriculturists, who are the nost inportant consuners to the
manuf acturers, nust al so pay higher prices, this disadvantage wil|
be anply repaid to them by increased demands for agricultura
products, and by increased prices obtained for the latter.



It is a further sophism arrived at by confounding the theory
of mere values with that of the powers of production, when the
popul ar school infers fromthe doctrine, '"that the wealth of the
nation is nmerely the aggregate of the wealth of all individuals in
it, and that the private interest of every individual is better
able than all State regulations to incite to production and
accunul ation of wealth,' the conclusion that the national industry
woul d prosper best if only every individual were |eft undi sturbed
in the occupation of accunmul ating wealth. That doctrine can be
conceded without the conclusion resulting fromit at which the
school desires thus to arrive; for the point in question is not (as
we have shown in a previous chapter) that of immediately increasing
by comrercial restrictions the amount of the values of exchange in
the nation, but of increasing the anmount of its productive powers.
But that the aggregate of the productive powers of the nation is
not synonynous with the aggregate of the productive powers of al
i ndi vi dual s, each consi dered separately -- that the total anobunt of
these powers depends chiefly on social and Political conditions,
but especially on the degree in which the nation has rendered
ef fectual the division of |abour and the confederation of the
powers of production within itself -- we believe we have
sufficiently denonstrated in the precedi ng chapters.

This system everywhere takes into its consideration only
i ndividuals who are in free unrestrained intercourse anong
t hensel ves, and who are contented if we | eave everyone to pursue
his own private interests according to his own private natura
inclination. This is evidently not a system of national econony,
but a systemof the private econony of the human race, as that
woul d constitute itself were there no interference on the part of
any Governnent, were there no wars, no hostile foreign tariff
restrictions. Nowhere do the advocates of that systemcare to point
out by what neans those nations which are now prosperous have
rai sed thensel ves to that stage of power and prosperity which we
see them nai ntain, and fromwhat causes others have | ost that
degree of prosperity and power which they fornerly nmaintai ned. W
can only learn fromit howin private industry, natural ability,
| abour and capital, are conbined in order to bring into exchange
val uabl e products, and in what manner these latter are distributed
anong the human race and consuned by it. But what neans are to be
adopted in order to bring the natural powers belonging to any
i ndividual nation into activity and value, to raise a poor and weak
nation to prosperity and power, cannot be gathered fromit, because
the school totally ignoring politics, ignores the special
conditions of the nation, and concerns itself nmerely about the
prosperity of the whole human race. Werever international comrerce
is in question, the native individual is throughout sinply pitted
agai nst the foreign individual; exanples fromthe private dealings

of separate merchants are throughout the only ones adduced -- goods
are spoken of in general terns (w thout considering whether the
question is one of raw products or of nanufactured articles) -- in

order to prove that it is equally for the benefit of the nation
whet her its exports and inports consist of noney, of raw materials,
or of manufactured goods, and whet her or not they bal ance one
another. If we, for exanple, terrified at the comrercial crises
which prevail in the United States of North Anerica like native

epi dem cs, consult this theory as to the nmeans of averting or
dimnishing them it leaves us utterly without confort or
instruction; nay, it is indeed inpossible for us to investigate

t hese phenonena scientifically, because, under the penalty of being
taken for nuddl eheads and ignoranuses, we nust not even utter the



term ' bal ance of trade,' while this termis, notw thstanding, made
use of in all legislative assenblies, in all bureaux of

admi ni stration, on every exchange. For the sake of the welfare of
humanity, the belief is inculcated on us that exports al ways

bal ance t hensel ves spont aneously by inports; notw thstandi ng that
we read in public accounts how the Bank of England cones to the
assi stance of the nature of things; notw thstanding that corn | ans
exi st, which nmake it somewhat difficult for the agriculturist of
those countries which deal with England to pay with his own produce
for the manufactured goods which he consunes.

The school recognises no distinction between nations which have
attai ned a higher degree of econom cal devel opnment, and those which
occupy a | ower stage. Everywhere it seeks to exclude the action of
the power of the State; everywhere, according to it, will the
i ndi vi dual be so nuch better able to produce, the |l ess the power of
the State concerns itself for him In fact, according to this
doctrine savage nations ought to be the nobst productive and weal t hy
of the earth, for nowhere is the individual left nore to hinself
than in the savage state, nowhere is the action of the power of the
State | ess perceptible.

Statistics and history, however, teach, on the contrary, that
the necessity for the intervention of |egislative power and
adm nistration is everywhere nore apparent, the further the econony
of the nation is developed. As individual liberty is in general a
good thing so long only as it does not run counter to the interests
of society, so is it reasonable to hold that private industry can
only lay claimto unrestricted action so long as the latter
consists with the well-being of the nation. But whenever the
enterprise and activity of individuals does not suffice for this
purpose, or in any case where these night becone injurious to the
nation, there does private industry rightly require support from
the whol e power of the nation, there ought it for the sake of its
own interests to subnit to legal restrictions.

If the school represents the free conpetition of all producers
as the nmost effectual neans for promoting the prosperity of the
human race, it is quite right fromthe point of view which it
assunes. On the hypothesis of a universal union, every restriction
on the honest exchange of goods between various countries seens
unreasonabl e and injurious. But so long as other nations
Subordi nate the interests of the hunan race as a whole to their
national interests, it is folly to speak of free conpetition anong
the individuals of various nations. The argunments of the school in
favour of free conpetition are thus only applicable to the exchange
bet ween those who bel ong to one and the sanme nation. Every great
nation, therefore, nust endeavour to form an aggregate wthin
itself, which will enter into comercial intercourse with other
simlar aggregates so far only as that intercourse is Suitable to
the interests of its own special community. These interests of the
community are, however, infinitely different fromthe private
interests of all the separate individuals of the nation, if each
individual is to be regarded as existing for hinself alone and not
in the character of a menber of the national comunity, if we
regard (as Smth and Say do) individuals as nere producers and
consunmers, not citizens of states or menmbers of nations; for as
such, nere individuals do not concern thenselves for the prosperity
of future generations -- they deemit foolish (as M Cooper really
denmonstrates to us) to nmake certain and present sacrifices in order
to endeavour to obtain a benefit which is as yet uncertain and
lying in the vast field of the future (if even it possess any val ue
at all); they care but little for the continuance of the nation --
they woul d expose the ships of their nerchants to becone the prey



of every bold pirate -- they trouble thenselves but little about
the power, the honour, or the glory of the nation, at the nbst they
can persuade thensel ves to nake sonme material sacrifices for the
education of their children, and to give themthe opportunity of

| earning a trade, provided always that after the | apse of a few
years the learners are placed in a position to earn their own

br ead.

I ndeed, according to the prevailing theory, so anal ogous is
nati onal econony to private econony that J. B. Say, where
(exceptionally) he allows that internal industry nay be protected
by the State, makes it a condition of so doing, that every
probability nmust exist that after the |apse of a fewyears it wll
attain i ndependence, just as a shoenmker's apprentice is allowed
only a few years' time in order to perfect hinself so far in his
trade as to do without parental assistance.

NOTES
1. Wealth of Nations, Book IV. chap. ii.

2. Lectures on Political Econony, by Thomas Cooper, pp. 1, 15, 19,
117.

Chapter 15
Nationality and the Econony of the Nation

The system of the school suffers, as we have already shown in
the preceding chapters, fromthree main defects: firstly, from
boundl ess cosnopol itani sm which neither recognises the principle
of nationality, nor takes into consideration the satisfaction of
its interests; secondly, froma dead materialism which everywhere
regards chiefly the nere exchangeabl e val ue of things wthout
taking into consideration the nmental and political, the present and
the future interests, and the productive powers of the nation;
thirdly, froma disorganising particularismand individualism
whi ch, ignoring the nature and character of social |abour and the
operation of the union of powers in their higher consequences,
considers private industry only as it would develop itself under a
state of free interchange with society (i.e. with the whol e human
race) were that race not divided into separate national societies

Bet ween each individual and entire humanity, however, stands
THE NATION, with its special |language and literature, with its
peculiar origin and history, with its special manners and custons,
laws and institutions, with the clains of all these for existence,
i ndependence, perfection, and continuance for the future, and with
its separate territory; a society which, united by a thousand ties
of mind and of interests, conbines itself into one independent
whol e, which recognises the law of right for and within itself, and
inits united character is still opposed to other societies of a
simlar kind in their national liberty, and consequently can only
under the existing conditions of the world maintain self-existence
and i ndependence by its own power and resources. As the individua
chiefly obtains by neans of the nation and in the nation nental
cul ture, power of production, security, and prosperity, so is the
civilisation of the hunman race only concei vabl e and possi bl e by
means of the civilisation and devel opnent of the individua
nations.

Meanwhi | e, however, an infinite difference exists in the
condition and circunstances of the various nations: we observe
anong them giants and dwarfs, well-formed bodies and crippl es,



civilised, half-civilised, and barbarous nations; but in all of
them as in the individual hunman being, exists the inmpul se of

sel f-preservation, the striving for inprovenment which is inplanted
by nature. It is the task of politics to civilise the barbarous
nationalities, to make the small and weak ones great and strong,
but, above all, to secure to them exi stence and continuance. It is
the task of national econony to acconplish the econom ca

devel opnment of the nation, and to prepare it for adnmission into the
uni versal society of the future

A nation in its nornmal state possesses one common | anguage and
literature, a territory endowed with mani fold natural resources,
extensive, and with convenient frontiers and a numerous popul ati on
Agricul ture, manufactures, conmerce, and navigation nmust be all
developed in it proportionately. arts and sciences, educationa
establishments, and universal, cultivation nust stand in it on an
equal footing with material production. Its constitution, |aws, and
institutions nmust afford to those who belong to it a high degree of
security and liberty, and nust pronote religion, norality, and
prosperity; in a word, nust have the well-being of its citizens as
their object. It must possess sufficient power on | and and at sea
to defend its independence and to protect its foreign comerce. It
will possess the power of beneficially affecting the civilisation
of | ess advanced nations, and by neans of its own surplus
popul ation and of their nmental and material capital to found
col oni es and beget new nati ons.

A large popul ation, and an extensive territory endowed with
mani fol d nati onal resources, are essential requirenents of the
normal nationality; they are the fundamental conditions of nental
cultivation as well as of material devel opnent and political power.
A nation restricted in the nunber of its population and in
territory, especially if it has a separate | anguage, can only
possess a crippled literature, crippled institutions for pronoting
art and science. A small State can never bring to conplete
perfection within its territory the various branches of production
Init all protection becones nmere private nonopoly. Only through
alliances with nore powerful nations, by partly sacrificing the
advant ages of nationality, and by excessive energy, can it maintain
with difficulty its independence.

A nation which possesses no coasts, nercantile marine, or nava
power, or has not under its dom nion and control the mouths of its
rivers, is inits foreign conmerce dependent on other countries; it
can neither establish colonies of its own nor form new nations; all
surplus popul ati on, nmental and naterial neans, which flows from
such a nation to uncultivated countries, is lost to its own
literature, civilisation and industry, and goes to the benefit of
other nationalities.

A nation not bounded by seas and chains of nountains |ies open
to the attacks of foreign nations, and can only by great
sacrifices, and in any case only very inperfectly, establish and
mai ntain a separate tariff systemof its own.

Territorial deficiencies of the nation can be renedi ed either
by nmeans of hereditary succession, as in the case of England and
Scot | and; or by purchase, as in the case of Florida and Loui siana;
or by conquests, as in the case of Great Britain and Irel and.

In modern times a fourth nmeans has been adopted, which leads to
this object in a manner much nore in accordance with justice and
with the prosperity of nations than conquest, and which is not so
dependent on accidents as hereditary succession, nanely, the union
of the interests of various States by neans of free conventi ons.

By its Zollverein, the German nation first obtained one of the
nmost inportant attributes of its nationality. But this neasure



cannot be considered conplete so long as it does not extend over

t he whol e coast, fromthe mouth of the Rhine to the frontier of

Pol and, including Holland and Denmark. A natural consequence of
this union nust be the adm ssion of both these countries into the
German Bund, and consequently into the Gernman nationality, whereby
the latter will at once obtain what it is nowin need of, nanely,
fisheries and naval power, maritinme commerce and col oni es. Besi des,
bot h these nations belong, as respects their descent and whol e
character, to the German nationality. The burden of debt wi th which
they are oppressed is nerely a consequence of their unnatura
endeavours to maintain thensel ves as i ndependent nationalities, and
it isin the nature of things that this evil should rise to a point
when it will becone intolerable to those two nations thensel ves,
and when incorporation with a larger nationality nust seem
desirabl e and necessary to them

Bel gium can only renedy by neans of confederation with a
nei ghbouring | arger nation her needs which are inseparable from her
restricted territory and popul ation. The United States and Canada,
the nore their popul ation increases, and the nore the protective
systemof the United States is devel oped, so nuch the nore will
they feel thenselves drawn towards one another, and the less wll
it be possible for England to prevent a uni on between them

As respects their econony, nations have to pass through the
foll owi ng stages of devel opnent: original barbarism pastora
condition, agricultural condition, agricultural-nmanufacturing
condition, and agricul tural - manuf acturi ng-comercial condition

The industrial history of nations, and of none nore clearly
than that of England, proves that the transition fromthe savage
state to the pastoral one, fromthe pastoral to the agricultural,
and fromagriculture to the first begi nnings in nmanufacture and
navi gation, is effected nost speedily and advant ageously by neans
of free commerce with further advanced towns and countries, but
that a perfectly devel oped manufacturing industry, an inportant
mercantile marine, and foreign trade on a really |arge scale, can
only be attained by nmeans of the interposition of the power of the
State.

The | ess any nation's agriculture has been perfected, and the
nmore its foreign trade is in want of opportunities of exchanging
the excess of native agricultural products and raw materials for
forei gn manufactured goods, the deeper that the nation is stil
sunk in barbarismand fitted only for an absol ute nonarchical form
of governnent and legislation, the nore will free trade (i.e. the
exportation of agricultural products and the inportation of
manuf act ured goods) pronote its prosperity and civilisation

On the other hand, the nore that the agriculture of a nation,
its industries, and its social, political, and mnunicipa
conditions, are thoroughly devel oped, the | ess advantage will it be
able to derive for the inprovenent of its social conditions, from
the exchange of native agricultural products and raw materials for
forei gn manufactured goods, and the greater disadvantages will it
experience fromthe successful conpetition of a foreign
manuf act uri ng power superior to its own.

Solely in nations of the latter kind, nanely, those which
possess all the necessary nental and material conditions and neans
for establishing a nmanufacturing power of their own, and of thereby
attaining the highest degree of civilisation, and devel opnent of
mat eri al prosperity and political power, but which are retarded in
their progress by the conpetition of a foreign manufacturing power
which is already farther advanced than their owmn -- only in such
nations are comercial restrictions justifiable for the purpose of



establishing and protecting their own manufacturing power; and even
inthemit is justifiable only until that manufacturing power is
strong enough no | onger to have any reason to fear foreign
conpetition, and thenceforth only so far as may be necessary for
protecting the inland manufacturing power in its very roots.

The system of protection would not nerely be contrary to the
principles of cosnopolitical economy, but also to the rightly
under st ood advantage of the nation itself, were it to exclude
foreign competition at once and altogether, and thus isolate from
ot her nations the nation which is thus protected. If the
manuf act uri ng power to be protected be still in the first period of
its devel oprment, the protective duties nmust be very noderate, they
must only rise gradually with the increase of the nental and
material capital, of the technical abilities and spirit of
enterprise of the nation. Neither is it at all necessary that al
branches of industry should be protected in the sane degree. Only
the nost inportant branches require special protection, for the
wor ki ng of which much outlay of capital in building and managenent,
much machi nery, and therefore nuch technical know edge, skill, and
experience, and many worknen are required, and whose products
belong to the category of the first necessaries of |ife, and
consequently are of the greatest inportance as regards their tota
value as well as regards national independence (as, for exanple,
cotton, woollen and |inen nanufactories, &.). |If these main
branches are suitably protected and devel oped, all other |ess
i nportant branches of manufacture will rise up around them under a
| ess degree of protection. It will be to the advantage of nations
i n which wages are high, and whose population is not yet great in
proportion to the extent of their territory, e.g. in the United
States of North Anerica, to give less protection to manufactures in
whi ch machi nery does not play an inportant part, than to those in
whi ch nmachi nery does the greater part of the work, providing that
those nations which supply themwth simlar goods allowin return
free inportation to their agricultural products.

The popul ar school betrays an utter misconception of the nature
of national economical conditions if it believes that such nations
can promote and further their civilisation, their prosperity, and
especially their social progress, equally well by the exchange of
agricultural products for manufactured goods, as by establishing a
manuf act uri ng power of their own. A nere agricultural nation can
never develop to any considerable extent its honme and foreign
comerce, its inland neans of transport, and its foreign
navi gation, increase its population in due proportion to their
wel | bei ng, or nake notable progress in its noral, intellectual,
social, and political developrment: it will never acquire inportant
political power, or be placed in a position to influence the
cultivation and progress of |ess advanced nations and to form
colonies of its own. A mere agricultural State is an infinitely
| ess perfect institution than an agricultural nmanufacturing State.
The former is always nore or |ess econonically and politically
dependent on those foreign nations which take fromit agricultura
products in exchange for manufactured goods. It cannot determ ne
for itself how much it will produce; it nust wait and see how nuch
others will buy fromit. These latter, on the contrary (the
agricul tural -manufacturing States), produce for thensel ves | arge
quantities of raw materials and provisions, and supply nerely the
deficiency by inmportation fromthe purely agricultural nations. The
purely agricultural nations are thus in the first place dependent
for their power of effecting sales on the chances of a nore or |ess
plentiful harvest in the agricultural-manufacturing nations; in the
next place they have to conpete in these sales with other purely



agricultural nations, whereby their power of sale, initself very
uncertain, thus becones still nore uncertain. Lastly, they are
exposed to the danger of being totally ruined in their trading with
forei gn manufacturing nations by wars, or new foreign tariff
regul ati ons whereby they suffer the doubl e di sadvantage of finding
no buyers for their surplus agricultural products, and of failing
to obtain supplies of the manufactured goods which they require. An
agricultural nation is, as we have already stated, an individua
with one arm who nakes use of a foreign arm but who cannot nake
sure of the use of it in all cases; an agricultural-manufacturing
nation is an individual who has two arns of his own always at his
di sposal

It is a fundanental error of the school when it represents the
system of protection as a nere device of speculative politicians
which is contrary to nature. History is there to prove that
protective regulations originated either in the natural efforts of
nations to attain to prosperity, independence, and power, or in
consequence of wars and of the hostile comrercial |egislation of
predom nati ng manufacturing nations.

The idea of independence and power originates in the very idea
of '"the nation.' The school never takes this into consideration,
because it does not nake the econony of the separate nation, but
the econony of society generally, i.e. of the whole human race, the
object of its investigations. If we imgine, for instance, that all
nations were united by neans of a universal confederation, their
i ndi vi dual independence and power woul d cease to be an object of
regard. The security for the independence of every nation would in
such a case rest on the legal provisions of the universal society,
just as e.g. the security of the independence of the states of
Rhode |sland and Del aware lies in the union of all the free states
constituting the Anerican Union. Since the first foundation of that
Union it has never yet occurred to any of these smaller states to
care for the enlargenent of its own political power, or to consider
its independence | ess secured than is that of the |largest states of
t he Uni on

In proportion, however, as the principle of a universa
confederation of nations is reasonable, in just the sanme degree
woul d a given nation act contrary to reason if, in anticipation of
the great advantages to be expected fromsuch a union, and froma
state of universal and perpetual peace, it were to regulate the
principles of its national policy as though this universa
confederation of nations existed already. W ask, would not every
sane person consider a government to be insane which, in
consi deration of the benefits and the reasonabl eness of a state of
uni versal and perpetual peace, proposed to disband its armes,
destroy its fleet, and denolish its fortresses? But such a
governnment woul d be doing nothing different in principle from what
the popul ar school requires from governnents when, because of the
advant ages whi ch woul d be derivable fromgeneral free trade, it
urges that they shoul d abandon the advantages derivable from
protection.

War has a ruinous effect on the reciprocal conmmercial relations
bet ween nation and nation. The agriculturist living in one country
is by it forcibly separated fromthe manufacturer living in another
country. \Wile, however, the manufacturer (especially if he bel ongs
to a nation powerful at sea, and carrying on extensive comerce)
readily finds conpensation fromthe agriculturists of his own
country, or fromthose of other accessible agricultural countries,
the inhabitant of the purely agricultural country suffers doubly
through this interruption of intercourse.



The market for his agricultural products will fail him
entirely, and he will consequently | ose the means of paying for
t hose manuf actured goods whi ch have becone necessaries to hi mow ng
to previously existing trade; his power both of production and
consunption will be dim nished.

If, however, one agricultural nation whose production and
consunption are thus dimnished by war has al ready nade
consi derabl e advances in popul ation, civilisation, and agriculture,
manufactures and factories will spring up in it in consequence of
the interruption of international comerce by war. War acts on it
like a prohibitive tariff system It thereby becones acquai nt ed
with the great advantages of a manufacturing power of its own, it
becones convinced by practical experience that it has gai ned nore
than it has lost by the commercial interruptions which war has
occasi oned. The conviction gains ground in it, that it is called to
pass fromthe condition of a nmere agricultural State to the
condition of an agricultural -manufacturing State, and in
consequence of this transition, to attain to the highest degree of
prosperity, Cvilisation, and power. But if after such a nation has
al ready rmade consi derabl e progress in the manufacturing career
whi ch was opened to it by war, peace is again established, and
shoul d both nations then contenplate the resunption of their
previously existing commercial intercourse, they will both find
that during the war new interests have been formed, which would be
destroyed by re-establishing the former conmercial interchange. (1*%)
The former agricultural nation will feel, that in order to resume
the sale of its agricultural products to the foreigner, it would
have to sacrifice its own manufacturing industry which has in the
meanwhi | e been created; the nanufacturing nation will feel that a
portion of its hone agricultural production, which has been forned
during the war, would again be destroyed by free inportation. Both,
therefore, try to protect these interests by nmeans of inposing
duties on inports. This is the history of commercial politics
during the last fifty years

It is war that has called into existence the nore recent
systens of protection; and we do not hesitate to assert, that it
woul d have been to the interest of the manufacturing nations of the
second and third rank to retain a protective policy and further
develop it, even if England after the conclusion of peace had not
conmmitted the nonstrous m stake of inposing restrictions on the
i mportation of necessaries of |life and of raw naterials, and
consequently of allowi ng the notives which had led to the system of
protection in the time of the war, to continue during peace. As an
uncivilised nation, having a barbarous system of agriculture, can
make progress only by commerce with civilised nmanufacturing
nations, so after it has attained to a certain degree of culture,
in no other way can it reach the hi ghest grade of prosperity,
civilisation, and power, than by possessing a nmanufacturing
i ndustry of its own. A war which | eads to the change of the purely
agricultural State into an agricultural-nmanufacturing State is
therefore a blessing to a nation, just as the War of |ndependence
of the United States of North Anmerica, in spite of the enornous
sacrifices which it required, has becone a blessing to all future
generations. But a peace which throws back into a purely
agricultural condition a nation which is fitted to develop a
manuf act uri ng power of its own, becones a curse to it, and is
i nconparably nmore injurious to it than a war

It is fortunate for the manufacturing powers of the second and
third rank, that England after the restoration of the general peace
has herself inposed a limt to her nmain tendency (of monopoli sing
the manufacturing market of the whole earth), by inposing



restrictions on the inportation of foreign neans of subsistence and
raw materials. Certainly the English agriculturists, who had

enj oyed a nonopoly of supplying the English market with products
during the war, would of course have painfully felt the foreign
conpetition, but that only at first; at a later period (as we wll
show nore particularly el sewhere), these | osses woul d have been
made up to themtenfold by the fact that England had obtained a
nmonopol y of manufacturing for the whole world. But it would have
been still nore injudicious if the manufacturing nations of the
second and third rank, after their own manufacturing power had just
been called into existence, in consequence of wars |asting for
twenty-five years, and after (in consequence of twenty-five years
exclusion of their agricultural products fromthe English market)
that power has been strengthened so far that possibly it only
required another ten or fifteen years of strict protection in order
to sustain successfully free conpetition with English manufactures
-- if (we say) these nations, after having endured the sacrifices
of half a century, were to give up the i nmense advant ages of
possessi ng a manufacturing power of their own, and were to descend
once nore fromthe high state of culture, prosperity, and

i ndependence, which is peculiar to agricultural-manufacturing
countries, to the |l ow position of dependent agricultural nations,
nmerely because it now pleases the English nation to perceive its
error and the closely inpendi ng advances of the Continental nations
which enter into conpetition with it.

Supposing al so that the manufacturing interest of England
shoul d obtain sufficient influence to force the House of Lords,
which chiefly consists of large | anded proprietors, and the House
of Commons, conposed nostly of country squires, to nmake concessi ons
in respect of the inportation of agricultural products, who woul d
guarantee that after a | apse of a few years a new Tory mnistry
woul d not under different circunstances again pass a new Corn Law?
Who can guarantee that a new naval war or a new Continental system
may not separate the agriculturists of the Continent fromthe
manuf acturers of the island ki ngdom and conpel the Continental
nations to reconmence their nmanufacturing career, and to spend
their best energies in overcomng its primary difficulties, nerely
in order, at a later period to sacrifice everything again at the
concl usi on of peace.

In this manner the school woul d condemrn the Continental nations
for ever to be rolling the stone of Sisyphus, for ever to erect
manufactories in tine of war in order to allowthemto fall to ruin
in time of peace.

To results so absurd as these the school coul d never have
arrived had it not (in spite of the name which it gives to the
science which it professes) conpletely excluded politics fromthat
science, had it not conpletely ignored the very existence of
nationality, and left entirely out of consideration the effects of
war on the comercial intercourse between separate nations.

How utterly different is the relation of the agriculturist to
the manufacturer if both live in one and the sane country, and are
consequently really connected with one another by perpetual peace.
Under those circunstances, every extension or inprovenent of an
al ready existing manufactory increases the demand for agricultura
products. This demand is no uncertain one; it is not dependent on
foreign comercial regulations or foreign comercial fluctuations,
on foreign political commptions or wars, on foreign inventions and
i mprovenents, or on foreign harvests; the native agriculturist has
not to share it with other nations, it is certain to himevery
year. However the crops of other nations may turn out, whatever



m sunder st andi ngs may spring up in the political world, he can
depend on the sale of his own produce, and on obtaining the
manuf act ured goods whi ch he needs at suitable and regul ar prices.
On the other hand, every inprovenent of the native agriculture,
every new nmethod of culture, acts as a stinulant on the native
manuf act ure, because every augnentation of native agricultura
production nust result in a proportionate augnentation of native
manuf act uri ng production. Thus, by neans of this reciprocal action,
progress is insured for all tinme to both these main sources of the
nation's strength and support.

Political power not nerely secures to the nation the increase
of its prosperity by foreign cormerce and by col oni es abroad, it
al so secures to it the possession of internal prosperity, and
secures to it its own existence, which is far nore inportant to it
than nmere material wealth. England has obtained political power by
means of her navigation |aws; and by means of political power she
has been placed in a position to extend her nmanufacturing power
over other nations. Poland, however, was struck out of the list of
nati ons because she did not possess a vigorous middle class, which
could only have been called into existence by the establishnent of
an internal manufacturing power.

The school cannot deny that the internal market of a nation is
ten tinmes nore inportant to it than its external one, even where
the latter is in the nost flourishing condition; but it has onmitted
to draw fromthis the conclusion, which is very obvious, that it is
ten tines nore inportant to cultivate and secure the hone narket,
than to seek for wealth abroad, and that only in those nations
whi ch have devel oped their internal industry to a high degree can
forei gn comerce attain inportance

The school has forned its estinmate of the nature and character
of the market only froma cosnopolitical, but not froma politica
poi nt of view Mst of the maritinme countries of the European
continent are situated in the natural nmarket district of the
manuf acturers of London, Liverpool, or Manchester; only very few of
the inland manufacturers of other nations can, under free trade,
mai ntain in their own seaports the sanme prices as the English
manuf act urers. The possession of |arger capital, a |arger home
mar ket of their own, which enables themto manufacture on a | arger
scal e and consequently nore cheaply, greater progress in
manufacture itself, and finally cheaper sea transport, give at the
present tinme to the English nanufacturers advantages over the
manuf acturers of other countries, which can only be gradually
diverted to the native industry of the latter by means of |ong and
continuous protection of their home market, and through perfection
of their inland means of transport. The market of the inhabitants
of its coasts is, however, of great inportance to every nation
both with reference to the home market, and to foreign comerce;
and a nation the narket of whose coasts belongs nore to the
foreigner than to itself, is a divided nation not merely in
economi cal respects, but also in political ones. Indeed, there can
be no nore injurious position for a nation, whether inits
economi cal or political aspect, than if its seaports synpathise
more with the foreigner than with itself.

Sci ence nmust not deny the nature of special nationa
circunstances, nor ignore and nisrepresent it, in order to pronote
cosnmopolitical objects. Those objects can only be attai ned by
paying regard to nature, and by trying to |l ead the Separate nations
in accordance with it to a higher aim W may see what snal |
success has hitherto attended the doctrines of the school in
practice. This is not so nuch the fault of practical statesnen, by
whom t he character of the national circunmstances has been



conprehended tol erably correctly, as the fault of the theories

t hensel ves, the practice of which (inasnuch as they are opposed to
al | experience) nust necessarily err. Have those theories prevented
nations (like those of South Anerica) fromintroducing the
protectionist system which is contrary to the requirenents of
their national circunstances? O have they prevented t he extension
of protectionismto the production of provisions and raw materi al s,
whi ch, however, needs no protection, and in which the restriction
of commercial intercourse nust be di sadvantageous under al
circunstances to both nations -- to that which inposes, as well as
to that which suffers fromsuch restrictions? Has this theory
prevented the finer nmanufactured goods, which are essentially
articles of luxury, from being conprehended anbng objects requiring
protection, while it is nevertheless clear that these can be
exposed to conpetition without the | east danger to the prosperity
of the nation? No; the theory has till now not effected any
thorough reform and further will never effect any, so long as it
st ands opposed to the very nature of things. But it can and nust
effect great reforns as soon as it consents to base itself on that
nat ure.

It will first of all establish a benefit extending to al
nations, to the prosperity and progress of the whole human race, if
it shows that the prevention of free trade in natural products and
raw materials causes to the nation itself which prevents it the
great est di sadvantage, and that the system of protection can be
justified solely and only for the purpose of the industrial
devel opment of the nation. It nay then, by thus basing the system
of protection as regards nmanufactures on correct principles, induce
nati ons which at present adopt a rigidly prohibitive system as
e.g. the French, to give up the prohibitive system by degrees. The
manuf acturers will not oppose such a change as soon as they becone
convinced that the theorists, very far from planning the ruin of
exi sting manufactures, consider their preservation and their
further devel opment as the basis of every sensible comrerci al
policy.

If the theory will teach the Germans, that they can further
their manufacturing power advantageously only by protective duties
previously fixed, and on a gradually increasing scale at first, but
afterwards gradual ly dimnishing, and that under all circunstances
partial but carefully limted foreign conpetitionis really
beneficial to their own manufacturing progress, it will render far
better service in the end to the cause of free trade than if it
sinmply helps to strangle Gernman industry.

The theory nust not expect fromthe United States of North
America that they are to sacrifice to free conpetition fromthe
foreigner, those manufactures in which they are protected by cheap
raw materials and provisions, and by machine power. It wll,
however, meet no contradiction if it maintains that the United
States, as long as wages are di sproportionately higher there than
in the older civilised States, can best pronote the devel opnent of
their productive powers, their civilisation and political power, by
allowing the free inport as much as possible of those manufactured
articles in the cost of which wages are a principal elenent,
provided that other countries admt their agricultural products and
raw materi al s.

The theory of free trade will then find adm ssion into Spain,
Portugal , Naples, Turkey Egypt, and all barbarous and
hal f-civilised or hot countries. In such countries as these the
foolish idea will not be held any |onger, of wanting to establish
(in their present state of culture) a manufacturing power of their



own by nmeans of the system of protection

England will then give up the idea that she is designed to
nmonopol i se the nmanufacturing power of the whole world. She will no
| onger require that France, Germany, and North Anmerica should
sacrifice their own manufactures in consideration of the concession
by England of permitting the inport, duty free, of agricultura
products and raw materials. She will recognise the legitinmcy of
protective systens in those nations, although she will herself nore
and nore favour free trade; the theory having taught her that a
nati on which has already attai ned manufacturing supremacy, can only
protect its own manufacturers and nerchants agai nst retrogression
and i ndol ence, by the free inportation of nmeans of subsistence and
raw materials, and by the conpetition of foreign nmanufactured
goods.

England will then follow a practice totally opposed to her
present conmercial policy, instead of lecturing, as hitherto, other
nations to adopt free trade, whilst herself maintaining the
strictest prohibitory system she will herself permit conpetition
wi thout regard to the foreign systens of protection. She will defer
her hopes of the general adoption of free trade, until other
nations have no longer to fear that the ruin of their manufactories
woul d result fromfree conpetition

Meanwhi |l e, and until that period has arrived, England will be
abl e to conpensate herself for the | osses which she suffers from
forei gn systens of protection, in respect of her export trade in
manuf act ures of every-day use, by a greater export of goods of
finer quality, and by opening, establishing, and cultivating new
mar kets for her manufactures.

She will endeavour to bring about peace in Spain, in the East,
and in the states of Central and South Anerica, and will use her
i nfluence in all the barbarous and half-civilised countries of
Central and South Anmerica, of Asia and Africa, in order that
powerful and civilised governments may be fornmed in them that
security of persons and of property may be introduced into them
for the construction in them of roads and canals, the pronotion of
education and civilisation, nmorality and industry, and for rooting
out fanaticism superstition, and idleness. |f concurrently with
t hese endeavours she abolishes her restrictions on the inportation
of provisions and raw materials, she will increase her exports of
manuf act ures i mensely, and nuch nore successfully than by
continually speculating on the ruin of the Continenta
manuf act ori es.

I f, however, these operations of civilisation on the part of
Engl and are to be successful as respects barbarous and
hal f-civilised nations, she nust not act in an exclusive manner,
she nust not endeavour by special commercial privileges, such as,
for instance, she has managed to procure in Brazil, to nonopolise
these markets, and to shut out other nations fromthem Such a
policy as the latter will always excite the just jeal ousy of other
nations, and give thema notive for opposing the exertions of
England. It is evident that this selfish policy is the cause why
the influence of the civilised powers on the civilisation of such
countries as we have specified has been hitherto so uni nportant.
Engl and ought therefore to introduce into the |aw of nations the
maxim that in all such countries the comerce of all nanufacturing
nati ons shoul d have equal rights. England woul d thereby not nerely
secure the aid of all civilised powers in her own work of
civilisation, but also no disadvantage would result to her own
comerce if simlar experinents of civilisation were undertaken by
ot her manufacturing nations. On account of their superiority in all
branches of nmanufacture and comerce, the English would everywhere



al ways obtain the greatest share of the exports to such narkets.

The striving and ceasel ess intrigues of the English against the
manuf act ures of other nations mght still be justified, if a
wor | d- manuf act uri ng nonopoly were indi spensable for the prosperity
of England, if it could not be proved by evidence that the nations
whi ch aspire, after the exanple of England, to attain to a large
manuf acturi ng power can very well attain their object w thout the
hum |i ati on of England; that England need not beconme poorer than
she is because others becone richer; and that nature offers
sufficient neans for the creation in Germany, France, and North
America (wthout detriment to the prosperity of England), of a
manuf act uri ng power equal to that of the English

Wth regard to this, it nust further be remarked, that every
nati on which gains entire possession of its own hone market for
manuf actures, gains in the course of time, by its hone production
and consunption of manufactured goods, infinitely nore than the
nati on which has hitherto provided the fornmer wi th manufactured
goods | oses by bei ng excl uded; because a nation which manufactures
for itself, and which is perfectly developed in its econom ca
conditions, beconmes nore than proportionately richer and nore
popul ous, consequently is enabled to consunme infinitely nore
fabrics, than it could inport while depending on a foreign
manuf acturing nation for its supply.

As respects the exportation of manufactured goods, however, the
countries of the tenperate zone (being specially fitted By nature
for manufacturing) have a special field for their efforts in
suppl ying the consunption of the countries of the torrid zone,
which latter provide the former with col onial produce in exchange
for their manufactured goods. The consunption of manufactured goods
by the countries of the torrid zone, however, is partly determ ned
by their ability to produce a surplus of the articles peculiar to
their climate, and partly according to the proportion in which the
countries of the tenperate zone augnent their demand for the
products of the torrid zone.

If it can now be proved, that in the course of tine the
countries of the torrid zone can produce sugar, rice, cotton,
coffee, &. to an extent five or ten tines greater than hitherto,
and that the countries of the tenperate zone can consune five or
ten times nore of these articles than hitherto, it will be
simul taneously proved that the countries of the tenperate zone can
increase their exportation of manufactured goods to the countries
of the torrid zone by fromfive to ten times their present tota
quantity.

The capability of the Continental nations to increase their
consunption of colonial produce thus considerably, is indicated by
the increase of consunption in England for the last fifty years; in
reference to which it nust further be borne in nmind, that that
i ncrease woul d probably have becone very nuch greater still were it
not for the excessive taxes on consunption

O the possibility of augnenting the productions of the torrid
zone, Holland in Sumatra and Java, and England in the East Indies,
have given us during the last five years irrefragable proofs.

Engl and has quadrupl ed her inportation of sugar fromthe East
Indies from1835 to 1839; her inportation of coffee has increased
even in a still larger proportion, while the inportation of East
India cotton is also greatly increasing. In one word, the | atest
Engl i sh papers (February, 1840) announced with great rejoicing that
the capability of the East Indies for the production of these
articles is unlinmted, and that the tine is not far distant when
Engl and wi ||l nake hersel f independent of the inportation of these



articles from America and the West Indies. Holland on her part is
al ready enbarrassed for neans of sale of her col onial products, and
seeks actively for new markets. Let us further remenber that North
Ameri ca continues to augnent her cotton production -- that in Texas
a State has risen up which w thout doubt will becone possessed of
the whole of Mexico, and will make out of that fertile country a
territory such as the Southern States of the North American Union
now are. W nmay well imagine that order and law, industry and
intelligence, will extend thensel ves gradually over the South
American States from Panama to Cape Horn, then over the whole of
Africa and Asia, and augnent everywhere production and a surplus of
products; and we may then conprehend without difficulty that here
there is roomenough for nore than one nation for the sale of
manuf act ured goods.

By calculating the area of the |and which has up to this tine
been actually used for the production of colonial produce, and
conparing it with the entire area which is fitted By nature for
such production, we shall find that at present scarcely the
fiftieth part of the land fitted for this production is actually
used.

How, then, could England be able to nonopolise the
manuf acturing markets of all countries which yield colonial
produce, if she is able to supply her own entire requirenments of
such produce by neans of inportation fromthe East Indies al one?
How can Engl and i ndul ge the hope of selling manufactured goods to
countries whose colonial products she cannot take in exchange? O
how can a great denand for colonial produce spring up in the
continent of Europe, if the Continent is not enabled by its
manuf act uri ng production to pay for, and thus to consune, these
goods?

It is therefore evident, that keepi ng down the nanufacturing
i ndustry of the Continent, though it certainly hinders the progress
of the Continental nations, does not in the |least further the
prosperity of Engl and.

It is further clear, that, at present, as well as for sone |ong
time to come, the countries of the torrid zone will offer to al
nations which are fitted for manufacturing producti on abundant
materials for exchange.

Lastly, it is evident that a worl d-manufacturing nonopoly such
as is at present established by the free conpetition of English
manuf act ured goods on the European and Anmerican continents is not
in the | east nore conducive to the welfare of the human race than
the system of protection, which ainms at devel oping the
manuf act uri ng power of the whole tenperate zone, for the benefit of
the agriculture of the whole torrid zone.

The advance which Engl and has nade i n nanufactures, navigation,
and comrerce, need therefore not discourage any other nation which
is fitted for manufacturing production, by the possession of
suitable territory, of national power and intelligence, from
entering into the lists with England' s manufacturing supremacy. A
future is approachi ng for manufactures, conmmerce, and navigation
which will surpass the present as nuch as the present surpasses the
past. Let us only have the courage to believe in a great nationa
future, and in that belief to march onward. But above all things we
must have enough national spirit at once to plant and protect the
tree, which will yield its first richest fruits only to future
generations. W nust first gain possession of the home market of
our own nation, at |east as respects articles of general necessity,
and try to procure the products of tropical countries direct from
those countries which allow us to pay for themw th our own
manuf act ured goods. This is especially the task which the German



commercial union has to solve, if the Gernman nation is not to
remain far behind the French and North Anericans, nay, far behind
even the Russi ans.

NOTES

1. Vide Wealth of Nations, Book IV. chap. ii. (TR)
Chapter 16

Popul ar and State Financial Administration, Political and Nationa
Econony

That which has reference to the raising, the expending, and the
adm nistration of the material neans of governnent of a comunity
(the financial econony of the State), nust necessarily be
di stingui shed everywhere fromthose institutions, regulations,
| aws, and conditions on which the econony of the individua
subjects of a State is dependent, and by which it is regul ated;
i.e. fromthe econony of the people. The necessity for this
distinction is apparent in reference to all political communities,
whet her these conprise a whole nation or nerely fractions of a
nati on, and whether they are small or |arge.

In a confederated State, the financial econony of the State is
again divided into the financial econony of the separate states and
the financial econony of the entire union

The econony of the peopl e becones identical with nationa
econony where the State or the confederated State enbraces a whol e
nation fitted for independence by the nunber of its popul ation, the
extent of its territory, by its political institutions,
civilisation, wealth, and power, and thus fitted for stability and
political influence. The econony of the people and national econony
are, under these circunstances, one and the same. They constitute
with the financial econony of the State the political econony of
the nation.

But, on the other hand, in States whose popul ati on and
territory nmerely consist of the fraction of a nation or of a
national territory, which neither by conplete and direct union, nor
by neans of a federal union with other fractions, constitutes a
whol e, we can only take into consideration an 'econony of the
people' which is directly opposed to 'private econony' or to
"financial econony of the State.

I'n such an inmperfect political condition, the objects and
requirenents of a great nationality cannot be taken into
consideration; especially is it inpossible to regulate the econony
of the people with reference to the devel opnent of a nation
conplete in itself, and with a viewto its independence,
per manence, and power. Here politics nmust necessarily remain
excl uded from econony, here can one only take account of the
natural |aws of social econony, as these would devel op and shape
thenselves if no large united nationality or national econony
exi st ed anywhere.

It is fromthis standpoint that that science has been
cultivated in Gernany which was fornerly called 'State
adm nistration,' then 'national econony,' then 'political econony,"’
then 'popul ar adm nistration,' w thout anyone having clearly
apprehended t he fundanmental error of these systens.

The true conception and real character of national econony
coul d not be recogni sed because no economically united nation was
in existence, and because for the distinct and definite term



"nation' nmen had everywhere substituted the general and vague term
"society', an idea which is as applicable to entire hunanity, or to
a small country, or to a single town, as to the nation

Chapter 17

The Manufacturing Power and the Personal, Social, and Politica
Productive Powers of the Nation

In a country devoted to nmere raw agriculture, dullness of mnd,
awkwar dness of body, obstinate adherence to old notions, custons,
met hods, and processes, want of culture, of prosperity, and of
liberty prevail. The spirit of striving for a steady increase in
mental and bodily acquirenents, of enulation, and of liberty,
characterise, on the contrary, a State devoted to manufactures and
comrer ce

The cause of this difference lies partly in the different kind
of social habits and of education which respectively characterise
these two cl asses of people, partly in the different character of
their occupation and in the things which are requisite for it. The
agricultural population lives dispersed over the whole surface of
the country; and also, in respect to nental and materia
intercourse, agriculturists are widely separated from one anot her
One agriculturist does al nobst precisely what the other does; the
one produces, as a rule, what the other produces. The surplus
produce and the requirenents of all are alnost alike; everybody is
hi nsel f the best consuner of his own products; here, therefore,
little inducenent exists for nmental intercourse or materi al
exchange. The agriculturist has to deal less with his fell ow nen
than with inanimate nature. Accustonmed to reap only after a |long
| apse of tinme where he has sown, and to | eave the success of his
exertions to the will of a higher power, contentnent with little,
patience, resignation, but also negligence and nental | aziness,
become to hima second nature. As his occupation keeps hi mapart
fromintercourse with his fellownen, so also does the conduct of
his ordinary business require but little nental exertion and bodily
skill on his part. He learns it by inmitation in the narrow circle
of the family in which he was born, and the idea that it m ght be
conducted differently and better seldomoccurs to him Fromthe
cradle to the grave he noves always in the same limited circle of
men and of circunstances. Exanpl es of special prosperity in
consequence of extraordinary nental and bodily exertions are sel dom
brought before his eyes. The possession of neans or a state of
poverty are transmtted by inheritance in the occupation of nere
agriculture fromgeneration to generation, and al nost all that
power which originates in enmulation |ies dead.

The nature of nmanufactures is fundanentally different fromthat
of agriculture. Drawn towards one another by their business,
manufacturers live only in society, and consequently only in
commercial intercourse and by neans of that intercourse. The
manuf acturer procures fromthe nmarket all that he requires of the
necessaries of life and raw nmaterials, and only the small est part
of his own products is destined for his own consunption. If the
agriculturist expects a blessing on his exertions chiefly from
nature, the prosperity and exi stence of the manufacturer nmainly
depend on his conmercial intercourse. VWile the agriculturist does
not know the purchasers of his produce, or at any rate need have
little anxiety as to disposing of it, the very existence of the
manuf act urer depends on his custoners. The prices of raw material s,
of the necessaries of |ife and wages, of goods and of noney, vary
incessantly; the manufacturer is never certain how his profits wll



turn out. The favour of nature and nmere ordinary industry do not
guarantee to him exi stence and prosperity as they do to the
agriculturist; both these depend entirely upon his own intelligence
and activity. He nust strive to gain nore than enough in order to
be certain of having enough of what is absolutely necessary; he
must endeavour to becone rich in order not to be reduced to
poverty. |If he goes on sonewhat faster than others, he thrives; if
he goes slower, he is certain of ruin. He nust always buy and sell
exchange and rmake bargai ns. Everywhere he has to deal with nen,

wi th changi ng circunstances, with | aws and regul ati ons; he has a
hundred tines nore opportunity for devel oping his nmind than the
agriculturist. In order to qualify hinself for conducting his

busi ness, he nust becone acquainted with foreign nmen and foreign
countries; in order to establish that business, he nust make
unusual efforts, Wile the agriculturist sinply has to do with his
own nei ghbour hood, the trade of the manufacturer extends itself
over all countries and parts of the world. The desire to gain the
respect of his fellowcitizens or to retain it, and the continua
conpetition of his rivals, which perpetually threaten his existence
and prosperity, are to hima sharp stinulus to uninterrupted
activity, to ceasel ess progress. Thousands of exanples prove to
him that by extraordinary performances and exertions it is
possible for a man to raise hinself fromthe | owest degree of

wel | -being and position to the highest social rank, but that, on
the other hand, by nmental inactivity and negligence, he can sink
fromthe nost respectable to the neanest position. These

ci rcunmstances produce in the manufacturer an energy which is not
observable in the nmere agriculturist.

If we regard nanufacturing occupations as a whole, it nust be
evident at the first glance that they develop and bring into action
an inconparably greater variety and higher type of nental qualities
and abilities than agriculture does. Adam Snith certainly expressed
one of those paradoxical opinions which (according to Dugald
Stewart, his biographer) he was very fond of, when he naintained

that agriculture requires nore skill than nmanufactures and
commerce. Wthout entering into the investigation whether the
construction of a clock requires nore skill than the managenent of

a farm we have nerely to observe that all agricultural occupations
are of the same kind, while in manufactures a thousand fold variety
exists. It nust also not be forgotten, that for the purpose of the
present conparison, agriculture nust be regarded as it exists in
the primtive state, and not as it has been inproved by the

i nfluence of manufactures. |f the condition of English
agriculturists appeared to Adam Smith nuch nobl er than the

condi tion of English manufacturers, he had forgotten that the
condition of the former has been thus ennobl ed through the

i nfluence of manufactures and conmerce.

It is evident that by agriculture nerely personal qualities of
the sane kind are put into requisition, and nerely those which
conbi ne bodily power and perseverance in executing raw and nanual
| abour with the sinple idea of order; while manufactures require a
thousand fold variety of nental ability skill, and experience. The
demand for such a variety of talents nmakes it easy for every
i ndividual in a manufacturing State to find an occupation and
vocation corresponding with his individual abilities and taste,
while in an agricultural State but little choice exists. In the
fornmer nmental gifts are infinitely nore prized than in the latter
where as a rule the usefulness of a man is determ ned according to
his bodily strength. The | abour of the weak and the cripple in the
former is not unfrequently valued at a nuch higher rate than that
of the strongest nan is in the latter. Every power, even the



smal | est, that of children and wonmen, of cripples and old nen,
finds in manufactures enploynment and renuneration

Manuf actures are at once the offspring, and at the sane tine
the supporters and the nurses, of science and the arts. W may
observe how little the condition of raw agriculture puts sciences
and arts into requisition, how little of either is necessary to
prepare the rude inplenents which it enploys. It is true that
agriculture at first had, by yielding rents of land, nade it
possi ble for men to devote thensel ves to science and art; but
wi t hout manufactures they have al ways remained private treasures,
and have only extended their beneficial effects in a very slight
degree to the masses. In the manufacturing State the industry of
the masses is enlightened by science, and the sciences and arts are
supported by the industry of the nmasses. There scarcely exists a
manuf act uri ng busi ness which has not relations to physics,
mechani cs, chemistry, mathematics, or to the art of design, &. No
progress, no new discoveries and inventions, can be nmade in these
sci ences by which a hundred industries and processes could not be
improved or altered. In the nmanufacturing State, therefore,
sciences and arts nust necessarily becone popul ar. The necessity
for education and instruction, through witings and |l ectures by a
nunber of persons who have to bring into practice the results of
scientific investigations, induces nen of special talents to devote
thensel ves to instruction and aut horship. The conpetition of such
talents, owing to the large demand for their efforts, creates both
a division and co-operation of scientific activity, which has a
nost beneficial influence not nerely on the further progress of
science itself, but also on the further perfection of the arts and
of industries. The effects of these inprovenents are soon
afterwards extended even to agriculture. Nowhere can nore perfect
agricultural nmachines and inplenents be found, nowhere is
agriculture carried on with so nuch intelligence, as in countries
where industry flourishes. Under the influence of manufactures,
agriculture itself is raised to a skilled industry, an art, a
sci ence.

The sciences and industry in conbination have produced that
great material power which in the new state of society has replaced
with tenfold benefits the slave | abour of ancient tines, and which
is destined to exercise on the condition of the masses, on the
civilisation of barbarous countries, on the peopling of uninhabited
| ands, and on the power of the nations of primtive culture, such
an i nmeasur abl e i nfl uence-nanely, the power of nmachinery.

A manufacturing nation has a hundred tines nore opportunities
of applying the power of machinery than an agricultural nation. A
cripple can acconplish by directing a steamengi ne a hundred tines
nore than the strongest man can with his nere hand.

The power of machinery, conbined with the perfection of
transport facilities in nodern tines, affords to the nmanufacturing
State an i nmense superiority over the nere agricultural State. It
is evident that canals, railways, and steam navigation are called
into existence only by neans of the nanufacturing power, and can
only by nmeans of it be extended over the whol e surface of the
country. In the nmere agricultural State, where everybody produces
for hinself the greater part of what he requires, and consunes
hinsel f the greater part of what he produces, where the individuals
anong thensel ves can only carry on a small anount of goods and
passenger traffic, it is inpossible that a sufficiently |arge
traffic in either goods or passengers can take place to defray the
costs of the erection and nmi ntenance of the machi nery of
transport.



New i nventions and inprovenments in the mere agricultural State
are of but little value. Those who occupy thensel ves with such
things in such a State fall thenselves, as a rule, a sacrifice to
their investigations and endeavours, while in the manufacturing
State there is no path which | eads nore rapidly to wealth and
position than that of invention and discovery. Thus, in the
manufacturing State genius is valued and rewarded nore highly than
skill, and skill nore highly than nere physical force. In the
agricultural State, however, excepting in the public service, the
reverse is alnost the rule.

As, however, manufactures operate beneficially on the
devel opment of the nental powers of the nation, so also do they act
on the devel opnent of the physical power of |abour, by affording to
the | abourers nmeans of enjoynent, inducenents to exert their
powers, and opportunities for making use of them It is an
undi sput ed observation, that in flourishing manufacturing States
t he wor kman, irrespective of the aid which he obtains frombetter
machi nery and tools, acconplishes a far larger day's work than in
mere agricultural countries.

Mor eover, the circunmstance that in manufacturing States the
value of tinme is recognised nmuch nore than in agricultural States,
af fords proof of the higher standing in the fornmer of the power of
| abour. The degree of civilisation of a nation and the value of its
| abour power cannot be estimated nore accurately than according to
the degree of the value which it attributes to tine. The savage
lies for days idle in his hut. How can the shepherd learn to
estimate the value of time, to whomtine is sinply a burden which
hi s pastoral pipe or sleep alone makes tolerable to hin? How can a
sl ave, a serf, a peasant, subject to tributes of forced | abour,
learn to value tine, he to whom |l abour is penalty, and idl eness
gain? Nations only arrive at the recognition of the value of time
through industry. At present time gained brings gain of profit;
|l oss of time, loss of profit. The zeal of the nmanufacturer to
utilise his time in the highest possible degree inparts itself to
the agriculturist. Through the increased demand for agricultura
products caused by manufactures, the rent and therefore the val ue
of land is raised, larger capital is enployed in cultivating it,
profits are increased, a |arger produce nust be obtained fromthe
soil in order to be able to provide for the increased rent and
interest of capital, and for the increased consunption. One is in
a position to offer higher wages, but one also requires nore work
to be done. The workman begins to feel that he possesses in his
bodily powers, and in the skill with which he uses them the neans
of inproving his condition. He begins to conprehend why the
Engl i shman says, 'Tine is npney.

OnM ng to the isolation in which the agriculturist lives, and to
his limted education, he is but little capabl e of addi ng anything
to general civilisation or learning to estimate the val ue of
political institutions, and much less still to take an active part
in the adm nistration of public affairs and of justice, or to
defend his liberty and rights. Hence he is nostly in a state of
dependence on the | anded proprietor. Everywhere nerely agricultura
nations have lived in slavery, or oppressed by despotism
feudalism or priestcraft. The nmere excl usive possession of the
soil gave the despot, the oligarchy, or the priestly caste a power
over the nass of the agricultural population, of which the latter
could not rid thenselves of their own accord.

Under the powerful influence of habit, everywhere anong nerely
agricultural nations has the yoke which brute force or superstition
and priestcraft inposed upon themso grown into their very flesh,
that they conme to regard it as a necessary constituent of their own



body, as a condition of their very existence.

On the other hand, the separation and variety of the operations
of business, and the confederation of the productive powers, press
with irresistible force the various manufacturers towards one
anot her. Friction produces sparks of the mnd, as well as those of
natural fire. Mental friction, however, only exists where people
live together closely, where frequent contact in commercial,
scientific, social, civil, and political matters exists, where
there is large interchange both of goods and ideas. The nore nen
live together in one and the sanme place, the nore every One of
these nen depends in his business on the co-operation of al
others, the nore the business of every one of these individuals
requi res know edge, circunspection, education, and the | ess that
obstinacy, |aw essness, oppression and arrogant opposition to
justice interfere with the exertions of all these individuals and
with the objects at which they aim so nuch the nore perfect wll
the civil institutions be found, so rmuch larger will be the degree
of liberty enjoyed, so nmuch nore opportunity will be given for
sel f-inprovenent and for co-operation in the inprovenent of others.
Therefore liberty and civilisation have everywhere and at all tines
emanated fromtowns; in ancient tinmes in Geece and Italy; in the
M ddle Ages in Italy, Germany, belgium and Holland; later on in
Engl and, and still nore recently in North Anerica and France.

But there are two kinds of towns, one of which we may termthe
productive, the other the consum ng kind. There are towns which
work up raw materials, and pay the country districts for these, as
wel | as for the neans of subsistence which they require, by neans
of manufactured goods. These are the manufacturing towns, the
productive ones. The nore that these prosper, the nore the
agriculture of the country prospers, and the nore powers that
agriculture unfolds, so nuch the greater do those manufacturing
towns becone. But there are al so towns where those |ive who sinply
consune the rents of the land. In all countries which are civilised
to sone extent, a large portion of the national incone is consuned
as rent in the tows. It would be false, however, were we to
mai ntain as a general principle that this consunption is injurious
to production, or does not tend to pronpote it. For the possibility
of securing to oneself an independent |ife by the acquisition of
rents, is a powerful stinmulus to econony and to the utilisation of
savings in agriculture and in agricultural inprovenents. Moreover
the man who lives on rents, stinmulated by the inclination to
di stinguish hinself before his fellowcitizens, supported by his
education and his i ndependent position, will pronote civilisation
the efficiency of public institutions, of State adm nistration,
science and art. But the degree in which rent influences in this
manner the industry, prosperity, and civilisation of the nation
wi Il always depend on the degree of liberty which that nation has
al ready obtained. That inclination to beconme useful to the
commonweal th by voluntary activity, and to distinguish oneself
before one's fellowcitizens, will only develop itself in countries
where this activity leads to public recognition, to public esteem
and to offices of honour, but not in countries where every attenpt
to gain public esteemand every nanifestation of independence is
regarded by the ruling power with a jeal ous eye. In such countries
the man of independent income will give hinself up to debauchery
and idl eness, and because in this manner he brings useful industry
into contenpt, and injures the norality as well as the industrious
i mpul se of the nation, he will radically inperil the nation's
productive power. Even if under such conditions the manufactures of
towns are to sonme extent pronoted by the consunption of the



rentier, such manufactures are nevertheless to be regarded as
barren and unsound fruits, and especially they will aid very little
in pronoting the civilisation, prosperity, and liberty of the
nation. |Inasmuch as a sound nanufacturing industry especially tends
to produce liberty and civilisation, it nay al so be said that
through it rent itself is redeemed fromformng a fund for

i dl eness, debauchery, and immorality, and is converted into a fund
for pronoting nmental culture, and consequently that through it the
merely consum ng towns are changed into productive towns. Another

el ement by which the consuming towns are supported is, the
consunption of the public servants and of the State adninistration
These al so may occasi on sone apparent prosperity in a town; but
whet her such consunption especially pronotes or is injurious to the
productive power, prosperity and institutions of the nation,
depends al together on the question how far the functions of the
consuners tend to pronote or to injure those powers.

Fromthis the reason is evident why in nere agricultural States
| arge towns can exist, which, although they contain a | arge nunber
of wealthy inhabitants and nmanifold trades, exercise only a very
i nconsi derabl e influence on the civilisation, liberty, and
productive power of the nation. The persons engaged in those trades
necessarily participate in the views of their custoners; they are
to be regarded in a great neasure as nere donestic servants of the
rentiers and public enployees. In contrast to great luxury in those
towns, poverty, msery, narrow m ndedness, and a sl avish
di sposition are found anong the inhabitants of the surrounding
country districts. A prosperous effect of manufactures on the
civilisation, the inprovement of public institutions, and the
liberty of the nation, is only perceptible if in a country a
manuf acturi ng power is established which, quite independently of
the rentiers and public servants, works for the |arge mass of the
agricultural population or for export trade, and consunes the
products of that population in large quantities for working up in
manuf acture and for subsistence. The nore such a sound and heal t hy
manuf acturi ng power increases in strength, the nore will it drawto
its side the manufacturing power which originated in the
consunpti on above naned, and also the rentiers and public servants,
and the nore also will the public institutions be regulated with a
view to the interest of the conmpnwealt h.

Let us consider the condition of a large town in which the
manuf acturers are nunerous, independent, |overs of liberty,
educat ed, and weal thy where the nmerchants participate in their
interests and position, where the rentiers feel thenselves
conpelled to gain the respect of the public, where the public
servants are subject to the control of public opinion, where the
men of science and art work for the public at large, and draw from
it their nmeans of subsistence; let us consider the nass of nental
and material nmeans which are conbi ned together in such a narrow
space, and further how closely this nmass of power is united through
the law of the division of the operations of business and the
confederation of powers; we may note again how qui ckly every
i nprovenent, every progress in public institutions, and in socia
and economical conditions, on the one hand, and how, on the other
hand, every retrogression, every injury of the public interests,
must be felt by this mass; then, again, how easily this nass,
living in one and the sane place, can cone to an agreenent as to
their common objects and regul ati ons, and what enornous neans it
can concentrate on the spot for these purposes; and finally, in
what a close union a comunity so powerful, enlightened, and
liberty-loving, stands in relation to other sinmlar conmunities in
the same nation -- if we duly consider all these things, we shal



easily be convinced that the influence on the maintenance and
i mprovenent of the public welfare exercised by an agricultura
popul ation living dispersed over the whole surface of the country
(however large its aggregate nunber nay be) will be but slight in
conparison with that of towns, whose whol e power (as we have shown)
depends upon the prosperity of their manufactures and of those
trades which are allied to and dependent on them

The predomi nating influence of the towns on the political and
muni ci pal conditions of the nation, far from bei ng di sadvant ageous
to the rural population, is of inestinmable advantage to it. The
advant ages which the towns enjoy make themfeel it a duty to raise
the agriculturists to the enjoynment of simlar liberty,
cultivation, and prosperity; for the larger the sumof these
mental ; and social advantages is anong the rural popul ation, the
larger will be the anpbunt of the provisions and raw materials which
they send into the towns, the greater also will be the quantity of
t he manuf act ured goods whi ch they purchase fromthe towns, and
consequently the prosperity of the towns. The country derives
energy, civilisation, liberty, and good institutions fromthe
towns, but the towns insure to thensel ves the possession of liberty
and good institutions by raising the country people to be partakers
of these acquisitions. Agriculture, which hitherto nmerely supported
| andowners and their servants, now furnishes the comonweal th with
the nost independent and sturdy defenders of its liberty. In the
culture of the soil, also, every class is now able to inprove its
position. The | abourer can raise hinself to becone a farner, the
farmer to beconme a | anded proprietor. The capital and the neans of
transport which industry creates and establishes now give
prosperity to agriculture everywhere. Serfdom feudal burdens, |aws
and regul ations which injure industry and liberty disappear. The
| anded proprietor will now derive a hundred tines nore incone from
his forest possessions than fromhis hunting. Those who fornerly
fromthe m serabl e produce of serf |abour scarcely obtained the
means of leading a rude country life, whose sol e pleasure consisted
in the keeping of horses and dogs and chasi ng ganme, who therefore
resented every infringenment of these pleasures as a crine against
their dignity as lords of the soil, are now enabl ed by the
augnentation of their rents (the produce of free | abour) to spend
a portion of the year in the towns. There, through the drama and
nmusi ¢, through art and reading, their manners are softened; they
|l earn by intercourse with artists and |earned nen to esteem m nd
and talents. Fromnere N nrods they becone cultivated nen. The
aspect of an industrious community, in which everybody is striving
to inprove his condition, awakens in themalso the spirit of
i mprovenent. They pursue instruction and new i deas instead of stags
and hares. Returning to the country, they offer to the mddle and
smal | farner exanples worthy of imtation, and they gain his
respect instead of his curse

The nore industry and agriculture flourish, the |l ess can the
human mind be held in chains, and the nore are we conpelled to give
way to the spirit of toleration, and to put real norality and
religious influence in the place of conpul sion of conscience.
Everywhere has industry given birth to tol erance; everywhere has it
converted the priests into teachers of the people and into | earned
men. Everywhere have the cultivation of national |anguage and
literature, have the civilising arts, and the perfection of
muni ci pal institutions kept equal pace with the devel opnent of
manufactures and comrerce. It is from manufactures that the
nation's capability originates of carrying on foreign trade with
|l ess civilised nations, of increasing its nercantile marine, of



establ i shing a naval power, and by founding colonies, of utilising
its surplus population for the further augnmentation of the nationa
prosperity and the national power.

Conparative statistics show that by the conplete and relatively
equal cultivation of manufactures and agriculture in a nation
endowed with a sufficiently large and fertile territory, a
popul ation twice or three tines as |arge can be maintai ned, and
mai nt ai ned, noreover, in a far higher degree of well-being than in
a country devoted exclusively to agriculture. Fromthis it follows
that all the nental powers of a nation, its State revenues, its
material and nental means of defence, and its security for nationa
i ndependence, are increased in equal proportion by establishing in
it a manufacturing power.

At a tinme where technical and mechani cal science exercise such
i mrense influence on the nethods of warfare, where all warlike
operations depend so much on the condition of the national revenue,
where successful defence greatly depends on the questions, whether
the mass of the nation is rich or poor, intelligent or stupid,
energetic or sunk in apathy; whether its synpathies are given
exclusively to the fatherland or partly to foreign countri es;
whether it can nuster many or but few defenders of the country --
at such a tinme, nore than ever before, must the val ue of
manuf actures be estimated froma political point of view

Chapter 18

The Manufacturing Power and the Natural Productive Powers of the
Nat i on.

The nore that man and the community perfect thenselves, the
nmore are they enabled to nake use of the natural powers which are
within their reach for the acconplishnent of their objects, and the
nmore does the sphere of what is within their reach extend itself.

The hunter does not enpl oy the thousandth part, the shepherd
not the hundredth part, of those natural advantages which surround
him The sea, foreign climates and countries, yield himeither
none, or at |east only an inconsiderabl e amount of enjoynent,
assi stance, or stinulants to exertion.

In the case of a people in a primtive agricultural condition,
a large portion of the existing natural resources |ies yet
unutilised, and man still continues linmted to his nearest
surroundi ngs. The greater part of the water power and w nd power
whi ch exists, or can be obtained, is unenployed; the various
m neral products which the manufacturers so well understand how to
utilise profitably, lie dead; various sorts of fuel are wasted or
regarded (as, for instance, peat turf) as a mere hindrance to
cultivation; stone, sand, and line are used but little as building
materials; the rivers, instead of being nmeans of freight and
transport for man, or of fertilising the neighbouring fields, are
all owed to devastate the country by floods; warnmer clinmates and the
sea yield to the agricultural country but few of their products.

In fact, in the agricultural State, that power of nature on
whi ch production especially depends, the natural fertility of the
soil, can only be utilised to a snaller extent so long as
agriculture is not supported by manufacturing industry.

Every district in the agricultural State nust itself produce as
much of the things necessary to it as it requires to use, for it
can neither effect considerable sales of that which it has in
excess to other districts, nor procure that which it requires from
other districts. Adistrict may be ever so fertile and adapted for
the culture of plants yielding oil, dyeing materials, and fodder,



yet it nmust plant forests for fuel, because to procure fuel from
di stant nmountain districts, over wetched country roads, would be
too expensive. Land which if utilised for the cultivation of the
vine and for garden produce could be nade to yield three to four
times nore returns nust be used for cultivating corn and fodder. He
who could nost profitably devote hinself solely to the breeding of
cattle must also fatten them on the other hand, he who coul d nost
profitably devote hinself nmerely to fattening stock, nust also
carry on cattle breeding. How advantageous it would be to make use
of mneral manures (gypsum line, marl), or to burn peat, coal, &c.
i nstead of wood, and to bring the forest |ands under cultivation;
but in such a State there exists no means of transport by neans of
whi ch these articles can be conveyed with advantage for nore than
very short distances. What rich returns woul d the neadows in the
valleys yield, if irrigation works on a |large scale were
established -- the rivers now nerely serve to wash down and carry
away the fertile soil

Thr ough the establishment of manufacturing power in an
agricultural State, roads are nade, railways constructed, canals
excavated, rivers rendered navigable, and |lines of steaners
established. By these not nerely is the surplus produce of the
agricultural land converted into machinery for yielding income, not
merely are the powers of |abour of those who are enployed by it
brought into activity, not only is the agricultural popul ation
enabled to obtain fromthe natural resources which it possesses an
infinitely greater return than before, but all ninerals, al
metal s, which heretofore were lying idle in the earth are now
rendered useful and valuable. Articles which could fornerly only
bear a freight of a few niles, such as salt, coals, stone, narble,
slate, gypsum linme, timber, bark, &c., can now be distributed over
the surface of an entire kingdom Hence such articles, formerly
qui te val uel ess, can now assune a degree of inportance in the
statistical returns of the national produce, which far surpasses
the total of the entire agricultural production in previous tines.
Not a cubic foot of water-fall will then exist which is not nade to
perform sone service; even in the nost distant districts of a
manuf acturi ng country, tinber and fuel will now become val uabl e, of
whi ch previously no one knew how to make any use.

Through the introduction of manufactures, a denmand for a
quantity of articles of food and raw materials is created, to the
production of which certain districts can be far nore profitably
devoted than to the growmh of corn (the usual staple article of
rude agricultural countries). The demand whi ch now springs up for
m |k, butter, and neat adds a higher value to the existing pasture
| and, and | eads to the breaking up of fallows and the erection of
works of irrigation. The demand for fruit and garden produce
converts the former bare agricultural land into vegetabl e gardens
and orchards.

The | oss which the nere agricultural State sustains by not
maki ng use of these natural powers, is so nmuch the greater the nore
it is fitted by nature for carrying on manufactures, and the nore
its territory is adapted for the production of raw materials and
nat ural powers which manufacturers specially require; that |oss
will therefore be the greatest in nmountainous and hilly countries
| ess suitable for agriculture on the whole, but which offer to
manuf actures plenty of water power, of minerals, tinber, and stone,
and to the farner the opportunity of cultivating the products which
are specially required by the nmanufacturer

Countries with a tenperate climte are (al nost w thout
exception) adapted for factories and manufacturing industry. The
nmoderate tenperature of the air pronotes the devel opment and



exertion of power far nore than a hot tenperature. But the severe
season of the year, which appears to the superficial observer as an
unfavourabl e effect of nature, is the nost powerful pronoter of
habits of energetic activity, of forethought, order, and econony.

A man who has the prospect before himof six nonths in which he is
not nerely unable to obtain any fruits fromthe earth, but also
requires special provisions and clothing materials for the
sustenance of hinmself and his cattle, and for protection against
the effects of cold, nust necessarily becone far nore industrious
and economi cal than the one who nerely requires protection fromthe
rain, and into whose nouth the fruits are ready to drop during the
whol e year. Diligence, econony, order, and forethought are at first
produced by necessity afterwards by habit, and by the steady
cultivation of those virtues. Mrality goes hand in hand with the
exertion of one's powers and econony, and inmmorality with idleness
and extravagance: each are reciprocally fertile sources, the one of
power, the other of weakness.

An agricultural nation, which inhabits a country of tenperate
climte, |eaves therefore the richest part of its natural resources
unutili sed.

The school, inasmuch as, in judging the influences of climte
on the production of wealth, it has not distinguished between
agriculture and manufacturing industry, has fallen into the gravest
errors in respect to the advantages and di sadvant ages of protective
regul ati ons, which we cannot here omt thoroughly to expose,
al though we have already nade nention of themin general terns
el sewhere

In order to prove that it is foolish to seek to produce
everything in one and the same country, the school asks the
question: whether it would be reasonable if we sought to produce
Wi ne by growing grapes in Scottish and English greenhouses? It is
of course possible to produce wine in this nmanner, only It would be
of much worse quality and nore expensive than that which Engl and
and Scotland could procure in exchange for their manufactured
goods. To anyone who either is unwilling or unable to penetrate
nore deeply into the nature of things, this argunent is a striking
one, and the school is indebted to it for a large portion of its
popul arity; at any rate anong the French vine growers and silk
manuf acturers, and anong the North Anerican cotton planters and
cotton merchants. Regarded in the |light of day, however, it is
fundanentally fal se, since restrictions on conmercial intercourse
operate quite differently on the productive power of agriculture
than they do on the productive power of manufacturing industry.

Let us first see how they operate on agriculture.

If France rejects fromher frontiers German fat cattle, or
corn, what will she effect thereby? In the first place, Gernmany
wi Il thereby be unable to buy French wines. France will therefore
have to use those portions of her soil which are fitted for the
cultivation of the vine less profitably in proportion as this
destruction of conmmercial interchange | essens her exportation of
wi nes. So many fewer persons will be exclusively occupied with the
cultivation of the vine, and therefore so nuch | ess native
agricultural products will be required, which these persons woul d
have consunmed, who woul d have ot herwi se devoted thensel ves
exclusively to vine culture. This will be the case in the
production of oil as well as in that of wine. France will therefore
al ways | ose in her agricultural power on other points nuch nore
than she gains on one single point, because by her exclusion of the
German cattle she protects a trade in the rearing and fatteni ng of
cattle which had not been spontaneously devel oped, and for which,



therefore, probably the agriculture of those districts where this
branch of industry has had to be artificially devel oped is not
adapted. Thus will it be if we consider France merely as an
agricultural State opposed to Gernmany as a nerely agricultura
State, and if we also assunme that Germany will not retaliate on
that policy by a sinmilar one. This policy, however, appears stil
more injurious if we assune that Gernmany, as she will be conpelled
to out of regard to her own interests, adopts simlarly restrictive
measures, and if we consider that France is not merely an
agricultural, but also a manufacturing State. Germany will, nanely,
not nerely inpose higher duties on French wines, but on all those
French products which Germany either produces herself, or can nore
or less do without, or procure el sewhere; she will further restrict
the inportation of those nanufactured goods which she cannot at
present produce with special benefit, but which she can procure
from other places than from France. The di sadvantage whi ch France
has brought upon herself by those restrictions, thus appears tw ce
or three tines greater than the advantage. It is evident that in
France only so nmany persons can be enployed in the cultivation of
the vine, in the cultivation of olives, and in manufacturing
i ndustry, as the neans of subsistence, and raw material s which
France either produces herself or procures fromabroad, are able to
support and enpl oy. But we have seen that the restriction of
i mportation has not increased the agricultural production, but has
merely transferred it fromone district to another. If free course
had been permitted to the interchange of products, the inportation
of products and raw materials, and consequently the sale of w ne,
oil, and nmanufactured goods, would have continually increased, and
consequently the nunber of persons enployed in the cultivation of
the vine and olives, and in nmanufactures; while with the increasing
traffic, on the one hand, the means of subsistence and raw
materials, and, on the other hand, the demand for her manufactured
products, woul d have augnented. The augmentation of this popul ation
woul d have produced a | arger demand for those provisions and raw
mat eri al s which cannot easily be inported from abroad, and for
whi ch the native agriculture possesses a natural nonopoly; the
native agriculture therefore woul d thus have obtained a far greater
profit. The demand for those agricultural products for which the
character of the French soil is specially adapted, would be ruch
nmore consi derabl e under this free interchange than that produced
artificially by restriction. One agriculturist would not have | ost
what anot her gai ned; the whole agriculture of the country woul d
have gai ned, but still nore the manufacturing industry. Through
restriction, the agricultural power of the country therefore is not
i ncreased, but linited; and besides this, that nanufacturing power
i s anni hilated which woul d have grown up fromthe augnentation of
the internal agriculture, as well as fromthe foreign inportation
of provisions and raw materials. Al that has been attai ned through
the restriction is an increase of prices in favour of the
agriculturists of one district at the expense of the agriculturists
of another district, but above all, at the expense of the total
productive force of the country.

The di sadvant ages of such restrictions on the interchange of
products are still nore clearly brought to light in the case of
Engl and than in that of France. Through the corn | aws, on doubt, a
quantity of unfertile land is brought under cultivation; but it is
a question whether these | ands woul d not have been brought under
cultivation without them The nore wool, tinber, cattle, and corn
that Engl and woul d have i nported, the nore manufactured goods woul d
she have sold, the greater nunber of worknmen woul d have been
enabled to live in England, the higher would the prosperity of the



wor ki ng cl asses have risen. England woul d probably have doubl ed the
nunber of her workmen. Every single workman woul d have lived
better, would have been better able to cultivate a garden for his
pl easure and for the production of useful vegetables, and woul d
have supported hinself and his famly nmuch better. It is evident
that such a | arge augnentation of the working popul ation, as well
as of its prosperity and of the amount of what it consunmed, would
have produced an enornous demand for those products for which the
i sl and possesses a natural nonopoly, and it is nore than probable
that thereby double and three tines as nuch | and coul d have been
brought into cultivation than by unnatural restrictions. The proof
of this may be seen in the vicinity of every |arge town. However
| arge the mass of products may be which is brought into this town
fromdistant districts for mles around it, one cannot discover a
single tract of land uncultivated, however nuch that |and may have
been negl ected by nature. If you forbid the inportation into such
a town of corn fromdistant districts, you thereby nmerely effect a
dimnution of its population, of its manufacturing industry, and
its prosperity, and conpel the farmer who lives near the town to
devote hinself to less profitable culture

It will be perceived that thus far we are quite in accord with
the prevailing theory. Wth regard to the interchange of raw
products, the school is perfectly correct in supposing that the
nost extensive liberty of conmerce is, under all circunstances,
nost advant ageous to the individual as well as to the entire State.
One can, indeed, augnent this production by restrictions; but the
advant age obtained thereby is nerely apparent. W only thereby
divert, as the school says, capital and | abour into another and
| ess useful channel. But the manufacturing productive power, on the
contrary, is governed by other |laws, which have, unfortunately,
entirely escaped the observation of the school

If restriction on the inportation of raw products hinder (as we
have seen) the utilisation of the natural resources and powers of
a State, restrictions on the inportation of manufactured goods, on
the contrary, call into life and activity (in the case of a
popul ous country already far advanced in agriculture and
civilisation) a mass of natural powers; indeed, w thout doubt, the
greater half of all natural powers, which in the nerely
agricultural State lie idle and dead for ever. If, on the one hand,
restrictions on the inportation of raw products are a hindrance to
the devel opnent not only of the nanufacturing, but also of the
agricul tural productive, powers of a State, on the other hand, an
i nternal manufacturing productive power produced by restrictions on
the inportation of foreign manufactures, stinmulates the whole
agricultural productive powers of a State to a degree which the
nmost flourishing foreign trade is never able to do. If the
i mportation of raw products nakes the foreign country dependent on
us and takes fromit the neans of manufacturing for itself, so in
|i ke manner, by the inportation of foreign manufactures, are we
rendered dependent on the foreign country, and the neans are taken
fromus of manufacturing for ourselves. If the inportation of
products and raw materials withdraws fromthe foreign country the
material for the enploynent and support of its popul ation and
diverts it to our nation, so does the inportation of manufactured
fabrics take fromus the opportunity of increasing our own
popul ation and of providing it with enploynent. If the inportation
of natural products and raw materials increases the influence of
our nation on the affairs of the world and gives us the neans of
carrying on comrerce with all other nations and countries, so by
the inportation of nanufactured fabrics are we chained to the nost



advanced manufacturing nation, which can rule over us alnpst as it

pl eases, as Engl and rul es over Portugal. In short, history and
statistics alike prove the correctness of the dictum expressed by
the ministers of George |I: that nations are richer and nore

powerful the nmore they export manufactured goods, and inport the
means of subsistence and raw materials. |In fact, it nay be proved
that entire nations have been ruined nerely because they have
exported only neans of subsistence and raw nmaterials, and have

i mported only manufactured goods. Montesquieu, (1*) who under st ood
better than anyone either before or after himhow to |l earn from

Hi story the | essons which she inparts to the |egislator and
politician, has well perceived this, although it was inpossible for
himin his tines, when political econony was as yet but little
studied, clearly to unfold the causes of it. In contradiction to
the groundl ess system of the physiocratic school, he maintained
that Pol and woul d be nore prosperous if she gave up altogether
foreign commerce, i.e. if she established a manufacturing power of
her own, and worked up and consumed her own raw materials and neans
of subsistence. Only by the devel opnent of an interna
manuf act uri ng power, by free, popul ous, and industrious cities,
coul d Pol and obtain a strong internal organisation, nationa
industry, liberty, and wealth; only thus could she naintain her

i ndependence and political superiority over less cultivated

nei ghbours. Instead of foreign nmanufactured goods she should have
i ntroduced (as England did at one time, when she was on the sane
footing as regards culture with Pol and) foreign manufacturers and
forei gn manufacturing capital. Her aristocracy, however, preferred
to export the paltry fruits of serf labour to foreign nmarkets, and
to obtain in return the cheap and fine goods nade by foreign
countries. Their successors now nay answer the question: whether it
is advisable for a nation to buy the fabrics of a foreign country
so long as its own native manufactures are not yet sufficiently
strengthened to be able to conpete in prices and quality with the
forei gner. The aristocracy of other countries may bear her fate in
m nd whenever they are instigated by feudal inclinations; they may
then cast a glance at the English aristocracy in order to inform
thenselves as to what is the value to the great |anded proprietors
of a strengthened manufacturing power, of free municipa
institutions, and of wealthy towns.

Wthout here entering on an inquiry whether it would have been
possi ble for the elective kings of Poland, under the circunstances
under which they were placed, to introduce such a commercial system
as the hereditary kings of England have gradually devel oped and
established, let us imagine that it had been done by them can we
not perceive what rich fruits such a system woul d have yielded to
the Polish nation? By the aid of large and industrious towns, the
crown woul d have been rendered hereditary, the nobility woul d have
been obliged to make it convenient to take part in legislation in
a House of Peers, and to emancipate their serfs; agriculture would
have devel oped itself, as it has developed itself in England; the
Pol i sh nobility would now be rich and respected; the Polish nation
woul d, even if not so respected and influential in the affairs of
the world as the English nation is, would have | ong ago becone so
civilised and powerful as to extend its influence over the |ess
cultivated East. Wthout a nanufacturing power she has becone
rui ned and partitioned, and were she not so already she nust have
becone so. O its own accord and spontaneously no manufacturing
power was developed in her; it could not be so, because its efforts
woul d have been always frustrated by further advanced nati ons.
Wthout a system of protection, and under a systemof free trade
with further advanced nations, even if Poland had retained her



i ndependence up to the present tine, she could never have carried
on anything nore than a crippled agriculture; she could never have
becone rich, powerful, and outwardly influential

By the circunstance that so many natural resources and natura
powers are converted by the nanufacturing power into productive
capital is the fact chiefly to be accounted for, that protective
regul ati ons act so powerfully on the augnmentation of nationa
weal th. This prosperity is not a fal se appearance, like the effects
of restrictions on the trade in nere natural products, it is a
reality. They are natural powers which are otherw se quite dead --
natural resources which are otherw se quite val uel ess, which an
agricultural nation calls to life and renders val uabl e by
establishing a manufacturing power of its own.

It is an old observation, that the human race, |ike the various
breeds of animals, is inproved nentally and bodily by crossings;
that man, if a few famlies always internmarry anongst one another,
just as the plant if the seed is always sown in the sanme soil,
gradual | y degenerates. W seemobliged to attribute to this |Iaw of
nature the circunstance that anong many wild or half-wild tribes in
Africa and Asia, whose nunbers are limted, the men choose their
wives fromforeign tribes. The fact which experience shows, that
the oligarchies of small nunicipal republics, who continually
intermarry anong thensel ves, gradually die out or visibly
degenerate, appears sinmlarly attributable to such a natural |aw
It is undeniable that the m xing of two quite different races
results, alnost wthout exception, in a powerful and fine future
progeny; and this observation extends to the mixing of the white
race with the black in the third and the fourth generation. This
observation seens to confirmnmore than any other thing the fact,
that those nations which have emanated froma crossing of race
frequently repeated and conprising the whol e nation, have surpassed
all other nations in power and energy of the m nd and character, in
intelligence, bodily strength, and personal beauty. (2*)

We think we may conclude fromthis that nen need not
necessarily be such dull, clunmsy, and unintellectual beings as we
perceive themto be when occupied in crippled agriculture in snall
villages, where a few families have for thousands of years
intermarried only with one another; where for centuries it has
occurred to no one to nake use of an inplenment of a new form or to
adopt a new nethod of culture, to alter the style of a single
article of clothing, or to adopt a new i dea; where the greatest art
consisted, not in exerting one's bodily and nmental powers in order
to obtain as nuch enjoynent as possible, but to dispense with as
much of it as possible.

This condition of things is entirely changed (and for the best
pur poses of the inprovenent of race of a whole nation) by
establishing a manufacturing power. Wiile a |large portion of the
i ncrease of the agricultural popul ation goes over into the
manuf acturing comunity, while the agricultural popul ation of
various districts beconmes m xed by nmarriages between one anot her
and with the manufacturing popul ation, the nental, noral, and
physi cal stagnation of the population is broken up. The intercourse
whi ch manuf actures and the conmerce between various nations and
districts which is based upon them bring about, brings new bl ood
into the whole nation as well as into separate conmunities and
famlies.

The devel opnent of the manufacturing power has no | ess
i nportant an influence on the inprovenent of the breeds of cattle.
Everywhere, where wool | en manuf actures have been established, the
race of sheep has quickly been inproved. OnMng to a greater denmand



for good nmeat, which a nunerous nmanufacturing popul ati on creates,
the agriculturist will endeavour to introduce better breeds of
cattle. The greater denmand for 'horses of luxury' is followed by
the i nprovenent of the breeds of horses. W shall then no | onger
see those wetched primtive breeds of cattle, horses, and sheep,
whi ch having resulted fromthe crippled state of agriculture and
everywhere from negl ect of crossing of breeds, exhibit a side
spectacle worthy of their clunsy owners.

How rmuch do the productive powers of the nations already owe to
the inportation of foreign breeds of aninals and to the inprovenent
of the native breeds; and how nuch has yet to be done in this
respect! Al the silkworns of Europe are derived froma few eggs,
whi ch (under Constantine) were brought to Constantinople in hollow
sticks, by Geek nonks from China, where their exportation was
strictly prohibited. France is indebted to the inportation of the
Thi bet goat for a beautiful product of her industry. It is very
much to be regretted, that hitherto the breeding and i nprovi ng of
ani mals has been chiefly carried on in order to satisfy the
requirenents of luxury, and not in order to pronote the wel fare of
the | arge masses. The descriptions of travellers show that in sone
countries of Asia a race of cattle has been seen whi ch conbi nes
consi der abl e draught power with great sw ftness of pace, so that
they can be used with al nbst the same advantage as horses for
riding and driving. Wat imense advant ages woul d such a breed of
cattle confer on the snaller agriculturists of Europe! What an
i ncrease in neans of subsistence, productive power, and
conveni ence, would the working classes thereby obtain! But even far
nore than by inproved breeds, and inportation fromone country into
anot her of various aninmals, has the productive power of the human
race been increased by the inprovenent and inportation of trees and
plants. This is at once evident, if we conpare the original plants
as they have sprung fromthe bosomof nature, with their inproved
species. How little do the prinmtive plants of the various species
of corn and of fruit trees, of edible vegetables and of the olive,
resenble in formand utility their inproved offspring! Wat nasses
of means of nourishnent, of enjoynment, and confort, and what
opportunities for the useful application of human powers, have been
derived fromthem The potato, the beet-root, the cultivation of
root crops for cattle, together with the inproved systens of
manuri ng and i nproved agricultural machi nes, have increased
ten-fold the returns of agriculture, as it is at present carried on
by the Asiatic tribes.

Sci ence has already done much with regard to the di scovery of
new plants and the inprovenent of them but governnents have not
yet devoted to this inportant object so much attention as they
ought to have done, in the interests of econony. Quite recently,
species of grass are said to have been discovered in the savannas
of North Anerica, which fromthe poorest soil yield a higher
produce than any fodder plants, which are as yet known to us, do
fromthe richest soil. It is very probable that in the wild regions
of Anerica, Asia, Africa, and Australia, a quantity of plants stil
veget ate usel essly, the transplantation and i nprovenent of which
m ght infinitely augnent the prosperity of the inhabitants of
tenperate cli mates.

It is clear that nost of the inprovenents and transportations
of animals and vegetabl es, nost of the new di scoveries which are
made with respect to them as well as all other progress,

i nventions, and discoveries, are chiefly calculated to benefit the
countries of the tenperate zone, and of those nobst of all, the
manuf acturi ng countries.



NOTES
1. Esprit des Lois, Livre xx. chap. xxiii.

2. According to Chardin, the Guebres, an unnmixed tribe of the old
Persians, are an ugly, deforned, and clunsy race, like all nations
of Mongol descent, while the Persian nobility, which for centuries
has intermarried with Georgi an and Crcassian wonen, is

di stinguished for beauty and strength. Dr Pritchard remarks that
the unni xed Celts of the Scottish highlands are far behind the
Scottish Lowl anders (descendants of Saxons and Celts) in height,
bodily power, and fine figure. Pallas nakes sinilar observations
respecting the descendants of the Russians and Tartars in
conparison with the unm xed tribes to which they are related. Azara
affirms that the descendants of the Spaniards and the natives of
Paraguay are a nuch nore handsone and powerful race of nen than
their ancestors on both sides. The advantages of the crossing of
race are not only apparent in the mixing of different nations, but
also in the nmixing of different famly stocks in one and the same
nation. Thus the Creol e negroes far surpass those negroes who have
sprung from unm xed tribes, and who have cone direct fromAfrica to
Anerica, in mental gifts as well as in bodily power. The

Cari bbeans, the only Indian race which chooses regularly its wonen
From nei ghbouring tribes, are in every respect superior to al

other American tribes. If this is a law of nature, the rise and
progress which the cities of the Mddl e Ages displayed shortly
after their foundation, as well as the energy and fine bodily
appearance of the Anerican people, are hence partly expl ai ned.

Chapter 19

The Manufacturing Power and the Instrunental Powers (Material
Capital) O the Nation

The nation derives its productive power fromthe nmental and
physi cal powers of the individuals; fromtheir social, municipal,
and political conditions and institutions; fromthe natura
resources placed at its disposal, or fromthe instruments it
possesses as the material products of forner nental and bodily
exertions (material, agricultural, manufacturing, and comrerci al
capital). In the last two chapters we have dealt with the influence
of manufactures on the three first-named sources of the nationa
productive powers; the present and the foll owi ng chapter are
devoted to the denonstration of its influence on the one | ast
naned.

That whi ch we understand by the term'instrumental powers' is
called 'capital' by the school. It matters but little by what word
an object is signified, but it matters very nmuch (especially with
regard to scientific investigations) that the word sel ected shoul d
al ways i ndicate one and the sane object, and never nore or |less. As
often, therefore, as different branches of a matter are di scussed,
the necessity for a distinction arises. The school now under st ands
by the term'capital' not merely the material, but also all nental
and social means of and aids to production. It clearly ought,
therefore, to specify wherever it speaks of capital, whether the
material capital, the nmaterial instruments of production, or the
mental capital, the noral and physical powers which are inherent in
i ndi vi dual s, or which individuals derive from social, nunicipal,
and political conditions, are neant. The omission of this
distinction, where it ought to be drawn, must necessarily lead to
fal se reasoning, or else serve to conceal false reasoning.



Meanwhil e, however, as it is not so nuch our business to found a
new norencl ature as to expose the errors comitted under the cover
of an inexact and i nadequate nonenclature, we will adopt the term
"capital,' but distinguish between nental and material capital,
between material, agricultural, manufacturing, and comerci al
capital, between private and national capital

Adam Smith (by nmeans of the commpn expression, capital) urges
the follow ng argunent against the protective comrercial policy
which is adopted to the present day by all his followers: "A
country can indeed by neans of such (protective) regul ations
produce a special description of nanufactures sooner than without
them and this special kind of manufactures will be able to yield
after sonme tinme as cheap or still cheaper productions than the
foreign country. But although in this manner we can succeed in
directing national industry sooner into those channels into which
it would later have flowed of its own accord, it does not in the
| east follow that the total anmount of industry or of the incones of
the conmmunity can be increased by neans of such neasures. The
i ndustry of the community can only be augnented in proportion as
its capital increases, and the capital of the comunity can only
increase in accordance with the savings which it gradually nakes
fromits incone. Now, the imedi ate effect of these neasures is to
decrease the incone of the comunity. But it is certain that that
whi ch decreases that incone cannot increase the capital nore
qui ckly than it would have been increased by itself, if it, as well
as industry, had been left free.' (1%)

As a proof of this argunment, the founder of the school adduces
the well -known exanple, refuted by us in the previous chapter, how
foolish it would be to plant the vine in Scotl and.

In the sane chapter he states, the annual incone of the
community is nothing else but the value in exchange of those
obj ects which the national industry produces annually.

In the above-naned argunent |lies the chief proof of the schoo
agai nst the protective commercial policy. It admits that by
measures of protection manufactories can be established and enabl ed
to produce nanufactured goods as cheap or even cheaper than they
can be obtained fromabroad; but it maintains that the inmediate
effect of these neasures is to decrease the incone of the comunity
(the value in exchange of those things which the national industry
produces annually). It thereby weakens its power of acquiring
capital, for capital is forned by the savings which the nation
makes out of its annual incone; the total of the capital, however,
determnes the total of the national industry, and the latter can
only increase in proportion to the former. It therefore weakens its
i ndustry by neans of those nmeasures -- by producing an industry
which, in the nature of things, if they had been left to their own
free course would have originated of its own accord

It is firstly to be remarked in opposition to this reasoning,
that Adam Snmith has nerely taken the word capital in that sense in
which it is necessarily taken by rentiers or nerchants in their
book- keepi ng and their bal ance-sheets, nanely, as the grand tota
of their values of exchange in contradistinction to the incone
accruing therefrom

He has forgotten that he hinself includes (in his definition of
capital) the nmental and bodily abilities of the producers under
this term

He wrongly maintains that the revenues of the nation are
dependent only on the sumof its material capital. H's own work, on
the contrary contains a thousand proofs that these revenues are
chiefly conditional on the sumof its nmental and bodily powers, and



on the degree to which they are perfected, in social and politica
respects (especially by neans of nore perfect division of |abour
and confederation of the national productive powers), and that

al t hough neasures of protection require sacrifices of materia
goods for a tine, these sacrifices are nmade good a hundred-fold in
powers, in the ability to acquire val ues of exchange, and are
consequently nerely reproductive outlay by the nation

He has forgotten that the ability of the whole nation to
increase the sumof its material capital consists nmainly in the
possibility of converting unused natural powers into materia
capital, into valuable and income-producing instrunments, and that
in the case of the nerely agricultural nation a mass of natura
powers lies idle or dead which can bequickened into activity only
by manuf actures. He has not considered the influence of
manufactures on the internal and external commerce, on the
civilisation and power of the nation, and on the mai ntenance of its
i ndependence, as well as on the capability arising fromthese of
gaining material wealth.

He has e.g. not taken into consideration what a nass of capita
the English have obtained by neans of colonisation (Martin
estimates the amount of this at nore than two and a half mlliards
of pounds sterling).

He, who neverthel ess el sewhere proves so clearly that the
capital enployed in intermedi ate conmerce is not to be regarded as
bel onging to any given nation, so long as it is not equally
enbodied in that nation's [ and, has here not duly considered that
the nationalisation of such capital is nost effectually realised by
favouring the nation's inland manufactures.

He has not taken into account, that by the policy of favouring
native manufacture a mass of foreign capital, nental as well as
material, is attracted into the country.

He fal sely maintains that these nmanufactures have originated in
the natural course of things and of their own accord;
notw thstanding that in every nation the political power interferes
to give to this so-called natural course an artificial direction
for the nation's own special advantage.

He has illustrated his argunent, founded on an anbi guous
expressi on and consequently fundanentally wong, by a fundamentally
wrong exanple, in seeking to prove that because it woul d be foolish
to produce wine in Scotland by artificial nethods, therefore it
woul d be foolish to establish manufactures by artificial methods.

He reduces the process of the formation of capital in the
nation to the operation of a private rentier, whose income is
determned by the value of his material capital, and who can only
i ncrease his incone by savings which he again turns into capital

He does not consider that this theory of savings, which in the
merchant's office is quite correct, if followed by a whole nation
must | ead to poverty, barbarism powerl essness, and decay of
nati onal progress. \Were everyone saves and econoni ses as much as
he possibly can, no notive can exist for production. Were everyone
merely takes thought for the accunul ation of val ues of exchange,
the nmental power required for production vani shes. A nation
consi sting of such insane misers would give up the defence of the
nation fromfear of the expenses of war, and would only learn the
truth after all its property had been sacrificed to foreign
extortion, that the wealth of nations is to be attained in a nmanner
different to that of the private rentier

The private rentier hinself, as the father of a fam |y, nust
follow a totally different theory to the shopkeeper theory of the
mat eri al val ues of exchange which is here set up. He nust at |east
expend on the education of his heirs as nuch val ue of exchange as



will enable themto adm nister the property which is sone day to
fall to their lot.

The building up of the material national capital takes place in
qui te anot her manner than by nere saving as in the case of the
rentier, nanely, in the same manner as the building up of the
productive powers, chiefly by neans of the reciprocal action
bet ween the nental and material national capital, and between the
agricultural, manufacturing, and comrercial capital

The augnmentation of the national material capital is dependent
on the augnentation of the national nental capital, and vice versa.

The formation of the material agricultural capital is dependent
on the formation of the material manufacturing capital, and vice
ver séa.

The material comrercial capital acts everywhere as an
i ntermedi ary, hel pi ng and conpensati ng between bot h.

In the uncivilised state, in the state of the hunter and the
fisher, the powers of nature yield alnbst everything, capital is
al rost nil. Foreign conmerce increases the latter, but also in so
doing (through fire-arns, powder, lead) totally destroys the
productiveness of the forner. The theory of savings cannot profit
the hunter; he nmust be ruined or becone a shepherd.

In the pastoral state the naterial capital increases quickly,
but only so far as the powers of nature afford spontaneously
nouri shnent to the cattle. The increase of popul ati on, however,
follows closely upon the increase of flocks and herds and of the
means of subsistence. On the one hand, the flocks and herds as well
as pastures becone divided into smaller shares; on the other hand,
foreign comerce offers inducenments to consunption. It would be in
vain to preach to the pastoral nation the theory of savings; it
must sink into poverty or pass over into the agricultural State.

To the agricultural nation is open an i mense, but at the sane
time limted, field for enriching itself by utilising the dornmant
powers of nature.

The agriculturist for hinself alone can save provisions,
improve his fields, increase his cattle; but the increase of the
means of subsistence always follows the increase of popul ation. The
material capital (nanely, cultivated |land and cattle), in
proportion as the former becones nore fertile and the latter
i ncrease, becones divided anong a | arger nunber of persons.

I nasmuch, however, as the surface of the | and cannot be increased
by industry, and the |Iand cannot be utilised up to the neasure of
its natural capacity, for want of means of transport, which (as we
showed in the preceding chapter) nust remain inperfect in such a
state of things owing to lack of intercourse; and as noreover the
merely agricultural nation is nostly in want of those instrunents,
intelligence, notives to exertion, and al so of that energy and
soci al devel opnent which are inparted to the nation through
manuf act ures and the conmerce which originates fromthem the nere
agricul tural popul ati on soon reaches a point in which the increase
of material agricultural capital can no |onger keep pace with the
i ncrease of popul ation, and where consequently individual poverty
increases nore and nore, notwithstanding that the total capital of
the nation is continually increasing.

In such a condition the nobst inportant product of the nation
consi sts of men, who, as they cannot find sufficient support in
their own country, emigrate to other countries. It can be but
little consolation to such a country, that the school regards nman
as an accunul ated capital; for the exportation of nen does not
occasion return freights, but, on the contrary, causes the
unproductive export of considerable anobunts of material values(in



the shape of inplements, utensils, noney, &c.).

It is clear that in such a state of things, where the nationa
di vision of labour is not properly devel oped, neither industry nor
econony can bring about the augnentation of the nmaterial capita
(material enrichment of individuals).

The agricultural country is, of course, rarely quite without
any foreign comerce, and foreign comrerce, as far as it extends,
al so supplies the place of internal manufactures with regard to the
augnmentation of capital, inasmuch as it places the nanufacturer of
the foreign country in commercial relation with the agriculturist
of the home country. This, however, takes place only partially and
very inperfectly; firstly, because this comrerce extends nerely to
speci al staple products, and chiefly only to those districts which
are situated on the sea-coast and on navigable rivers; and
secondly, because it is in any case but a very irregular one, and
is liable to be frequently interrupted by wars, fluctuations in
trade and changes in commercial |egislation, by specially rich
harvests, and by foreign inportations.

The augnentation of the material agricultural capital can only
take place on a large scale, with regularity and continuously, if
a conpl etely devel oped manuf acturing power is established in the
m dst of the agriculturists.

By far the greatest portion of the material capital of a nation
is bound to its land and soil. In every nation the value of |anded
property, of dwelling houses in rural districts and in towns, of
wor kshops, nanufactories, waterworks, mines, &. anounts to from
two-thirds to nine-tenths of the entire property of the nation. It
must therefore be accepted as a rule, that all that increases or
decreases the value of the fixed property, increases or decreases
the total of the material capital of the nation. Now, it is evident
that the capital value of land of equal natural fertility is
i nconparably larger in the proximty of a snall town than in renote
districts; that this value is inconparably larger still in the
nei ghbour hood of a large town than in that of a small one; and that
i n manuf acturing nations these values are beyond all conparison
greater than in nmere agricultural nations. W may observe
(inversely) that the value of the dwelling houses and nanufacturing
buildings in towns, and that of building land, rises or falls (as
arule) inthe sane ratio in which the comrercial intercourse of
the town with the agriculturists is extended or restricted, or in
which the prosperity of these agriculturists progresses or recedes.
Fromthis it is evident that the augnentation of the agricultura
capital is dependent on the augnentation of the nanufacturing
capital; and (inversely) the latter on the former. (2*)

This reciprocal action is, however, in the case of the change
fromthe agricultural state into the manufacturing state nuch
stronger on the part of manufacture than on the part of
agriculture. For as the increase of capital which results fromthe
change fromthe condition of the mere hunter to the pastora
condition is chiefly effected by the rapid increase of flocks and
herds, as the increase of capital resulting fromthe change from
the pastoral condition into the agricultural condition is chiefly
effected by the rapid increase in cultivated land and in surplus
produce, so, in the event of a change fromthe agricultura
condition into the manufacturing condition, is the augnentation of
the material capital of the nation chiefly effected by those val ues
and powers which are devoted to the establishnent of nanufactures,
because thereby a mass of fornmerly unutilised natural and nental
powers are converted into nmental and nmaterial capital. Far from
hi ndering the saving of nmaterial capital, the establishnent of
manuf actures is the first thing which affords to the nation the



means of enploying its agricultural savings in an econonica
manner, and it is the first neans by which the nation can be
incited to agricultural econony.

In the legislative bodies of North Anerica it has often been
mentioned that corn there rots in the ear fromwant of sale,
because its value will not pay the expense of harvesting it. In
Hungary it is asserted that the agriculturist is alnobst choked with
excess of produce, while manufactured goods are three to four tines
dearer there than in England. Germany even can renenber such tines.
In agricultural States, therefore, all surplus agricultural produce
is not miterial capital. By neans of manufactures it first becones
commerci al capital by bei ng warehoused, and then by being sold to
the manufacturers it is turned into manufacturing capital. Wat may
be unutilised stock in the hand of the agriculturist, becones
productive capital in the hand of the manufacturer, and vice versa.

Producti on renders consunpti on possible, and the desire to
consune incites to production. The nere agricultural nation is in
its consunption dependent on foreign conditions, and if these are
not favourable to it, that production dies out which would have
ari sen in consequence of the desire to consune. But in that nation
whi ch conbi nes manufactures with agriculture in its territory, the
reci procal inducenent continually exists, and therefore, also,
there will be continuous increase of production and with it
augnentation of capital on both sides.

As the agricultural -manufacturing nation is (for the reasons
whi ch we have already given) always inconparably richer in material
capital than the nere agricultural nation (which is evident at a
gl ance), so in the forner the rate of interest is always nuch
| ower, and larger capital and nore favourable conditions are at the
di sposal of men of enterprise, than in the purely agricultura
nation. It follows that the fornmer can always victoriously conpete
with the newly formed manufactories in the agricultural nation;
that the agricultural nation remains continually in debt to the
manuf acturing nation, and that in the markets of the forner
continual fluctuations in the prices of produce and nanufact ured
goods and in the value of noney take place, whereby the
accunul ation of material wealth in the purely agricultural nation
is no |less endangered than its norality and its habits of econony.

The school distinguishes fixed capital fromcirculating
capital, and classes under the former in a nost renmarkabl e manner
a multitude of things which are in circulation w thout maki ng any
practical application whatever of this distinction. The only case
in which such a distinction can be of value, it passes by without
notice. The material as well as the nental capital is (nanely)
bound in a great neasure to agriculture, to nanufactures, to
commerce, or to special branches of either -- nay often, indeed, to
special localities. Fruit trees, when cut down, are clearly not of
the sane value to the manufacturer (if he uses them for woodwork)
as they are to the agriculturist (if he uses themfor the
production of fruit). Sheep, if, as has already frequently happened
in Germany and North Anerica, they have to be slaughtered in
masses, have evidently not the value which they woul d possess when
used for the production of wool. Vineyards have (as such) a val ue
which, if used as arable fields, they would | ose. Ships, if used
for tinber or for firewood, have a much | ower val ue than when they
serve as neans of transport. \Wiat use can be made of manufacturing
bui | di ngs, water-power, and nachinery if the spinning industry is
ruined? In like manner individuals |lose, as a rule, the greatest
part of their productive power, consisting in experience, habits,
and skill, when they are displaced. The school gives to all these



obj ects and properties the general nane of capital, and woul d
transplant them (by virtue of this term nology) at its pleasure
fromone field of enployment to another. J. B. Say thus advises the
English to divert their manufacturing capital to agriculture. How
this wonder is to be acconplished he has not inforned us, and it
has probably remai ned a secret to English statesnen to the present
day. Say has in this place evidently confounded private capita

with national capital. A manufacturer or nerchant can withdraw his
capital from manufactures or from commerce by selling his works or
his ships and buying | anded property with the proceeds. A whole
nati on, however, could not effect this operation except by
sacrificing a large portion of its material and nental capital. The
reason why the school so deliberately obscures things which are so
clear is apparent enough. |If things are called by their proper
nanes, it is easily conprehended that the transfer of the
productive powers of a nation fromone field of enploynent to
another is subject to difficulties and hazards which do not al ways
speak in favour of 'free trade,' but very often in favour of

nati onal protection.

NOTES
1. Wealth of Nations, book IV. chap. ii.

2. Conmpare the followi ng paragraph, which appeared in the Tines
during 1883:

" MANUFACTURES AND ACRI CULTURE. The statistician of the
Agricultural Departnment of the United States has shown in a recent
report that the value of farm | ands decreases in exact proportion
as the ratio of agriculture to other industries increases. That is,
where all the | abour is devoted to agriculture, the land is worth
| ess than where only half of the people are farm |l abourers, and
where only a quarter of themare so engaged the farnms and their
products are still nore valuable. It is, in fact, proved by
statistics that diversified industries are of the greatest value to
a State, and that the presence of a manufactory near a farm
increases the value of the farmand its crops. It is further
established that, dividing the United States into four sections or
classes, with reference to the ratio of agricultural workers to the
whol e popul ation, and putting those States having | ess than 30 per
cent of agricultural |abourers in the first class, all having over
30 and less than 50 in the second, those between 50 and 70 in the
third, and those having 70 or nmore in the fourth, the val ue of
farns is in inverse ratio to the agricultural population; and that,
whereas in the purely agricultural section, the fourth class, the
value of the farnms per acre is only $5 28c, in the next class it is
$13 03c, in the third $22 21c, and in the manufacturing districts
$40 91c. This shows an enornous advantage for a mixed district. Yet
not only is the land nore valuable -- the production per acre is
greater, and the wages paid to farmhands | arger. Mnufactures and
varied industries thus not only benefit the manufacturers, but are
of equal benefit and advantage to the farmers as well. The latter
woul d, therefore, do well to abandon their prejudi ce agai nst
factories, which really increase the value of their property
i nstead of depreciating it.' -- TR

Chapter 20

The Manufacturing Power and the Agricultural Interest

If protective duties in favour of hone manufactures proved



di sadvant ageous to the consumers of manufactured goods and served
only to enrich the manufacturer, this di sadvantage woul d especially
be felt by the | anded proprietor and the agriculturist, the nost
nunerous and inportant class of those consuners. But it can be
proved that even this class derives far greater advantages fromthe
establ i shment of manufactures, than the manufacturers thensel ves
do; for by neans of these manufactures a denmand for greater variety
and for larger quantities of agricultural products is created, the
val ue in exchange of these products is raised, the agriculturist is
placed in a position to utilise his Iand and his powers of | abour
nmore profitably. Hence enmanates an increase of rent, of profits,
and wages; and the augnentation of rents and capital is foll owed by
an increase in the selling value of land and in the wages of

| abour .

The selling value of |anded property is nothing el se than
capitalised rent; it is dependent, on the one hand, on the anount
and the value of the rent, but, on the other hand, and chiefly, on
the quantities of nmental and nmaterial capital existing in the
nati on.

Every individual and social inprovenent, especially every
augnment ati on of productive power in the nation, but, nost of all,
of the manufacturing power, raises the anbunt of rents, while at
the sane tine it | essens the proportion which rent bears to the
gross produce. In an agricultural nation little devel oped and
scantily peopled, e.g. in Poland, the proportion of rent amounts to
one-half or one third the gross produce. in a well-devel oped,
popul ous, and wealthy nation, e.g. England, it only ambunts to
one-fourth or one-fifth part of that produce. Neverthel ess, the
actual worth of this smaller proportion is disproportionately
greater than the worth of that larger proportion-in noney val ue
especially, and still nore in nmanufactured goods. For the fifth
part of twenty-five bushels (the average produce of wheat in
Engl and) equal s five bushels; the third part, however, of nine
bushel s (the average produce of wheat in Poland) anounts only to
three bushels; further, these five bushels in England are worth on
an average 25s. to 30s.; while these three bushels in the interior
of Poland are at the nmost worth 8s. to 9s.; and finally, goods in
Engl and are at |east twi ce as cheap as in nanufactured Pol and:
consequently the English | anded proprietor is able to buy for his
30s. of noney-rent ten yards of cloth, but the Polish | andowner for
his 9s. of rent can obtain scarcely two yards, fromwhich it is
evident that the English | anded proprietor by the fifth part of the
gross produce is as rentier three tinmes, and as consuner of
manuf act ured goods five tinmes, better off than the Polish | andowner
is by the third part of his gross produce. But that farmers and
agricultural |abourers also must in England (especially as
consuners of manufactured goods) be disproportionately better off
than in Poland, is shown by the fact that out of the produce of
twenty-five bushels in England twenty bushels go for sow ng, for
cultivation of the field, wages, and profits: half of which (or ten
bushel s) devoted to the last two itens have an average val ue of
60s. or twenty yards of cloth (at 3s. per yard), while fromthe
produce of nine bushels in Poland only six bushels go for sow ng,
cultivation of the field, profit, and wages, half of which, or
three bushels, devoted to the last two items, have nerely a val ue
of 10s. to 12s. or three and a half yards of cloth.

Rent is a chief neans of usefully enploying material capital
Its price. therefore, depends also on the quantity of the capita
existing in the nation and the proportion of the supply of it to
the denmand. By the surplus of the capital which accunulates in a
manufacturing nation as the result of its honme and foreign



commerce, by the lowrate of interest which there exists, and the
circunstance that in a nmanufacturing and conmercial nation a nunber
of individuals who have becone weal thy are al ways seeking to invest
their surplus capital in land, the selling price of a given anount
of rent of land is always disproportionately higher in such a
nation than in the nmere agricultural nation. In Poland the rent of
land is sold at ten or twenty years' purchase; in England at thirty
or forty years' purchase. In the proportion in which the selling
value of the rent of land is higher in the manufacturing and
commercial nation than in the agricultural nation, so also is the
selling value of the land itself higher in the former than in the
|latter. For |and of equal natural fertility in each country, the
value is in England ten to twenty tinmes higher than in Pol and.

That manufactures have an influence on the anount of rent, and
therefore on the value in exchange of the land, is a fact which
Adam Snmith certainly notices at the conclusion of the ninth chapter
of his first book, but only incidentally and wi thout bringing the
vast inportance of manufactures in this respect properly to light.
He there distinguishes those causes which influence directly the
augnentation of rent (such as the inprovenent of the land itself,
the increase in the nunber and the value of the cattle naintained
upon it) fromthose causes which have only an indirect influence on
that augnentation, anong which latter he classes manufactures. In
this manner he places the main cause of the augnentation of the
rent and of the value of land (nanely, the manufactures) in the
background so that it is scarcely perceptible; while he places the
i mprovenent of the land itself and the increase of cattle, which
are thenselves for the nost part the result of manufactures and of
the commerce proceeding fromthem as the chief cause, or at |east
as an equal cause, of that augnentation.

Adam Smith and his foll owers have not recogni sed by any neans
toits full extent the value of nanufactures in this respect.

We have remarked that in consequence of nanufactures and of the
commerce connected with them the value of |and of equal natura
fertility in England is ten to twenty tines greater than in Pol and.
If we now conpare the total produce of the English manufacturing
production and of the English manufacturing capital with the tota
produce of the English agricultural production and of the English
agricultural capital, we shall find that the greatest part of the
weal th of the nation shows itself in the thus increased val ue of
| anded property.

MacQueen(1*) has prepared the follow ng estimate of the
national wealth and national incone of England:

. NATI ONAL CAPI TAL.

1. In agriculture, lands, mnes, and fisheries...
2,604 mll.

Working capital in cattle, inplenents, stocks, and noney...
655 "

Househol d furniture and utensils of the agriculturists...
52 "

3,311 "

2. Invested in manufactures and commerce:
Manuf actures, and home trade i n manufactured
goods. . ... 178
/2"



Trade in col onial goods... 11

Foreign trade in manufactured goods..... 16
/2"
206
To this add increase since 1835 (in which year this
estimate was nmde)...... 12
218
mil.
Then in town buildings of all kinds, and in manu-
facturing buildings 605
In ships........ 33
V2 "
In bridges, canals, and railways... 118
I'n horses which are not used in agriculture... 20
776
2 mll.
Amount of the whol e national capital (exclusive of
the capital invested in the colonies, in foreign |Ioans,
and in the English public funds)...... 4, 305
2 mll.
I'1. GROSS NATI ONAL PRODUCTI ON
1. O agriculture, nmines, and fisheries.... 539
mil.
2. Manufacturing production....... 259
/2"
798
/2"

Fromthis estimate it may be seen

1. That the value of the |land devoted to agriculture amunts to
26/ 43 of the whole English national, property, and is about twelve
times nore than the value of the whole capital invested in
manuf actures and in commerce.

2. That the whole capital invested in agriculture amunts to
over three-fourths of the English national capital

3. That the value of the whole fixed property in England,
nanel y:

O the land, &c. 2, 604
mil.

O houses in towns, and nmanufacturing buildings... 605

O canals and rail ways..... 118

3, 327

is therefore equal to nore than three-fourths of the whole English
national capital

4. That the manufacturing and conmmercial capital, inclusive of
shi ps, does not altogether ampunt to nore than 241 1/2 millions,
and therefore to only about 1/18 of the English national wealth.

5. That the whole English agricultural capital, with 3,311



mllions, yields a gross incone of 539 mllions, consequently about
16 per cent; while manufacturing and conmercial capital, anmpunting
to 218 mllions, gives a gross annual production of 259 1/2
mllions or of 120 per cent.

It must here, above all things, be noted that the 218 mllions
manuf acturing capital, with an annual production of 259 1/2
mllions, constitute the chief reason why the English agricultura
capital could have attained to the enornous anount of 3,311
mllions, and its annual produce to the sumof 539 millions. By far
the greatest part of the agricultural capital consists in the value
of land and cattle. Manufactures, by doubling and trebling the
popul ation of the country, by furnishing the neans for an i mmense
foreign commerce, for the acquisition and exploration of a nunber
of colonies, and for a large nmercantile marine, have increased in
the sane proportion the demand for means of subsistence and raw
materials, have afforded to the agriculturist at once the nmeans and
the notive for satisfying this increased demand, have increased the
exchangeabl e val ue of these products, and thus caused the
proportionate increase in the anount and the selling value of the
rent of land, consequently of the land itself. Wre these 218
m | lions of manufacturing and comercial capital destroyed, we
shoul d see not nerely the 259 1/2 mllions nmanufacturing
production, but also the greatest part of the 3,311 mllions
agricultural capital, and consequently of the 539 mllions
agricul tural production, disappear. The English national production
would not nmerely lose 259 1/2 millions (the value of its
manuf act uri ng production), but the value of Iand would decline to
the value which it has in Poland, i.e. to the tenth or twentieth
part of its present val ue.

Fromthis it follows that all capital which is devoted by the
agricultural nation in a profitable manner to manufactures,
increases in the course of time the value of the land tenfold.
Experience and statistics everywhere confirmthis statenent.
Everywhere it has been seen that in consequence of the
establ i shment of manufactures the value of |and and al so that of
the stock of capital rapidly increases. Let anyone conpare these
values in France (in 1789 and in 1840), in North Anerica (in 1820
and in 1830), or in Gernmany (in 1830 and in 1840), how they have
corresponded with a | ess devel oped or a nore fully devel oped
condi tion of manufactures, and he will find our observation
everywhere confirnmed.

The reason for this appearance lies in the increased power of
production in the nation, which enanates fromthe regular division
of labour and fromthe strengthened confederation of the nationa
powers, also froma better use of the nental and natural powers
pl aced at the disposal of the nation, and from foreign conmrerce

These are the very sanme causes and effects which we may
perceive in respect to inproved neans of transport; which not
merely yield in thensel ves a revenue, and through it a return for
the capital spent upon them but also powerfully pronote the
devel opment of manufactures and agriculture, whereby they increase
in the course of tinme the value of the | anded property within their
districts to tenfold the value of the actual material capital which
has been enployed in creating them The agriculturist, in
conparison with the undertaker of such works (inproved neans of
transport), has the great advantage of being quite sure of his
tenfold gain on his invested capital and of obtaining this profit
without malting any sacrifices, while the contractor for the works
must stake his whole capital. The position of the agriculturist is
equal Iy favourable as conpared with that of the erector of new



manuf act ori es.

If, however, this effect of manufactures on agricultura
production, on rent, and therefore on the value of |anded property,
is so considerabl e and advant ageous for all who are interested in
agriculture; how, then, can it be nmaintained that protective
measures woul d favour manufactures nerely at the cost of the
agriculturists?

The material prosperity of agriculturists, as well as of al
other private persons, principally depends on the point that the
val ue of what they produce shall exceed the value of what they
consune. It, therefore, is not so inportant to themthat
manuf act ured goods shoul d be cheap, as especially that a | arge
demand for various agricultural products should exist, and that
t hese shoul d bear a high value in exchange. Now, if neasures of
protection operate so that the agriculturist gains nore by the
i mprovenent of the market for his own produce than he | oses by the
i ncrease of the prices of such manufactured goods as he requires to
buy, he cannot rightly be described as naking a sacrifice in favour
of the manufacturer. This effect is, however, always observable in
the case of all nations who are capable of establishing a
manuf act uri ng power of their own, and in their case is nost
apparent during the first period of the rise of the native
manuf acturi ng industry; since just at that tinme nost of the capita
transferred to manufacturing industry is spent on the erection of
dwel I i ng houses and manufactories, the application of water power,
&c., an expenditure which chiefly benefits the agriculturist.
However nuch in the beginning the advantages of the greater sale of
agricultural produce and of its increased val ue outwei ghs the
di sadvant age of the increased price of manufactured goods, so nust
this favourabl e condition always increase further to the advantage
of the agriculturists, because the flourishing of the manufactories
al ways tends in the course of time continually nore and nore to
increase the prices obtainable for agricultural produce and to
| essen the prices of manufactured goods.

Further, the prosperity of the agriculturist and | anded
proprietor is especially dependent on the circunstance that the
val ue of the instrument fromwhich his inconme is derived, nanely,
his | anded property, at least maintains its forner position. This
is not nerely the chief condition of his prosperity, but frequently
of his entire econom cal existence. For instance, it frequently
happens that the annual production of the agriculturist exceeds his
consunption, and neverthel ess he finds hinself ruined. This occurs
if while his |anded property is encunbered with nmoney debts, the
general credit becones fluctuating; if on one side the demand for
nmoney capital exceeds the supply of it, and on the other hand the
supply of |and exceeds the demand. In such cases a genera
wi t hdrawal of nopney | oans and a general offer of land for sale
ari ses, and consequently | and becones al nost val uel ess, and a | arge
nunber of the nobst enterprising, active, and economical |and
cultivators are rui ned, not because their consunption has exceeded
their production, but because the instrument of their production,
their landed property, has lost in their hands a considerabl e
portion of its value, in consequence of causes over which they had
no control; further, because their credit has thereby becone
destroyed; and finally, because the amobunt of the noney debts with
which their |landed property is encunbered is no |onger in
proportion to the noney val ue of their possessions, which has
become depressed by the general worthl essness of |anded property.
Such crises have occurred in Germany and North Anmerica during the
last fifty years nore than once, and in this manner a | arge
proportion of the German nobility find thensel ves no |longer in



possession of property or |anded estate, wi thout having clearly
perceived that they really owe this fate to the policy adopted by
their brothers in England, the Tories whomthey regard as so well

di sposed. The condition of the agriculturist and | anded proprietor
is, however, totally different in countries where nmanufactures
flourish vigorously. There, while the productive capabilities of
the land and the prices of produce are increased, he not nerely
gai ns the anount by which the value of his production exceeds the
val ue of his consunption; he gains, as |anded proprietor, not only
an increase of annual rent, but the ampbunt of capital represented
by the increase of rent. H's property doubles and trebles itself in
val ue, not because he works nore, inproves his fields nore, or
saves nore, but because the value of his property has been

i ncreased in consequence of the establishnent of manufactures. This
effect affords to himneans and i nducenent for greater nental and
bodily exertions, for inprovenent of his land, for the increase of
his live stock, and for greater econony, notw thstanding increased
consunption. Wth the increase in the value of his land his credit
is raised, and with it the capability of procuring the materi al
capital required for his inprovenents.

Adam Snith passes over these conditions of the exchangeabl e
value of land in silence. J. B. Say, on the contrary, believes that
the exchangeabl e value of land is of little inportance, inasnuch
as, whether its value be high or low, it always serves equally well
for production. It is sad to read froman author whom his German
translators regard as a universal national authority, such
fundanental ly wong views about a matter which affects so deeply
the prosperity of nations. W, on the contrary, believe it
essential to maintain that there is no surer test of nationa
prosperity than the rising and falling of the value of the |and,
and that fluctuations and crises in that are to be classed anong
the nost ruinous of all plagues that can befall a country.

Into this erroneous view the school has also been led by its
predilection for the theory of free trade (as it desires the latter
termto be understood). For nowhere are fluctuations and crises in
the value and price of land greater than in those purely
agricultural nations which are in unrestricted comrerci al
intercourse with rich and powerful manufacturing and commrercia
nations.

Foreign comrerce also, it is true, acts on the increase of rent
and the value of land, but it does so inconparably |ess decidedly,
uniformy, and permanently, than the establishnent of hone
manuf act ures, the continuous regul ar increase of nanufacturing
production, and the exchange of honme manufacturing products for
hone agricul tural products.

So long as the agricultural nation still possesses a |arge
quantity of uncultivated or badly cultivated land, so long as it
produces staple articles which are readily taken by the richer
manuf acturi ng nation in exchange for nmanufactured goods, so |ong as
these articles are easy of transport, so long also as the denmand
for themis lasting and capabl e of annual increase at a rate
corresponding with the growmh of the productive powers of the
agricultural nation, and so long as it is not interrupted by wars
or foreign tariff regulations, under such circunstances foreign
commerce has a powerful effect on the increase of rents and on the
exchangeabl e val ue of |and. But as soon as any one of these
conditions fails or ceases to operate, foreign conmerce nay becone
the cause of national stagnation, nay frequently of considerable
and | ong-continued retrogression.

The fickleness of foreign demand has the nobst baneful effect of



all in this respect, if in consequence of wars, failure of crops,
di mi nution of inportation fromother parts, or owing to any other
ci rcunmstances and occurrences, the manufacturing nation requires

| arger quantities especially of the necessaries of life or raw
materials, or of the special staple articles referred to, and then
if this denmand again to a great extent ceases, in consequence of
the restoration of peace, of rich harvests, of larger inportation
fromother countries, or in consequence of political neasures. I|f
the demand |l asts nerely for a short time, some benefit may result
fromit to the agricultural nation; but if it last for years or a
series of years then all the circunstances of the agricultura
nation, the scale of expenditure of all private establishnents,

wi || have becone regul ated by it. The producer becones accustoned
to a certain scale of consunption; and certain enjoyments, which
under ot her circunstances he woul d have regarded as | uxuri es,
becone necessaries to him Relying on the increased yield and val ue
of his | anded property, he undertakes inprovenents in cultivation,
in buildings, and nmakes purchases which ot herwi se he woul d never
have done. Purchases and sales, contracts of letting |and, |oans,
are concl uded according to the scale of increased rents and val ues.
The State itself does not hesitate to increase its expenses in
accordance with the increased prosperity of private persons. But if
this demand afterwards suddenly ceases, disproportion between
production and consunption follows; disproportion between the
decreased values of |land and the noney encunbrances upon it which
conti nue undi mni shed in anmount; disproportion between the noney
rent payabl e under the | eases, and the noney produce of the I and
whi ch has been taken on | ease; disproportion between nationa

i ncone and national expenditure; and in consequence of these

di sproportions, bankruptcy, enbarrassnent, discouragenent,
retrogression in the economcal as well as in the nental and
political devel opnent of the nation. Agricultural prosperity would
under these circunstances act |like the stinmulant of opiumor strong
drink, stimulating nerely for a nonent, but weakening for a whole
lifetime. It would be like Franklin's flash of Iightning, which for
a nonment displayed the objects in a shining light, but only to
throw t hem back into deeper darkness.

A period of tenmporary and passing prosperity in agriculture is
a far greater m sfortune than uniformand | asting poverty. I|f
prosperity is to bring real benefit to individuals and nations, it
nmust be continuous. It, however, beconmes continuous only in case it
i ncreases gradually, and in case the nation possesses guarantees
for this increase and for its duration. A lower value of land is
i nconparably better than fluctuations in its value; it is only a
gradual but steady increase in that value that affords to the
nation |asting prosperity. And only by the possession of a
manuf act uri ng power of their own, can well-devel oped nations
possess any guarantee for the steady and pernmanent increase of that
val ue.

To how very small an extent clear ideas prevail as to the
ef fect of a hone nmanufacturing power on the rent and val ue of | and
in conparison with the effect which foreign trade has on them is
shown nost plainly by the circunstance that the proprietors of
vineyards in France still always believe that they are injuriously
af fected by the French system of protection, and denand the
greatest possible freedom of commerce with Engl and in hopes of
thereby increasing their rents.

Dr Bowing, in his report of the commercial relations existing
bet ween Engl and and France, the fundanental tendency of which is to
show the benefit to France which a larger inportation of English
fabrics and a consequently increasing exportation of French wi nes



woul d occasi on, has adduced facts fromwhich the npst striking
proof against his own argunment can be brought. Dr Bowing quotes
the inportation of French wines into the Netherlands (2,515, 193
gal l ons, 1829) against the annual inportation into England (431, 509
gallons) to prove how greatly the sale of French wines in Engl and
could be increased by freer conmercial interchange between the two
countri es.

Now supposing (although it is nmore than inprobable that the
sal e of French wines in England would not find obstacles in the
predil ection existing there for spirituous liquors, for strong
beer, and for the strong and cheap wi nes of Portugal, Spain,
Sicily, Teneriffe, Madeira, and the Cape) -- supposing that Engl and
really was to extend her consunption of French wines to the sane
proportion as that of the Netherlands, she would certainly
(cal cul ating according to her popul ation) be able to increase her
consunption to five or six mllion gallons (i.e. to fromten to
fifteen fold her present anount); and froma superficial point of
view this certainly appears to prom se great advantage to France,
and to the French vineyard proprietors.

If, however, we investigate this matter to the bottom we
obtain another result. By as much freedom of trade as is possible
-- we will not say conplete freedomof trade, although the latter
woul d have to be accepted according to the principle enunciated,
and to Bowring's argunments -- it can scarcely be doubted that the
English would draw to thensel ves a |large part of the French narket
for manufactured goods (especially as regards the manufactures of
wool | ens, cotton, linen, iron, and pottery). On the nobst noderate
estimate we nust assume, that in consequence of this decreased
French manufacturing production one mllion fewer inhabitants would
live in the French towns, and that one mllion fewer persons would
be enployed in agriculture for the purpose of supplying the
citizens of those towms with raw material and necessaries of life.
Now, Dr Bowing hinself estimates the consunption of the country
popul ation in France at 16 1/2 gall ons per head, and that of the
town popul ati on at double that quantity, or 33 gallons per head.
Thus in consequence of the dimnution of the home manufacturing
power effected by free trade, the internal consunption of w nes
woul d decrease by 50 million gallons, while the exportation of w ne
could only increase by 5 or 6 mllion gallons. Such a result could
scarcely be to the special advantage of the French proprietors of
vi neyards, since the internal denmand for w nes woul d necessarily
suffer ten tinmes nore than the external demand coul d possibly gain.

In one word: it is evident as respects the production of wine,
as also in that of meat, of corn, and of raw materials and
provi sions generally, that in the case of a great nation well
fitted to establish a manufacturing power of its own, the interna
manuf act uri ng producti on occasions ten to twenty tines nore denmand
for the agricultural products of tenperate clinmates, consequently
acts ten to twenty tinmes nore effectually on the increase of the
rent and exchangeabl e value of real estate, than the nost
flourishing exportation of such products can do. The nobst
convi ncing proof of this may also be seen in the amobunt of rents
and t he exchangeabl e value of |and near |arge towns, as conpared
with their anmount and value in distant provinces, even though these
|atter are connected with the capital by good roads and
conveni ences for comrercial intercourse.

The doctrine of rent can either be considered fromthe point of
vi ew of values or fromthe point of view of productive powers; it
can further be considered with respect nerely to private rel ations,
nanely, the rel ations between | anded proprietor, farmer, and



| abourer, or with especial regard to the social and nationa

relati ons and conditions. The school has taken up this doctrine
chiefly fromthe sole point of view of private econony. So far as
we know, for instance, nothing has been adduced by it to show how
the consunption of the rents of the nation is the nmore advantageous
the nore it takes place in the proximty of the place whence it is
derived, but how nevertheless in the various States that
consunption takes place principally at the seat of the sovereign
(e.g. in absolute nmonarchies nostly in the national netropolis),
far away fromthe provinces where it is produced, and therefore in
a manner the |east advantageous to agriculture, to the nost usefu
i ndustries, and to the devel opnent of the nental powers of the
nati on. Where the | andowning aristocracy possess no rights and no
political influence unless they live at the Court, or occupy
offices of State, and where all public power and influence is
centralised in the national metropolis, |andowners are attracted to
that central point, where al nost exclusively they can find the
means of satisfying their anbition, and opportunities for spending
the incone of their |anded property in a pleasant nanner; and the
nmore that nost | andowners get accustonmed to live in the capital
and the less that a residence in the provinces offers to each

i ndi vi dual opportunities for social intercourse and for nental and
mat eri al enjoynments of a nore refined character, the nore wll
provincial life repel himand the netropolis attract him The
province thereby | oses and the netropolis gains alnost all those
means of nental inprovenent which result fromthe spending of
rents, especially those manufactures and nental producers which
woul d have been naintained by the rent. The nmetropolis under those
circunstances, indeed, appears extrenely attractive because it
unites in itself all the talents of the intellectual workers and
the greatest part of the material trades which produce articles of
| uxury. But the provinces are thereby deprived of those mental
powers, of those material means, and especially of those

i ndustries, which chiefly enable the agriculturist to undertake
agricultural inprovenents, and stinmulate himto effect them

In these circunstances lies to a great extent the reason why in
France, especially under absol ute nonarchy, al ongside of a
metropolis surpassing in intellect and splendour all towns of the
Eur opean continent, agriculture nmade but slight progress, and the
provinces were deficient in nental culture and in usefu
industries. But the nore that the | anded aristocracy gains in
i ndependence of the Court, and in influence in |egislation and
adm nistration, the nore that the representative systemand the
system of administration grants to the towns and provinces the
right of adm nistering their own |ocal affairs and of taking part
in the legislation and governnment of the State, and consequently
the nore that respect and influence can be attained in the
provinces and by living there, so much the nore will the | anded
ari stocracy, and the educated and well-to-do citizens, be drawn to
those localities fromwhich they derived their rents, the greater
also will be the influence of the expenditure of those rents on the
devel opment of the nental powers and social institutions, on the
pronotion of agriculture, and on the devel opnent of those
i ndustries which are useful to the great nasses of the people in
t he province.

The economni cal conditions of England afford proof of this
observation. The fact that the English | anded proprietor lives for
the greatest portion of the year on his estates, pronotes in
mani fol d ways the inprovenent of English agriculture: directly,
because the resident | andowner devotes a portion of his rent to
undertaki ng on his own account inprovenents in agriculture, or to



supporting such inprovenents when undertaken by his tenants;
indirectly, because his own consunption tends to support the
manuf act ures and agenci es of nental inprovenent and Civilisation
existing in the nei ghbourhood. Fromthese circunstances it can
further partly be explained why in Germany and in Switzerland, in
spite of the want of |arge towns, of inportant neans of transport,
and of national institutions, agriculture and Cvilisation in
general are in a nuch higher condition than in France.

But the great error into which in this natter Adam Smith and
his school have fallen is that which we have already before
i ndi cated, but which can be here nore clearly shown, viz. that he
did not clearly recognise the influence of manufactures on the
i ncrease of rents, on the market val ue of |anded property itself,
and on the agricultural capital, and did not state this by any
means to its full extent, but, on the contrary, has drawn a
conpari son between agriculture and nanufactures in such a manner
that he would to a nake it appear that agriculture is far nore
val uabl e and i nportant nation than manufactures, and that the
prosperity resulting fromit is far nore lasting than the
prosperity resulting fromthe latter. Adam Smth in so doing nerely
sanctioned the erroneous view of the physiocratic school, although
in a sonewhat nodified manner. He was evidently msled by the
circunstance that -- as we have already denponstrated by the
statistical conditions of England -- the material agricultura
capital is (even in the richest manufacturing country) ten to
twenty times nore inportant than the material manufacturing
capital; in fact, even the annual agricultural productiOn far
exceeds in value the total manufacturing capital. The sane
circunstance may al so have induced the physiocratic school to
over-estinmate the value of agriculture in conparison with
manuf actures. Superficially considered, it certainly appears as if
agriculture enriches a country ten tinmes nore, and consequently
deserves ten times nore consideration, and is ten tinmes nore
inmportant to the State than manufactures. This, however, is nerely
apparent. If we investigate the causes of this agricultura
prosperity to their basis, we find themprincipally in the
exi stence of manufactures. It is those 218 nillions of
manuf acturing capital which have principally called into existence
those 3,311 millions of agricultural capital. The sane
consi deration hol ds good as respects neans of transport; it is the
nmoney expended in constructing them which has nade those | ands
which are within the reach of the canals nore valuable. If the
means of transport along a canal be destroyed, we nmay use the water
whi ch has been hitherto enployed for transport, for irrigating
meadows -- apparently, therefore, for increasing agricultura
capital and agricultural rents, &c.; but even supposing that by
such a process the value of these neadows rose to mllions, this
alteration, apparently profitable to agriculture, will neverthel ess
| ower the total value of the | anded property which is within reach
of the canal ten times nore

Consi dered fromthis point of view, fromthe circunstance that
the total manufacturing capital of a country is so small in
conparison with its total agricultural capital, conclusions nust be
drawn of a totally different character fromthose which the present
and precedi ng school have drawn fromit. The mai ntenance and
augnent ati on of the manufacturing power seem now, even to the
agriculturist, the nore valuable, the | ess capital as conpared with
agriculture it requires to absorb initself and to put into
circulation. Yes, it must now becone evident to the agriculturist,
and especially to the rent-owners and the | anded proprietors of a



country, that it would be to their interest to maintain and devel op
an internal manufacturing power, even had they to procure the
requisite capital w thout hope of direct reconpense; just as it is
to their interest to construct canals, railways, and roads even if
these undertakings yield no real nett profit. Let us apply the
foregoi ng considerations to those industries which |lie nearest and
are nost necessary to agriculture, e.g. flour mlls; and there will
be no room for doubt as to the correctness of our views. Conpare,
on the one hand, the value of |anded property and rent in a
district where a nill is not within reach of the agriculturist,
with their value in those districts where this industry is carried
on in their very mdst, and we shall find that already this single
i ndustry has a considerable effect on the value of |and and on
rent; that there, under similar conditions of natural fertility,
the total value of the land has not nerely increased to double, but
to ten or twenty tinmes nore than the cost of erecting the nill
anmounted to; and that the | anded proprietors woul d have obtai ned
consi derabl e advantage by the erection of the nmll, even if they
had built it at their common expense and presented it to the
mller. The latter circunmstance, in fact, takes place every day in
t he backwoods of North America, where, in cases when an individua
has not adequate capital to erect such works entirely at his own
expense, the | andowner gl adly hel ps himby contributing | abour, by
team work, free gifts of tinber, &. In fact, the sane thing al so
occurred, although in another form in countries of earlier
civilisation; here nust undoubtedly be sought the origin of many

anci ent feudal 'comon mill' rights.
As it is in the case of the corn mill, sois it in those of
saw, oil, and plaster mlls, sois it in that of iron works;

everywhere it can be proved that the rent and the val ue of |anded
property rise in proportion as the property lies nearer to these

i ndustries, and especially according as they are in closer or |ess
close comercial relations with agriculture.

And why should this not be the case with woollen, flax, henp,
paper, and cotton mlls? Wiy not with all manufacturing industries?
W see, at |east, everywhere that rent and value of |anded property
rise in exactly the same proportion with the proxinmty of that
property to the town, and with the degree in which the town is
popul ous and industrious. If in such conparatively small districts
we cal cul ate the value of the | anded property and the capita
expended thereon, and, on the other hand, the value of the capita
enpl oyed in various industries, and conpare their total anount, we
shall find everywhere that the forner is at |least ten tinmes |arger
than the latter. But it would be folly to conclude fromthis that
a nation obtains greater advantages by investing its naterial
capital in agriculture than in manufactures, and that the forner is
initself nore favourable to the augnentation of capital than the
|atter. The increase of the material agricultural capital depends
for the nost part on the increase of the material manufacturing
capital; and nations which do not recognise this truth, however
much they may be favoured by nature in agriculture, will not only
not progress, but will retrograde in wealth, population, culture,
and power.

We see, neverthel ess, how the proprietors of rent and of | anded
property not unfrequently regard those fiscal and politica
regul ati ons which aimat the establishnent of a native
manuf act uri ng power as privileges which serve nerely to enrich the
manuf acturers, the burden of which they (the landed interest) have
exclusively to bear. They, who at the beginning of their
agricultural operations so clearly perceived what great advantages
they might obtainif a corn mll, a sawnill, or an iron work were



established in their nei ghbourhood, that they thensel ves subnitted
to the greatest sacrifices in order to contribute towards the
erection of such works, can no |longer, when their interests as
agriculturists have sonewhat inproved, conprehend what inmense
advantages the total agricultural interest of the country would
derive froma perfectly devel oped national industry of its own, and
how its own advantage demands that it should subnmit to those
sacrifices without which this object cannot be attained. It

t heref ore happens, that, only in a few and only in very

wel | -educated nations, the mnd of each separate | anded proprietor,
though it is generally keenly enough alive to those interests which
lie close at hand, is sagaci ous enough to appreciate those greater
ones which are manifest to a nore extended view.

It must not, noreover, be forgotten that the popul ar theory has
materially contributed to confuse the opinions of |anded
proprietors. Smith and Say endeavoured everywhere to represent the
exertions of manufacturers to obtain neasures of protection as
inspirations of nere self-interest, and to praise, on the contrary,
the generosity and disinterestedness of the | anded proprietors, who
are far fromclainmng any such neasures for thenselves. It appears,
however, that the | anded proprietors have nerely becone m ndful of
and been stinulated to the virtue of disinterestedness, which is so
highly attributed to them in order to rid thenselves of it. For in
the greatest nunber of, and in the npbst inportant, manufacturing
states, these | andowners have al so recently demanded and obt ai ned
measures of protection, although (as we have shown in anot her
place) it is to their own greatest injury. If the |Ianded
proprietors fornerly nmade sacrifices to establish a nationa
manuf act uri ng power of their own, they did what the agriculturist
in a country place does when he makes sacrifices in order that a
corn mll or an iron forge may be established in his vicinity. If
the | anded proprietors now require protection also for their
agriculture, they do what those forner |anded proprietors would
have done if, after the m |l has been erected by their aid, they
required the mller to help in cultivating their fields. Wthout
doubt that would be a foolish demand. Agriculture can only
progress, the rent and value of land can only increase, in the
rati o i n which manufactures and comerce flourish; and manufactures
cannot flourish if the inportation of raw materials and provisions
is restricted. This the manufacturers everywhere felt. For the
fact, however, that the | anded proprietors notwthstandi ng obtained
measures of protection in nost |large states, there is a double
reason. Firstly, in states having representative governnent, the
| andowner's influence is paranount in |egislation, and the
manuf acturers did not venture to oppose thensel ves perseveringly to
the foolish demand of the | andowners, fearing | est they m ght
thereby incline the latter to favour the principles of free trade;
they preferred to agree with the | anded proprietors.

It was then insinuated by the school to the | anded proprietors
that it is just as foolish to establish nanufactures by artificial
means as it would be to produce wine in cold climates in
greenhouses; that manufactures would originate in the natura
course of things of their own accord; that agriculture affords
i nconparably nore opportunity for the increase of capital than
manuf actures; that the capital of the nation is not to be augnented
by artificial nmeasures; that |aws and State regul ations can only
i nduce a condition of things |ess favourable to the augnentation of
weal th. Finally, where the adm ssion could not be avoi ded that
manuf actures had an influence over agriculture, it was sought at
| east to represent that influence to be as little and as uncertain



as possible. In any case (it was said) if manufactures had an

i nfluence over agriculture, at least everything is injurious to
agriculture that is injurious to manufactures, and accordingly
manuf act ures al so had an influence on the increase of the rent of

| and, but nerely an indirect one. But, on the other hand, the

i ncrease of population and of cattle, the inprovenents in
agriculture, the perfection of the neans of transport, &. had a
direct influence on the increase of rent. The case is the sane here
in reference to this distinction between direct and indirect

i nfluence as on many ot her points where the school draws this
distinction (e.g. in respect of the results of mental culture), and
here also is the exanple already nmentioned by us applicable; it is
like the fruit of the tree, which clearly (in the sense of the
school) is an indirect result, inasmuch as it grows on the tw g,
which again is a fruit of the branch, this again is a fruit of the
trunk, and the latter a fruit of the root, which alone is a direct
product of the soil. O would it not be just as sophistical to
speak of the population, the stock of cattle, the nmeans of
transport, &c. as direct causes; but of nmanufactures, on the
contrary, as an indirect cause of the augnmentation of rents, while,
neverthel ess, one's very eyesi ght teaches one in every |arge

manuf acturi ng country that manufactures thensel ves are a chi ef
cause of the augnentation of popul ation, of the stock of cattle,
and of means of transport, &.? And would it be logical and just to
co-ordinate these effects of manufactures with their cause -- in
fact, to put these results of manufactures at the head as main
causes, and to put the manufactures thensel ves as an indirect
(consequently, alnpbst as a secondary) cause behind the former? And
what el se can have induced so deeply investigating a genius as Adam
Smith to make use of an argunent so perverted and so little in
accordance with the actual nature of things, than a desire to put
especially into the shade manufactures, and their influence on the
prosperity and the power of the nation, and on the augnentation of
the rent and the value of the | and? And from what other notive can
this have taken place than a wi sh to avoid expl anati ons whose
results would speak too loudly in favour of the system of
protection? The school has been especially unfortunate since the
time of Adam Snith in its investigations as to the nature of rent.
Ri cardo, and after himMIIl, MCulloch, and others, are of opinion
that rent is paid on account of the natural productive fertility
inherent in the land itself. R cardo has based a whol e system on
this notion. If he had made an excursion to Canada, he woul d have
been able to nmake observations there in every valley, on every

hill, which would have convinced himthat his theory is based on
sand. As he, however, only took into account the circunstances of
Engl and, he fell into the erroneous idea that these English fields

and neadows for whose pretended natural productive capability such
handsonme rents are now paid, have at all tinmes been the same fields
and nmeadows. The original natural productive capability of land is
evidently so uninportant, and affords to the person using it so
smal | an excess of products, that the rent derivable fromit al one
is not worth mentioning. All Canada in its original state
(inhabited nmerely by hunters) would yield in nmeat and skins
scarcely enough incone to pay the salary of a single Oxonian

prof essor of political econony. The natural productive capability
of the soil in Malta consists of rocks, which would scarcely have
yielded a rent at any time. If we followup with the mnd s eye the
course of the civilisation of whole nations, and of their
conversion fromthe condition of hunters to the pastoral condition,
and fromthis to that of agriculturists, &., we nmay easily

convi nce ourselves that the rent everywhere was originally nil, and



that it rose everywhere with the progress of civilisation, of

popul ation, and with the increase of nental and material capital

By conparing the nere agricultural nation with the agricultural,
manuf acturi ng, and commercial nation, it will be seen that in the
|atter twenty tinmes nore people live on rents than in the forner.
According to Marshal's statistics of Geat britain, for exanple, in
Engl and and Scotl and 16, 537, 398 hunan beings were living in 1831,
anong whom were 1,116,398 rentiers. W could scarcely find in

Pol and on an equal space of land the twentieth part of this nunber.
If we descend fromgenerals to particulars and investigate the
origin and cause of the rental of separate estates, we find
everywhere that it is the result of a productive capability which
has been bestowed on it not spontaneously by nature, but chiefly
(directly or indirectly) through the nental and material |abour and
capital enployed thereon and through the devel opnent of society. W
see, indeed, how pieces of land yield rents which the hand of nen
has never stirred by cultivation, as, for instance, quarries, sand
pits, pasture grounds; but this rent is nmerely the effect of the
increase of culture, capital, and population in the vicinity. W
see, on the other hand, that those pieces of land bring nost rent
whose natural productive capability has been totally destroyed, and
whi ch serve for no other use than for nmen to eat and drink, sit,

sl eep, or wal k, work, or enjoy thenselves, teach or be taught upon,
viz. building sites.

The basis of rent is the exclusive benefit or advantage which
the ground yields to that individual at whose exclusive disposal it
is placed, and the greatness of this benefit is detern ned
especially according to the ambunt of available nental and materi al
capital in the conmunity in which he is placed, and al so accordi ng
to the opportunity which the special situation and peculi ar
character of the property and the utilisation of capital previously
invested therein affords to the person exclusively possessing the
property for obtaining naterial values, or for satisfying nenta
and bodily requirenents and enjoynents.

Rent is the interest of a capital which is fixed to a natura
fund, or which is a capitalised natural fund. The territory,
however, of that nation which has nerely capitalised the natura
funds devoted to agriculture, and which does so in that inperfect
manner which is the case in nere agriculture, yields inconparably
less rent than the territory of that nation which conbines
agricultural and nanufacturing industry on its territory. The
rentiers of such a country live nostly in the same nation which
supplies the manufactured goods. But when the nation which is far
advanced in agriculture and popul ati on establishes a manufacturing
industry of its own, it capitalises (as we have already proved in
a fornmer chapter) not nerely those powers of nature which are
specially serviceable for manufactures and were hitherto
unenpl oyed, but also the greatest part of the nmanufacturing powers
serving for agriculture. The increase of rent in such a nation,
therefore, infinitely exceeds the interest of the material capita
required to devel op the manufacturing power.

NOTES

1. General Statistics of the British Enpire London, 1836
Chapter 21

The Manuf acturing Power and Conmerce

We have hitherto merely spoken of the rel ations between



agricul ture and manufactures, because they formthe fundanental

i ngredients of the national production, and because, before
obtaining a clear view of their nutual relations, it is inpossible
to conprehend correctly the actual function and position of
comerce. Conmerce is also certainly productive (as the schoo

mai ntains); but it is soin quite a different nmanner from
agriculture and manufactures. These latter actually produce goods,
commerce only brings about the exchange of the goods between
agriculturists and manufacturers, between producers and consuners.
Fromthis it follows that comerce nust be regul ated according to
the interests and wants of agriculture and manufactures, not vice
ver sa.

But the school has exactly reversed this last dictum by
adopting as a favourite expression the saying of old Gourney,

"Lai ssez faire, |aissez passer,' an expression which sounds no | ess
agreeably to robbers, cheats, and thieves than to the nerchant, and
is on that account rather doubtful as a maxim This perversity of
surrendering the interests of nanufactures and agriculture to the
demands of commerce, without reservation, is a natural consequence
of that theory which everywhere nerely takes into consideration
present val ues, but nowhere the powers that produce them and
regards the whole world as but one indivisibie republic of

mer chants. The school does not discern that the nmerchant may be
acconpl i shing his purpose (viz. gain of values by exchange) at the
expense of the agriculturists and nmanufacturers, at the expense of
the nation's productive powers, and indeed of its independence. It
is all the same to him and according to the character of his

busi ness and occupation, he need not trouble hinself nuch
respecting the nanner in which the goods inported or exported by
himact on the norality, the prosperity, or the power of the
nation. He inports poisons as readily as nedicines. He enervates
whol e nations through opiumand spirituous |iquors. \Whether he by
his inportations and smnugglings brings occupation and sustenance to
hundreds of thousands, or whether they are thereby reduced to
beggary, does not signify to himas a man of business, if only his
own bal ance is increased thereby. Then if those who have been
reduced to want bread seek to escape the nisery in their fatherland
by emigrating, he can still obtain profit by the business of
arranging their enmigration. In the tine of war he provides the
eneny with arms and ammunition. He would, if it were possible, sel
fields and neadows to foreign countries, and when he had sold the
last bit of |and would place hinself on board his ship and export

hi nsel f.

It is therefore evident that the interest of individua
merchants and the interest of the conmerce of a whole nation are
widely different things. In this sense Montesqui eu has well said,
"If the State inposes restrictions on the individual nmerchant, it
does so in the interest of commerce, and his trade is nowhere nore
restricted than in free and rich nations, and nowhere | ess so than
in nations governed by despots.'(1*) Conmerce enmanates from
manuf actures and agriculture, and no nation which has not brought
within its own borders both these main branches of production to a
hi gh state of devel opnent can attain (in our days) to any
consi derabl e anpbunt of internal and external commerce. In forner
times there certainly existed separate cities or |eagues of cities
whi ch were enabl ed by neans of foreign manufacturers and foreign
agriculturists to carry on a | arge exchange trade; but since the
great agricultural manufacturing comercial states have sprung up,
we can no longer think of originating a nmere exchange trade such as
the Hanse Towns possessed. In any case such a trade is of so
precarious a character, that it hardly deserves consideration in



conparison with that which is based on the nation's own production

The nost inportant objects of internal comrerce are articles of
food, salt, fuel, and building material, clothing materials, then
agricultural and manufacturing utensils and inplenents, and the raw
materials of agricultural and m ning production which are necessary
for manufactures. The extent of this internal inter change is
beyond all conparison greater in a nation in which manufacturing
i ndustry has attained a high stage of devel opnment than in a nerely
agricultural nation. At tinmes in the latter the agriculturist lives
chiefly on his own productions. Fromwant of nuch denmand for
various products and | ack of neans of transport, he is obliged to
produce for hinmself all his requirenents without regard to what his
land is nore specially fitted to produce; fromwant of neans of
exchange he nust nanufacture hinself the greater part of the
manuf actured articles which he requires. Fuel, building materials,
provi sions, and mineral products can find only a very limted
mar ket because of the absence of inproved nmeans of transport, and
hence cannot serve as articles for a distant trade.

Oning to the limted market and the Iimted denand for such
products, no inducenent for storing themor for the accunul ati on of
capital exists. Hence the capital devoted by nere agricultura
nations to internal comerce is alnost nil; hence all articles of
production, which depend especially on good or bad weather, are
subject to extraordinary fluctuation in prices; hence the danger of
scarcity and famne is therefore greater the nore any nation
restricts itself to agriculture.

The internal commerce of a nation mainly arises in consequence
of and in proportion to the activity of its internal manufactures,
of the inproved nmeans of transport called forth by them and of the
i ncrease of population, and attains an inportance which is ten to
twenty fold greater than the internal trade of a nerely
agricultural nation, and five to ten fold that of the nobst
flourishing foreign trade. If anyone will conpare the interna
commerce of England with that of Poland or Spain, he will find this
observation confirned.

The foreign comrerce of agricultural nations of the tenperate
zone, so long as it is limted to provisions and raw nmateri al s,
cannot attain to inportance.

Firstly, because the exports of the agricultural nation are
directed to a few manufacturing nations, which thenselves carry on
agriculture, and which indeed, because of their manufactures and
their extended commerce, carry it on on a nmuch nore perfect system
than the nmere agricultural nation; that export trade is therefore
neither certain nor uniform The trade in nere products is always
a matter of extraordinary specul ation, whose benefits fall nostly
to the speculating nerchants, but not to the agriculturists or to
the productive power of the agricultural nation

Secondl y, because the exchange of agricultural products for
forei gn manufactured goods is liable to be greatly interrupted by
the commercial restrictions of foreign states and by wars.

Thirdly, because the export of nere products chiefly benefits
countries which are situated near sea coasts and the banks of
navi gabl e rivers, and does not benefit the inland territory, which
constitutes the greater part of the territory of the agricultura
nati on.

Fourthly and finally, because the foreign nmanufacturing nation
may find it toits interest to procure its neans of subsistence and
raw materials fromother countries and newy fornmed col oni es.

Thus the export of German wool to England is dimnished by
inmportations into England from Australia; the exports of French and



German wi nes to England by inportations from Spain, Portugal,
Sicily, the Spanish and Portuguese islands, and fromthe Cape; the
exports of Prussian tinber by inportations from Canada.

In fact, preparations have already been nmade to supply Engl and
with cotton chiefly fromthe East Indies. If the English succeed in
restoring the old comercial route, if the new State of Texas
becomes strong, if civilisation in Syria and Egypt, in Mexico and
the South Anerican states progresses, the cotton planters of the
United States will also begin to perceive that their own interna
market will afford themthe safest, most uniform and constant
denmand.

In tenperate climates, by far the largest part of a nation's
foreign commerce originates in its internal manufactures, and can
only be rmmintained and augnented by nmeans of its own manufacturing
power .

Those nations only which produce all kinds of nanufactured
goods at the cheapest prices, can have comrercial connections with
the people of all climtes and of every degree of civilisation; can
supply all requirenents, or if they cease, create new ones; can
take in exchange every kind of raw materials and neans of
subsi stence. Such nations only can freight ships with a variety of
obj ects, such as are required by a distant nmarket which has no
i nternal manufactured goods of its own. Only when the export
freights thensel ves suffice to i ndemify the voyage, can ships be
| oaded with | ess valuable return freights.

The nost inportant articles of inportation of the nations of
the tenperate zone consist in the products of tropical climates, in
sugar, coffee, cotton, tobacco, tea, dye stuffs, cacao, spices, and
generally in those articles which are known under the nanme of
col onial produce. By far the greatest part of these products is
paid for with manufactured goods. In this interchange chiefly
consi sts the cause of the progress of industry in manufacturing
Countries of the tenperate zone, and of the progress of
civilisation and production in the countries of the torrid zone.
This constitutes the division of |abour, and conbi nati on of the
powers of production to their greatest extent, as these never
existed in ancient tines, and as they first originated fromthe
Dut ch and Engli sh.

Bef ore the di scovery of the route round the Cape, the East
still far surpassed Europe in nanufactures. Besides the precious
metal s and small quantities of cloth, linen, arns, iron goods, and
sonme fabrics of luxury, European articles were but little used
there. The transport by |and rendered both i nward and outward
conveyance expensive. The export of ordinary agricultural products
and common manuf actured goods, even if they had been produced in
excess, in exchange for the silks and cotton stuffs, sugar, and
spi ces, of the East, could not be hoped for. \Whatever we may,
therefore, read of the inportance of Oriental conmerce in those
times, nust always be understood relatively; it was inportant only
for that tine, but uninportant conpared with what it is now

The trade in the products of the torrid zone becane nore
i mportant to Europe through the acquisition of |arger quantities of
the precious netals in the interior and from America, and through
the direct intercourse with the East by the route round the Cape.
It could not, however, attain to universal inportance as |ong as
the East produced nore manufactured goods than she required.

This comrerce attained its present inportance through the
col oni sation of Europeans in the East and West Indies, and in North
and South Anerica through the transplantation of the sugar cane, of
the coffee tree, of cotton, rice, indigo, &c., through the
transportation of negroes as slaves to Anerica and the West [|ndies,



then through the successful conpetition of the European with the
East Indian manufacturers, and especially through the extension of
the Dutch and English sovereignty in foreign parts of the world,
while these nations, in contrast to the Spani ards and Portuguese,
sought and found their advantage nore in the exchange of
manuf act ured goods for colonial goods, than in extortion

This comrerce at present enpl oys the nost inportant part of the
| arge shipping trade and of the commercial and nmanufacturing
capital of Europe which is enployed in foreign comrerce; and al
the hundreds of mllions in value of such products which are
transported annually fromthe countries of the torrid zone to those
of the tenperate zone are, with but little exception, paid for in
manuf act ur ed goods.

The exchange of colonial products for manufactured goods is of
mani fold use to the productive powers of the countries of the
tenperate zone. These articles serve either, as e.g. sugar, coffee,
tea, tobacco, partly as stinulants to agricultural and
manuf acturi ng production, partly as actual neans of nourishnent;
the production of the manufactured goods which are required to pay
for the colonial products, occupies a | arger nunber of
manuf act urers; nmanufactories and nanufacturing busi ness can be
conducted on a much | arger scale, and consequently nore profitably;
this commerce, again, enploys a |arger nunber of ships, of seanen,
and nerchants; and through the manifold increase of the popul ation
t hus occasi oned, the demand for native agricultural products is
again very greatly increased

I n consequence of the reciprocal operation which goes on
bet ween manuf acturing production and the productions of the torrid
zone, the English consune on an average two to three tinmes nore
col oni al produce than the French, three to four times nore than the
Germans, five to ten tines nore than the Pol es.

Mor eover, the further extension of which colonial production is
still capable, may be recognised froma superficial calculation of
the area which is required for the production of those colonia
goods which are at present brought into comerce.

If we take the present consunption of cotton at ten million
centners, and the average produce of an acre (40,000 square feet)
only at eight centners, this production requires not nore than 1
1/4 mllion acres of land. If we estimate the quantity of sugar
brought into conmmerce at 14 nillion centners, and the produce of an
acre at 10 centners, this total production requires nerely 1 1/2
mllion acres.

If we assune for the remaining articles (coffee, rice, indigo,
spices, &c.) as much as for these two nmain articles, all the
col oni al goods at present brought into conmerce require no nore
than seven to eight mllion acres, an area which is probably not
the fiftieth part of the surface of the earth which is suitable for
the culture of such articles.

The English in the East Indies, the French in the Antilles, the
Dutch in Java and Sumatra, have recently afforded actual proof of
the possibility of increasing these productions in an extraordi nary
manner. has increased her inmports of cotton from Engl and,
especially, the East Indies fourfold, and the English papers
confidently maintain that Great Britain (especially if she succeeds
in getting possession of the old commercial route to the East
I ndies) could procure all her requirenments of colonial products in
the course of a few years fromindia. This anticipation will not
appear exaggerated if we take into consideration the i mense extent
of the English East Indian territory, its fertility, and the cheap
wages paid in those countries.



Wil e England in this manner gains advantage fromthe East
Indies, the progress in cultivation of the Dutch in the islands
will increase; in consequence of the dissolution of the Turkish
Empire a great portion of Africa and the west and mniddl e of Asia
wi |l becone productive; the Texans will extend North American
cul tivation over the whole of Mexico; orderly governnments will
settle down in South Anerica and pronpte the yield of the inmense
productive capacity of these tropical countries.

If thus the countries of the torrid zone produce enornously
greater quantities of colonial goods than heretofore, they wll
supply thensel ves with the neans of taking fromthe countries of
the tenperate zone nuch | arger quantities of nmanufactured goods;
and fromthe |arger sale of manufactured goods the manufacturers
will be enabled to consune | arger quantities of colonial goods. In
consequence of this increased production, and increase of the neans
of exchange, the commercial intercourse between the agriculturists
of the torrid zone and the nmanufacturers of the tenperate zone,

i.e. the great commerce of the world, will increase in future in a
far larger proportion than it has done in the course of the |ast
century.

This present increase, and that yet to be anticipated, of the
now great commerce of the world, has its origin partly in the great
progress of the manufacturing powers of production, partly in the
perfection of the neans of transport by water and by land, partly
in political events and devel opnents.

Through machi nery and new i nventions the inperfect
manuf acturi ng i ndustry of the East has been destroyed for the
benefit of the European manufacturing power, and the |latter enabl ed
to supply the countries of the torrid zone with large quantities of
fabrics at the cheapest prices; and thus to give them notives for
augnmenting their own powers of |abour and production.

I n consequence of the great inprovenents in neans of transport,
the countries of the torrid zone have been brought infinitely
nearer to the countries of the tenperate zone; their nutual
commercial intercourse has infinitely increased through di m nution
of risk, of tine enployed and of freights, and through greater
regularity; and it will increase infinitely nore as soon as steam
navi gati on has becone general, and the systens of railways extend
thenselves to the interior of Asia, Africa, and South Ameri ca.

Thr ough the secession of South Anerica from Spain and Portugal,
and t hrough the dissolution of the Turkish Enpire, a nmass of the
nmost fertile territories of the earth have been |liberated, which
now await with longing desire for the civilised nations of the
earth to lead themin peaceful concord along the path of the
security of law and order, of civilisation and prosperity; and
whi ch require nothing nmore than that nanufactured goods shoul d be
brought to them and their own productions taken in exchange.

One may see that there is sufficient roomhere for al
countries of Europe and North America which are fitted to devel op
a manuf acturing power of their own, to bring their manufacturing
production into full activity, to augnment their own consunption of
the products of tropical countries, and to extend in the sane
proportion their direct comercial intercourse with the latter

NOTES:
1. Esprit des Lois, Book xx. chap. xii.

Chapter 22



The manufacturing Power and Navi gation, Naval Power and
Col oni zati on

Manuf actures as the basis of a | arge hone and forei gn comerce
are al so the fundamental conditions of the existence of any
consi derabl e nmercantile marine. Since the nost inportant function
of inland transport consists in supplying manufacturers with fue
and building materials, raw materials and nmeans of subsistence, the
coast and river navigation cannot well prosper in a nmerely
agricultural State. The coast navigation, however, is the school
and the depbt of sailors, ships' captains, and of shipbuilding, and
hence in nmerely agricultural countries the main foundation for any
large maritine navigation is |acking.

I nternational comrerce consists principally (as we have shown
in the previous chapter) in the interchange of manufactured goods
for raw materials and natural products, and especially for the
products of tropical countries. But the agricultural countries of
the tenperate zone have nerely to offer to the countries of the
torrid zone what they thenmsel ves produce, or what they cannot make
use of, nanely, raw materials and articles of food; hence direct
conmerci al intercourse between themand the countries of the torrid
zone, and the ocean transport which arises fromit, is not to be
expected. Their consunption of colonial produce nust be limted to
those quantities for which they can pay by the sale of agricultura
products and raw materials to the manufacturing and commrercia
nations; they must consequently procure these articles second-hand.
In the commercial intercourse between an agricultural nation and a
manuf acturi ng commerci al nation, however, the greatest part of the
sea transport nust fall to the latter, even if it is not inits
power by nmeans of navigation laws to secure the lion's share to
itself.

Besi des internal and international comrerce, sea fisheries
occupy a considerabl e nunber of ships; but again fromthis branch
of industry, as a rule, nothing or very little falls to the
agricultural nation; as there cannot exist in it much demand for
the produce of the sea, and the manufacturing comrercial nations
are, out of regard to the mai ntenance of their naval power,
accustomed to protect their hone market exclusively for their own
sea fisheries.

The fleet recruits its sailors and pilots fromthe private
mercantil e marine, and experience has as yet always taught that
abl e sailors cannot be quickly drilled like |land troops, but nust
be trained up by serving in the coasting and internationa
navi gation and in sea fisheries. The naval power of nations wll
therefore always be on the sane footing with these branches of
maritime industry, it will consequently in the case of the nere
agricultural nation be alnost nil.

The hi ghest neans of devel opment of the nmanufacturing power, of
the internal and external commerce proceeding fromit, of any
consi derabl e coast and sea navi gation, of extensive sea fisheries,
and consequently of a respectable naval power, are col onies.

The nother nation supplies the colonies wth manufactured
goods, and obtains in return their surplus produce of agricultura
products and raw materials; this interchange gives activity to its
manuf act ures, augnents thereby its popul ati on and the demand for
its internal agricultural products, and enlarges its mercantile
mari ne and naval power. The superior power of the nother country in
popul ation, capital, and enterprising spirit, obtains through
col oni sati on an advant ageous outlet, which is again made good with
interest by the fact that a considerable portion of those who have
enriched thenselves in the colony bring back the capital which they



have acquired there, and pour it into the lap of the nother nation,
or expend their income init.

Agricultural nations, which already need the neans of formng
col onies, also do not possess the power of utilising and
mai ntai ni ng them Wat the col onies require, cannot be offered by
them and what they can offer the colony itself possesses.

The exchange of manufactured goods for natural products is the
fundanental condition on which the position of the present col onies
continues. On that account the United States of North America
seceded from Engl and as soon as they felt the necessity and the
power of manufacturing for thensel ves, of carrying on for
t hensel ves navi gati on and commerce with the countries of the torrid
zone; on that account Canada will al so secede after she has reached
the sane point, on that account independent agricultura
manuf acturing commercial States will also arise in the countries of
tenperate climte in Australia in the course of tine.

But this exchange between the countries of the tenperate zone
and the countries of the torrid zone is based upon natural causes,
and will be so for all time. Hence India has given up her
manuf act uri ng power with her independence to Engl and; hence al
Asiatic countries of the torrid zone will pass gradually under the
dom ni on of the manufacturing comrercial nations of the tenperate
zone; hence the islands of the torrid zone which are at present
dependent col onies can hardly ever |liberate themselves fromthat
condition; and the States of South America will always renain
dependent to a certain degree on the manufacturing comrercia
nations.

Engl and owes her imrense col onial possessions solely to her
sur passi ng manufacturing power. |f the other European nations w sh
al so to partake of the profitable business of cultivating waste
territories and civilising barbarous nations, or nations once
civilised but which are again sunk in barbarism they nust comrence
with the devel opnent of their own internal manufacturing powers, of
their nercantile marine, and of their naval power. And shoul d they
be hindered in these endeavours by Engl and's manuf act uri ng,
commerci al, and naval suprenacy, in the union of their powers lies
the only nmeans of reduci ng such unreasonabl e pretensions to
reasonabl e ones.

Chapter 23
The Manufacturing Power and the Instrunent of Circul ation

If the experience of the last twenty-five years has confirned,
as being partly correct, the principles which have been set up by
the prevailing theory in contradiction to the ideas of the
so-called 'mercantile' systemon the circulation of the precious
metal s and on the bal ance of trade, it has, on the other hand,
brought to light inportant weak points in that theory respecting
those subj ects.

Experience has proved repeatedly (and especially in Russia and
North Anerica) that in agricultural nations, whose manufacturing
mar ket is exposed to the free conpetition of a nation which has
attai ned manufacturing supremacy, the value of the inportation of
manuf act ured goods exceeds frequently to an enornmous extent the
val ue of the agricultural products which are exported, and that
thereby at tines suddenly an extraordinary exportation of precious
metal s i s occasi oned, whereby the economy of the agricultura
nation, especially if its internal interchange is chiefly based on
paper circulation, falls into confusion, and national calamities
are the result.



The popul ar theory nmaintains that if we provide ourselves with
the precious netals in the sane manner as every other article, it
is in the main indifferent whether large or snmall quantities of
precious netals are in circulation, as it nerely depends on the
relation of the price of any article in exchange whether that
article shall be cheap or dear; a derangenent in the rate of
exchange acts sinply like a premiumon a | arger exportation of
goods fromthat country, in favour of which it oscillates fromtine
to tinme: consequently the stock of nmetallic noney and the bal ance
bet ween the inports and exports, as well as all the other
economi cal circunstances of the nation, would regul ate thensel ves
in the safest and best nmanner by the operation of the natura
course of things.

This argunent is perfectly correct as respects the interna
i nterchange of a nation; it is denonstrated in the conmmercia
i ntercourse between town and town, between town and country
districts, between province and province, as in the union between
State and State. Any political econoni st woul d be deserving of pity
who believed that the bal ance of the nutual inports and exports
between the various states of the Anerican Union or the Gernman
Zol Il verein, or between England, Scotland, and Ireland, can be
regul ated better through State regulations and | aws t han through
free interchange. On the hypothesis that a sinilar union existed
bet ween the various states and nations of the earth, the argunent
of the theory of trusting to the natural course of things would be
qui te consistent. Nothing, however, is nore contrary to experience
than to suppose under the existing conditions of the world that in
i nternational exchange things act with sinilar effect.

The inports and exports of independent nations are regul ated
and controlled at present not by what the popular theory calls the
natural course of things, but nostly by the comrercial policy and
the power of the nation, by the influence of these on the
conditions of the world and on foreign countries and peopl es, by
col oni al possessions and internal credit establishnents, or by war
and peace. Here, accordingly, all conditions shape thenselves in an
entirely different manner than between societies which are united
by political, legal, and adm nistrative bonds in a state of
unbr oken peace and of perfect unity of interests.

Let us take into consideration as an exanple the conditions
bet ween Engl and and North Anerica. If England fromtinme to tine
throws | arge masses of manufactured goods on to the North American
market; if the Bank of England stinulates or restricts, in an
extraordi nary degree, the exports to North America and the credit
granted to her by its raising or lowering its discount rates; if,
in addition to and as a consequence of this extraordinary glut of
the American market for nmanufactured goods, it happens that the
Engl i sh manufactured goods can be obtai ned cheaper in North Anmerica
than in Engl and, nay, sonetines nuch bel ow the cost price of
production; if thus North Anerica gets into a state of perpetua
i ndebt edness and of an unfavourabl e condition of exchange towards
Engl and, yet would this disorganised state of things readily
rectify itself under a state of perfectly unrestricted exchange
bet ween the two countries. North America produces tobacco, tinber,
corn, and all sorts of means of subsistence very much cheaper than
Engl and does. The nore Engli sh manufactured goods go to North
America, the greater are the neans and i nducenents to the Anmerican
pl anter to produce commpdities of value sufficient to exchange for
them the nore credit is given to himthe greater is the inpulse to
procure for himself the means of discharging his liabilities; the
nmore the rate of exchange on England is to the di sadvant age of
North America, the greater is the inducenment to export American



agricultural products, and hence the nore successful will be the
conpetition of the American agriculturist in the English produce
mar ket .

I n consequence of these exportations the adverse rate of
exchange woul d speedily rectify itself; indeed, it could not even
reach any very unfavourabl e point, because the certain anticipation
in North America that the indebtedness which had been contracted
through the large inportation of manufactured goods in the course
of the present year, would equalise itself through the surplus
production and increased exports of the conming year, would be
foll owed by easier accombpdation in the noney market and in credit.

Such woul d be the state of things if the interchange between
the English manufacturer and the Anerican agriculturist were as
little restricted as the interchange between the English
manuf acturer and the Irish agriculturist is. But they are and nust
be different: if England inposes a duty on Anmerican tobacco of from
five hundred to one thousand per cent; if she renders the
importation of Anmerican tinber inpossible by her tariffs, and
admts the American nmeans of subsistence only in the event of
famne, for at present the Anmerican agricultural production cannot
bal ance itself with the Anerican consunption of English
manuf act ured goods, nor can the debt incurred for those goods be
liquidated by agricultural products; at present the Anmerican
exports to England are linmted by narrow bounds, while the English
exports to North Anerica are practically unlimted; the rate of
exchange between both countries under such circunstances cannot
equalise itself, and the indebtedness of America towards Engl and
must be di scharged by exports of bullion to the latter country.

These exports of bullion, however, as they undernine the
Ameri can system of paper circul ation, necessarily lead to the ruin
of the credit of the Anerican banks, and therewith to genera
revolutions in the prices of |anded property and of the goods in
circulation, and especially to those general confusions of prices
and credit which derange and overturn the econony of the nation,
and with which, we may observe, that the North Anerican free States
are visited whenever they have found them sel ves unable to restore
a bal ance between their inports and their exports by State tariff
regul ati ons.

It cannot afford any great consolation to the North Anmerican
that in consequence of bankruptcies and di m ni shed consunption, the
i mports and exports between both countries are at a later period
restored to a tolerable proportion to one another. For the
destruction and convul sions of comerce and in credit, as well as
the reduction in consunption, are attended with di sadvantages to
the wel fare and happi ness of individuals and to public order, from
whi ch one cannot very quickly recover and the frequent repetition
of which nust necessarily | eave permanently, ruinous consequences.

Still less can it afford any consolation to the North
Americans, if the popular theory maintains that it is an
indifferent matter whether large or small quantities of precious
metals are in circulation; that we exchange products nerely for
products; whether this exchange is made by neans of |arge or snall
quantities of netallic circulation is of no inportance to
i ndividuals. To the producer or proprietor it certainly may be of
no consequence whet her the object of his production or of his
possession is worth 100 centines or 100 francs, provided al ways
that he can procure with the 100 centines as large a quantity of
obj ects of necessity and of enjoynent as he can with the 100
francs. But low or high prices are thus a matter of indifference
only in case they remain on the sanme footing uninterruptedly for a



| ong period of tine.

If, however, they fluctuate frequently and violently,

di sarrangenents arise which throw the econony of every individual,
as well as that of society, into confusion. Woever has purchased
raw materials at high prices, cannot under |ow prices, by the sale
of his manufactured article, realise again that sumin precious
metal s which his raw materials have cost him Woever has bought at
hi gh prices | anded property and has left a portion of the purchase
nmoney as a nortgage debt upon it, loses his ability of paynment and
his property; because, under dim nished prices, probably the val ue
of the entire property will scarcely equal the anobunt of the

nmort gage. Whoever has taken | eases of property under a state of
hi gh prices, finds himself ruined by the decrease in prices, or at
| east unable to fulfil the covenants of his | eases. The greater the
rising and falling of prices, and the nore frequently that
fluctuations occur, the nmore ruinous is their effect on the
economi cal conditions of the nation and especially on credit. But
nowhere are these di sadvant ageous effects of the unusual influx or
effl ux of precious metals seen in a nore glaring light than in
those countries which are entirely dependent on foreign nations in
respect of their manufacturing requirenents and the sale of their
own products, and whose commercial transactions are chiefly based
on paper circulation

It is acknow edged that the quantity of bank notes which a
country is able to put into and to maintain in circulation, is
dependent on the | argeness of the anpbunt of netallic nobney which it
possesses. Every bank will endeavour to extend or limt its paper
circulation and its business in proportion to the anpunt of
precious netals lying inits vaults. If the increase inits own
money capital or in deposits is large, it will give nore credit;
and through this credit, increase the credit given by its debtors,
and by so doing raise the anpbunt of consunption and prices;
especially those of |anded property. If, on the contrary, an efflux
of precious netals is perceptible, such a bank will limt its
credit, and thereby occasion restriction of credit and consunption
by its debtors, and by the debtors of its debtors, and so on to
those who by credit are engaged in bringing into consunption the
i mported manufactured goods. In such countries, therefore, the
whol e system of credit, the market for goods and products, and
especially the nmoney value of all |anded property, is thrown into
confusion by any unusual drain of netallic noney.

The cause of the latest as well as of former Anerican
commercial crises, has been alleged to exist in the American
banki ng and paper system The truth is that the banks have hel ped
to bring about these crises in the manner above naned, but the nmain
cause of their occurrence is that since the introduction of the
conprom se, bill the value of the English manufactured goods has
far surpassed the value of the exported Anmerican products, and that
thereby the United States have becone indebted to the English to
the amobunt of several hundreds of millions for which they could not
pay in products. The proof that these crises are occasi oned by
di sproportionate inportation is, that they have al ways taken pl ace
whenever (in consequence of peace having set in or of a reduction
bei ng made in the American custons duties) inportation of
manuf act ured goods into the United States has been unusually |arge,
and that they have never occurred as long as the inports of goods
have been prevented by custons duties on inports from exceeding the
val ue of the exports of produce.

The blame for these crises has further been laid on the | arge
capital which has been expended in the United States in the
construction of canals and railways, and which has nostly been



procured from Engl and by neans of |oans. The truth is that these in
| oans have nerely assisted in delaying the crises for severa

years, and increasing it when it arose; but these very | oans

t hensel ves have evidently been incurred through the inequality

whi ch had arisen between the inports and exports, and but for that
inequality would not have been nade and coul d not have been nade.

While North Anerica becane indebted to the English for |arge
suns through the large inportation of manufactured goods which
could not be paid for in produce, but only in the precious netals,
the English were enabled, and in consequence of the unequal rates
of exchange and interest found it to their advantage, to have this
bal ance paid for in Anerican railway, canal and bank stocks, or in
Ameri can State paper.

The nore the inport of manufactured goods into Anerica
surpassed her exports in produce, and the greater that the denmand
for such paper in England becane, the nore were the North Anmericans
incited to enbark in public enterprises; and the nore that capita
was invested in such enterprises in North Arerica, the greater was
the demand for English manufactured goods, and at the same tine the
di sproportion between the Anerican inports and exports.

If on the one hand the inportation of English manufactured
goods into North Anerica was pronoted by the credit given by the
Ameri can banks, the Bank of England on the other side through the
credit facilities which it gave and by its |ow rates of discount
operated in the sane direction. It has been proved by an officia
account of the English Conmittee on Trade and Manuf actures, that
the Bank of England | essened (in consequence of these discounts)
the cash in its possession fromeight mllion pounds to two
mllions. It thereby on the one hand weakened the effect of the
American protective systemto the advantage of the English
conpetition with the Anerican nanufactories; on the other hand it
thus offered facilities for, and stimulated, the placing of
Ameri can stocks and State paper in England. For as |ong as noney
could be got in England at three per cent. the Anerican contractors
and | oan procurers who offered six per cent interest had no | ack of
buyers of their paper in England.

These conditions of exchange afforded the appearance of nuch
prosperity, although under themthe Anerican manufactories were
bei ng gradually crushed. For the American agriculturists sold a
great part of that surplus produce which under free trade they
woul d have sold to Engl and, or which under a noderate system of
protection of their own nmanufactories they would have sold to the
wor ki ng nmen enpl oyed therein, to those workmen who were enpl oyed in
public works and who were paid with English capital. Such an
unnatural state of things could not, however, last long in the face
of opposing and divided national interests, and the break up of it
was the nore di sadvantageous to North Anerica the longer it was
repressed. As a creditor can keep the debtor on his legs for a |long
time by renewal s of credit, but the bankruptcy of the debtor nust
becone so nmuch the greater the | onger he is enabled to prolong a
course of ruinous trading by nmeans of continually augnented credit
fromthe creditor, so was it also in this case.

The cause of the bankruptcy in Anerica was the unusual export
of bullion which took place fromEngland to foreign countries in
consequence of insufficient crops and in consequence of the
Continental protective systens. W say in consequence of the
Continental protective systens, because the English -- if the
Eur opean Continental narkets had renmi ned open to them-- would
have covered their extraordinary inportations of corn fromthe
Continent chiefly by nmeans of extraordinary export of English



manuf act ured goods to the Continent, and because the English
bullion -- even had it flown over for a tine to the continent --
woul d agai n have found its way back to England in a short tine in
consequence of the augnented export of manufactured goods. In such
a case the Continental manufactories would undoubtedly have fallen
a sacrifice to the English-American conmmerci al operations.

As matters stood, however, the Bank of England could only help
itself by limting its credit and increasing its rate of discount.
I n consequence of this measure not only the demand for nore
Ameri can stocks and State paper fell off in England, but also such
paper as was already in circulation now forced itself nore on the
mar ket. The United States were thereby not nerely deprived of the
means of covering their current deficit by the further sale of
paper, but paynment of the whole debt they had contracted in the
course of many years with England by neans of their sales of stocks
and State paper becanme liable to be denmanded in noney. |t now
appeared that the cash circulation in Arerica really belonged to
the English. It appeared yet further that the English could dispose
of that ready nobney on whose possessi on the whol e bank and paper
systemof the United States was based, according to their own
inclination. If, however, they disposed of it, the American bank
and paper systemwould tunble down |ike a house built of cards, and
with it the foundation would fall whereon rested the prices of
| anded property, consequently the econom cal neans of existence of
a great nunber of private persons.

The American banks tried to avoid their fall by suspending
speci e paynents, and indeed this was the only neans of at |east
modi fying it; on the one hand they tried by this nmeans to gain tine
so as to decrease the debt of the United States through the yield
of the new cotton crops and to pay it off by degrees in this
manner; on the other hand they hoped by neans of the reduction of
credit occasioned by the suspension to | essen the inports of
Engl i sh manufactured goods and to equalise themin future with
their own country's exports.

How far the exportation of cotton can afford the means of
bal ancing the inportation of manufactured goods is, however, very
doubtful. For nore than twenty years the production of this article
has constantly outstripped the consunption, so that with the
i ncreased production the prices have fallen nore and nore. Hence it
happens that, on the one hand, the cotton manufacturers are exposed
to severe conpetition with Iinen manufactures, perfected as these
are by greatly inproved machi nery; while the cotton planters, on
the other hand, are exposed to it fromthe planters of Texas,
Egypt, Brazil, and the East Indies.

It must, in any case, be borne in nind that the exports of
cotton of North America benefit those States to the |east extent
whi ch consune nost of the English manufactured goods

In these States, nanely, those which derive fromthe
cultivation of corn and fromcattle-breeding the chief means of
procuring manufactured goods, a crisis of another kind now
mani fests itself. In consequence of the large inportation of
Engl i sh manuf actured goods the Anerican manufactures were
depressed. Al increase in population and capital was thereby
forced to the new settlenents in the west. Every new settl enent
i ncreases at the commencenent the demand for agricultural products,
but yields after the | apse of a few years considerabl e surplus of
them This has already taken place in those settlenents. The
Western States will therefore pour, in the course of the next few
years, into the Eastern States considerable surplus produce, by the
new y constructed canals and railways; while in the Eastern States,
i n consequence of their manufactories being depressed by foreign



conpetition, the nunber of consuners has decreased and nust
continually decrease. Fromthis, depreciation in the val ue of
produce and of |and nust necessarily result, and if the Union does
not soon prepare to stop up the sources fromwhich the
above-descri bed noney crises enanate, a general bankruptcy of the
agriculturists in the corn-producing States i s unavoi dabl e.

The commrercial conditions between England and North Anerica
whi ch we have above expl ai ned, therefore teach

(1) That a nation which is far behind the English in capita
and manufacturing power cannot permt the English to obtain a
predom nating conpetition on its manufacturing market w thout
becom ng permanently indebted to them w thout being rendered
dependent on their noney institutions, and drawn into the whirl poo
of their agricultural, industrial, and comrercial crises.

(2) That the English national bank is able by its operations to
depress the prices of English nanufactured goods in the Anerican
mar ket s which are placed under its influence -- to the advantage of
the English and to the disadvantage of the American manufactori es.

(3) That the English national bank could effect by its
operations the consunption by the North Americans, for a series of
years, of a nmuch | arger value of inported goods than they would be
able to repay by their exportation of products, and that the
Ameri cans had to cover their deficit during several years by the
exportation of stocks and State paper

(4) That under such circunstances the Anericans carried on
their internal interchange and their bank and paper-nobney system
wi th ready noney, which the English bank was able to draw to itself
for the nost part by its own operations whenever it felt inclined
so to do.

(5) That the fluctuations in the noney market under al
circunstances act on the econony of the nations in a highly
di sadvant ageous manner, especially in countries where an extensive
bank and paper-nobney systemis based on the possession of certain
quantities of the precious netals.

(6) That the fluctuations in the noney nmarket and the crises
which result therefromcan only be prevented, and that a solid
banki ng system can only be founded and mmintained, if the inports
of the country are placed on a footing of equality to the exports.

(7) That this equality can less easily be maintained in
proportion as foreign manufactured goods can successfully conpete
in the honme manufacturing markets, and in proportion as the
exportation of native agricultural products is limted by foreign
commercial restrictions; finally, that this equality can |ess
easily be disturbed in proportion as the nation is independent of
foreign nations for its supply of manufactured goods, and for the
di sposal of its own produce

These doctrines are also confirnmed by the experience of Russia.
We may renmenber to what convul sions public credit in the Russian
Enpi re was subjected as |ong as the market there was open to the
over whel mi ng consi gnments of English manufactured goods, and that
since the introduction of the tariff of 1821 no simlar convul sion
has occurred i n Russi a.

The popul ar theory has evidently fallen into the opposite
extrene to the errors of the so-called nercantile system It would
be of course false if we maintained that the wealth of nations
consisted nerely in precious netals; that a nation can only becone
wealthy if it exports nore goods than it inports, and if hence the
bal ance is discharged by the inportation of precious netals. But it
is also erroneous if the popul ar theory nmintains, under the
existing conditions of the world, that it does not signify how nuch



or howlittle precious metals circulate in a nation; that the fear
of possessing too little of the precious nmetals is a frivol ous one,
that we ought rather to further their exportation than favour their
i mportation, &. &c. This manner of reasoning would only be correct
in case we could consider all nations and countries as united under
one and the sane systemof law, if no comrercial restrictions of
any kind against the exportation of our products existed in those
nations for whose manufactured goods we can only repay with the
productions of our agriculture; if the changes w ought by war and
peace caused no fluctuations in production and consunption, in
prices, and on the noney market; if the great credit institutions
do not seek to extend their influence over other nations for the
special interest of the nation to which they belong. But as long as
separate national interests exist, a wise State policy will advise
every great nation to guard itself by its commercial system agai nst
extraordi nary noney fluctuations and revolutions in prices which
overturn its whole internal econony, and it will attain this
purpose only by placing its internal manufacturing production in a
position of proper equality with its internal agricultura
production and its inports with its exports.

The prevailing theory has evidently not sufficiently
di scrim nated between the nere possession of the precious netals
and the power of disposition of the precious netals in
i nternational interchange. Even in private exchange, the necessity
of this distinction is clearly evident. No one wi shes to keep noney
by him everyone tries to remove it fromthe house as soon as
possi bl e; but everybody at the sane tine seeks to be able to
di spose at any tine of the sums which he requires. The indifference
in regard to the actual possession of ready noney is manifested
everywhere in proportion to wealth. The richer the individual is,
the | ess he cares about the actual possession of ready noney if
only he is able at any hour to dispose of the ready cash lying in
the safes of other individuals; the poorer, however, the individua
is, and the smaller his power of disposing of the ready noney |ying
in other people's hands, the nore anxi ously must he take care to
have in readi ness what is required. The sane is the case with
nations which are rich in industry or poor in industry. If England
cares but little as a rule about how great or how snall a quantity
of gold or silver bars are exported out of the country, she is
perfectly well aware that an extraordi nary export of precious
metal s occasi ons on the one hand a rise in the value of noney and
in discount rates, on the other hand a fall in the prices of
fabrics, and that she can regain through | arger exportation of
fabrics or through realisation of foreign stocks and State paper
speedy possession of the ready noney required for her trade.

Engl and resenbl es the rich banker who, wi thout having a thaler in
hi s pocket, can draw for any sum he pl eases on nei ghbouring or nore
di stant busi ness connections. If, however, in the case of nerely
agricultural nations extraordi nary exports of coin take place, they
are not in the sane favourabl e position, because their neans of
procuring the ready noney they require are very limted, not nerely
on account of the snmall value in exchange of their products and
agricultural values, but also on account of the hindrances which
foreign laws put in the way of their exportation. They resenble the
poor man who can draw no bills on his business friends, but who is
drawn upon if the rich man gets into any difficulty; who can,
therefore, not even call what is actually in his hands, his own.

A nation obtains the power of disposition of the anpunt of
ready noney which is always required for its internal trade, mainly
t hrough the possession or the production of those goods and val ues
whose facility of exchange approaches nost nearly to that of the



preci ous netals.

The diversity of this property of the facility of exchange in
respect to the various articles of commerce and of property, has
been as little taken into consideration by the popul ar school of
econom sts in judging of international comrerce, as the power of
di sposition of the precious netals. If we consider in this respect
the various articles of value existing in private interchange, we
perceive that many of themare fixed in such a way that their val ue
i s exchangeabl e only on the spot where they are, and that even
there their exchange is attended with great costs and difficulties.
To that class belong nore than three-fourths of all national
property-nanely, inmmovable properties and fixed plant and
instruments. However |large the | anded property of an individual may
be, he cannot send his fields and nmeadows to town in order to
obtai n noney or goods for them He can, indeed, raise nortgages on
such property, but he nust first find a | ender on them and the
further fromhis estate that such an individual resides, the
smaller will be the probability of the borrower's requirenents
bei ng sati sfied.

Next after property thus fixed to the locality, the greatest
part of agricultural products (excepting colonial produce and a few
| ess valuable articles) have in regard to international intercourse
the least facility for exchange. The greatest part of these val ues,
as e.g. building materials and wood for fuel, bread stuffs, &c.,
fruit, and cattle, can only be sold within a reasonabl e di stance of
the place where they are produced, and if a great surplus of them
exi sts they have to be warehoused in order to becone realisable. So
far as such products can be exported to foreign countries their
sale again is limted to certain manufacturing and comrerci al
nations, and in these also their sale is generally limted by
duties on inportation and is affected by the larger or smaller
produce of the purchasing nation's own harvests. The inland
territories of North America m ght be conpletely overstocked with
cattle and products, but it would not be possible for themto
procure through exportation of this excess considerabl e anmounts of
the precious netals from South Anerica, from England, or fromthe
Eur opean continent. The val uabl e manufactured goods of commpn use,
on the other hand, possess inconparably greater facilities for
exchange. They find at ordinary tinmes a sale in all open nmarkets of
the world; and at extraordinary crises they also find a sale (at
| ower prices) in those narkets whose protective tariffs are
calculated to operate adversely nerely in ordinary tines. The power
of exchange of these articles clearly approaches nost nearly to
that of the precious netals, and the experience of England shows
that if in consequence of deficient harvests nobney crises occur,
the increased exportation of fabrics, and of foreign stocks and
State paper, quickly rectifies the balance. The latter, the foreign
stocks and State paper, which are evidently the results of forner
favourabl e bal ances of exchange caused by exportations of fabrics,
constitute in the hands of the nation which is rich in
manuf acturing industry so many bills which can be drawn on the
agricultural nation, which at the time of an extraordi nary denmand
for the precious netals are indeed drawn with loss to the
i ndi vi dual owner of them (like the manufactured goods at the tine
of noney crises), but, nevertheless, with i nmense advantage to the
mai nt enance of the econom cal conditions of that nation which is
rich in manufacturing industry.

However nuch the doctrine of the balance of trade nay have been
scorned by the popul ar school, observations |ike those above
descri bed encourage us neverthel ess to express the opinion that



bet ween | arge and i ndependent nations sonething of the nature of a
bal ance of trade nust exist; that it is dangerous for great nations
to remain for a |long period at very consi derabl e disadvantage in
respect of this balance, and that a considerable and |lasting effl ux
of the precious netals nmust always be followed as a consequence by
important revolutions in the systemof credit and in the condition
of prices in the interior of the nation. W are far fromw shing in
these remarks to revive the doctrine of the balance of trade as it
exi sted under the so-called '"nmercantile system' and to naintain
that the nation ought to i npose obstacles in the way of the
exportation of precious netals, or that we nmust keep a specially
exact account with each individual nation, or that in the comerce
between great nations a fewnillions difference between the inports
and exports is of great nonent. What we deny is nmerely this: that

a great and independent nation, as Adam Snmith maintains at the
concl usion of his chapter devoted to this subject,(1*) 'nmay
continually inmport every year considerably |arger values in
products and fabrics than it exports; that the quantities of
precious netals existing in such a nation nmay decrease considerably
fromyear to year and be replaced by paper circulation in the
interior; noreover, that such a nation may allow its indebtedness
towards another nation continually to increase and expand, and at
the same tinme neverthel ess nmake progress fromyear to year in

prosperity.
Thi s opi nion, expressed by Adam Smith and naintained since that
time by his school, is alone that which we here characterise as one

that has been contradicted a hundred tines by experience, as one
that is contrary in the very nature of things to common sense, in
one word (to retort upon Adam Smith his own energetic expression)
as 'an absurdity."'

It must be well understood that we are not speaking here of
countries which carry on the production of the precious netals
thensel ves at a profit, fromwhich therefore the export of these
articles has quite the character of an export of manufactured
goods. W are al so not speaking of that difference in the bal ance
of trade which nmust necessarily arise if the nation rates its
exports and inports at those prices which they have in their own
seaport towns. That in such a case the anobunt of inports of every
nation nust exceed its exports by the total anmount of the nation's
own conmmercial profits (a circunstance which speaks to its
advantage rather than to its disadvantage), is clear and
i ndi sputable. Still less do we nean to deny the extraordi nary cases
where the greater exportation rather denotes |oss of value than
gain, as e.qg. if property is lost by shipweck. The popul ar schoo
has made cl ever use of all those delusions arising froma
shopkeeper-1ike cal cul ati on and conpari son of the value of the
exchanges arising fromthe exports and inports, in order to nmake us
di sbelieve in the di sadvantages which result froma real and
enor nous di sproportion between the exports and inports of any great
and i ndependent nation, even though such di sproportion be not
per manent, whi ch shows itself in such i mense suns as for instance
in the case of France in 1786 and 1789, in that of Russia in 1820
and 1821, and in that of the United States of North America after
the 'Conpronise Bill.'

Finally, we desire to speak (and this nust be specially noted)
not of col onies, not of dependent countries, not of snmall states or
of single independent towns, but of entire, great, independent
nations, which possess a comercial systemof their own, a nationa
system of agriculture and industry, a national system of noney and
credit.

It evidently consists with the character of colonies that their



exports can surpass their inports considerably and continuously,

wi t hout thereby involving any conclusion as to the decrease or
increase of their prosperity. The col ony always prospers in the
proportion in which the total anount of its exports and inports

i ncreases year by year. If its export of colonial produce exceeds
its inmports of nanufactured goods considerably and lastingly the
mai n cause of this may be that the | anded proprietors of the col ony
live in the nother country, and that they receive their incone in

t he shape of colonial goods, in produce, or in the noney which has
been obtained for them |f, however, the exports of fabrics to the
col ony exceed the inports of colonial goods considerably, this may
be chiefly due to the fact that by emigrations or |oans fromyear
to year |arge nmasses of capital go to the colony. This latter
circunstance is, of course, of the utnost advantage to the
prosperity of the colony. It can continue for centuries and yet
commercial crises under such circunstances may be infrequent or

i mpossi bl e, because the colony is endangered neither by wars nor by
hostil e comrerci al nmeasures, nor by operations of the national bank
of the nother country, because it possesses no i ndependent system
of commerce, credit, and industry peculiar to itself, but is, on
the contrary, supported and constantly upheld by the institutions
of credit and political neasures of the nother country.

Such a condition existed for nore than a century w th advantage
between North Anerica and Engl and, exists still between England and
Canada, and will probably exist for centuries between England and
Austral i a.

This condition becones fundanental |y changed, however, fromthe
nmonent in which the col ony appears as an i ndependent nation with
every claimto the attributes of a great and i ndependent
nationality -- in order that it may devel op a power and policy of
its own and its own special system of commerce and credit. The
former colony then enacts laws for the special benefit of its own
navi gati on and naval power -- it establishes in favour of its own
internal industry a custons tariff of its own; it establishes a
national bank of its own, &c., provided nanely that the new nation
thus passing fromthe position of a colony to i ndependence feels
itself capable, by reason of the nental, physical, and econonica
endownents which it possesses, of becoming an industrial and
commercial nation. The nother country, in consequence, places
restrictions, on its side, on the navigation, comrerce, and
agricul tural production of the former colony, and acts, by its
institutions of credit, exclusively for the maintenance of its own
nati onal econom cal conditions.

But it is precisely the instance of the North American col onies
as they existed before the Ameri can War of |ndependence by which
Adam Snith seeks to prove the above-nentioned highly paradoxica
opi nion: that a country can continually increase its exportation of
gold and silver, decrease its circulation of the precious netals,
extend its paper circulation, and increase its debts contracted
with other nations while enjoying simultaneously steadily
i ncreasing prosperity. Adam Smth has been very careful not to cite
the exanpl e of two nations which have been independent of one
anot her for sone tine, and whose interests of navigation, commerce,
i ndustry, and agriculture are in conpetition with those of other
rival nations, in proof of his opinion he nerely shows us the
relation of a colony to its nother country. If he had lived to the
present time and only witten his book now, he woul d have been very
careful not to cite the exanple of North America, as this exanple
proves in our days just the opposite of what he attenpts by it to
denonstrate.



Under such circunstances, however, it may be urged agai nst us
that it would be inconparably nore to the advantage of the United
States if they returned again to the position of an English col ony.
To this we answer, yes, provided always that the United States do
not know how to utilise their national independence so as to
cultivate and develop a national industry of their own, and a
sel f-supporting system of conmmerce and credit which is independent
of the world outside. But (it nay be urged) is it not evident that
if the United States had continued to exist as a British colony no
English corn | aw woul d ever have been passed; that Engl and woul d
never have inposed such high duties on American tobacco; that
continual quantities of tinber would have been exported fromthe
United States to Engl and; that England, far fromever entertaining
the i dea of pronoting the production of cotton in other countries,
woul d have endeavoured to give the citizens of the United States a
monopoly in this article, and to maintain it; that consequently
commerci al crises such as have occurred within the | ast decades in
North Anmerica, would have been inpossible? Yes; if the United
States do not manufacture, if they do not found a durable system of
credit of their own; if they do not desire or are not able to
devel op a naval power. But then, in that case, the citizens of
Boston have thrown the tea into the sea in vain; then all their
decl amation as to i ndependence and future national greatness is in
vain: then indeed would they do better if they re-enter as soon as
possi bl e into dependence on England as her colony. In that event
Engl and will favour theminstead of inposing restrictions on them
she will rather inpose restrictions on those who conpete with the
North Americans in cotton culture and corn production, &c. than
raise up with all possible energy conpetitors agai nst them The
Bank of England will then establish branch banks in the United
States, the English Government will pronote enigration and the
export of capital to Anerica, and through the entire destruction of
the Anerican manufactories, as well as by favouring the export of
American raw materials and agricultural produce to England, take
mat ernal care to prevent comercial crises in North Anerica, and to
keep the inports and exports of the colony always at a proper
bal ance with one another. In one word, the American slavehol ders
and cotton planters will then realise the fulfilnent of their
finest dreans. In fact, such a position has already for sone tine
past appeared to the patriotism the interests, and requirenents of
these planters nore desirable than the national independence and
greatness of the United States. Only in the first enotions of
l'iberty and i ndependence did they dream of industrial independence.
They soon, however, grew cooler, and for the last quarter of a
century the industrial prosperity of the middle and eastern states
is to theman abom nation; they try to persuade the Congress that
the prosperity of Anerica depends on the industrial sovereignty of
Engl and over North Anerica. Wat else can be neant by the assertion
that the United States would be richer and nore prosperous if they
again went over to England as a col ony?

In general it appears to us that the defenders of free trade
woul d argue nore consistently in regard to noney crises and the
bal ance of trade, as well as to manufacturing industry, if they
openly advised all nations to prefer to subject thenselves to the
Engl i sh as dependenci es of England, and to demand in exchange the
benefits of beconi ng English col onies, which condition of
dependence woul d be, in economi cal respects, clearly nore
favourable to themthan the condition of half independence in which
those nations |Iive who, w thout naintaining an i ndependent system
of industry, commerce, and credit of their own, neverthel ess al ways
want to assume towards England the attitude of independence. Do not



we see what Portugal would have gained if she had been governed
since the Methuen Treaty by an English viceroy -- if England had
transplanted her |laws and her national spirit to Portugal, and
taken that country (like the East Indian Enpire) altogether under
her wi ngs? Do not we perceive how advant ageous such a condition
woul d be to Germany -- to the whol e European continent?

India, it is true, has |lost her manufacturing power to Engl and,
but has she not gained considerably in her internal agricultura
production and in the exportation of her agricultural products?
Have not the forner wars under her Nabobs ceased? Are not the
native Indian princes and kings extrenely well off? Have they not
preserved their large private revenues? Do not they find thensel ves
thereby conpletely relieved of the weighty cares of governnent?

Moreover, it is worthy of notice (though it is so after the
manner of those who, |ike Adam Smith, nmake their strong points in
mai nt ai ni ng paradoxi cal opinions) that this renowned author, in
spite of all his argunments agai nst the existence of a bal ance of
trade, nmmintains, neverthel ess, the existence of a thing which he
calls the bal ance between the consunption and production of a
nation, which, however, when brought to |light, means nothing el se
but our actual balance of trade. A nation whose exports and inports
tolerably well bal ance each other, may rest assured that, in
respect of its national interchange, it does not consune nuch nore
in value than it produces, while a nation which for a series of
years (as the United States of Anerica have done in recent years)
inmports larger quantities in value of foreign nanufactured goods
than it exports in value of products of its own, may rest assured
that, in respect to international interchange, it consunes
considerably larger quantities in value of foreign goods than it
produces at honme. For what else did the crises of France
(1786-1789), of Russia (1820-1821), and of the United States since
1833, prove?

In concluding this chapter we nust be permitted to put a few
questions to those who consider the whole doctrine of the bal ance
of trade as a nere exploded fallacy.

How is it that a decidedly and continuously di sadvant ageous
bal ance of trade has al ways and without exception been acconpani ed
in those countries to whose detrinent it existed (with the
exception of colonies) by internal comercial crises, revol utions
in prices, financial difficulties, and general bankruptcies, both
in the public institutions of credit, and anong the individua
mer chants, manufacturers, and agriculturists?

How is it that in those nations which possessed a bal ance of
trade decidedly in their favour, the opposite appearances have
al ways been observed, and that commercial crises in the countries
wi th which such nations were connected comercially, have only
af fected such nations detrinentally for periods which passed away
very quickly?

How is it that since Russia has produced for herself the
greatest part of the manufactured goods which she requires, the
bal ance of trade has been decidedly and lastingly in her favour,
that since that tinme nothing has been heard of econom ca
convul sions in Russia, and that since that tinme the interna
prosperity of that enpire has increased year by year?

Howis it that in the United States of North America the sane
effects have always resulted fromsinmlar causes? Howis it that in
the United States of North Anerica, under the large inportation of
manuf act ured goods which followed the 'Conpronmise bill," the
bal ance of trade was for a series of years so decidedly adverse to
them and that this appearance was acconpani ed by such great and



conti nuous convul sions in the internal econony of that nation?

How is it that we, at the present nonent, see the United States
so glutted with prinmitive products of all kinds (cotton, tobacco,
cattle, corn, &.) that the prices of them have fallen everywhere
one-hal f, and that at the sanme tine these states are unable to
bal ance their exports with their inports, to satisfy their debt
contracted with England, and to put their credit again on sound
footing?

Howis it, if no balance of trade exists, or if it does not
signify whether it is in our favour or not, if it is a matter of
i ndi fference whether nmuch or little of the precious netals flows to
foreign countries, that England in the case of failures of harvests
(the only case where the balance is adverse to her) strives, with
fear and trenbling, to equalise her exports with her inports, that
she then carefully estinmates every ounce of gold or silver which is
i nported or exported, that her national bank endeavours nost
anxiously to stop the exportation of precious netals and to pronote
their inportation -- howis it, we ask, if the balance of trade is
an 'exploded fallacy,' that at such a tine no English newspaper can
be read wherein this 'exploded fallacy' is not treated as a matter
of the npst inportant concern to the nation?

Howis it that, in the United States of North America, the same
peopl e who before the Compromnise bill spoke of the balance of trade
as an expl oded fallacy, since the Conprom se bill cannot cease
speaki ng of this exploded fallacy as a matter of the utnost
i nportance to their country?

Howis it, if the nature of things itself always suffices to
provi de every country with exactly the quantity of precious netals
which it requires, that the Bank of England tries to turn this
so-cal l ed nature of things in her own favour by limting her
credits and increasing her rates of discount, and that the American
banks are obliged fromtine to tine to suspend their cash paynents
till the inports of the United States are reduced to a tolerably
even bal ance with the exports?

NOTES
1. Wealth of Nations, book IV. chapter iii.
Chapter 24

The Manufacturing Power and the Principle of Stability and
Continuity of Work

If we investigate the origin and progress of individua
branches of industry we shall find that they have only gradually
becone possessed of inproved nethods of operation, nmachinery
bui | di ngs, advantages in production, experiences, and skill, and of
all those know edges and connections which insure to themthe
profitabl e purchase of their raw materials and the profitable sale
of their products. W nay rest assured that it is (as a rule)

i nconparably easier to perfect and extend a busi ness al ready
established than to found a new one. W see everywhere ol d busi ness
establishnents that have lasted for a series of generations worked
with greater profits than new ones. W& observe that it is the nore
difficult to set a new business going in proportion as fewer
branches of industry of a simlar character already exist in a
nation; because, in that case, nasters, foremen, and worknmen nust
first be either trained up at hone or procured from abroad, and
because the profitabl eness of the business has not been
sufficiently tested to give capitalists confidence in its success.



If we conpare the conditions of distinct classes of industry in any
nation at various periods, we everywhere find, that when specia
causes had not operated to injure them they have made remarkabl e
progress, not only in regard to cheapness of prices, but also with
respect to quantity and quality, from generation to generation. On
the ot her hand, we observe that in consequence of externa

i njurious causes, such as wars and devastation of territory, &c.,
or oppressive tyrannical or fanatical neasures of governnent and
finance (as e.g. the revocation of the Edict of Nantes), whole

nati ons have been thrown back for centuries, either in their entire
industry or in certain branches of it, and have in this nanner been
far outstripped by nations in conparison with which they had
previously been far advanced.

One can see at a glance that, as in all human institutions so
also in industry, a law of nature lies at the root of inportant
achi evenment s whi ch has much in common with the natural |aw of the
di vision of l|abour and of the confederation of the productive
forces, whose principle, nanely, consists in the circunstance that
several generations followi ng one another have equally united their
forces towards the attai nnent of one and the same object, and have
participated in |like manner in the exertions needed to attain it.

It is the same principle which in the cases of hereditary
ki ngdons has been inconparably nore favourable to the naintenance
and increase of the power of the nation than the constant changes
of the ruling fanilies in the case of electoral kingdons.

It is partly this natural |aw which secures to nations who have
lived for a long tinme past under a rightly ordered constitutiona
form of governnent, such great successes in industry, comrerce, and
navi gati on.

Only through this natural |aw can the effect of the invention
of printing on human progress be partially explained. Printing
first rendered it possible to hand down the acquisitions of human
know edge and experience fromthe present to future generations
nmore perfectly and conpletely than could be done by oral tradition

To the recognition of this natural law is undoubtedly partly
attributable the division of the people into castes, which existed
anong the nations of antiquity, and also the |law of the old
Egyptians -- that the son nust continue to follow the trade or
prof ession of his father. Before the invention and genera
di ssemi nation of printing took place, these regul ati ons nay have
appeared to be indispensable for the maintenance and for the
devel opnment of arts and trades.

Quilds and trade societies also have partly originated from
this consideration. For the maintenance and bringing to perfection
of the arts and sciences, and their transfer from one generation to
another, we are in great neasure indebted to the priestly castes of
anci ent nations, to the nonasteries and universities.

What power and what influence have the orders of priesthood and
orders of knights, as well as the papal chair, attained to, by the
fact that for centuries they have aspired to one and the sane aim
and that each successive generation has always continued to work
where the other had left off.

The inportance of this principle becones still nore evident in
respect to material achievenents.

I ndi vidual cities, nonasteries, and corporations have erected
works the total cost of which perhaps surpassed the value of their
whol e property at the tine. They could only obtain the neans for
this by successive generations devoting their savings to one and
the same great purpose

Let us consider the canal and dyke system of Holland; it
conprises the | abours and savings of many generations. Only to a



series of generations is it possible to conplete systens of
national transport or a conplete systemof fortifications and
def ensi ve wor ks

The system of State credit is one of the finest creations of
nore recent statesmanship, and a bl essing for nations, inasmuch as
it serves as the neans of dividing anong several generations the
costs of those achievenents and exertions of the present generation
which are calculated to benefit the nationality for all future
times, and which guarantee to it continued existence, growh,
great ness, power, and increase of the powers of production; it
becones a curse only if it serves for useless national expenditure,
and thus not nerely does not further the progress of future
generations, but deprives them beforehand of the nmeans of
undertaki ng great national works, or also if the burden of the
paynent of interest of the national debt is thrown on the
consunptions of the working classes instead of on capital

State debts are bills which the present generation draws on
future ones. This can take place either to the special advantage of
the present generation or the special advantage of the future one,
or to the common advantage of both. In the first case only is this
system an objectionable one. But all cases in which the object in
view i s the nmai ntenance and pronotion of the greatness and welfare
of the nationality, so far as the nmeans required for the purpose
surpass the powers of the present generation, belong to the |ast
cat egory.

No expenditure of the present generation is so decidedly and
specially profitable to future generations as that for the
i mprovenent of the nmeans of transport, especially because such
undertakings as a rule, besides increasing the powers of production
of future generations, do also in a constantly increasing ratio not
merely pay interest on the cost in the course of tine, but also
yi el d dividends. The present generation is, therefore, not nerely
entitled to throw on to future generations the capital outlay of
these works and fair interest on it (as long as they do not yield
sufficient income), but further acts unjustly towards itself and to
the true fundamental principles of national econony, if it takes
the burden or even any considerable part of it on its own
shoul ders

If in our consideration of the subject of the continuity of
national industry we revert to the main branches which constitute
it, we nay perceive, that while this continuity has an inportant
i nfluence on agriculture, yet that interruptions to it, in the case
of that industry, are nmuch | ess decided and nuch | ess injurious
when they occur, also that their evil consequences can be nuch nore
easily and quickly made good than in the case of manufactures.

However great nmmy be any danmmge or interruption to agriculture,
the actual personal requirenents and consunption of the
agriculturist, the general diffusion of the skill and know edge
required for agriculture, and the sinplicity of its operations and
of the inplements which it requires, suffice to prevent it from
comng entirely to an end.

Even after devastations by war it quickly raises itself up
again. Neither the eneny nor the foreign conpetitor can take away
the main instrunment of agriculture, the land; and it needs the
oppressions of a series of generations to convert arable fields
into uncultivated waste, or to deprive the inhabitants of a country
of the capability of carrying on agriculture.

On manuf actures, however, the |east and briefest interruption
has a crippling effect; a |longer one is fatal. The nore art and
talent that any branch of manufacture requires, the larger the



anmounts of capital which are needful to carry it on, the nore
completely this capital is sunk in the special branch of industry
in which it has been invested, so nuch the nore detrinmental will be
the interruption. By it nachinery and tools are reduced to the

val ue of old iron and fire-wood, the buil dings becone ruins, the
wor kmen and skilled artificers enmigrate to other |ands or seek
subsi stence in agricultural enploynent. Thus in a short tine a
conmpl ex conbi nation of productive powers and of property becones

| ost, which had been created only by the exertions and endeavours
of several generations.

Just as by the establishment and continuance of industry one
branch of trade originates, draws after it, supports and causes to
flourish many others, so is the ruin of one branch of industry
al ways the forerunner of the ruin of several others, and finally of
the chi ef foundations of the nmanufacturing power of the nation

The conviction of the great effects produced by the steady
continuation of industry and of the irretrievable injuries caused
by its interruption, and not the clamur and egotistical denmands of
manuf acturers and traders for special privileges, has led to the
i dea of protective duties for native industry.

In cases where the protective duty cannot hel p, where the
manuf actories, for instance, suffer fromwant of export trade,
where the Governnent is unable to provide any renedy for its
interruption, we often see manufacturers continuing to produce at
an actual |1oss. They want to avert, in expectation of better tines,
the irrecoverable injury which they would suffer froma stoppage of
their works.

By free conpetition it is often hoped to oblige the conpetitor
to di sconti nue work whi ch has conpell ed the manufacturer or
merchant to sell his products under their legitimte price and
often at an actual |oss. The object is not nerely to prevent the
interruption of our own industry, but also to force others to
di scontinue theirs in the hope later on of being able by better
prices to recoup the | osses which have been suffered.

In any case striving after nonopoly forns part of the very
nature of manufacturing industry. This circunstance tends to
justify and not to discredit a protective policy; for this
striving, when restricted in its operation to the hone market,
tends to pronote cheaper prices and inprovenents in the art of
production, and thus increases the national prosperity; while the
same thing, in case it presses fromw thout with overwhel mi ng force
on the internal industry, will occasion the interruption of work
and downfall of the internal national industry.

The circunmstance that there are no limits to manufacturing
production (especially since it has been so extraordinarily aided
and pronoted by machi nery) except the limts of the capital which
it possesses and its neans of effecting sales, enables that
particul ar nation whose manufacturing industry has continued for a
century, which has accumul ated i mense capitals, extended its
comrerce all over the world, dominated the nmoney market by means of
large institutions of credit (whose operations are able to depress
the prices of fabrics and to induce nerchants to export), to
declare a war of exterm nation against the nanufacturers of all
ot her countries. Under such circumstances it is quite inpossible
that in other nations, 'in the natural course of things' (as Adam
Smith expresses hinself), merely in consequence of their progress
in agriculture, imense manufactures and works shoul d be
establ i shed, or that those manufactures which have originated in
consequence of the comercial interruptions caused by war shoul d be
able, '"in the natural course of things,' to continue to naintain
t hensel ves. The reason for this is the same as that why a child or



a boy in westling with a strong man can scarcely be victorious or
even of fer steady resistance. The manufactories which constitute
the commercial and industrial supremacy (of England) have a

t housand advant ages over the newly born or hal f-grown manufactories
of other nations. The fornmer, for instance, can obtain skilled and
experienced workmen in the greatest nunber and at the cheapest
wages, the best technical nen and forenmen, the nost perfect and the
cheapest nachinery, the greatest benefit in buying and selling
advant ageously; further, the cheapest nmeans of transport, as
respects raw materials and also in respect of transporting goods
when sol d, nore extended credit for the manufacturers w th banks
and noney institutions at the |lowest rates of interest, greater
commer ci al experience, better tools, buildings, arrangenents,
connections, such as can only be acquired and established in the
course of generations; an enornous hone nmarket, and, what is
equal Iy good, a colonial nmarket equally enornous. Hence under al
circunstances the English manufacturers can feel certainty as to
the sale of large quantities of nanufactured products by vigorous
efforts, and consequently possess a guarantee for the continuance
of their business and abundant neans to sell on credit for years to
come in the future, if it is required to acquire the control of a
foreign market. If we enunerate and consider these advantages one
after another, we nmay easily be convinced that in conpetition with
such a power it is sinply foolish to rest our hopes on the
operation of 'the natural course of things' under free conpetition,
where, as in our case, workmen and technical nen have in the first
pl ace yet to be trained, where the manufacture of nachinery and
proper neans of transport are nerely in course of erection, where
even the home nmarket is not secured to the manufacturer -- not to
mention any inportant export market, where the credit that the
manufacturer can obtain is under the nost fortunate circunstances
limted to the | owest point, where no man can be certain even for
a day that, in consequence of English comrercial crises and bank
operations, masses of foreign goods may not be thrown on the hone
mar ket at prices which scarcely recoup the value of the raw
materi al s of which they are nade, and which bring to a stand for
years the progress of our own nmanufacturing industries.

It would be in vain for such nations to resign thenselves to a
state of perpetual subordination to the English nanufacturing
suprenacy, and content thenselves with the nbdest determnation to
supply it with what it may not be able to produce for itself or to
procure el sewhere. Even by this subordination they will find no
per manent benefit. What benefit is it to the people of the United
States, for instance, that they sacrifice the welfare of their
finest and nost cultivated states, the states of free | abour, and
perhaps their entire future national greatness, for the advantage
of supplying England with raw cotton? Do they thereby restrict the
endeavours of England to procure this material fromother districts
of the world? In vain would the Germans be content to obtain their
requi renents of manufactured goods from Engl and i n exchange for
their fine sheep's wool; they would by such a policy hardly prevent
Australia fromflooding all Europe with fine wool in the course of
the next twenty years

Such a condition of dependence appears still nore deplorable
when we consider that such nations lose in tines of war their means
of selling their agricultural products, and thereby the neans of
pur chasi ng the nanufacturing products of the foreigner. At such
times all econom cal considerations and systens are thrust into the
background. It is the principle of self-maintenance, of
sel f-defence, which counsels the nations to work up their



agricultural products thenselves, and to dispense with the
manuf act ured goods of the eneny. \Watever | osses nay be involved in
adopting such a war-prohibitive system cannot be taken into
account during such a state of things. However great the exertions
and the sacrifices may have been by which the agricultural nation
during the tinme of war has called into existence manufactures and
wor ks, the conpetition of the manufacturing supremacy which sets in
on the recurrence of peace will again destroy all these creations
of the tines of necessity. In short, it is an eternal alternation
of erecting and destroying, of prosperity and calamity which those
nations have to undergo who do not strive to insure, through
realisation of their national division of |abour and through the
confederation of their own powers of production, the benefits of
the continuation of their own industries fromgeneration to
gener ati on.

Chapter 25

The Manuf acturing Power and the | nducenent to Production and
Consunpti on

In society man is not nmerely productive owing to the
circunstance that he directly brings forth products or creates
powers of production, but he al so becones productive by creating
i nducenents to production and to consunption, or to the formation
of productive powers

The artist by his works acts in the first place on the
ennobling and refinenment of the human spirit and on the productive
power of society; but inasmuch as the enjoynent of art presupposes
t he possession of those material neans whereby it must be
purchased, the artist also offers inducements to materia
production and to thrift.

Books and newspapers act on the mental and nmaterial production
by giving information; but their acquisition costs nobney, and so
far the enjoynent which they afford is also an inducenent to
mat eri al production.

The educati on of youth ennobl es society; but what great
exertions do parents make to obtain the nmeans of giving their
children a good educati on

What i nmense perfornances in both nental and nateria
production arise out of the endeavour to nove in better society!

W can live as well in a house made of boards as in a villa, we
can protect ourselves for a few florins against rain and cold as
wel |l as by neans of the finest and npbst el egant cl othing. O nanents
and utensils of gold and silver add no nmore to confort than those
of iron and tin; but the distinction connected with the possession
of the former acts as an inducenent to exertions of the body and
the mind, and to order and thrift; and to such inducenents society
owes a large part of its productiveness. Even the man living on his
private property who nerely occupies hinself with preserving,

i ncreasing, and consuning his inconme, acts in nmanifold ways on
mental and material production : firstly, by supporting through his
consunption art and science, and artistic trades; next, by

di scharging, as it were, the function of a preserver and augnenter
of the material capital of society; finally, by inciting through
his display all other classes of society to emulation. As a whole
school is encouraged to exertions by the offer of prizes, although
only a few becone wi nners of the principal prizes, so does the
possession of |large property, and the appearance and displ ay
connected with it, act on civil society. This action of course
ceases when the great property is the fruit of usurpation, of



extortion, or fraud, or where the possession of it and the
enjoynent of its fruits cannot be openly displ ayed.

Manuf acturing production yields either productive instrunents
or the means of satisfying the necessities of |ife and the neans of
di splay. The last two advantages are frequently conbi ned. The
various ranks of society are everywhere distingui shed by the manner
in which and where they live, and how they are furnished and
clothed, by the costliness of their equipages and the quality,
nunber, and external appearance of their servants. \Were the
commercial production is on a low scale, this distinction is but
slight, i.e. alnmost all people live badly and are poorly cl othed,
enmul ation is nowhere observable. It originates and increases
according to the ratio in which industries flourish. In flourishing
manuf acturi ng countries al nost everyone lives and dresses wel |,
al though in the quality of manufactured goods which are consuned
the nost nanifol d degrees of difference take place. No one who
feels that he has any power in himto work is willing to appear
outwardly needy. Manufacturing industry, therefore, furthers
production by the community by neans of inducenents which
agriculture, with its nean donestic manufacture, its productions of
raw materials and provisions, cannot offer.

There is of course an inportant difference between various
nmodes of living, and everyone feels sone inducenment to eat and
drink well; but we do not dine in public; and a Gernman proverb says
strikingly, 'Man sieht mir auf den Kragen, nicht auf den Magen
(One | ooks at ny shirt collar, not at ny stonach). If we are
accustonmed fromyouth to rough and sinple fare, we sel domwi sh for
better. The consunption of provisions also is restricted to very
narrow limts where it is confined to articles produced in the
i mredi at e nei ghbour hood. These linits are extended in countries of
tenperate climate, in the first instance, by procuring the products
of tropical climates. But as respects the quantity and the quality
of these products, in the enjoynent of which the whole popul ation
of a country can participate, they can only be procured (as we have
shown in a forner chapter) by neans of foreign comrerce in
manuf act ured goods.

Col oni al products, so far as they do not consist of raw
mat eri al s for manufacturing purposes, evidently act nore as
stimul ants than necessary neans of subsistence. No one w |l deny
that barley coffee without sugar is as nutritious as nocha coffee
with sugar; and admitting also that these products contain sone
nutritious matter, their value in this respect is neverthel ess so
uni nportant that they can scarcely be considered as substitutes for
native provisions. Wth regard to spices and tobacco, they are
certainly nere stinulants, i.e. they chiefly produce a usefu
effect on society only so far as they augnent the enjoynents of the
masses, and incite themto nental and bodily |abour.

In many countries very erroneous notions prevail anmpbng those
who live by salaries or rents, respecting what they are accustoned
to call the luxurious habits of the | ower classes; such persons are
shocked to observe that |abourers drink coffee with sugar, and
regret the times when they were satisfied with gruel; they deplore
that the peasant has exchanged his poor clothing of coarse honespun
for woollen cloth; they express fears that the naid-servant will
soon not be distinguishable fromthe |ady of the house; they praise
the legal restrictions on dress of previous centuries. But if we
conpare the result of the |labour of the workman in countries where
he is clad and nourished like the well-to-do man with the result of
hi s | abour where he has to be satisfied with the coarsest food and
clothing, we shall find that the increase of his confort in the
former case has been attained not at the expense of the genera



wel fare, but to the advantage of the productive powers of the
community. The day's work of the workman is double or three tines
greater in the fornmer case than in the latter. Attenpts to regulate
dress and restrictions on |uxury have destroyed whol esone enul ati on
in the | arge masses of society, and have nerely tended to the

i ncrease of nental and bodily idleness.

In any case products nust be created before they can be
consuned, and thus production nust necessarily generally precede
consunption. In popular and national practice, however, consunption
frequently precedes production. Manufacturing nations, supported by
|large capital and less restricted in their production than nere
agricultural nations, nake, as a rule, advances to the latter on
the yield of future crops; the latter thus consune before they
produce -- they produce |ater on because they have previously
consuned. The sane thing manifests itself in a nmuch greater degree
in the relation between town and country: the cl oser the
manuf acturer is to the agriculturist, the nore will the forner
offer to the latter both an inducenent to consume and neans for
consunption, the nore also will the latter feel hinmself stinulated
to greater production.

Anong the npst potent stinulants are those afforded by the
civil and political institutions of the country. Were it is not
possible to rai se oneself by honest exertions and by prosperity
fromone class of society to another, fromthe |owest to the
hi ghest; where the possessor necessarily hesitates to show his
property publicly or to enjoy the fruits of it because it would
expose his property to risk, or |est he should be accused of
arrogance or inpropriety; where persons engaged in trade are
excl uded from public honour, fromtaking part in admnistration,
| egislation, and juries; where distingui shed achi evenents in
agriculture, industry, and commerce do not lead also to public
esteemand to social and civil distinction, there the nost
i mportant notives for consunption as well as for production are
want i ng.

Every |l aw, every public regulation, has a strengthening or
weakeni ng effect on production or on consunption or on the
productive forces.

The granting of patent privileges offers a prize to inventive
m nds. The hope of obtaining the prize arouses the nental powers,
and gives thema direction towards industrial inprovenents. It
brings honour to the inventive mnd in society, and roots out the
prejudice for old custons and nodes of operation so injurious anong
uneducat ed nations. It provides the nman who nerely possesses nental
faculties for new inventions with the material nmeans which he
requires, inasmuch as capitalists are thus incited to support the
i nventor, by being assured of participation in the anticipated
profits.

Protective duties act as stinulants on all those branches of
internal industry the produce of which foreign countries can
provide better than the home country but of the production of which
the hone country is capable. They guarantee a reward to the man of
enterprise and to the workman for acquiring new know edge and
skill, and offer to the inland and foreign capitalist neans for
investing his capital for a definite and certaintine in a
specially renunerative manner

Chapter 26

Custons Duties as a Chief Means of Establishing and Protecting the
i nternal Mnufacturing Power



It is not part of our plan to treat of those neans of pronoting
internal industry whose efficacy and applicability are nowhere
called in question. To these belong e.g. educational establishnments
(especially technical schools), industrial exhibitions, offers of
prizes, transport inprovenents, patent laws, &c.; in short, al
those laws and institutions by means of which industry is
furthered, and internal and external conmmerce facilitated and
regul ated. W have here nerely to speak of the institution of
customs duties as a nmeans for the devel opment of industry.

According to our system prohibitions of, or duties on, exports
can only be thought of as exceptional things; the inports of
nat ural products nust everywhere be subject to revenue duties only,
and never to duties intended to protect native agricultura
production. In manufacturing states, articles of luxury fromwarm
climtes are chiefly subject to duties for revenue, but not the
common necessaries of life, as e.g. corn or fat cattle; but the
countries of warmer climate or countries of smaller popul ation or
limted territory, or countries not yet sufficiently popul ous, or
such as are still far behind in civilisation and in their social
and political institutions, are those which should only inpose nere
revenue duties on nmanufactured goods.

Revenue duties of every kind, however, should everywhere be so
nmoderate as not essentially to restrict inportation and
consunption; because, otherw se, not only would the interna
productive power be weakened, but the object of raising revenue be
def eat ed

Measures of protection are justifiable only for the purpose of
furthering and protecting the internal manufacturing power, and
only in the case of nations which through an extensive and conpact
territory, large popul ation, possession of natural resources, far
advanced agriculture, a high degree of civilisation and politica
devel opnment, are qualified to naintain an equal rank with the
principal agricultural manufacturing conmmercial nations, with the
greatest naval and nmilitary powers.

Protection can be afforded, either by the prohibition of
certain manufactured articles, or by rates of duty which anount
wholly, or at least partly, to prohibition, or by noderate inport
duties. None of these kinds of protection are invariably benefici al
or invariably objectionable; and it depends on the speci al
circunstances of the nation and on the condition of its industry
which of these is the right one to be applied to it.

War exercises a great influence on the selection of the precise
system of protection, inasmuch as it effects a conpul sory
prohibitive system In tine of war, exchange between the
bel l'i gerent parties ceases, and every nation nust endeavour,
without regard to its econonical conditions, to be sufficient to
itself. Hence, on the one hand, in the | ess advanced manufacturing
nations comercial industry, on the other hand, in the nost
advanced nanufacturing nation agricultural production, becones
stimulated in an extraordi nary manner, indeed to such a degree that
it appears advisable to the | ess advanced manufacturing nation
(especially if war has continued for several years) to allow the
excl usi on whi ch war has occasi oned of those manufactured articles
in which it cannot yet freely conpete with the nost advanced
manuf acturi ng nation, to continue for sonme tinme during peace.

France and Gernmany were in this condition after the genera
peace. If in 1815 France had all owed English conpetition, as
Germany, Russia, and North Anerica did, she would al so have
experienced the sane fate; the greatest part of her manufactories
whi ch had sprung up during the war woul d have conme to grief; the
progress which has since been made in all branches of nanufacture,



in inproving the internal means of transport, in foreign comerce,
in steamriver and sea navigation, in the increase in the value of
| and (which, by the way, has doubled in value during this tinme in
France), in the augnmentation of population and of the State's
revenues, could not have been hoped for. The manufactories of
France at that tinme were still in their childhood; the country
possessed but few canals; the mnes had been but little worked;
political convul sions and wars had not yet permtted considerable
capital to accumul ate, sufficient technical cultivation to exist,
a sufficient nunber of really qualified workmen or an industrial
and enterprising spirit to have been called into existence; the

m nd of the nation was still turned nore towards war than towards
the arts of peace; the snmall capital which a state of war pernmtted
to accunul ate, still flowed principally into agriculture, which had

declined very nmuch indeed. Then, for the first tinme, could France
percei ve what progress Engl and had made during the war; then, for
the first tinme, was it possible for France to inport from Engl and
machi nery, artificers, worknen, capital, and the spirit of
enterprise; then, to secure the hone market exclusively for the
benefit of home industry, denmanded the exertion of her best powers,
and the utilisation of all her natural resources. The effects of
this protective policy are very evident; nothing but blind
cosnopol itani smcan ignore them or nmintain that France woul d
have, under a policy of free conpetition with other nations, nade
greater progress. Does not the experience of Germany, the United
States of Anmerica, and Russia, conclusively prove the contrary?

If we maintain that the prohibitive system has been useful to
France since 1815, we do not by that contention w sh to defend
either her mstakes or her excess of protection, nor the utility or
necessity of her continued mai ntenance of that excessive protective
policy. It was an error for France to restrict the inportation of
raw materials and agricultural products (pig-iron, coal, wool,
corn, cattle) by inport duties; it would be a further error if
France, after her manufacturing power has becone sufficiently
strong and established, were not willing to revert gradually to a
noderate system of protection, and by permtting a |imted anount
of conpetition incite her manufacturers to enul ation

In regard to protective duties it is especially inportant to
di scrimnate between the case of a nation which contenpl ates
passing froma policy of free conpetition to one of protection, and
that of a nation which proposes to exchange a policy of prohibition
for one of nobderate protection; in the forner case the duties
i mposed at first nust be |ow, and be gradually increased, in the
|latter they nust be high at first and be gradually di m ni shed.

A nation which has been fornerly insufficiently protected by
custons duties, but which feels itself called upon to nmake greater
progress in manufactures, nust first of all endeavour to devel op
t hose manufactures which produce articles of general consunption
In the first place the total value of such industrial products is
i nconparably greater than the total value of the nuch nore
expensive fabrics of luxury. The forner class of nmanufactures,
therefore, brings into notion | arge masses of natural, nental, and
personal productive powers, and gives -- by the fact that it
requires large capital -- inducenents for considerable saving of
capital, and for bringing over to its aid foreign capital and
powers of all kinds. The devel opnent of these branches of
manuf acture thus tends powerfully to pronpte the increase of
popul ation, the prosperity of home agriculture, and al so especially
the increase of the trade with foreign countries, inasnuch as |ess
cultivated countries chiefly require manufactured goods of common



use, and the countries of temperate climates are principally
enabl ed by the production of these articles to carry on direct

i nterchange with the countries of tropical clinates. A country e.qg.
whi ch trade has to inport cotton yarns and cotton goods cannot
carry on direct with Egypt, Louisiana, or Brazil, because it cannot
supply those countries with the cotton goods which they require,
and cannot take fromthemtheir raw cotton. Furthernore, these
articles, on account of the magnitude of their total value, serve
especially to equalise the exports of the nation tolerably well
with its inports, and always to retain in the nation the amunt of
circulating mediumwhich it requires, or to provide it with the
same. Thus it is by the prosperity and preservation of these

i mportant branches of industry that the industrial independence of
the nation is gained and naintained, for the disturbance of trade
resulting fromwars is of little inportance if it nmerely hinders
the purchase of expensive articles of |uxury, but, on the other
hand, it always occasions great calamties if it is attended by
scarcity and rise in price of comobn manufactured goods, and by the
interruption of a previously considerable sale of agricultura
products. Finally, the evasion of custons duties by snuggling and
fal se declarations of value is nuch less to be feared in the case
of these articles, and can be nuch nore easily prevented than in
the case of costly fabrics of |uxury.

Manuf act ures and manufactories are al ways plants of slow
growt h, and every protective duty whi ch suddenly breaks off
formerly existing comercial connections nust be detrinental to the
nation for whose benefit it is professedly introduced. Such duties
ought only to be increased in the ratio in which capital, technica
abilities, and the spirit of enterprise are increasing in the
nation or are being attracted to it fromabroad, in the ratio in
which the nation is in a condition to utilise for itself its
surplus of raw materials and natural products which it had
previously exported. It is, however, of special inportance that the
scal e by which the inport duties are increased should be deternined
bef orehand, so that an assured renuneration can be offered to the
capitalists, artificers, and worknen, who are found in the nation
or who can be attracted to it fromabroad. It is indispensable to
mai ntain these scales of duty inviolably , and not to dimnish them
before the appointed tine, because the very fear of any such breach
of prom se would already destroy for the nost part the effect of
that assurance of renuneration

To what extent inport duties should be increased in the case of
a change fromfree conpetition to the protective system and how
much they ought to be dininished in the case of a change froma
system of prohibition to a noderate system of protection, cannot be
determined theoretically: that depends on the special conditions as
well as on the relative conditions in which the | ess advanced
nation is placed in relation to the nore advanced ones. The United
States of North America e.g. have to take into special
consi deration their exports of raw cotton to Engl and, and of
agricultural and nmaritinme products to the English colonies, also
the high rate of wages existing in the United States; whereby they
again profit by the fact that they can depend nore than any ot her
nation on attracting to thensel ves English capital, artificers, nen
of enterprise, and worknen.

It may in general be assumed that where any technical industry
cannot be established by neans of an original protection of forty
to sixty per cent and cannot continue to nmaintain itself under a
continued protection of twenty to thirty per cent the fundanental
condi tions of manufacturing power are |acking.

The causes of such incapacity can be renoved nore or |ess



readily; to the class nore readily renovabl e bel ong want of
internal neans of transport, want of technical know edge, of
experienced workmen, and of the spirit of industrial enterprise; to
the class which it is nore difficult to renove belong the | ack of
i ndustrious disposition, civilisation, education, norality, and

| ove of justice on the part of the people; want of a sound and

vi gorous system of agriculture, and hence of nmaterial capital; but
especially defective political institutions, and want of civi
liberty and of security of justice; and finally , want of
conpactness of territory, whereby it is rendered inpossible to put
down contraband trade

Those industries which nerely produce expensive articles of
luxury require the | east consideration and the | east anpunt of
protection; firstly, because their production requires and assunes
the existence of a high degree of technical attainnent and skill
secondl y because their total value is inconsiderable in proportion
to that of the whole national production, and the inports of them
can be readily paid for by neans of agricultural products and raw
materials, or with manufactured products of comon use; further,
because the interruption of their inportation occasions no
i mportant inconvenience in tinme of war; lastly, because high
protective duties on these articles can be nost readily evaded by
smuggl i ng.

Nat i ons whi ch have not yet nmde consi derabl e advances in
technical art and in the manufacture of nachinery should allow all
conplicated machinery to be inported free of duty, or at least only
levy a small duty upon them until they thenselves are in a
Position to produce themas readily as the nost advanced nati on.
Machi ne manufactories are in a certain sense the manufacturers of
manuf actories, and every tax on the inportation of foreign
machinery is a restriction on the internal manufacturing power.
Since it is, however, of the greatest inportance, because of its
great influence on the whole manufacturing power, that the nation
shoul d not be dependent on the chances and changes of war in
respect of its machinery, this particular branch of manufacture has
very special clains for the direct support of the State in case it
shoul d not be able under noderate inport duties to neet
conpetition. The State should at | east encourage and directly
support its hone nmanufactories of machinery, so far as their
mai nt enance and devel opnent nay be necessary to provide at the
commencenent of a time of war the nost necessary requirenents, and
under a longer interruption by war to serve as patterns for the
erection of new machine factories.

Dr awbacks can according to our systemonly be entertained in
cases where hal f-nanufactured goods which are still inported from
abroad, as for instance cotton yarn, nust be subjected to a
consi derabl e protective duty in order to enable the country
gradually to produce themitself.

Bounti es are objectionabl e as permanent neasures to render the
exports and the conpetition of the native manufactories possible
with the manufactories of further advanced nations in neutra
mar kets; but they are still nobre objectionable as the neans of
getting possession of the inland markets for manufactured goods of
nati ons which have thensel ves al ready nade progress in
manuf actures. Yet there are cases where they are to be justified as
tenmporary nmeans of encouragenent, nanely, where the slunbering
spirit of enterprise of a nation nmerely requires stimlus and
assistance in the first period of its revival, in order to evoke in
it a powerful and |l asting production and an export trade to
countries which thensel ves do not possess flourishing nmanufactures.



But even in these cases it ought to be considered whether the State
woul d not do better by maki ng advances free of interest and
granting special privileges to individual nen of enter prise, or
whet her it would not be still nore to the purpose to pronpte the
formati on of conpanies to carry into effect such prinmary
experinental adventures, to advance to such conpanies a portion of
their requisite share capital out of the State treasury, and to
allow to the private persons taking shares in thema preferentia
interest on their invested capital. As instances of the cases
referred to, we nmay nention experinmental undertakings in trade and
navi gation to distant countries, to which the conmerce of private
persons has not yet been extended; the establishnment of |ines of
steaners to distant countries; the founding of new col onies, &c.

Chapter 27
The Custons System and the Popul ar Schoo

The popul ar school does not discrimnate (in respect of the
operation of protective duties) between natural or printive
products and manufactured products. It perverts the fact that such
duties always operate injuriously on the production of primtive or
natural products, into the false conclusion that they exercise an
equal ly detrinmental influence on the production of nmanufactured
goods.

The school recognises no distinction in reference to the
establ i shnent of nmanufacturing industry in a State between those
nati ons which are not adapted for such industry and those which,
owing to the nature of their territory, to perfectly devel oped
agriculture, to their civilisation, and to their just clains for
guarantees for their future prosperity for their permanence, and
for their power, are clearly qualified, to establish such an
i ndustry for themnsel ves.

The school fails to perceive that under a system of perfectly
free conpetition with nmore advanced nanufacturing nations, a nation
which is | ess advanced than those, although well fitted for
manuf acturi ng, can never attain to a perfectly devel oped
manuf acturi ng power of its own, nor to perfect nationa
i ndependence, without protective duties.

It does not take into account the influence of war on the
necessity for a protective system especially it does not perceive
that war effects a conpul sory prohibitive system and that the
prohi bitive system of the custom house is but a necessary
continuation of that prohibitive systemwhich war has brought
about .

It seeks to adduce the benefits which result fromfree interna
trade as a proof that nations can only attain to the highest degree
of prosperity and power by absolute freedomin international trade;
whereas history everywhere proves the contrary.

It maintains that protective neasures afford a nonopoly to
i nl and manuf acturers, and thus tend to induce indol ence; while,
nevertheless, all the tinme internal conpetition anply suffices as
a stimulus to emul ati on anobng nanufacturers and traders.

It woul d have us believe that protective duties on manufactured
goods benefit manufacturers at the expense of agriculturists;
whereas it can be proved that enornous benefits accrue to hone
agriculture fromthe exi stence of a hone manufacturing power,
conpared to which the sacrifices which the former has to nmake to
the protective system are inconsiderable.

As a main point against protective duties, the popul ar schoo
adduces the expenses of the custom house system and the evils



caused by contraband trade. These evils cannot be denied; but can
they be taken seriously into account in conparison of neasures

whi ch exercise such enornous influence on the existence, the power,
and the prosperity of the nation? Can the evils of standing armes
and wars constitute an adequate notive for the nation to neglect
means of defence? If it is maintained that protective duties which
far exceed the limt which offers an assured renuneration to

smuggl ing, serve nerely to favour contraband trade, but not to
benefit honme manufactures, that can apply only to ill-regul ated
custonms establishments, to countries of snmall extent and irregul ar
frontiers, to the consunption which takes place on the frontiers,
and only to high duties on articles of luxury of no great aggregate
bul k.

but experience everywhere teaches us that with well-ordered
custons establishnents, and with wisely devised tariffs, the
obj ects of protective duties in |arge and conpact states cannot be
materially inpeded by contraband trade.

So far as regards the nere expenses of the custonms system a
| arge portion of these would, if it were abolished, have to be
incurred in the collection of revenue duties; and that revenue
duties can be dispensed with by great nations, even the schoo
itself does not maintain.

Mor eover, the school itself does not condemm all protective
duti es.

Adam Snmith allows in three cases the special protection of
internal industry: firstly, as a nmeasure of retaliation in case a
foreign nation inposes restrictions on our inports, and there is
hope of inducing it by neans of reprisals to repeal those
restrictions; secondly, for the defence of the nation, in case
those manufacturing requirenents which are necessary for defensive
pur poses coul d not under open conpetition be produced at hone;
thirdly, as a neans of equalisation in case the products of
foreigners are taxed | ower than those of our honme producers. J. B
Say objects to protection in all these cases, but adnmits it in a
fourth case -- nanmely, when sonme branch of industry is expected to
becone after the |apse of a few years so renunerative that it wll
then no | onger need protection

Thus it is Adam Smith who wants to introduce the principle of
retaliation into cormercial policy -- a principle which would | ead
to the nost absurd and nost rui nous neasures, especially if the
retaliatory duties, as Smith denmands, are to be repeal ed as soon as
the foreign nation agrees to abolish its restrictions. Supposing
Germany made reprisal s agai nst Engl and, because of the duties
i nposed by the latter on German corn and tinber, by excluding from
Germany English manuf actured goods, and by this exclusion called
artificially into existence a manufacturing power of her own; nust
Germany then allow this manufacturing industry, created at inmense
sacrifice, to come to grief in case England should be induced to
reopen her ports to Gernan corn and tinber? Wat folly. It would
have been ten tinmes better than that if Germany had subnitted
quietly to all measures of restriction on the part of England, and
had di scouraged the growth of any manufacturing power of her own
whi ch might grow up notw t hstandi ng the English inport
prohi bitions, instead of stimulating its growth.

The principle of retaliation is reasonable and applicable only
if it coincides with the principle of the industrial devel opnent of
the nation, if it serves as it were as an assistance to this
obj ect .

Yes, it is reasonable and beneficial that other nations should
retaliate against the English inport restrictions on their
agricultural products, by inposing restrictions on the inportation



of manufactured goods, but only when those nations are qualified to
establish a manufacturing power of their own and to nmaintain it for
all tines.

By the second exception, Adam Smith really justifies not nerely
the necessity of protecting such manufactures as supply the
i medi ate requirenents of war, such as, for instance, nanufactories
of arns and powder, but the whole systemof protection as we
understand it; for by the establishnent in the nation of a
manuf acturi ng power of its own, protection to native industry tends
to the augnentation of the nation's population, of its material
weal th, of its machine power, of its independence, and of al
mental powers, and, therefore, of its neans of national defence, in
an infinitely higher degree than it could do by nerely
manuf acturing arns and powder.

The sane nust be said of Adam Snmith's third exception. |If the
burden of taxation to which our productions are subjected, affords
a just ground for inposing protective duties On the |ess taxed
products of foreign countries, why should not also the other
di sadvant ages to which our manufacturing industry is subjected in
conparison with that of the foreigner afford just grounds for
protecting our native industry agai nst the overwhel m ng conpetition
of foreign industry?

J. B. Say has clearly perceived the contradictory character of
this exception, but the exception substituted by himis no better;
for in a nation qualified by nature and by its degree of culture to
establish a manufacturing power of its own, alnost every branch of
i ndustry nust beconme renunerative under continued and powerful
protection; and it is ridiculous to allow a nation nerely a few
years for the task of bringing to perfection one great branch of
national industry or the whole industry of the nation; just as a
shoenaker's apprentice is allowed only a few years to learn
shoenaki ng.

Inits eternal declamations on the i mense advant ages of
absol ute freedom of trade, and the di sadvantages of protection, the
popul ar school is accustoned to rely on the exanples of a few
nations; that of Switzerland is quoted to prove that industry can
prosper w thout protective duties, and that absolute liberty of
i nternational comerce forms the safest basis of nationa
prosperity. The fate of Spain is quoted to exhibit to all nations
whi ch seek aid and preservation in the protective system a
frightful exanple of its ruinous effects. The case of Engl and,
whi ch, as we have shown in a forner chapter, affords such an
excel lent exanple for imtation to all nations which are capabl e of
devel opi ng a manufacturing power, is adduced by these theorists
merely to support their allegation that capability for
manuf acturing production is a natural gift exclusively peculiar to
certain countries, like the capability to produce burgundy w nes;
and that nature has bestowed on Engl and, above all other countries
of the earth, the destiny and the ability to devote herself to
manuf acturing industry and to an extensive comerce.

Let us now take these exanples nore closely into consideration

As for Switzerland, it nmust be remarked in the first place that
she does not constitute a nation, at |east not one of nornal
magni t ude which can be ranked as a great nation, but is nerely a
congl oneration of nmunicipalities. Possessing no sea-coast, hemmed
in between three great nations, she lacks all inducenent to strive
to obtain a native comrercial marine, or direct trade with tropica
countries; she need pay no regard to the establishrment of a nava
power, or to founding or acquiring colonies. Switzerland laid the
foundation of her present very noderate degree of prosperity at the



ti me when she still belonged to the German Enpire. Since that ting,
she has been alnost entirely free frominternal wars, her capita
has been permitted to increase fromgeneration to generation, as
scarcely any of it was required by her rmunicipal governnents for

di scharging their expenses. Anmid the devastations occasi oned by the
despotism fanaticism wars, and revol utions, wth which Europe was
perturbed during the | ast centuries, Switzerland offered an asyl um
to all who desired to transfer their capital and talents to another
country than their own, and thus acquired considerable wealth from
abroad. Germany has never adopted strong conmercial restrictions
against Switzerland, and a |arge part of the nanufactured products
of the latter has obtained a market in Germany. Mreover, the

i ndustry of Switzerland was never a national one, one conprising
the production of articles of conmon use, but chiefly an industry
in articles of luxury, the products of which could be easily
smuggl ed into the nei ghbouring countries or transported to distant
parts of the world. Furthernore, her territory is nost favourably
situated for internediate trade, and in this respect is in sone
measure privileged. Again, their excellent opportunity of becom ng
acquainted with the | anguages, |aws, institutions, and
circunmstances of the three nations which adjoin her nust have given
the Swiss inportant advantages in internediate commerce and in
every other respect. CGvil and religious liberty and universa
education have evoked in the Swiss, activity and a spirit of
enterprise which, in view of the narrow linmts of their country's
internal agriculture, and of her internal resources for supporting
her popul ation, drove the Swiss to foreign countries, where they
amassed wealth, by neans of military service, by comrerce, by

i ndustries of every kind, in order to bring it hone to their
fatherland. |If under such special circunmstances they nanaged to
acquire nmental and material resources, in order to develop a few
branches of industry for producing articles of luxury, if these

i ndustries could maintain thensel ves without protective duties by
sales to foreign countries, it cannot thence be concluded that
great nations could follow a sinilar policy under wholly different
circumstances. In her small national expenditure Switzerland
possesses an advantage which great nations could only attain if
they, like Switzerland, resolved thenselves into nere

muni ci palities and thus exposed their nationality to foreign

att acks.

That Spain acted foolishly in preventing the exportation of the
precious netals, especially since she herself produced such a | arge
excess of these articles, nmust be adnitted by every reasonable
person. It is a mistake, however, to attribute the decline of the
i ndustry and national well-being of Spain to her restrictions
agai nst the inportation of manufactured goods. |f Spain had not
expel l ed the Mors and Jews, and had never had an Inquisition; if
Charles V had pernmitted religious liberty in Spain; if the priests
and nonks had been changed into teachers of the people, and their
i mmense property secul arised, or at |east reduced to what was
actual ly necessary for their maintenance; if, in consequence of
these neasures, civil liberty had gained a firmfooting, the feuda
nobility had been reforned and the nonarchy limited; if, in a word,
Spain had politically devel oped herself in consequence of a
Ref ormation, as England did, and if the sanme spirit had extended to
her col onies, a prohibitive and protective policy would have had
simlar effects in Spain as it had in England, and this all the
nmore because at the tine of Charles V the Spaniards were nore
advanced than the English and French in every respect, and the
Net herl ands only (of all countries) occupied a nore advanced
position than Spain, whose industrial and comrercial spirit mght



have been transferred to Spain by neans of the protective policy,
provided that the institutions and conditions of Spain were such as
woul d have invited foreign talents and capital to her shores,
instead of driving her own native talents and capital into foreign
countri es.

To what causes Engl and owes her manufacturing and comerci al
suprenmacy, we have shown in our fifth chapter

It is especially owing to her civil, nmental, and religious
liberty, to the nature and excellence of her politica
institutions, that the comrercial policy of England has been
enabl ed to nmake the nost of the natural riches of the country, and
fully to devel op the productive powers of the nation. But who woul d
deny that other nations are capable of raising thenselves to the
sanme degree of |liberty? W would venture to maintain that nature
has denied to other nations the neans which are requisite for
manuf acturi ng i ndustry?

In the latter respect the great natural wealth in coal and iron
whi ch Engl and possesses has often been adduced as a reason why the
English are specially destined to be a nmanufacturing nation. It is
true that in this respect England is greatly favoured by nature;
but against this it nay be stated that even in respect of these
natural products, nature has not treated other countries nerely
like a stepnother; for the nost part the want of good transport
facilities is the chief obstacle to the full utilisation of these
products by other nations; that other countries possess enornous
unenpl oyed wat er power, which is cheaper than steam power; that
where it is necessary they are able to counterbal ance the want of
coal by the use of other fuels; that many other countries possess
i nexhausti bl e nmeans for the production of iron, and that they are
al so able to procure these raw materials from abroad by comrerci al
exchange.

In conclusion, we nust not omt here to nake nmention of
comrercial treaties based on nutual concessions of duties. The
school objects to these conventions as unnecessary and detrinental,
whereas they appear to us as the nost effective nmeans of gradually
dim nishing the respective restrictions on trade, and of |eading
the nations of the world gradually to freedom of internationa
intercourse. O course, the specinens of such treaties which the
worl d has hitherto seen, are not very encouraging for imtation. W
have shown in former chapters what injurious effects the Mthuen
Treaty has produced in Portugal, and the Eden Treaty has produced
in France. It is on these injurious effects of reciproca
all eviation of duties, that the objections of the school to
commercial treaties appear principally to be founded. Its principle
of absolute comrercial |iberty has evidently experienced a
practical contradiction in these cases, inasnuch as, according to
that principle, those treaties ought to have operated beneficially
to both contracting nations, but not to the ruin of the one, and to
the i mense advantage of the other. If, however, we investigate the
cause of this disproportionate effect, we find that Portugal and
France, in consequence of those conventions, abandoned in favour of
Engl and the progress they had al ready made in manufacturing
i ndustry, as well as that which they could expect to make in it in
the future, with the expectation of increasing by that neans their
exportation of natural products to England; that, accordingly, both
those nations have declined, in consequence of the treaties thus
concluded, froma higher to a | ower standpoint of industria
devel opment. Fromthis, however, it nerely follows that a nation
acts foolishly if it sacrifices its manufacturing power to foreign
conpetition by commercial treaties, and thereby binds itself to



remain for all future time dependent on the | ow standpoint of
merely agricultural industry; but it does not in the least follow
fromthis, that those treaties are also detrinental and

obj ecti onabl e whereby the reciprocal exchange of agricultura
products and raw materials, or the reciprocal exchange of
manuf act ured products, is pronoted.

We have previously explained that free trade in agricultura
products and raw nmaterials is useful to all nations at all stages
of their industrial development; fromthis it follows that every
commercial treaty which nmtigates or renoves prohibitions and
restrictions on freedomof trade in such articles nust have a
beneficial effect on both contracting nations, as e.g. a convention
bet ween France and Engl and whereby the mutual exchange of w nes and
brandies for pig-iron and coal, or a treaty between France and
Ger many whereby the nutual exchange of wine, oil, and dried fruit,
for corn, wool, and cattle, were pronoted

According to our former deductions, protectionis only
beneficial to the prosperity of the nation so far as it corresponds
with the degree of the nation's industrial devel opment. Every
exaggeration of protection is detrinental; nations can only obtain
a perfect manufacturing power by degrees. On that account also, two
nati ons which stand at different stages of industrial cultivation,
can with nmutual benefit nake reciprocal concessions by treaty in
respect to the exchange of their various manufacturing products.
The | ess advanced nation can, while it is not yet able to produce
for itself with profit finer nmanufactured goods, such as fine
cotton and silk fabrics, neverthel ess supply the further advanced
nation with a portion of its requirements of coarser manufactured
goods.

Such treaties mght be still nore all owable and beneficia
bet ween nations which stand at about the sane degree of industrial
devel opnment, between which, therefore, conpetition is not
overwhel nmi ng, destructive, or repressive, nor tending to give a
monopol y of everything to one side, but nerely acts, as conpetition
in the inland trade does, as an incentive to nmutual enul ation,
perfection, and cheapening of production. This is the case with
nmost of the Continental nations. France, Austria, and the Gernman
Zollverein mght, for instance, anticipate only very prosperous
effects fromnoderately | ow reciprocal protective duties. Al so,
bet ween these countries and Russia nutual concessions coul d be nade
to the advantage of all sides. What they all have to fear at this
time is solely the preponderating conpetition of England.

Thus it appears also fromthis point of view, that the
suprenmacy of that island in manufactures, in trade, in navigation,
and in her colonial enpire, constitutes the greatest existing
i npedi ment to all nations drawi ng nearer to one another; although
it nust be at the same tinme admitted that England, in striving for
this supremacy, has imreasurably increased, and is still daily
i ncreasing, the productive power of the entire hunan race.



Thi rd Book

The Systens

Chapter 28
The National Economi sts of Italy

Italy has been the forerunner of all nodern nations, in the
theory as well as in the practice of Political Economy. Count
Pechi o has given us a laboriously witten sketch of that branch of
Italian literature; only his book is open to the observation, that
he has clung too slavishly to the popul ar theory, and has not duly
set forth the fundanental causes of the decline of Italy's nationa
industry -- the absence of national unity, surrounded as she was by
great nationalities united under hereditary nonarchies; further,
priestly rule and the downfall of nunicipal freedomin the Italian
republics and cities. If he had nore deeply investigated these
causes, he could not have failed to apprehend the special tendency

of the '"Prince' of Mcchiavelli, and he woul d not have passed that
author by with nmerely an incidental reference to him/(1*)
Through a remark of Pechio, that Macchiavelli in a letter to

his friend Guicciardini (in 1525) had proposed a union of all the
Powers of Italy against the foreigner, and that as that letter was
communi cated to Pope Cenent VII he had thus exercised considerable
influence in the formation of the 'Holy League' (in 1526), we were
led to imagi ne that the same tendency nust underlie the 'Prince.

As soon as we referred to that work, we found our anticipation
confirmed at first sight. The object of the "Prince' (witten in
1513) was clearly to inpress the Medici with the idea, that they
were called upon to unite the whole of Italy under one sovereignty;
and to indicate to themthe nmeans whereby that end nmi ght be
attained. The title and formof that book, as though its genera
intention was to treat of the nature of absol ute government, were
undoubtedly selected from notives of prudence. It only alludes
incidentally to the various hereditary Princes and their
governnents. Everywhere the author has in view only one Italian
usurper. Principalities nust be overthrown, dynasties destroyed,

the feudal aristocracy brought under subjection, liberty in the
republics rooted out. The virtues of heaven and the artifices of
hel |, w sdom and audacity, val our and treachery, good fortune and

chance, nmust all be called forth, made use of, and tried by the
usurper, in order to found an Italian enpire. And to this end a
secret is confided to him the power of which has been thoroughly
made mani fest three hundred years later -- a national arny nust be
created, to whomvictory nust be assured by new discipline and by
newy invented arns and manoeuvres. (2*)

If the general character of his argunents | eaves room for doubt
as to the special bias of this author, such doubt will be renoved
by his last chapter. There he plainly declares that foreign
i nvasions and internal divisions are the fundanental causes of all
the evils prevailing in Italy; that the House of the Medici, under
whose dom nion were (fortunately) Tuscany and the States of the
Church, were called by Providence itself to acconplish that great
work; that the present was the best tine and opportunity for
i ntroducing a new réginme, that now a new Mbses nust arise to
deliver his people fromthe bondage of Egypt, that nothing
conferred on a Prince nore distinction and fanme than great
enterprises. (3%)

That anyone may read between the lines the tendency of that



book in the other chapters also, nay be best seen by the manner in
which the author in his ninth chapter speaks of the States of the
Church. It is nmerely an irony when he says, 'The priests possessed
| ands but did not govern them they held | ordships but did not
defend them these happiest of all territories were directly
protected by God's Providence, it would be presunption to utter a
criticismupon them' He clearly by this | anguage neant it to be
under st ood without saying so in plain words: This country presents
no special inpedinent to a bold conqueror, especially to a Medi ci
whose rel ative occupi es the Papal chair.

But how can we explain the advice which Macchiavelli gives to
hi s proposed usurper respecting the republics, considering his own
republican sentinments? And nust it be solely attributed to a design
on his part to ingratiate hinmself with the Prince to whom hi s book
is dedicated, and thus to gain private advantages, when he, the
zeal ous republican, the great thinker and literary genius, the
patriotic martyr, advised the future usurper utterly to destroy the
freedomof the Italian republics? It cannot be denied that
Macchi avel li, at the time when he wote the 'Prince,' was
| angui shing in poverty, that he regarded the future with anxiety,
that he earnestly | onged and hoped for enploynent and support from
the Medici. Aletter which he wote on Cctober 10, 1513, fromhis
poor dwelling in the country to his friend Bettori, at Florence,
pl aces that beyond doubt. (4*)

Nevert hel ess, there are strong reasons for believing that he by
this book did not nerely design to flatter the Medici, and to gain
private advantage, but to pronpte the realisation of a plan of
usurpation; a plan which was not opposed to his
republican-patriotic ideas, though according to the noral ideas of
our day it nust be condemed as reprehensible and wi cked. His
witings and his deeds in the service of the State prove that
Macchi avel | i was thoroughly acquainted with the history of all
periods, and with the political condition of all States. But an eye
whi ch coul d see so far backwards, and so clearly what was around
it, must al so have been able to see far into the future. A spirit
whi ch even at the beginning of the sixteenth century recognised the
advantage of the national armng of Italy, nust also have seen that
the tinme for small republics was past, that the period for great
nmonar chi es had arrived, that nationality could, under the
ci rcunmstances then existing, be won only by means of usurpation,
and nai ntai ned only by despotism that the oligarchies as they then
existed in the Italian republics constituted the greatest obstacle
to national unity, that consequently they nust be destroyed, and
that national freedom would one day grow out of national unity.
Macchi avel | i evidently desired to cast away the worn-out |iberty of
a fewcities as a prey to despotism hoping by its aid to acquire
national union, and thus to insure to future generations freedom on
a greater and a nobl er scale.

The earliest work witten specially on Political Econony in
Italy, is that of Antonio Serra of Naples (in 1613), on the neans
of providing 'the Kingdons' with an abundance of gold and silver

J. B. Say and M Cul |l och appear to have seen and read only the
title of this book: they each pass it over with the remark that it
merely treats of noney; and its title certainly shows that the
aut hor | aboured under the error of considering the precious netals
as the sole constituents of wealth. If they had read farther into
it, and duly considered its contents, they m ght perhaps have
derived fromit sone whol esone | essons. Antonio Serra, although he
fell into the error of considering an abundance of gold and silver
as the tokens of wealth, neverthel ess expresses hinself tolerably
clearly on the causes of it.



He certainly puts mining in the first place as the direct
source of the precious netals; but he treats very justly of the
indirect neans of acquiring them Agriculture, manufactures,
commerce, and navigation, are, according to him the chief sources
of national wealth. The fertility of the soil is a sure source of
prosperity; manufactures are a still nore fruitful source, for
several reasons, but chiefly because they constitute the foundation
of an extensive commerce. The productiveness of these sources
depends on the characteristic qualifications of the people (viz.
whet her they are industrious, active, enterprising, thrifty, and so
forth), also on the nature and circunstances of the locality
(whether, for instance, a city is well situated for nmaritine
trade). But above all these causes, Serra ranks the form of
governnent, public order, nmunicipal liberty, political guarantees,
the stability of the laws. ' No country can prosper,' says he,
where each successive ruler enacts new | aws, hence the States of
the Holy Fat her cannot be so prosperous as those countries whose
governnent and |l egislation are nore stable. In contrast with the
fornmer, one may observe in Venice the effect which a system of
order and | egislation, which has continued for centuries, has on
the public welfare.' This is the quintessence of a system of
Political Econony which in the main, notwithstanding that its
obj ect appears to be only the acquisition of the precious netals,
is remarkable for its sound and natural doctrine. The work of J. B.
Say, although it conprises ideas and matter on Political Econony of
whi ch Antonio Serra had in his day no foreknow edge, is far
inferior to Serra's on the main points, and especially as respects
a due estimate of the effect of political circunstances on the
weal th of nations. Had Say studied Serra instead of laying his work
asi de, he could hardly have maintained (in the first page of his
system of Political Econony) that 'the constitution of countries
cannot be taken into account in respect to Political Econony; that
the peopl e have becone rich, and becone poor, under every form of
governnent; that the only inportant point is, that its
adm ni stration should be good.

We are far fromdesiring to nmaintain the absolute
pr ef er abl eness of any one form of government conpared with others.
One need only cast a glance at the Southern States of Anmerica, to
be convinced that denocratic fornms of governnent anong peopl e who
are not ripe for them can becone the cause of decided
retrogression. in public prosperity. One need only | ook at Russi a,
to perceive that people who are yet in a |low degree of civilisation
are capabl e of mmki ng nost remarkabl e progress in their nationa
wel | -bei ng under an absol ute nonarchy. But that in no way proves
that peopl e have becone rich, i.e. have attained the highest degree
of economical well-being, under all forns of governnent. Hi story
rat her teaches us that such a degree of public well-being, nanely,
a flourishing state of manufactures and comerce, has been attained
in those countries only whose political constitution (whether it
bear the nane of denocratic or aristocratic republic, or limted
nmonar chy) has secured to their inhabitants a high degree of
personal liberty and of security of property whose adninistration
has guaranteed to them a high degree of activity and power
successfully to strive for the attainment of their common objects,
and of steady continuity in those endeavours. For in a state of
hi ghly advanced civilisation, it is not so inportant that the
adm ni stration should be good for a certain period, but that it
shoul d be continuously and conformably good; that the next
adm ni stration should not destroy the good work of the fornmer one;
that a thirty years' admnistration of Col bert should not be



foll owed by a Revocation of the Edict of Nantes, that for
successi ve centuries one should foll ow one and the sane system and
strive after one and the sane object. Only under those politica
constitutions in which the national interests are represented (and
not under an absol ute CGovernment, under which the State

adm nistration is necessarily always nodified according to the
individual will of the ruler) can such a steadiness and consi st ency
of administration be secured, as Antonio Serra rightly observes. On
the other hand, there are undoubtedly certain grades of
civilisation in which the adm nistration by absol ute power may
prove far nore favourable to the econonical and mental progress of
the nation (and generally is so) than that of a |imted nonarchy.
We refer to periods of slavery and serfdom of barbarism and
superstition, of national disunity, and of caste privil eges. For,
under such circunstances, the constitution tends to secure not only
the interests of the nation, but also the continuance of the
prevailing evils, whereas it is the interest and the nature of

absol ute government to destroy the latter, and it is also possible
that an absolute ruler may arise of distinguished power and
sagacity, who nmay cause the nation to nake advances for centuri es,
and secure to its nationality existence and progress for all future
tinme.

It is consequently only a conditional commonplace truth on the
faith of which J. B. Say would exclude politics fromhis doctrine.
In every case it is the chief desideratumthat the admnistration
shoul d be good; but the efficiency of the administration depends on
the formof government, and that form of government is clearly the
best which nost pronotes the noral and material welfare and the
future progress of any given nation. Nations have nade sone
progress un der all forns of government. But a high degree of
economni cal devel opnent has only been attained in those nations
whose form of government has been such as to secure to thema high
degree of freedom and power, of steadi ness of |aws and of policy,
and efficient institutions.

Antonio Serra sees the nature of things as it actually exists,
and not through the spectacles of previous systens, or of sonme one
principle which he is determ ned to advocate and carry out. He
draws a conpari son between the condition of the various States of
Italy, and perceives that the greatest degree of wealth is to be
found where there is extensive conmerce; that extensive commerce
exi sts where there is a well-devel oped manuf acturi ng power, but
that the latter is to be found where there is nunicipal freedom

The opinions of beccaria are pervaded by the fal se doctrines of
the physiocratic school. That author indeed either discovered, or
derived fromAristotle, the principle of the division of |abour,
either before, or contenporaneously with, Adam Smth; he, however,
carries it farther than Adam Snith, inasnmuch as he not only applies
it to the division of the work in a single manufactory, but shows
that the public welfare is prompted by the division of occupation
among the nenbers of the community. At the sane tine he does not
hesitate, with the physiocrats, to assert that nanufactures are
non- producti ve.

The views of the great philosophical jurist, Filangieri, are
about the narrowest of all. |Inmbued with fal se cosnopolitanism he
consi ders that England, by her protective policy, has nerely given
a premumto contraband trade, and weakened her own commerce.

Verri, as a practical statesman, could not err so widely as
that. He adnits the necessity of protection to native industry
agai nst foreign conpetition; but did not or could not see that such
a policy is conditional on the greatness and unity of the
nationality.



NOTES

1. During a journey in Germany which the author undertook while
this work was in the press, he learned for the first tine that
Doctors Von Ranke and Gervinus have criticised Macchiavelli's
Prince fromthe sane point of view as hinself.

2. Everything that Macchiavelli has witten, whether before or
after the publication of the Prince, indicates that he was
revolving in his mnd plans of this kind. How otherwi se can it be
expl ai ned, why he, a civilian, a man of letters, an anbassador and
State official, who had never borne arns, should have occupied

hi nsel f so much in studying the art of war, and that he should have
been able to wite a work upon it which excited the wonder of the
nmost di stingui shed soldiers of his tinme?

3. Frederick the Great in his Anti-Mcchiavel treats of the Prince
as sinply a scientific treatise on the rights and duties of princes
generally. Here it is remarkable that he, while contradicting
Macchi avel | i chapter by chapter, never nentions the |ast or
twenty-si xth chapter, which bears the heading, 'A Summons to free
Italy fromthe Foreigners,' and instead of it inserts a chapter
which is not contained in Macchiavelli's work with the heading, 'On
the different kinds of Negotiations, and On the just Reasons for a
Decl aration of War.'

4. First published in the work, Pensieri intorno allo scopo d
Ni col o Macchiavelli nel libro "Il Principe.'" MIlano, 1810.

Chapter 29

The I ndustrial System (Fal sely Terned by the School 'The Mercantile
Systen)

At the period when great nationalities arose, owing to the
uni on of entire peoples brought about by hereditary monarchy and by
the centralisation of public power, commerce and navigation, and
hence weal th and naval power, existed for the nost part (as we have
before shown) in republics of cities, or in |eagues of such
republics. The nore, however, that the institutions of these great
nationalities becane devel oped, the nore evident becane the
necessity of establishing on their own territories these main
sources of power and of wealth.

Under the conviction that they could only take root and
flourish under municipal liberty, the royal power favoured
muni ci pal freedom and the establishment of guilds, both which it
regarded as counterpoi ses agai nst the feudal aristocracy, who were
continually striving for independence, and al ways hostile to
national unity. But this expedi ent appeared insufficient, for one
reason, because the total of the advantages which individuals
enjoyed in the free cities and republics was much greater than the
total of those advantages which the nmonarchi cal governments were
able to offer, or chose to offer, in their own rmunicipal cities; in
the second pl ace, because it is very difficult, indeed imnpossible,
for a country which has always been principally engaged in
agriculture, successfully to displace in free conpetition those
countries which for centuries have acquired supremacy in
manuf act ures, comerce, and navigation; lastly, because in the
great nonarchies the feudal institutions acted as hindrances to the
devel opment of their internal agriculture, and consequently to the
growt h of their internal manufactures. Hence, the nature of things



| ed the great nonarchies to adopt such political neasures as tended
to restrict the inportation of foreign nmanufactured goods, and
forei gn commerce and navigation, and to favour the progress of
their own manufactures, and their own comerce and navi gation

I nstead of raising revenue as they had previously done by
duties on the raw nmaterials which they exported, they were
henceforth principally levied on the inported manufactured goods.
The benefits offered by the latter policy stinulated the merchants,
seamen, and manufacturers of nmore highly civilised cities and
countries to immigrate with their capital into the great
nmonar chies, and stinmulated the spirit of enterprise of the subjects
of the latter. The growth of the national industry was followed by
the growmh of the national freedom The feudal aristocracy found it
necessary in their own interest to make concessions to the
i ndustrial and comercial population, as well as to those engaged
in agriculture; hence resulted progress in agriculture as well as
in native industry and native comerce, which had a reciprocally
favourabl e influence on those two other factors of national wealth.
We have shown how Engl and, in consequence of this system and
favoured by the Refornmation, nade forward progress fromcentury to
century in the devel opnent of her productive power, freedom and
m ght. We have stated how in France this systemwas foll owed for
sonme time with success, but howit came to grief there, because the
institutions of feudalism of the priesthood, and of the absolute
monar chy, had not yet been refornmed. W have al so shown how the
Pol i sh nationality succunbed, because the el ective system of
nmonar chy did not possess influence and steadi ness enough to bring
into existence powerful municipal institutions, and to reformthe
feudal aristocracy. As a result of this policy, there was created
in the place of the comercial and manufacturing city, and of the
agricultural province which chiefly existed outside the politica
i nfluence of that city, the agricultural - manufacturing-comrercia
State; a nation conplete in itself, an harnoni ous and conpact
whol e, in which, on the one hand, the fornerly prevailing
di fferences between nonarchy, feudal aristocracy, and citizenhood
gave place to one harnoni ous accord, and, on the other hand, the
cl osest union and reciprocally beneficial action took place between
agriculture, manufactures, and comerce. This was an i nmeasurably
nmore perfect conmonweal th than the previously existing one, because
t he manufacturing power, which in the municipal republic had been
confined to a narrow range, now could extend itself over a w der
sphere; because now all existing resources were placed at its
di sposition; because the division of |abour and the confederation
of the productive powers in the different branches of nanufactures,
as well as in agriculture, were nmade effectual in an infinitely
greater degree; because the nunerous classes of agriculturists
becane politically and comrercially united with the manufacturers
and nerchants, and hence perpetual concord was nmi ntai ned between
them the reciprocal action between manufacturing and comrercia
power was perpetuated and secured for ever; and finally, the
agriculturists were nmade partakers of all the advantages of
civilisation arising frommanufactures and comrerce. The
agricul tural -manuf acturing-comercial State is like a city which
spreads over a whol e kingdom or a country district raised up to be
a city. In the same proportion in which material production was
pronoted by this union, the nental powers nust necessarily have
been devel oped, the political institutions perfected, the State
revenues, the national mlitary power, and the popul ation,
i ncreased. Hence we see at this day, that nation which first of all
perfectly devel oped the agricultural, manufacturing, and comrerci al
State, standing in these respects at the head of all other nations.



The Industrial Systemwas not defined in witing, nor was it a
theory devised by authors, it was sinply acted upon in practice,
until the tinme of Stewart, who deduced it for the nost part from
the actual English practice, just as Antonio Serra deduced his
system from a consi deration of the circunstances of Venice.
Stewart's treatise, however, cannot be considered a scientific
work. The greater part of it is devoted to noney, banking, the
paper circulation -- commercial crises -- the balance of trade, and
the doctrine of population: -- discussions fromwhich even in our
day nuch nmay be | earned, but which are carried on in a very
illogical and unintelligible way, and in which one and the sane
idea is ten tinmes repeated. The other branches of political econony
are either superficially treated, or passed over altogether.

Nei t her the productive powers, nor the elenments of price, are
thoroughly di scussed. Everywhere the author appears to have in view
only the experiences and circunstances of England. In a word, his
book possesses all the nerits and denerits of the practice of

Engl and, and of that of Colbert. The nerits of the Industrial
System as conpared with |ater ones, are:

1. That it clearly recognises the value of native nmanufactures
and their influence on native agriculture, comrerce, and
navi gation, and on the civilisation and power of the nation; and
expresses itself unreservedly to that effect.

2. That it indicates what is in general the right neans whereby
a nation which is qualified for establishing a nmanufacturing power,
may attain a national industry. (1%)

3. That it is based on the idea of 'the nation,' and regarding
the nations as individual entities, everywhere takes into account
the national interests and national conditions.

On the other hand, this systemis chargeable with the follow ng
chief faults:

1. That it does not generally recogni se the fundanenta
principle of the industrial devel opnent of the nation and the
conditions under which it can be brought into operation

2. That it consequently would m sl ead peoples who live in a
climate unsuited for manufacturing, and small and uncivilised
states and peoples, into the adoption of the protective system

3. That it always seeks to apply protection to agriculture, and
especially to the production of raw materials -- to the injury of
agriculture -- whereas agricultural industry is sufficiently
protected agai nst foreign conpetition by the nature of things.

4. That it seeks to favour manufactures unjustly by inposing
restrictions on the export of raw materials, to the detrinent of
agriculture

5. That it does not teach the nation which has already attained
manuf acturi ng and comrerci al supremacy to preserve her own
manuf acturers and merchants fromindol ence, by permtting free
conpetition in her own markets.

6. That in the exclusive pursuit of the political object, it
i gnores the cosnopolitical relations of all nations, the objects of
the whol e human race; and hence would m sl ead governnents into a
prohibitory system where a protective one would anply suffice, or
i mposi ng duties which are practically prohibitory, when noderate
protective duties would better answer the purpose.

Fi nally.

7. That chiefly owing to his utterly ignoring the principle of
cosnmopolitanism it does not recognise the future union of all
nations, the establishnment of perpetual peace, and of universa
freedom of trade, as the goal towards which all nations have to
strive, and nore and nore to approach.



The subsequent school s have, however, falsely reproached this
system for considering the precious netals as the sole constituents
of wealth, whereas they are nmerely nerchandise like all other
articles of value; and that hence it would follow that we ought to
sell as nuch as possible to other nations and to buy fromthem as
little as possible.

As respects the former objection, it cannot be truly alleged of
either Colbert's administration or of that of the English since
George |. that they have attached an unreasonabl e degree of
i mportance to the inportation of the precious netals.

To raise their own native manufactures, their own navigation
their foreign trade, was the aimof their comercial policy; which
i ndeed was chargeable with many m stakes, but which on the whol e
produced i nportant results. W have observed that since the Methuen
Treaty (1703) the English have annually exported great quantities
of the precious netals to the East Indies, w thout considering
these exports as prejudicial

The M nisters of CGeorge | when they prohibited (in 1721) the
i nportation of the cotton and silk fabrics of India did not assign
as a reason for that nmeasure that a nation ought to sell as nmuch as
possible to the foreigner, and buy as little as possible fromhim
that absurd idea was grafted on to the industrial systemby a
subsequent school ; what they asserted was, that it is evident that
a nation can only attain to wealth and power by the export of its
own nmanufactured goods, and by the inport from abroad of raw
materials and the necessaries of life. England has followed this
maxi m of State policy to the present day, and by following it has
becone rich and mighty; this maximis the only true one for a
nati on which has been long civilised, and which has al ready brought
its own agriculture to a high degree of devel opnent.

NOTES

1. Stewart says (book 1. chapter xxix.): 'In order to pronote
industry, a nation nust act as well as permt, and protect. Could
ever the wooll en manufacture have been introduced into France from
the consideration of the great advantage whi ch Engl and had drawn
fromit. if the king had not undertaken the support of it by
granting many privileges to the undertakers, and by laying strict
prohibitions on all foreign cloths? Is there any other way of
establ i shing a new manuf acture anywhere?

Chapter 30
The Physiocratic or Agricultural System

Had the great enterprise of Colbert been permtted to succeed
-- had not the Revocation of the Edict of Nantes, the |ove of
spl endour and fal se anbition of Louis XV, and the debauchery and
extravagance of his successors, nipped in the bud the seeds which
Col bert had sown -- if consequently a wealthy manufacturing and
commercial interest had arisen in France, if by good fortune the
enornous properties of the French clergy had been given over to the
public, if these events had resulted in the formati on of a powerful
| ower house of Parlianment, by whose influence the feuda
ari stocracy had been refornmed -- the physiocratic system would
hardly have ever cone to light. That system was evidently deduced
fromthe then existing circunstances of France, and was only
appl i cable to those circunstances.

At the period of its introduction the greater part of the
| anded property in France was in the hands of the clergy and the



nobility It was cultivated by a peasantry |angui shing under a state
of serfdom and personal oppression, who were sunk in superstition,
i ghorance, indol ence, and poverty The owners of the |and, who
constituted its productive instrunents, were devoted to frivol ous
pursuits, and had neither mind for, nor interest in, agriculture.
The actual cultivators had neither the nmental nor material neans
for agricultural inprovenents. The oppression of feudalismon
agricultural production was increased by the insatiable demands
made by the nonarchy on the producers, which were nmade nore
intolerable by the freedomfromtaxation enjoyed by the clergy and
nobility. Under such circunstances it was inpossible that the nost
i nportant branches of trade could succeed, those nanely which
depend on the productiveness of native agriculture, and the
consunption of the great nasses of the people; those only could
manage to thrive which produced articles of luxury for the use of
the privileged classes. The foreign trade was restricted by the
inability of the material producers to consunme any consi derable
quantity of the produce of tropical countries, and to pay for them
by their own surplus produce; the inland trade was oppressed by
provincial custons duties.

Under such circunstances, nothing could be nore natural than
that thoughtful men, in their investigations into the causes of the
prevai ling poverty and nisery, should have arrived at the
conviction, that national welfare could not be attained so | ong as
agriculture was not freed fromits fetters, so long as the owners
of land and capital took no interest in agriculture, so long as the
peasantry renmai ned sunk in personal subjection, in superstition,

i dl eness, and ignorance, so long as taxation remai ned undi m ni shed
and was not equally borne by all classes, so long as interna
tariff restrictions existed, and foreign trade did not flourish

But these thoughtful nen (we nust renenber) were either
physicians to the King and his Court, Court favourites, or
confidants and friends of the aristocracy and the clergy they could
not and woul d not decl are open war agai nst either absolute power or
agai nst clergy and nobility: There remained to them but one net hod
of dissenminating their views, that of concealing their plan of
reform under the obscurity of a profound system just as, in
earlier as well as later tines, ideas of political and religious
ref orm have been enbedded in the substance of phil osophica
systens. Foll owi ng the phil osophers of their own age and country,
who, in view of the total disorganisation of the national condition
of France, sought consolation in the wider field of philanthropy
and cosnopolitanism (rmuch as the father of a family, in despair at
the break-up of his household, goes to seek confort in the tavern),
so the physiocrats caught at the cosnopolitan idea of universa
free trade, as a panacea by which all prevailing evils mght be
cured. Wen they had got hold of this point of truth by exalting
their thoughts above, they then directed them beneath, and
di scovered in the 'nett revenue' of the soil a basis for their
preconcei ved i deas. Thence resulted the fundanental naxi mof their
system 'the soil alone yields nett revenue' therefore agriculture
is the sole source of wealth. That is a doctrine from which
wonder ful consequences mnight be inferred -- first feudalism nust
fall, and if requisite, landowning itself; then all taxation ought
to be levied on the land, as being the source of all wealth; then
the exenption fromtaxation enjoyed by the nobility and clergy nust
cease; finally the manufacturers mnmust be deenmed an unproductive
class, who ought to pay no taxes, but also ought to have no
St at e-protecti on, hence custom houses nust be abol i shed.

In short, people contrived by nmeans of the nost absurd
argunents and contentions to prove those great truths which they



had det erm ned beforehand to prove.

O the nation, and its special circunstances and condition in
relation to other nations, no further account was to be taken, for
that is clear fromthe 'Encycl opédi e Mét hodi que,’' which says, 'The
wel fare of the individual is conditional on the welfare of the
entire hunan race.' Here, therefore, no account was taken of any
nation, of any war, of any foreign comercial neasures: history and
experience nust be either ignored or msrepresented. The great
merit of this systemwas, that it bore the appearance of an attack
made on the policy of Colbert and on the privileges of the
manuf acturers, for the benefit of the | andowners; while in reality
its blows told with nost effect on the special privileges of the
|atter. Poor Col bert had to bear all the blame of the sufferings of
the French agriculturists, while neverthel ess everyone knew t hat
France possessed a great industry for the first tine since
Col bert's admi nistration; and that even the dullest intellect was
aware that manufactures constitute the chief neans for pronoting
agriculture and commerce. The Revocation of the Edict of Nantes --
the wanton wars of Louis XIV -- the profligate expenditure of Louis
XV -- were utterly ignored by these phil osophers.

Quesnay in his witings has adduced, and replied to, point by
poi nt, the objections which were urged against his system One is
astoni shed at the nmass of sound sense which he puts into the nouth
of his opponents, and at the mass of nystical absurdity which he
opposes to those objections by way of argunment. Notw thstandi ng,
all that absurdity was accepted as wi sdom by the contenporaries of
this reformer, because the tendency of his system accorded with the
circunstances of France at that tinme, and with the philanthropic
and cosnopolitan ideas prevalent in that century.

Chapter 31

The System of Val ues of Exchange (Fal sely Ternmed by the School, The
"Industrial' Systenm) -- Adam Smith

Adam Snith's doctrine is, in respect to national and
i nternational conditions, nmerely a continuation of the physiocratic
system Like the latter, it ignores the very nature of
nationalities, seeks alnbst entirely to exclude politics and the
power of the State, presupposes the existence of a state of
per petual peace and of universal union, underrates the value of a
nati onal manufacturing power, and the neans of obtaining it, and
demands absol ute freedom of trade

Adam Snith fell into these fundanental errors in exactly the
same way as the physiocrats had done before him nanely, by
regardi ng absolute freedomin international trade as an axi om
assent to which is demanded by comon sense, and by not
investigating to the bottomhow far history supports this idea.

Dugal d Stewart (Adam Smith's abl e bi ographer) infornms us that
Smith, at a date twenty-one years before his work was published in
1776 (viz. in 1755), claimed priority in conceiving the idea of
uni versal freedomof trade, at a literary party at which he was
present, in the foll ow ng words:

"Man is usually nmade use of by statesnen and makers of
projects, as the material for a sort of political handiwork. The
project makers, in their operations on hunman affairs, disturb
Nat ure, whereas people ought sinply to | eave her to herself to act
freely; in order that she may acconplish her objects. In order to
raise a State fromthe | owest depth of barbarismto the highest
degree of wealth, all that is requisite is peace, noderate



taxation, and good adm nistration of justice ; everything else wll
follow of its own accord in the natural course of things. A
governnents which act in a contrary spirit to this natural course,
whi ch seek to divert capital into other channels, or to restrict
the progress of the community in its spontaneous course, act
contrary to nature, and, in order to naintain their position
becone oppressive and tyrannical.'

Adam Snmith set out fromthis fundamental idea, and to prove it
and to illustrate it was the sole object of all his later works. He
was confirmed in this idea by Quesnay, Turgot, and the other
coryphaei of the physiocratic school, whose acquai ntance he had
made in a visit to France in the year 1765.

Smith evidently considered the idea of freedomof trade as an
intellectual discovery which would constitute the foundation of his
literary fane. How natural, therefore, it was that he should
endeavour in his work to put aside and to refute everything that
stood in the way of that idea; that he should consider hinself as
the professed advocate of absolute freedom of trade, and that he
thought and wote in that spirit.

How could it be expected, that with such preconcei ved opi ni ons,
Smith should judge of nen and of things, of history and statistics,
of political measures and of their authors, in any other light than
as they confirned or contradicted his fundanmental principle?

In the passage above quoted from Dugald Stewart, Adam Snith's
whol e systemis conmprised as in a nutshell. The power of the State
can and ought to do nothing, except to allow justice to be
adm nistered, to inpose as little taxation as possible. Statesnen
who attenpt to found a manufacturing power, to pronote nhavigation,
to extend foreign trade, to protect it by naval power, and to found
or to acquire colonies, are in his opinion project makers who only
hi nder the progress of the community. For himno nation exists, but
merely a community, i.e. a nunber of individuals dwelling together.
These individual s know best for thensel ves what branches of
occupation are nost to their advantage, and they can best sel ect
for thensel ves the nmeans which pronmote their prosperity.

This entire nullification of nationality and of State power,
this exaltation of individualismto the position of author of al
ef fective power, could be nade plausible only by naking the main
obj ect of investigation to be not the power which effects, but the
thing effected, nanely, naterial wealth, or rather the value in
exchange which the thing effected possesses. Mterialismnust cone
to the aid of individualism in order to conceal what an enornous
amount of power accrues to individuals fromnationality, from
national unity, and fromthe national confederation of the
productive powers. A bare theory of values nmust be made to pass
current as national econony, because individuals alone produce
val ues, and the State, incapable of creating values, must limt its
operations to calling into activity, protecting, and pronoting the
productive powers of individuals. In this conbination, the
qui nt essence of political econony may be stated as follows, viz.
Wealth consists in the possession of objects of exchangeabl e val ue;
obj ects of exchangeabl e val ue are produced by the | abour of
i ndividuals in conbination with the powers of nature and with
capital. By the division of |abour, the productiveness of the
| abour is increased; capital is accunul ated by savings, by
producti on exceedi ng consunption. The greater the total amount of
capital, so nmuch the greater is the division of |abour, and hence
the capacity to produce. Private interest is the nost effectua
stimulus to | abour and to econony. Therefore the highest w sdom of
statecraft consists in placing no obstacle in the way of private
industry, and in caring only for the good adninistration of



justice. And hence also it is folly to induce the subjects of a
State, by neans of State |egislative neasures, to produce for them
sel ves anyt hing which they can buy cheaper from abroad. A system so
consistent as this is, which sets forth the el ements of wealth,
which so clearly explains the process of its production, and
apparently so conpletely exposes the errors of the previous
schools, could not fail, in default of any other, to neet with
acceptance. The mi stake has been sinply, that this systemat bottom
is nothing else than a system of the private econony of all the

i ndi vi dual persons in a country, or of the individuals of the whole
human race, as that econony woul d devel op and shape itself, under

a state of things in which there were no distinct nations,
nationalities, or national interests -- no distinctive politica
constitutions or degrees of civilisation -- no wars or nationa
aninosities; that it is nothing nore than a theory of values; a
mer e shopkeeper's or individual nmerchant's theory -- not a
scientific doctrine, showi ng how the productive powers of an entire
nation can be called into existence, increased, maintained, and
preserved -- for the special benefit of its civilisation, welfare,
m ght, continuance, and i ndependence.

This systemregards everything fromthe shopkeeper's point of
view. The value of anything is wealth, according to it, so its sole
object is to gain values. The establishnent of powers of
production, it |eaves to chance, to nature, or to the providence of
God (whi chever you please), only the State nust have nothing at al
to do with it, nor nust politics venture to neddle with the
busi ness of accunul ati ng exchangeabl e values. It is resolved to buy
wherever it can find the cheapest articles -- that the hone
manuf actories are ruined by their inmportation, matters not to it.

If foreign nations give a bounty on the export of their
manuf act ured goods, so nmuch the better; it can buy them so nuch the
cheaper. In its view no class is productive save those who actually
produce things valuable in exchange. It well recogni ses how the

di vi sion of |abour pronptes the success of a business in detail

but it has no perception of the effect of the division of |abour as
affecting a whole nation. It knows that only by individual econony
can it increase its capital, and that only in proportion to the
increase in its capital can it extend its individual trades; but it
sets no value on the increase of the productive power, which
results fromthe establishment of native manufactories, or on the
foreign trade and national power which arise out of that increase.
What may becone of the entire nation in the future, is toit a
matter of perfect indifference, so long as private individuals can
gain wealth. It takes notice nerely of the rent yielded by Iand,

but pays no regard to the value of |anded property; it does not
perceive that the greatest part of the wealth of a nation consists
in the value of its land and its fixed property. For the influence
of foreign trade on the value and price of |anded property, and for
the fluctuations and calanities thence arising; it cares not a
straw. In short, this systemis the strictest and npst consistent
"mercantile system' and it is inconprehensible howthat termcould
have been applied to the systemof Col bert, the main tendency of

which is towards an 'industrial systemi -i.e. a systemwhich has
solely in view the founding of a national industry -- a nationa
commerce -- wthout regarding the tenporary gains or |osses of

val ues i n exchange.

Not wi t hst andi ng, we woul d by no nmeans deny the great nerits of
Adam Snmith. He was the first who successfully applied the
anal ytical nethod to political econony. By neans of that nethod and
an unusual degree of sagacity, he threw |ight on the nbst inportant



branches of the science, which were previously al nbost wholly
obscure. Before Adam Snmith only a practice existed; his works
rendered it possible to constitute a science of political econony,
and he has contributed a greater amount of nmaterials for that
object than all his predecessors or successors.

But that very peculiarity of his mind by which, in analysing
the various constituent parts of political economy, he rendered
such inportant service, was the cause why he did not take a
conpr ehensi ve view of the community in its entirety; that he was
unabl e to conbi ne individual interests in one harnoni ous whol e;
that he would not consider the nation in preference to nere
i ndi vidual s; that out of nere anxiety for the freedom of action of
the individual producers, he lost sight of the interests of the
entire nation. He who so clearly perceived the benefits of the
di vision of labour in a single manufactory, did not perceive that
the sane principle is applicable with equal force to entire
provi nces and nati ons.

Wth this opinion, that which Dugald Stewart says of him
exactly agrees. Smith could judge individual traits of character
with extraordinary acuteness; but if an opinion was needed as to
the entire character of a man or of a book, one could not be
sufficiently astoni shed at the narrowness and obliquity of his
views. Nay, he was incapable of formng a correct estimate of the
character of those with whom he had lived for many years in the
most intimate friendship. 'The portrait,' says his biographer, 'was
ever full of life and expression, and had a strong resenbl ance to
the original if one conpared it with the original froma certain
poi nt of view, but it never gave a true and perfect representation
according to all its dinensions and circunstances.'

Chapter 32

The System of Val ues of Exchange (Continued) -- Jean Baptiste Say
and his Schoo

Thi s author on the whol e has nerely endeavoured to systenati se,
to elucidate, and to popul arise, the materials which Adam Snith had
gathered together after an irregular fashion. In that he has
perfectly succeeded, inasnuch as he possessed in a high degree the
gift of systematisation and elucidation. Nothing new or original is
to be found in his witings, save only that he asserted the
productiveness of nmental |abours, which Adam Snith denied. Only,
this view, which is quite correct according to the theory of the
productive powers, stands opposed to the theory of exchangeable
val ues, and hence Snith is clearly nore consistent than Say. Menta
| abourers produce directly no exchangeabl e val ues; nay, nore, they
di m ni sh by their consunption the total anbunt of materia
productions and savings, and hence the total of material wealth.

Mor eover, the ground on which Say from his point of viewincludes
ment al | abourers anobng the productive class, viz. because they are
paid with exchangeabl e values, is an utterly basel ess one, inasnuch
as those val ues have been al ready produced before they reach the
hands of the nental |abourers; their possessor alone is changed,
but by that change their amount is not increased. W can only term
mental | abourers productive if we regard the productive powers of
the nation, and not the nere possession of exchangeabl e val ues, as
national wealth. Say found hinself opposed to Snmith in this
respect, exactly as Smith had found hinself opposed to the
physi ocr at s.

In order to include manufacturers anong the productive class,
Smith had been obliged to enlarge the idea of what constitutes



weal th; and Say on his part had no other alternative than either to
adopt the absurd view that nental |abourers are not productive, as
it was handed down to himby Adam Smith, or else to enlarge the
i dea of wealth as Adam Smith had done in opposition to the
physi ocrats, nanely, to nake it conprise productive power; and to
argue, national wealth does not consist in the possession of
exchangeabl e val ues, but in the possession of power to produce,
just as the wealth of a fisherman does not consist in the
possession of fish, but in the ability and the neans of continually
catching fish to satisfy his wants

It is noteworthy, and, so far as we are aware, not generally
known, that Jean Baptiste Say had a brother whose plain clear
common sense led himclearly to perceive the fundanmental error of
the theory of values, and that J. B. Say hinmself expressed to his
doubting brother doubts as to the soundness of his own doctrine.

Louis Say wote from Nantes, that a technical |anguage had
becone prevalent in political econony which had led to nmuch fal se
reasoni ng, and that his brother Jean hinself was not free from
it.(1*) According to Louis Say, the wealth of nations does not
consist in material goods and their value in exchange, but in the
ability continuously to produce such goods. The exchange theory of
Smith and J. B. Say regards wealth fromthe narrow point of view of
an individual nerchant, and this system which would reformthe
(so-called) nercantile system is itself nothing else than a
restricted nmercantile system (2*) To these doubts and objections J.
B. Say replied to his brother that '"his (J. B. Say's) nethod
(method?) (viz. the theory of exchangeabl e values) was certainly
not the best, but that the difficulty was, to find a better."'(3*)

What! difficult to find a better? Had not brother Louis, then,
found one? No, the real difficulty was that people had not the
requi site acuteness to grasp and to follow out the idea which the
brother had (certainly only in general terns) expressed; or rather,
per haps, because it was very distasteful to have to overturn the
al ready established school, and to have to teach the precise
opposite of the doctrine by which one had acquired celebrity. The
only original thing in J. B. Say's witings is the formof his
system viz. that he defined political econony as the science which
shows how material wealth is produced, distributed, and consuned.
It was by this classification and by his exposition of it that J.
B. Say made his success and al so his school, and no wonder: for
here everything lay ready to his hand; he knew how to explain so
clearly and intelligibly the special process of production, and the
i ndi vi dual powers engaged in it; he could set forth so lucidly
(within the limts of his own narrow circle) the principle of the
di vision of I abour, and so clearly expound the trade of
i ndi viduals. Every working potter, every huckster could understand
him and do so the nore readily, the less J. B. Say told himthat
was new or unknown. For that in the work of the potter, hands and
skill (labour) must be conbined with clay (natural material) in
order by nmeans of the potter's wheel, the oven, and fuel (capital),
to produce pots (val uable products or values in exchange), had been
wel | known | ong before in every respectable potter's workshop, only
they had not known how to describe these things in scientific
| anguage, and by neans of it to generalise upon them Al so there
were probably very few hucksters who did not know before J. B
Say's tinme, that by exchange both parties could gain values in
exchange, and that if anyone exported 1,000 thalers' worth of
goods, and got for them 1,500 thalers' worth of other goods from
abroad, he woul d gain 500 thalers.

It was al so well known before, that work | eads to wealth, and
i dl eness to beggary; that private self-interest is the nost



powerful stimulus to active industry; and that he who desires to
obtai n young chi ckens, nust not first eat the eggs. Certainly
peopl e had not known before that all this was political econony;
but they were delighted to be initiated with so little trouble into
the deepest nysteries of the science, and thus to get rid of the
hat eful duties which make our favourite luxuries so dear, and to
get perpetual peace, universal brotherhood, and the mllenniuminto
the bargain. It is also no cause for surprise that so nmany | earned
men and State officials ranked t hensel ves anong the admrers of
Smith and Say; for the principle of 'laissez faire et |aissez
all er' denands no sagacity from any save those who first introduced
and expounded it; authors who succeeded them had nothing to do but
to reiterate, enbellish, and elucidate their argunent; and who
m ght not feel the wish and have the ability to be a great
statesman, if all one had to do was to fold one's hands in one's
boson? It is a strange peculiarity of these systens, that one need
only adopt their first propositions, and | et oneself be |ed
credul ously and confidingly by the hand by the author, through a
few chapters, and One is lost. W nust say to M Jean Baptiste Say
at the outset that political econony is not, in our opinion, that
sci ence whi ch teaches only how val ues in exchange are produced by
i ndividuals, distributed anong them and consuned by them we say
to himthat a statesman will know and nmust know, over and above
that, how the productive powers of a whole nation can be awakened,
i ncreased, and protected, and how on the other hand they are
weakened, laid to sleep, or utterly destroyed; and how by neans of
those national productive powers the national resources can be
utilised in the wi sest and best manner so as to produce nationa
exi stence, national independence, national prosperity, nationa
strength, national culture, and a national future.

This system (of Say) has rushed fromone extreme view that the

State can and ought to regulate everything -- into the opposite
extrene -- that the State can and ought to do nothing: that the
individual is everything, and the State nothing at all. The opinion

of M Say as to the omi potence of individuals and the inpotence of
the State verges on the ridicul ous. Wiere he cannot forbear from
expressing a word of praise on the efficacy of Col bert's neasures
for the industrial education of France, he exclains, 'One could
hardly have given private persons credit for such a high degree of
wi sdom '

If we turn our attention fromthe systemto its author, we see
in hima man who, w thout a conprehensive know edge of history,
wi t hout deep insight into State policy or State adm nistration,
wi thout political or philosophical views, with nerely one idea
adopted fromothers in his head, rummages through history,
politics, statistics, commercial and industrial relations, in order
to discover isolated proofs and facts which may serve to support
his idea. If anyone will read his remarks on the Navi gati on Laws,
the Met huen Treaty, the system of Col bert, the Eden Treaty, &c. he
will find this judgnent confirmed. It did not suit himto follow
out connectedly the comrercial and industrial history of nations.
That nations have becone rich and m ghty under protective tariffs
he admts, only in his opinion they becanme so in spite of that
system and not in consequence of it; and he requires that we should
bel i eve that conclusion on his word alone. He naintains that the
Dutch were induced to trade directly with the East |ndies, because
Philip Il forbade themto enter the harbour of Portugal; as though
the protective systemwould justify that prohibition, as though the
Dutch woul d not have found their way to the East Indies without it.
Wth statistics and politics M Say is as dissatisfied as with



history: with the forner because no doubt they produce the

i nconveni ent 'facts which he says 'have so often proved

contradi ctory of his systeml -- with the latter because he
understood nothing at all of it. He cannot desist from his warnings
against the pitfalls into which statistical facts may m sl ead us,
or fromreninding us that politics have nothing to do with
political econony, which sounds about as wise as if anyone were to
mai ntain that pewter nust not be taken into account in the

consi deration of a pewter platter.

First a nerchant, then a manufacturer, then an unsuccessfu
politician, Say laid hold of political econony just as a nan grasps
at sonme new undertaki ng when the old one cannot go on any | onger.
We have his own confession on record, that he stood in doubt at
first whether he should advocate the (so-called) nercantile system
or the systemof free trade. Hatred of the Continental system (of
Napol eon) which had ruined his manufactory, and agai nst the author
of it who had turned himout of the magistracy, determned himto
espouse the cause of absolute freedom of trade

The term ' freedom in whatever connection it is used has for
fifty years past exercised a magical influence in France. Hence it
happened that Say, under the Enpire as well as under the
Restoration, belonged to the Qpposition, and that he incessantly
advocat ed economy. Thus his witings became popul ar for quite other
reasons than what they contained. Oherwise would it not be
i nconprehensi ble that their popularity should have continued after
the fall of Napol eon, at a period when the adoption of Say's system
woul d inevitably have ruined the French manufacturers? Hs firm
adherence to the cosnopolitical principle under such circunstances
proves how little political insight the man had. Howin little he
knew the world, is shown by his firmbelief the cosnopolitica
tendenci es of Canni ng and Huski sson. One thing only was | acking to
his fame, that neither Louis XVIII nor Charles X made him ninister
of commerce and of finance. In that case history woul d have coupl ed
his name with that of Colbert, the one as the creator of the
national industry, the other as its destroyer

Never has any author with such small materials exercised such
a wide scientific terrorismas J. B. Say; the slightest doubt as to
the infallibility of his doctrine was branded as obscuranti sm and
even nen |ike Chaptal feared the anathenmas of this
politico-econom cal Pope. Chaptal's work on the industry of France,
fromthe beginning to the end, is nothing else than an exposition
of the effects of the French protective system he states that
expressly; he says distinctly that under the existing circunstances
of the world, prosperity for France can only be hoped for under the
system of protection. At the same tinme Chaptal endeavours by an
article in praise of free trade, directly in opposition to the
whol e tendency of his book, to solicit pardon for his heresy from
the school of Say. Say inmtated the Papacy even so far as to its
"Index.' He certainly did not prohibit heretical witings
i ndividually by name, but he was stricter still; he prohibits all,
the non-heretical as well as the heretical; he warns the young
students of political econony not to read too nany books, as they
m ght thus too easily be msled into errors; they ought to read
only a few, but those good books, which neans in other words, 'You
ought only to read me and Adam Snith, no others.' but that none too
great synpathy should accrue to the imortal father of the schoo
fromthe adoration of his disciples, his successor and interpreter
on earth took good care, for, according to Say, Adam Snmith's books
are full of confusion, inperfection, and contradictions; and he
clearly gives us to understand that one can only learn from hinsel f
"how one ought to read Adam Smith.'



Not wi t hst andi ng, when Say was at the zenith of his faneg,
certain young heretics arose who attacked the basis of his system
so effectually and so boldly, that he preferred privately to reply
to them and neekly to avoid any public discussion. Anbng these,
Tanneguy du Chatel (nmore than once a minister of State) was the
nost vigorous and the npbst ingenious.

"Sel on vous, non cher critique,' said Say to Du Chatel in a
private letter, ' il ne reste plus dans non économ e politique que
des actions sans notifs, des faits sans explication, une chalne de
rapports dont |les extrém tés manquent et dont |es anneaux |es plus
importants sont brisés. Je partage donc |'infortune d Adam Smth,
dont un de nos critiques a dit qu'il avait fait rétrograder
|"économie politique.'(4*) In a postscript to this letter he
remarks very naively, 'Dans |e second article que vous annoncez, il
est bien inutile de revenir sur cette pol ém que, par |aquelle nous
pouvi ons bien ennuyer |e public.

At the present day the school of Smith and Say has been
expl oded in France, and the rigid and spiritless influence of the
Theory of Exchangeabl e Val ues has been succeeded by a revol ution
and an anarchy which neither M Rossi nor M Blanqui are able to
exorci se. The Saint-Sinonians and the Fourrierists, with remarkabl e
talent at their head, instead of refornmng the old doctrines, have
cast thementirely aside, and have franed for thensel ves a Ut opi an
system Quite recently the nobst ingenious persons anong t hem have
been seeking to discover the connection of their doctrines with
those of the previous schools, and to nake their ideas conpatible
with existing circunstances. Inportant results may be expected from
their | abours, especially fromthose of the talented M chel
Chevalier. The anpunt of truth, and of what is practically
applicable in our day which their doctrines contain, consists
chiefly in their expounding the principle of the confederation and
the harnony of the productive powers. Their annihilation of
i ndi vi dual freedom and i ndependence is their weak side; with them
the individual is entirely absorbed in the conmunity, in direct
contradiction to the Theory of Exchangeabl e Val ues, according to
whi ch the individual ought to be everything and the State nothing.

It may be that the spirit of the world is tending to the
realisation of the state of things which these sects dream of or
prognosticate; in any case, however, | believe that many centuries
must el apse before that can be possible. It is given to no norta
to estimate the progress of future centuries in discoveries and in
the condition of society. Even the mnd of a Plato could not have
foretold that after the | apse of thousands of years the instrunents
whi ch do the work of society would be constructed of iron, steel,
and brass, nor could that of a Cicero have foreseen that the
printing press would render it possible to extend the
representative system over whol e ki ngdons, perhaps over whol e
quarters of the globe, and over the entire human race. |If nmeanwhile
it is given to only a few great mnds to foresee a few i nstances of
the progress of future thousands of years, yet to every age is
assigned its own special task. But the task of the age in which we
|ive appears not to be to break up mankind into Fourrierist
'phal anstéres,' in order to give each individual as nearly as
possi bl e an equal share of nmental and bodily enjoynents, but to
perfect the productive powers, the nmental culture, the politica
condition, and the power of whole nationalities, and by equalising
themin these respects as far as is possible, to prepare them
bef orehand for universal union. For even if we adnit that under the
exi sting circunstances of the world the i medi ate object which its
apostles had in view could be attained by each 'phal anstére,' what



woul d be its effect on the power and independence of the nation?
And woul d not the nation which was broken up into 'phal ansteéres,’
run the risk of being conquered by sone | ess advanced nati on which
continued to live in the old way, and of thus having its premature
institutions destroyed together with its entire nationality? At
present the Theory of Exchangeabl e Val ues has so conpletely | ost
its influence, that it is alnpst exclusively occupied with
inquiries into the nature of Rent, and that Ricardo in his
"Principles of Political Econonmy' could wite, 'The chief object of
political econony is to deternine the | ans by which the produce of
the soil ought to be shared between the | andowner, the farner, and
the | abourer."’

Wil e some persons are firmy convinced that this science is
conpl ete, and that nothing essential can further be added to it,
those, on the other hand, who read these witings with
phi | osophi cal or practical insight, maintain, that as yet there is
no political econony at all, that that science has yet to be
constructed; that until it is so, what goes by its nane is nerely
an astrology, but that it is both possible and desirable out of it
to produce an astronony.

Finally, we nust remark, in order not to be m sunderstood, that
our criticismof the witings alike of J. B. Say and of his
predecessors and successors refers only to their national and
i nternational bearing; and that we recognise their value as
expositions of subordinate doctrines. It is evident that an author
may formvery val uabl e views and inductions on individual branches
of a science, while all the while the basis of his system nmay be
entirely erroneous.

NOTES
1. Louis Say, Etudes sur la Richesse des Nations, Preface, p. iv.

2. The following are the actual words of Louis Say (p. 10): 'La

ri chesse ne consiste pas dans | es choses qui satisfont nos besoins
ou nos godts, nmais dans |le pouvoir d'en jouir annuellenment.' And
further (pp. 14 to 15): 'Le faux systéme nercantil, fondé sur |la

ri chesse en nmétaux précieux, a été renplacé par un autre fondé sur
la richesse en vai eurs vénal es ou échangeabl es, qui consiste a

n' évai uer ce qui conpose |la richesse d une nation que come le fait
un marchand.' And (note, p. 14): 'L'école noderne qui refute le
systéne nercantil a elle-néne créé un systene qui |ui-méne doit
étre appel é I e systéme nercantil .’

3. Etudes sur |la Richesse des Nations, p. 36 (quoting J. B. Say's
words): 'Que cette néthode était loin d étre bonne, mais que la
difficulté était d en trouvor une neilleure.’

4. Say, Cours conplet d' Econome politique pratique, vii. p. 378.
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Chapter 33

The I nsul ar Supremacy and the Continental Powers -- North America
and France

In all ages there have been cities or countries which have been
pre-em nent above all others in industry, comrerce, and navigation;
but a supremacy such as that which exists in our days, the world
has never before witnessed. In all ages, nations and powers have
striven to attain to the dom nion of the world, but hitherto not
one of them has erected its power on so broad a foundation. How
vain do the efforts of those appear to us who have striven to found
their universal dominion on nmilitary power, conpared with the
attenpt of England to raise her entire territory into one i nmense
manuf acturi ng, comercial, and naritinme city, and to becone anong
the countries and kingdons of the earth, that which a great city is
inrelation to its surrounding territory. to conprise within
herself all industries, arts, and sciences; all great comerce and
weal th; all navigation and naval power -- a world's netropolis
whi ch supplies all nations wth nanufactured goods, and supplies
hersel f in exchange fromevery nation with those raw materials and
agricultural products of a useful or acceptable kind, which each
other nation is fitted by nature to yield to her -- a
treasure-house of all great capital -- a banking establishnent for
all nations, which controls the circulating nmedi um of the whol e
worl d, and by | oans and the receipt of interest on them nakes al
the peoples of the earth her tributaries. Let us, however, do
justice to this Power and to her efforts. The world has not been
hi ndered in its progress, but inmensely aided in it, by Engl and.
She has becone an exanple and a pattern to all nations -- in
internal and in foreign policy, as well as in great inventions and
enterprises of every kind; in perfecting industrial processes and
means of transport, as well as in the discovery and bringing into
cultivation uncultivated | ands, especially in the acquisition of
the natural riches of tropical countries, and in the civilisation
of barbarous races or of such as have retrograded i nto barbarism
Wio can tell how far behind the world might yet remain if no
Engl and had ever existed? And if she now ceased to exist, who can
estimate how far the human race m ght retrograde? Let us then
congratul ate ourselves on the i mense progress of that nation, and
wi sh her prosperity for all future tine. But ought we on that
account also to wish that she nay erect a universal domni nion on the
ruins of the other nationalities? Nothing but unfathomable
cosnmopol i tani sm or shopkeepers' narrow- i ndedness can give an
assenting answer to that question. In our previous chapters we have
poi nted out the results of such denationalisation, and shown that
the culture and civilisation of the human race can only be brought
about by placing nany nations in simlar positions of civilisation,
weal th, and power; that just as England herself has raised herself
froma condition of barbarismto her present high position, so the
same path lies open for other nations to follow and that at this
time nore than one nation is qualified to strive to attain the
hi ghest degree of civilisation, wealth, and power. Let us now state
summarily the maxins of State policy by means of which Engl and has
attai ned her present greatness. They may be briefly stated thus:

Always to favour the inportation of productive power,(1*) in



preference to the inportati on of goods.

Carefully to cherish and to protect the devel opnment of the
productive power.

To inport only raw materials and agricultural products, and to
export nothing but manufactured goods.

To direct any surplus of productive power to col oni sation, and
to the subjection of barbarous nations.

To reserve exclusively to the nother country the supply of the
col oni es and subject countries w th nmanufactured goods, but in
return to receive on preferential terns their raw materials and
especially their colonial produce.

To devote especial care to the coast navigation; to the trade.
Bet ween t he nother country and the col onies; to encourage
seafisheries by neans of bounties; and to take as active a part as
possible in international navigation

By these neans to found a naval suprenmacy, and by neans of it
to extend foreign commerce, and continually to increase her
col oni al possessi ons.

To grant freedomin trade with the colonies and in navigation
only so far as she can gain nore by it than she | oses.

To grant reciprocal navigation privileges only if the advantage
is on the side of England, or if foreign nations can by that neans
be restrained fromintroducing restrictions on navigation in their
own favour.

To grant concessions to foreign i ndependent nations in respect
of the inmport of agricultural products, only in case concessions in
respect of her own manufactured products can be gai ned thereby.

In cases where such concessi ons cannot be obtained by treaty,
to attain the object of them by neans of contraband trade.

To make wars and to contract alliances with exclusive regard to
her manufacturing, commercial, maritime, and colonial interests. To
gain by these alike fromfriends and foes: fromthe latter by
interrupting their commerce at sea; fromthe former by ruining
their manufactures through subsidies which are paid in the shape of
Engl i sh manuf actured goods.

These maxins were in former tines plainly professed by al
English mnisters and parlianentary speakers. The nministers of
George | in 1721 openly decl ared, on the occasion of the
prohibition of the inportation of the manufactures of India, that
it was clear that a nation could only becone weal thy and powerful
if she inported raw materials and exported manufactured goods. Even
in the tinmes of Lords Chatham and North, they did not hesitate to
declare in open Parlianent that it ought not to be permtted that
even a single horse-shoe nail should be manufactured in North
Anerica. In Adam Smth's tinme, a new maximwas for the first tine
added to those which we have above stated, nanely, to conceal the
true policy of England under the cosnopolitical expressions and
argunents which Adam Smith had di scovered, in order to induce
foreign nations not to inmtate that policy.

It is a very common cl ever device that when anyone has attained
the sunmit of greatness, he kicks away the | adder by which he has
clinmbed up, in order to deprive others of the nmeans of clinbing up
after him In this lies the secret of the cosnopolitical doctrine
of Adam Smith, and of the cosnopolitical tendencies of his great
contenporary WlliamPitt, and of all his successors in the British
Gover nment admi ni strati ons.

Any nation which by neans of protective duties and restrictions
on navigation has rai sed her manufacturing power and her navigation
to such a degree of devel opnment that no other nation can sustain
free conpetition with her, can do nothing wi ser than to throw away



these | adders of her greatness, to preach to other nations the
benefits of free trade, and to declare in penitent tones that she
has hitherto wandered in the paths of error, and has now for the
first tinme succeeded in discovering the truth.

WIlliamPitt was the first English statesman who clearly
perceived in what way the cosnopolitical theory of Adam Smith coul d
be properly nade use of, and not in vain did he hinself carry about
a copy of the work on the Walth of Nations. Hi s speech in 1786,
whi ch was addressed neither to Parlianent nor to the nation, but
clearly to the ears of the statesnen of France, who were destitute
of all experience and political insight, and solely intended to
influence the latter in favour of the Eden Treaty, is an excellent
speci men of Smith's style of reasoning. By nature he said France
was adapted for agriculture and the production of wi ne, as Engl and
was thus adapted to manufacturing production. These nations ought
to act towards one another just as two great nerchants would do who
carry on different branches of trade and who reciprocally enrich
one another by the exchange of goods.(2*) Not a word here of the
ol d maxi m of England, that a nation can only attain to the highest
degree of wealth and power in her foreign trade by the exchange of
manuf act ured products against agricultural products and raw
materials. This maxi mwas then, and has remai ned since, an English
State secret; it was never again openly professed, but was all the
more persistently followed. If, however, England since WIIliam
Pitt's tinme had really cast away the protective systemas a usel ess
crutch, she woul d now occupy a nmuch hi gher position than she does,
and she woul d have got much nearer to her object, whichis to
monopol i se the nmanufacturing power of the whole world. The
favourabl e nonent for attaining this object was clearly just after
the restoration of the general peace. Hatred of Napol eon's
Continental system had secured a reception anong all nations of the
Continent of the doctrines of the cosnopolitical theory. Russia,
the entire North of Europe, CGermany, the Spanish peninsula, and the
United States of North Anerica woul d have considered thensel ves
fortunate in exchanging their agricultural produce and raw
materials for English manufactured goods. France herself woul d
per haps have found it possible, in consideration of sone decided
concessions in respect of her wine and silk manufactures, to depart
from her prohibitive system

Then al so the tinme had arrived when, as Priestley said of the
Engli sh navigation laws, it would be just as wise to repeal the
English protective systemas it had fornmerly been to introduce it.

The result of such a policy would have been that all the
surplus raw materials and agricultural produce fromthe two
heni spheres woul d have flowed over to England, and all the world
woul d have cl othed themselves with English fabrics. Al would have
tended to increase the wealth and the power of England. Under such
circumstances the Americans or the Russians would hardly have taken
it into their heads in the course of the present century to
introduce a protective system or the Gernans to establish a
custons uni on. People woul d have cone to the determination with
difficulty to sacrifice the advantages of the present nonent to the
hopes of a distant future.

But Providence has taken care that trees should not grow quite
up to the sky. Lord Castlereagh gave over the comercial policy of
Engl and into the hands of the |anded aristocracy, and these killed
the hen which had laid the golden eggs. Had they permitted the
Engl i sh manuf actures to nonopolise the narkets of all nations,

Great Britain would have occupied the position in respect to the
wor | d which a manufacturing town does in respect to the open
country; the whole territory of the island of England woul d have



been covered with houses and nmanufactories, or devoted to pleasure
gardens, vegetable gardens, and orchards; to the production of mlk
and of meat, or of the cultivation of market produce, and generally
to such cultivation as only can be carried on in the nei ghbourhood
of great cities. The production of these things would have becone
much nore lucrative for English agriculture than the production of
corn, and consequently after a tinme the English | anded ari stocracy
woul d have obtai ned nmuch higher rents than by the excl usion of
foreign grain fromthe hone market. Only, the |landed ari stocracy
having only their present interests in view, preferred by nmeans of
the corn laws to maintain their rents at the high rate to which
they had been raised by the involuntary exclusion of foreign raw
materials and grain fromthe English nmarket which had been
occasi oned by the war; and thus they conpelled the nations of the
Continent to seek to pronote their own wel fare by another nethod
than by the free exchange of agricultural produce for English
manuf actures, viz. By the method of establishing a manufacturing
power of their own. The English restrictive | aws thus operated
quite in the same way as Napol eon's Continental system had done,
only their operation was sonewhat sl ower.

When Canni ng and Huski sson cane into office, the | anded
ari stocracy had already tasted too nuch of the forbidden fruit for
it to be possible to induce them by reasons of common sense to
renounce what they had enjoyed. These statesnmen found thenselves in
the difficult position of solving an inpossible problem-- a
position in which the English mnistry still finds itself. They had
at one and the sane tine to convince the Continental nations of the
advantages of free trade, and also maintain the restrictions on the
import of foreign agricultural produce for the benefit of the
English | anded aristocracy. Hence it was inpossible that their
system coul d be devel oped in such a manner that justice could be
done to the hopes of the advocates of free trade on both
continents. Wth all their liberality with philanthropical and
cosnmopol itical phrases which they uttered in general discussions
respecting the comrercial systens of England and other countries,
they nevertheless did not think it inconsistent, whenever the
question arose of the alteration of any particular English duties,
to base their argunments on the principle of protection

Huski sson certainly reduced the duties on several articles, but
he never omtted to take care that at that |ower scale of duty the
honme manufactories were still sufficiently protected. He thus
followed pretty much the rules of the Dutch water adm nistration
Wherever the water on the outside rises high, these w se
authorities erect high dykes; wherever it rises less, they only
build | oner dykes. After such a fashion the reformof the English
commer ci al policy which was announced with so nmuch ponp reduced
itself to a piece of nmere politico-economcal jugglery. Sone
persons have adduced the |owering of the English duty on silk goods
as a piece of English liberality, wi thout duly considering that
Engl and by that means only sought to di scourage contraband trade in
these articles to the benefit of her finances and without injury to
her own silk nanufactories, which object it has also by that neans
perfectly attained. But if a protective duty of 50 to 70 per cent
(which at this day foreign silk manufacturers have to pay in
Engl and, including the extra duty(3*)) is to be accepted as a proof
of liberality nbost nations may claimthat they have rather preceded
the English in that respect than foll owed them

As the denopnstrations of Canning and Huski sson were specially
i ntended to produce an effect in France and North Anerica, it wll
not be uninteresting to call to mnd in what way it was that they



suffered shipweck in both countries. Just as fornmerly in the year
1786, so also on this occasion, the English received great support
fromthe theorists, and the liberal party in France, carried away
by the grand i dea of universal freedomof trade and by Say's
superficial argurments, and fromfeelings of opposition towards a
det ested Government and supported by the maritinme towns, the wine
growers, and the silk manufacturers, the liberal party clanorously
demanded, as they had done in the year 1786, extension of the trade
with England as the one true nethod of pronoting the nationa
wel f are.

For whatever faults people may lay to the charge of the
Restoration, it rendered an undeni able service to France, a service
whi ch posterity will not dispute; it did not allowitself to be
msled into a false step as respects comercial policy either by
the stratagens of the English or by the outcry of the liberals. M
Canning laid this business so nuch to heart that he hinself nmade a
journey to Paris in order to convince Monsieur Villele of the
excel l ence of his neasures, and to induce himto inmtate them M
Villeéele was, however, much too practical not to see conpletely
through this stratagem he is said to have replied to M Canning,
"I'f England in the far advanced position of her industry pernits
greater foreign conpetition than fornmerly, that policy corresponds
to England's own well-understood interests. But at this time it is
to the well-understood interests of France that she should secure
to her manufactories which have not as yet attained perfect
devel opnment, that protection which is at present indispensable to
them for that object. But whenever the nonent shall have arrived
when French manufacturing industry can be better pronoted by
permitting foreign conpetition than by restricting it, then he (M
Villéle) would not delay to derive advantage fromfollow ng the
exanmpl e of M Canni ng.

Annoyed by this concl usive answer, Canning boasted in open
Parliament after his return, how he had hung a millstone on the
neck of the French Governnent by neans of the Spanish intervention,
fromwhich it follow that the cosnopolitan sentinents and the
Eur opean liberalismof M Canning were not spoken quite so nuch in
earnest as the good liberals on the Continent m ght have chosen to
bel i eve. For how could M Canning, if the cause of liberalismon
the Continent had interested himin the | east, have sacrificed the
i beral constitution of Spain to the French intervention owing to
the nmere desire to hang a mllstone round the neck of the French
Government? The truth is, that M Canning was every inch an
Engl i shman, and he only pernmitted hinself to entertain
phi | ant hropi cal or cosnopolitical sentinents, when they could prove
serviceable to himin strengthening and still further extending the
i ndustry and conmerci al suprenmacy of England, or in throw ng dust
into the eyes of England's rivals in industry and conmerce.

In fact, no great sagacity was needed on the part of M Villéle
to perceive the snare which had been laid for himby M Canning. In
t he experience of neighbouring Germany, who after the abolition of
the Continental system had continually retrograded farther and
farther in respect of her industry, M Villéle possessed a striking
proof of the true value of the principle of conmercial freedom as
it was understood in England. Al so France was prospering too well
under the system which she had adopted since 1815, for her to be
willing to attenpt, like the dog in the fable, to let go the
substance and snap at the shadow. Men of the deepest insight into
the condition of industry, such as Chaptal and Charl es Dupin, had
expressed thenmselves on the results of this systemin the nost
unequi vocal nanner.

Chaptal 's work on French industry is nothing |l ess than a



defence of the French comercial policy, and an exposition of its
results as a whole and in every particular. The tendency of this
work is expressed in the following quotation fromit. 'Instead of

| osing ourselves in the labyrinth of netaphysical abstractions, we
mai ntai n above all that which exists, and seek above all to make it
perfect. Good custons legislation is the bulwark of nmanufacturing
industry. It increases or |lessens inmport duties according to
circunstances; it conpensates the di sadvantages of hi gher wages of
| abour and of higher prices of fuel; it protects arts and
industries in their cradle until they at |ength beconme strong
enough to bear foreign conpetition; it creates the industria

i ndependence of France and enriches the nation through |abour,
which, as | have already often remarked, is the chief source of
weal th.' (4*)

Charles Dupin had, in his work 'On the Productive Powers of
France, and on the Progress of French Industry from 1814 to 1847,
thrown such a clear light on the results of the comercial policy
whi ch France had foll owed since the Restoration, that it was
i npossible that a French mnister could think of sacrificing this
work of half a century, which had cost such sacrifices, which was
sorichin fruits, and so full of promise for the future, nerely
for the attractions of a Methuen Treaty.

The Anerican tariff for the year 1828 was a natural and
necessary result of the English commercial system which shut out
fromthe English frontiers the North American tinber, grain, neal
and other agricultural products, and only permtted raw cotton to
be received by England in exchange for her manufactured goods. On
this systemthe trade with England only tended to pronote the
agricultural |abour of the American slaves, while on the other
hand, the freest, nobst enlightened, and nost powerful States of the
Uni on found thenselves entirely arrested in their econonica
progress, and thus reduced to dispose of their annual surplus of
popul ation and capital by emigration to the waste | ands of the
West. M Huski sson understood this position of affairs very well.

It was notorious that the English anbassador in Washington had nore
than once correctly infornmed himof the inevitable consequence of
the English policy. If M Huskisson had really been the man that
peopl e in other countries supposed himto be, he would have nmade
use of the publication of the Anerican tariff as a val uable
opportunity for making the English aristocracy conprehend the folly
of their corn | aws, and the necessity of abolishing them But what
did M Huski sson do? He fell into a passion with the Americans (or
at least affected to do so), and in his excitenment he nmade

all egations -- the incorrectness of which was well known to every
American planter -- and permtted hinself to use threats which nade
himridicul ous. M Huski sson said the exports of England to the
United States anpbunted to only about the sixth part of all the
exports of England, while the exports of the United States to

Engl and constituted nore than half of all their exports. Fromthis
he sought to prove that the Americans were nore in the power of the
English than the latter were in that of the forner; and that the
English had much |l ess reason to fear interruptions of trade through
war, cessation of intercourse, and so forth, than the Americans
had. If one |looks nerely at the totals of the value of the inports
and exports, Huskisson's argunment appears sufficiently plausible;
but if one considers the nature of the reciprocal inports and
exports, it will then appear inconprehensible how M Huskisson
coul d make use of an argunent which proves the exact opposite of
that which he desired to prove. Al or by far the greater part of
the exports of the United States to England consisted of raw



materials, whose value is increased tenfold by the English, and

whi ch they cannot dispense with, and al so could not at once obtain
fromother countries, at any rate not in sufficient quantity, while
on the other hand all the inports of the North Anericans from

Engl and consisted of articles which they could either manufacture
for thensel ves or procure just as easily fromother nations. If we
now consi der what woul d be the operation of an interruption of
conmmer ce between the two nations according to the theory of val ues,
it will appear as if it must operate to the di sadvantage of the
Aneri cans; whereas if we judge of it according to the theory of the
productive powers, it must occasion incalculable injury to the
English. For by it two-thirds of all the English cotton

manuf actories would come to a standstill and fall into ruin.

Engl and woul d | ose as by magi c a productive source of wealth, the
annual val ue of which far exceeds the value of her entire exports,
and the results of such a loss on the peace, wealth, credit,

commer ce, and power of England woul d be incal cul able. Wat,
however, woul d be the consequences of such a state of things for
the North Anericans? Conpelled to manufacture for thensel ves those
goods whi ch they had hitherto obtained from Engl and, they would in
the course of a few years gain what the English had | ost. No doubt
such a measure must occasion a conflict for life and death, as
fornmerly the navigation | aws did between Engl and and Hol | and. But
probably it would also end in the sane way as fornerly did the
conflict in the English Channel. It is unnecessary here to follow
out the consequences of a rivalry which, as it appears to us, nust
sooner or later, fromthe very nature of things, come to a rupture.
What we have said suffices to showclearly the futility and danger
of Huski sson's argument, and to denobnstrate how unwi sely Engl and
acted in conpelling the North Americans (by neans of her corn | aws)
to manufacture for thenmsel ves, and how wi se it woul d have been of
M Huski sson had he, instead of trifling with the question by such
futile and hazardous argunents, |aboured to renove out of the way
the causes which led to the adoption of the Anerican tariff of
1828.

In order to prove to the North Anericans how advant ageous to
them the trade of England was, M Huskisson pointed out the
extraordinary increase in the English inportations of cotton, but
the Anericans al so knew how to estimate this argunment at its true
val ue. For the production of cotton in Arerica had for nore than
ten years previously so greatly exceeded the consunption of, and
the denmand for, this article fromyear to year, that its prices had
fallen in alnost the same ratio in which the export had increased;
as may be seen fromthe fact that in the year 1816 the Anericans
had obtai ned for 80, 000,000 pounds of cotton 24,000,000 dollars,
while in the year 1826 for 204, 000,000 pounds of cotton they only
obt ai ned 25, 000, 000 dol | ars.

Finally, M Huskisson threatened the North Anericans with the
organi sati on of a whol esal e contraband trade by way of Canada. It
is true that under existing circunstances an Anerican protective
system can be endangered by nothing so seriously as by the neans
i ndicated by M Huskisson. But what follows fromthat? Is it that
the Anericans are to lay their systemat the feet of the English
Parliament, and await in hunmility whatever the latter may be
pl eased to deternmine fromyear to year respecting their nationa
i ndustry? How absurd! The only consequence woul d be that the
Anericans woul d annex Canada and include it in their Union, or else
assist it to attain independence as soon as ever the Canadi an
smuggl i ng trade became unendurable. Must we not, however, deemthe
degree of folly absolutely excessive if a nation which has already
attained industrial and comercial suprenacy, first of all conpels



an agricultural nation connected with her by the closest ties of
race, of |language, and of interest, to becone herself a

manuf acturing nation, and then, in order to hinder her from
following the inmpulse thus forcibly given to her, conpels her to
assi st that nation's own colonies to attain i ndependence?

After Huskisson's death, M Poul ett Thonpson undertook the
direction of the comrercial affairs of England; this statesman
followed his cel ebrated predecessor in his policy as well as in his
office. In the meantinme, so far as concerned North Anmerica, there
remained little for himto do, for in that country, wthout special
efforts on the part of the English, by neans of the influence of
the cotton planters and the inporters, and by the aid of the
Denocratic party, especially by means of the so-called Conprom se

Bill in 1832, a nodification of the forner tariff had taken place,
which, although it certainly amended the excesses and faults of the
former tariff, and also still secured to the American manufactories

a tolerable degree of protection in respect of the coarser fabrics
of cotton and wool |l en, neverthel ess gave the English all the
concessi ons which they could have desired w thout England having
been conpelled to make any counter concessions.

Since the passing of that Bill, the exports of the English to
Ameri ca have enornously increased. And subsequently to this tine
they greatly exceed the English inports fromNorth America, so that
at any tine it is in the power of England to draw to hersel f as
much as she pl eases of the precious netals circulating in Anerica,
and thereby to occasion commercial crises in the United States as
often as she herself is in want of noney. But the npbst astonishing
thing in this matter is that that bill had for its author Henry
Clay, the nost enminent and cl earsighted defender of the Anerican
manuf acturing interest. For it nust be renenbered that the
prosperity of the American manufacturers which resulted fromthe
tariff of 1828 excited so greatly the jeal ousy of the cotton
pl anters, that the Southern States threatened to bring about a
dissolution of the Union in case the tariff of 1828 was not
nodi fi ed. The Federal Governnent, which was dom nated by the
Denocratic party, had sided with the Southern planters from purely
party and el ectioneering notives, and al so managed to get the
agriculturists of the Mddle and Western States, who bel onged to
that party, to adopt the same views.

These | ast had | ost their former synpathy with the
manuf acturing interest in consequence of the high prices of produce
whi ch had prevail ed, which, however, were the result for the nobst
part of the prosperity of the hone manufactories and of the
nunerous canal s and railways which were undertaken. They nay al so
have actually feared that the Southern States would press their
opposition so far as to bring about a real dissolution of the Union
and even civil war. Hence it became the party interests of the
Denocrats of the Central and Eastern States not to alienate the
synpat hi es of the Denbcrats of the Southern States. |In consequence
of these political circunstances, public opinion veered round so
much in favour of free trade with England, that there was reason to
fear that all the manufacturing interests of the country m ght be
entirely sacrificed in favour of English free conpetition. Under

such circunstances the Conpromise Bill of Henry C ay appeared to be
the only nmeans of at |east partially preserving the protective
system By this bill part of the American manufactures, viz. those

of finer and nore expensive articles, was sacrificed to foreign
conpetition, in order to preserve another class of them viz. the
manuf acture of articles of a coarser and a | ess expensive
character. In the neantine all appearances seemto indicate that



the protective systemin North Anerica in the course of the next
few years will again raise its head and agai n nmake new progress
However nuch the English may desire to | essen and nmitigate the
conmmercial crises in North America, however large also may be the
anmount of capital which may pass over from England to North Anerica
in the formof purchases of stock or of |oans or by means of
emi gration, the existing and still increasing disproportion between
the val ue of the exports and that of inports cannot possibly in the
I ong run be equalised by those neans. Al arning comercial crises,
whi ch continually increase in their nagnitude, nust occur, and the
Ameri cans rmust at length be led to recogni se the sources of the
evil and to deternine to put a stop to them

It thus lies in the very nature of things, that the nunber of
the advocates of the protective system nust again increase, and
those of free trade again diminish. Hitherto, the prices of
agricultural produce have been mai ntai ned at an unusually high
|l evel, owing to the previous prosperity of the manufactories,
through the carrying out of great public undertakings, through the
demand for necessaries of life arising fromthe great increase of
the production of cotton, also partially through bad harvests. One
may, however, foresee with certainty, that these prices in the
course of the next few years will fall as nmuch bel ow the average as
they have hitherto ranged above it. The greater part of the
i ncrease of American capital has since the passing of the
Conpromise Bill been devoted to agriculture, and is only now
begi nning to becone productive. Wile thus agricultural production
has unusual ly increased, on the other hand the demand for it mnust
unusual |y dimnish. Firstly, because public works are no nore being
undertaken to the same extent; secondly, because the manufacturing
popul ation in consequence of foreign conpetition can no nore
increase to an inportant extent; and thirdly, because the
production of cotton so greatly exceeds the consunption that the
cotton planters will be conpelled, owing to the | ow prices of
cotton, to produce for thensel ves those necessaries of |ife which
they have hitherto procured fromthe Mddl e and Western States. |If
in addition rich harvests occur, then the Mddle and Western States
will again suffer froman excess of produce, as they did before the
tariff of 1828. But the sanme causes nust again produce the sane
results; viz. the agriculturists of the Mddle and Wstern States
must again arrive at the conviction, that the demand for
agricultural produce can only be increased by the increase of the
manuf acturi ng popul ation of the country, and that that increase can
only be brought about by an extension of the protective system
Wiile in this manner the partisans of protection will daily
increase in nunber and influence, the opposite party will dininish
in like proportion until the cotton planters under such altered
ci rcunstances nust necessarily come to the conviction that the
i ncrease of the manufacturing popul ation of the country and the
i ncrease of the demand for agricultural produce and raw naterials
both consist with their own interests if rightly understood.

Because, as we have shown, the cotton planters and the
Denocrats in North Anerica were striving nost earnestly of their
own accord to play into the hands of the conmmercial interests of
Engl and, no opportunity was offered at the nmonment on this side for

M Poul ett Thonpson to display his skill in comercial diplonacy.
Matters were quite in another position in France. There people
still steadily clung to the prohibitive system There were indeed

many State officials who were disciples of theory, and al so
deputies who were in favour of an extension of commercial relations
bet ween Engl and and France, and the existing alliance with Engl and
had al so rendered this viewto a certain extent popular. But howto



attain that object, opinions were |less agreed, and in no respect
were they quite clear. It seened evident and al so indisputable that
the high duties on the foreign necessaries of life and raw

mat eri als, and the exclusion of English coal and pig-iron, operated
very di sadvantageously to French industry, and that an increase in
the exports of w nes, brandy, and silk fabrics would be extrenely
advant ageous to France.

In general, people confined thenselves to universal declamation
agai nst the di sadvantages of the prohibitive system But to attack
this in special cases did not appear at the tinme to be at al
advi sabl e. For the Governnent of July had their strongest
supporters anong the rich bourgeoisie, who for the nost part were
interested in the great manufacturing undert akings.

Under these circunstances M Poul ett Thonpson forned a plan of
operations which does all honour to his breadth of thought and
di plomatic adroitness. He sent to France a nman thoroughly versed in
commerce and industry and in the conmercial policy of France, well
known for his 'liberal sentinents' a |learned man and a very
acconpl i shed witer, Dr Bowing, who travelled through the whol e of
France, and subsequently through Switzerland al so, to gather on the
spot materials for argunments agai nst the prohibitive systemand in
favour of free trade. Dr Bowing acconplished this task with his
accustonmed ability and adroitness. Especially he clearly indicated
the before-nentioned advantages of a freer commercial intercourse
bet ween the two countries in respect of coal, pig-iron, wnes, and
brandies. In the report which he published, he chiefly confined his
argunents to these articles; in reference to the other branches of
i ndustry he only gave statistics, without commtting hinself to
proofs or propositions how these could be pronpted by neans of free
trade w th Engl and.

Dr Bowing acted in precise accordance with the instructions
given to himby M Poul ett Thonpson, which were franed with
uncommon art and subtlety, and which appear at the head of his
report. In these M Thonpson nekes use of the nost |ibera
expressions. He expresses hinself, with nmuch consideration for the
French manufacturing interests, on the inprobability that any
inmportant result was to be expected fromthe contenpl ated
negotiations with France. This instruction was perfectly adapted
for cal ming the apprehensions respecting the view of England
entertai ned by the French wool |l en and cotton manufacturing
i nterests which had becone so powerful. According to M Thonpson,
it would be folly to ask for inportant concessions respecting
t hese.

On the other hand, he gives a hint how the object mght nore
easily be attained in respect of 'less inportant articles.' These
|l ess inmportant articles are certainly not enunerated in the
instruction, but the subsequent experience of France has conpletely
brought to |light what M Thonpson neant by it, for at the tine of
the witing of this instruction the exports of linen yarn and |linen
fabrics of England to France were included in the term'less
important.’

The French Governnent, noved by the representations and
expl anations of the English Governnment and its agents, and with the
intention of making to England a conparatively uni nportant
concessi on, which would ultimately prove advantageous to France
hersel f, lowered the duty on Iinen yarn and |inen fabrics to such
an extent that they no | onger gave any protection to French
industry in face of the great inprovenents which the English had
made in these branches of manufacture, so that even in the next few
years the export of these articles fromEngland to France increased



enornously (1838, 32,000,000 francs); and that France stood in
danger, owing to the start which England had thus obtained, of
losing its entire linen industry, anounting to many hundred
mllions in value, which was of the greatest inportance for her
agriculture and for the welfare of her entire rural popul ation,
unl ess neans could be found to put a check on the English
conpetition by increasing the duties.

That France was duped by M Poul ett Thonpson was cl ear enough
He had already clearly seen in the year 1834 what an inmpul se the
i nen manufacture of England would receive in the next few years in
consequence of the new inventions which had been nade there, and in
this negotiation he had cal cul ated on the ignorance of the French
Government respecting these inventions and their necessary
consequences. The advocates of this |owering of duties now indeed
endeavoured to make the world believe that by it they only desired
to nake a concession to the belgian linen nmanufactures. But did
that make anends for their |ack of acquaintance with the advances
made by the English, and their lack of foresight as to the
necessary consequences?

Be that as it may, this much is clearly denonstrated, that it
was necessary for France to protect herself still nore, under
penalty of losing the greater part of her |inen manufacturing for
the benefit of England; and that the first and nost recent
experinment of the increase of freedom of trade between Engl and and
France remains as an indelible nenmorial of English craft and of
French i nexperience, as a new Methuen Treaty, as a second Eden
Treaty. But what did M Poul ett Thonpson do when he perceived the
conpl aints of the French Iinen manufacturers and the inclination of
the French Government to repair the mstake which had been nade? He
did what M Huski sson had done before him he indulged in threats,
he threatened to exclude French wines and silk fabrics. This is
Engl i sh cosnopolitanism France nmust give up a nanufacturing
i ndustry of a thousand years' standing, bound up in the closest
manner with the entire econony of her |ower classes and especially
with her agriculture, the products of which nust be reckoned as
chief necessaries of life for all classes, and of the entire anount
of between three and four hundred nmillions, in order thereby to
purchase the privilege of exporting to England sonme few mllions
more in value of wines and silk manufactures. Quite apart fromthis
di sproportion in value, it nust be considered in what a position
France woul d be placed if the comrercial relations between both
nati ons becane interrupted in consequence of a war; in case viz.
that France could no nore export to England her surplus products of
sil k manufactures and wi nes, but at the sane time suffered fromthe
want of such an inportant necessary of life as |inen

If anyone reflects on this he will see that the Iinen question
is not sinply a question of econonical well-being, but, as
everything is which concerns the national nmanufacturing power, is
still nore a question of the independence and power of the nation

It seens indeed as if the spirit of invention had set itself
the task, in this perfecting of the linen manufacture, to make the
nations conprehend the nature of the manufacturing interest, its
relations with agriculture, and its influence on the independence
and power of the State, and to expose the erroneous argunents of
the popul ar theory. The school maintains, as is well known, that
every hation possesses special advantages in various branches of
production, which she has either derived fromnature, or which she
has partly acquired in the course of her career, and which under
free trade conpensate one another. W have in a previous chapter
adduced proof that this argunment is only true in reference to
agriculture, in which production depends for the nost part on



climate and on the fertility of the soil, but that it is not true
in respect to manufacturing industry, for which all nations

i nhabiting tenperate climtes have equal capability provided that
they possess the necessary material, nental, social, and politica
qualifications. England at the present day offers the nobst striking
proof of this. If any nations whatever are specially adapted by
their past experience and exertions, and through their natura
qualifications, for the manufacture of linen, those are the
Germans, the belgians, the Dutch, and the inhabitants of the North
of France for a thousand years past. The English, on the other
hand, up to the mddle of the last century, had notoriously nade
such small progress in that industry, that they inported a great
proportion of the Iinen which they required, fromabroad. It would
never have been possible for them wi thout the duties by which they
continuously protected this manufacturing industry, even to supply
their owmn markets and colonies with linen of their own manufacture.
And it is well known how Lords Castl ereagh and Liverpool adduced
proof in Parlianent, that w thout protection it was inpossible for
the Irish linen manufactures to sustain conpetition with those of
Germany. At present, however, we see how the English threaten to
nmonopol i se the |inen manufacture of the whole of Europe, in
consequence of their inventions, notw thstanding that they were for
a hundred years the worst manufacturers of linen in all Europe,
just as they have nonopolised for the last fifty years the cotton
mar kets of the East Indies, notw thstanding that one hundred years
previously they could not even conpete in their own nmarket with the
Indian cotton manufacturers. At this nmonment it is a matter of
dispute in France how it happens that England has |ately nmade such
i mmense progress in the manufacture of |inen, although Napol eon was
the first who offered such a great reward for the invention of a
machi ne for spinning cotton, and that the French nachinists and
manuf acturers had been engaged in this trade before the English
The inquiry is made whether the English or the French possessed
nmore mechanical talent. Al kinds of explanations are offered
except the true and the natural one. It is absurd to attribute
specially to the English greater nechanical talent, or greater
skill and perseverance in industry, than to the Gernans or to the
French. Before the tine of Edward 11l the English were the greatest
bul li es and good-for-nothing characters in Europe; certainly it
never occurred to themto conpare thenselves with the Italians and
Bel gians or with the Germans in respect to nechanical talent or

industrial skill; but since then their Government has taken their
education in hand, and thus they have by degrees nmde such progress
that they can dispute the palmof industrial skill with their

instructors. If the English in the last twenty years have nmade nore
rapid progress in machinery for |inen manufacture than other
nations, and especially the French, have done, this has only
occurred because, firstly, they had attained greater em nence in
mechani cal skill; secondly, that they were further advanced in
machi nery for spinning and weaving cotton, which is so sinilar to
that for spinning and weaving linen; thirdly, that in consequence
of their previous comrercial policy, they had becone possessed of
nore capital than the French; fourthly, that in consequence of that
commercial policy their honme market for |inen goods was far nore
extensive than that of the French; and lastly that their protective
duties, conbined with the circunstances above naned, afforded to
the nechanical talent of the nation greater stinmulus and nore neans
to devote itself to perfecting this branch of industry.

The English have thus given a striking confirmation of the
opi ni ons which we in another place have propounded and expl ai ned --



that all individual branches of industry have the cl osest

reci procal effect on one another; that the perfecting of one branch
prepares and pronotes the perfecting of all others; that no one of
them can be negl ected without the effects of that neglect being
felt by all; that, in short, the whole manufacturing power of a
nation constitutes an inseparable whole. O these opinions they
have by their |atest achievenents in the linen industry offered a
striking confirmation.

NOTES

1. Even a part of the production of wool in England is due to the
observance of this maxim Edward |V inported under special
privileges 3,000 head of sheep from Spain (where the export of
sheep was prohibited), and distributed them anong various pari shes,
with a command that for seven years none were to be slaughtered or
castrated. (Essai sur |e Comrerce d' Angleterre, tone i. p. 379.) As
soon as the object of these nmeasures had been attained, England
rewar ded t he Spani sh Governnent for the special privileges granted
by the latter, by prohibiting the inport of Spanish wool. The
efficacy of this prohibition (however unjust it may be deened) can
as little be denied as that of the prohibitions of the inport of
wool by Charles Il (1672 and 1674).

2. France, said Pitt, has advantages above England in respect of
climate and other natural gifts, and therefore excels England in
its raw produce; on the other hand, England has the advantage over
France in its artificial products. The wi nes, brandies, oils, and
vinegars of France, especially the first two, articles of such

i mportance and of such value, that the value of our natura

products cannot be in the | east conpared with them But, on the
other hand, it is equally certain that England is the exclusive
producer of sonme kinds of manufactured goods, and that in respect
of other kinds she possesses such advantages that she can defy

wi t hout doubt all the conpetition of France. This is a reciproca
condition and a basis on which an advantageous commercial treaty
bet ween both nations should be founded. As each of themhas its
pecul i ar staple comodities, and each possesses that which is

| acking to the other, so both should deal with one another Iike two
great nerchants who are engaged in different branches of trade, and
by a reciprocal exchange of their goods can at once becone usefu

to one another. Let us further only call to mind on this point the
weal th of the county with which we stand in the position of

nei ghbours, its great population, its vicinity to us, and the
consequent quick and regul ar exchange. Who could then hesitate a
monent to give his approval to the system of freedom and who woul d
not earnestly and inpatiently wish for the utnost possible
expedition in establishing it? The possession of such an extensive
and certain market nust give quite an extraordinary inpulse to our
trade, and the custonms revenue which would then be diverted from
the hands of the snuggler into the State revenue woul d benefit our
finances, and thus two rmain springs of British wealth and of
British power woul d be made nore productive.

3. Since List wote these lines, the duties which foreign silk
manuf acturers had to pay on the inport of their goods into England
have been totally abolished. The results of their abolition may be
|l earned from M Wardle's report on the English silk trade, as

foll ows: London, in 1825, contained 24,000 | oons and 60, 000
operatives engaged in silk manufacture. At the present time these
have dwi ndled to 1,200 | oons and | ess then 4,000 operatives. In



Coventry, in 1861, the ribbon trade is stated to have given
subsi stence to 40,600 persons; while at the present tine probably
not nore than 10,000 persons are supported by it, and the
power -1 oons at work in Coventry have decreased from 1,800 to 600
In Derby the nunber of operatives enployed in silk manufacture has
decreased from 6,650 (in 1850) to 2,400 at present. |In the
Congl eton district they have decreased from5, 186 (in 1860) to
1,530 (in 1884); while of the forty silk-throwsters' works which
that district contained (in 1859) only twelve now renmain, with
"about three-fourths of their nachinery enployed.' In Mnchester
this trade has practically died out, while at Mddleton the
industry is "sinply ruined.' These results (stated by M Wardl e)
may account for the decrease in England's inports of raw silk, from
8, 000, 000 pounds (in 1871) to less than 3,000,000 pounds.

On the other hand, since List wote, the United States of
Aneri ca have increased and steadily maintained a considerable
protective duty on the inportation of foreign silk manufactures.
The results of that policy were publicly stated by M Robert P
Porter (nenber of the United States' Tariff Conmission), in a
speech in 1883, to have been as foll ows:

Fi ve thousand persons were enployed in silk manufacture in the
United States before the Mrill tariff (1861). In 1880 their nunber
had increased to 30,000. The value of silk manufactures produced in

the States increased from1,200,000 |. in 1860 to nore than
8,000,000 I. in 1880. 'Yet the cost of the nanufactured goods to
the consuner, estimated on a gold basis, has steadily declined at
a much greater rate than the cost of the raw material.' After

reference to the earthenware and pl at e-gl ass manuf actures, M
Porter adds: 'The testinony before the Tariff Conmm ssion showed
unquestionably that the conpetition in the United States had
resulted in a reduction in the cost to the Anerican consuner. In
this way, gentlenen, | contend, and am prepared to prove
statistically. that protection, so far as the United States are
concerned, has in every case ultimately benefited the consumer; and

on this ground | defend it and believe in it."' -- TRANSLATOR
4. Chaptal, De |'Industrie Francaise vol. ii., p. 147.
Chapter 34

The I nsul ar Suprenacy and the Gernman Commercial Union

What a great nation is at the present day wi thout a vigorous
comrerci al policy, and what she may becone by the adoption of a
vi gorous conmercial policy, Germany has learnt for herself during
the last twenty years. Germany was that which Franklin once said of
the State of New Jersey, 'a cask which was tapped and drai ned by
its neighbours on every side.' England, not contented wi th having
ruined for the Germans the greater part of their own manufactories
and supplied themw th enornous quantities of cotton and wool | en
fabrics, excluded fromher ports German grain and tinmber, nay from
time to time al so even German wool. There was a time when the
export of manufactured goods from England to Gernmany was ten tines
greater than that to her highly extolled East |ndian Enpire.
Nevert hel ess the all-nonopolising islanders would not even grant to
the poor Germans what they conceded to the conquered Hi ndoos, viz.
to pay for the manufactured goods which they required by
agricultural produce. In vain did the Germans hunbl e thenselves to
the position of hewers of wood and drawers of water for the
Britons. The latter treated them worse than a subject people.
Nations, like individuals, if they at first only permt thenselves



to be ill-treated by one, soon becone scorned by all, and finally
becone an object of derision to the very children. France, not
contented with exporting to Germany enornous quantities of w ne,
oil, silk, and mllinery, grudged the Germans their exports of
cattle, grain, and flax; yes, even a snall naritinme province
fornerly possessed by Germany and inhabited by Gernans, which
havi ng beconme weal thy and powerful by nmeans of Gernany, at al
times was only able to maintain itself with and by neans of
Germany, barred for half a generation Gernmany's greatest river by
means of contenptible verbal quibbles. To fill up the neasure of
this contenpt, the doctrine was taught froma hundred professoria
chairs, that nations could only attain to wealth and power by neans
of universal free trade. Thus it was; but howis it now? Germany
has advanced in prosperity and industry, in national self-respect
and in national power, in the course of ten years as nuch as in a
century. And how has this result been achieved? It was certainly
good and beneficial that the internal tariffs were abolished which
separated Germans from Gernmans; but the nation would have derived
smal | confort fromthat if her hone industry had thenceforth
remai ned freely exposed to foreign conpetition. It was especially
the protection which the tariff of the Zollverein secured to
manufactured articles of conmon use, which has wought this
mracle. Let us freely confess it, for Dr Bowing(1*) has
incontrovertibly shown it, that the Zollverein tariff has not, as

was before asserted, inposed nerely duties for revenue -- that it
has not confined itself to duties of ten to fifteen per cent as
Huski sson believed -- let us freely adnmit that it has inposed

protective duties of fromtwenty to sixty per cent as respects the
manufactured articles of conmon use.

But what has been the operation of these protective duties? Are
the consumers paying for their Gernman manufactured goods twenty to
sixty per cent nore than they fornerly paid for foreign ones (as
must be the case if the popular theory is correct), or are these
goods at all worse than the foreign ones? Nothing of the sort. Dr
Bow i ng hinself adduces testinony that the manufactured goods
produced under the high custons tariff are both better and cheaper
than the foreign ones.(2*) The internal conpetition and the
security fromdestructive conpetition by the foreigner has w ought
this mracle, of which the popul ar school knows nothing and is
determined to know nothing. Thus, that is not true, which the
popul ar school nmintains, that a protective duty increases the
price of the goods of home production by the amount of the
protective duty. For a short tine the duty may increase the price,
but in every nation which is qualified to carry on nmanufacturing
i ndustry the consequence of the protection will be, that the
internal conpetition will soon reduce the prices |ower than they
had stood at when the inportation was free.

But has agriculture at all suffered under these high duties?
Not in the least; it has gai ned-gained tenfold during the last ten
years. The demand for agricultural produce has increased. The
prices of it everywhere are higher. It is notorious that solely in
consequence of the growth of the hone nmanufactories the val ue of
| and has everywhere risen fromfifty to a hundred per cent, that
everywhere hi gher wages are being paid, and that in all directions
i mprovenents in the neans of transport are either being effected or
pr oj ect ed.

Such brilliant results as these nmust necessarily encourage us
to proceed farther on the system which we have commenced to foll ow
O her States of the Union have al so proposed to take sinmilar steps,
but have not yet carried theminto effect; while, as it would
appear, sonme other States of the Union only expect to attain



prosperity solely by the abolition of the English duties on grain
and tinber, and while (as it is alleged) there are still to be
found influential nmen who believe in the cosnopolitical system and
di strust their own experience. Dr Bowing' s report gives us nost

i mportant expl anati ons on these points as well as on the
circunstances of the German Conmercial Union and the tactics of the
Engl i sh Governnent. Let us endeavour to throwa little |ight on
this report.

First of all, we have to consider the point of view fromwhich
it was witten. M Labouchere, President of the board of Trade
under the Mel bourne Mnistry, had sent Dr Bowing to Gernmany for
the sane purpose as that for which M Poul ett Thonpson had sent him
to France in the year 1834. Just as it was intended to mslead the
French by concessions in respect of wi nes and brandies to open
their hone nmarket to English manufactured goods, so it was intended
to mslead the Germans to do the same by concessions in respect of
grain and tinber; only there was a great difference between the two
m ssions in this respect, that the concessi on which was to be
offered to the French had to fear no opposition in England, while
that which had to be offered to the Germans had first to be fought
for in England herself.

Hence the tendency of these two reports was of necessity of
quite a different character. The report on the commercial relations
bet ween France and Engl and was written exclusively for the French;
to themit was necessary to represent that Col bert had acconpli shed
not hing satisfactory through his protective regulations; it was
necessary to nmake people believe that the Eden Treaty was
beneficial to France, and that Napol eon's Continental system as
wel |l as the then existing French prohibitive system had been
extrenely injurious to her. In short, in this case it was necessary
to stick closely to the theory of Adam Smith; and the good results
of the protective system nust be conpletely and unequivocally
deni ed. The task was not quite so sinple with the other report, for
inthis, one had to address the English | and-owners and the German
Governnments at one and the sanme tine. To the former it was
necessary to say: See, there is a nation which has already in
consequence of protective regul ati ons nade enornous advances in her
i ndustry, and which, in possession of all necessary neans for doing
so, is making rapid steps to nonopolise her own hone market and to
conpete with England in foreign markets. This, you Tories in the
House of Lords -- this, you country squires in the House of
Conmons, is your wi cked doing. This has been brought about by your
unwi se corn |aws; for by themthe prices of provisions and raw
mat eri al s and the wages of |abour have been kept low in Gernmany. By
them t he Gernman manuf actori es have been placed in an advant ageous
position conpared to the English ones. Make haste, therefore, you
fools, to abolish these corn |aws. By that means you wi || doubly
and trebly damage the German manufactories : firstly, because the
prices of provisions and raw nmaterials and the wages of |abour wll
be raised in Germany and | owered in Engl and; secondly, because by
the export of German grain to England the export of English
manuf act ured goods to Germany will be pronoted; thirdly, because
the German Commercial Union has declared that it is disposed to
reduce their duties on comobn cotton and wooll en goods in the sane
proportion in which England facilitates the inmport of German grain
and tinber. Thus we Britons cannot fail once nore to crush the
German nmanufactories. But the question cannot wait. Every year the
manuf acturing interests are gaining greater influence in the Gernman
Union; and if you delay, then your corn-law abolition will cone too
late. It will not be | ong before the balance will turn. Very soon



the German nanufactories will create such a great demand for
agricultural produce that Germany will have no nore surplus corn to
sell to foreign countries. Wat concessions, then, are you willing
to offer to the German Governnents to i nduce themto |ay hands on
their own manufactories in order to hinder them from spinning
cotton for thenselves, and from encroachi ng upon your foreign
markets in addition?

Al this the witer of the report was conpelled to nmake clear
to the landowners in Parlianment. The forms of the British State
adm nistration permt no secret Governnent reports. Dr Bowing's
report nust be published, nmust therefore be seen by the Gernans in
transl ations and extracts. Hence one nust use no expressions which
m ght lead the Germans to a perception of their true interests.
Therefore to every nethod whi ch was adapted to influence
Parliament, an antidote nust be added for the use of the Gernan
Governments. |t must be alleged, that in consequence of the
protective system nuch German capital had been diverted into
i nproper channels. The agricultural interests of Germany woul d be
damaged by the protective system That interest for its part ought
only to turn its attention to foreign narkets; agriculture was in
Germany by far the nost inportant productive industry, for
three-fourths of the inhabitants of Germany were engaged in it. It
was mnere nonsense to tal k about protection for the producers; the
manufacturing interest itself could only thrive under foreign
conpetition : public opinion in Gernmany desired freedom of trade.
Intelligence in Germany was too universal for a desire for high
duties to be entertained. The nost enlightened nen in the country
were in favour of a reduction of duties on conmon wool |l en and
cotton fabrics, in case the English duties on corn and tinber were
reduced.

In short, in this report two entirely different voices speak,
whi ch contradi ct one another |ike two opponents. Which of the two
must be deened the true one-that which speaks to the Parlianent, or
that which speaks to the German CGovernments? There is no difficulty
in deciding this point, for everything which Dr Bowing adduces in
order to induce Parlianent to |ower the inport duties on grain and
tinmber is supported by statistical facts, calculations, and
evi dence; while everything that he adduces to di ssuade the German
CGovernnments fromthe protective systemis confined to nere
superficial assertions.

Let us consider in detail the arguments by which Dr Bowing
proves to the Parliament that in case a check is not put to the
progress of the German protective systemin the way which he
poi nted out, the Gernman narket for manufactured goods nust becone
irrecoverably lost to Engl and.

The German people is remarkable, says Dr Bowring, for
temperance, thrift, industry, and intelligence, and enjoys a system
of universal education. Excellent polytechnic schools diffuse
technical instruction throughout the entire country.

The art of design is especially nuch nore cultivated there than
in England. The great annual increase of its population, of its
head of cattle, and especially of sheep, proves what progress
agriculture there has achieved. (The report nmakes no nention of the
i mprovenent in the value of property, though that is an inportant
feature, nor of the increase in the value of produce.) The wages of
| abour have risen thirty per cent in the manufacturing districts.
The country possesses a great anmpunt of water power, as yet unused,
which is the cheapest of all notive powers. Its nining industry is
everywhere flourishing, nore than at any previous tinme. From 1832
up to 1837 the inports of raw cotton have increased from 118, 000
centners to 240,000 centners; the inmports of cotton yarn from



172,000 centners to 322,000 centners; the exports of cotton fabrics
from 26,000 centners to 75,000 centners; the nunber of
cotton-weaving loons in Prussia from22,000 in 1825 to 32,000 in
1834; the inports of raw wool from 99, 000 centners to 195, 000
centners; the exports of the sanme from 100,000 centners to 122, 000
centners; the inports of woollen articles from 15,000 centners to
18,000 centners; the exports of the sanme from 49, 000 centners to
69, 000 centners.

The manufacture of linen cloths contends with difficulty
agai nst the high duties in England, France, and Italy and has not
increased. On the other hand, the inmports of linen yarn have
i ncreased from 30,000 centners in 1832 to 86,000 centners in 1835,
chiefly through the inmports from Engl and, which are stil
i ncreasing. The consunption of indigo increased from 12, 000
centners in 1831 to 24,000 centners in 1837; a striking proof of
the progress of Gernman industry. The exports of pottery have been
nmore than doubled from 1832 to 1836. The inports of stoneware have
di m ni shed from5,000 centners to 2,000 centners, and the exports
of it increased from4,000 centners to 18,000 centners. The inports
of porcelain have di m nished from4,000 centners to 1,000 centners,
and the exports of it have increased from 700 centners to 4, 000
centners. The output of coal has increased from 6,000,000 Prussian
tons in 1832 to 9,000,000 in 1836. In 1816 there were 8, 000, 000
sheep in Prussia; and in 1837, 15, 000, 000.

In Saxony in 1831 there were 14,000 stocki ng-weavi ng nmachi nes;
in 2836, 20,000. From 1831 to 1837, the nunber of manufactories for
spi nning wool I en yarn and of spindles had increased in Saxony to
nore than double their previous nunber. Everywhere nmachi ne
manuf actori es had arisen, and many of these were in the nost
flourishing condition.

In short, in all branches of industry, in proportion as they
have been protected, Germany has made enor nobus advances, especially
in wool |l en and cotton goods for common use, the inportation of
whi ch from Engl and had entirely ceased. At the sane tine Dr Bowing
admts, in consequence of a trustworthy opinion which had been
expressed to him 'that the price of the Prussian stuffs was
decidedly I ower than that of the English; that certainly in respect
of sone of the colours they were inferior to the best English
tints, but that others were perfect and could not be surpassed;
that in spinning, weaving, and all preparatory processes, the
German goods were fully equal to the British, but only in the
finish a distinct inferiority m ght be observed, but that the want
of this would di sappear after a little tine.'

It is very easy to understand how by neans of such
representations as these the English Parlianent may at |ength be
i nduced to abandon its corn | aws, which have hitherto operated as
a protective systemto Gernmany. But it appears to us utterly
i nconpr ehensi bl e how the Gernan Uni on, which has nade such enornous
advances in consequence of the protective system should be induced
by this report to depart froma system which has yiel ded them such
excel lent results.

It is very well for Dr Bowing to assure us that the hone
i ndustry of Gernany is being protected at the expense of the
agriculturists. But how can we attach any credence to his
assurance, when we see, on the contrary, that the denmand for
agricul tural produce, prices of produce, the wages of |abour, the
rents, the value of property, have everywhere considerably risen,
wi thout the agriculturist having to pay nore than he did before for
t he manuf act ured goods whi ch he requires?

It is very well for Dr Bowing to give us an estimte show ng



that in Gernany three persons are engaged in agriculture to every
one in manufactures, but that statement convinces us that the
nunber of Germans engaged in manufacturing is not yet in proper
proportion to the nunber of German agriculturists. And we cannot
see by what other nmeans this disproportion can be equalised, than
by increasing the protection on those branches of manufacture which
are still carried on in England for the supply of the German narket
by persons who consune English instead of German agricultura
produce. It is all very well for Dr Bowing to assert that Gernan
agriculture nmust only direct its attention to foreign countries if
it desires to increase its sale of produce; but that a great denmand
for agricultural produce can only be attained by a flourishing hone
manuf act uri ng power is taught us not alone by the experience of

Engl and, but Dr Bowring hinself inplicitly admts this, by the

appr ehensi on whi ch he expresses in his report, that if Engl and

del ays for sone tine to abolish her corn | aws, Germany w |l then
have no surplus of either corn or tinber to sell to foreign

countri es.

Dr Bowing is certainly right when he asserts that the
agricultural interest in Germany is still the predom nant one, but
just for the very reason that it is predominant it nmust (as we have
shown in fornmer chapters), by pronoting the manufacturing
interests, seek to place itself in a just proportion with them
because the prosperity of agriculture depends on its being in equa
proportion with the nmanufacturing interest, but not on its own
preponder ance over it.

Further, the author of the report appears to be utterly steeped
in error when he nmaintains that foreign conpetition in German
markets i s necessary for the German manufacturing interest itself,
because the German nmanufacturers, as soon as they are in a position
to supply the German narkets, must conpete with the manufacturers
of other countries for the disposal of their surplus produce, which
conpetition they can only sustain by neans of cheap production. But
cheap production will not consist with the existence of the
protective system inasnuch as the object of that systemis to
secure higher prices to the manufacturers

Thi s argunent contains as many errors and fal sehoods as words.
Dr Bowring cannot deny that the nmanufacturer can offer his products
at cheaper prices, the nore he is enabled to manufacture -- that,
therefore, a manufacturing Power which exclusively possesses its
home mar ket can work so nuch the cheaper for foreign trade. The
proof of this he can find in the sane tables which he has published
on the advances nmade by German industry; for in the sane proportion
in which the German nmanufactories have acquired possession of their
own hone nmarket, their export of manufactured goods has al so
i ncreased. Thus the recent experience of Germany, |ike the ancient
experience of England, shows us that high prices of manufactured
goods are by no nmeans a necessary consequence of protection

Finally, German industry is still very far fromentirely
suppl ying her honme nmarket. In order to do that, she nust first
manufacture for herself the 13,000 centners of cotton fabrics, the
18, 000 centners of woollen fabrics, the 500,000 centners of cotton
yarn, thread, and linen yarn, which at present are inported from
Engl and. 1f, however, she acconplishes that, she will then inport
500, 000 centners nore raw cotton than before, by which she wll
carry on so nmuch the nore direct exchange trade with tropica
countries, and be able to pay for the greater part if not the whole
of that requirement with her own nmanufactured goods.

W nust correct the view of the author of the report, that
public opinion in Germany is in favour of free trade, by stating
that since the establishment of the Commercial Union people have



acquired a clearer perception of what it is that England usually
understands by the term'free trade,' for, as he hinself says,
"Since that period the sentinents of the Gernan peopl e have been
diverted fromthe region of hope and of fantasy to that of their
actual and material interests.' The author of the report is quite
right when he says that intelligence is very greatly diffused
anongst the Gernman people, but for that very reason people in
Germany have ceased to indulge in cosnopolitical dreanms. People
here now think for thenselves -- they trust their own concl usions,
their own experience, their own sound conmon sense, nore than
one-si ded systens which are opposed to all experience. They begin
to conprehend why it was that Burke declared in confidence to Adam
Smith '"that a nation nust not be governed according to
cosnmopolitical systens, but according to know edge of their speci al
national interests acquired by deep research.' People in Gernmany
di strust counsellors who blow both cold and hot out of the sane
mout h. Peopl e know al so how to estimate at their proper value the
interests and the advice of those who are our industria
conpetitors. Finally, people in Germany bear in mnd as often as
English offers are under discussion the well-known proverb of the
presents offered by the Danai dae.

For these very reasons we nay doubt that influential German
st atesnen have seriously given grounds for hope to the author of
the report, that Germany is willing to abandon her protective
policy for the benefit of England, in exchange for the pitifu
concession of pernission to export to England a little grain and
timber. At any rate public opinion in Germany would greatly
hesitate to consider such statesnen to be thoughtful ones. In order
to nerit that title in Germany in the present day, it is not enough
that a man shoul d have thoroughly | earned superficial phrases and
argunents of the cosnopolitical school. People require that a
statesman shoul d be well acquainted with the powers and the
requirenents of the nation, and, without troubling hinmself with
schol astic systenms, should devel op the fornmer and satisfy the
|latter. But that man woul d betray an unfat homabl e i gnorance of
those powers and wants, who did not know what enornbus exertions
are requisite to raise a national industry to that stage to which
the German industry has already attained; who cannot in spirit
foresee the greatness of its future; who could so grievously
di sappoi nt the confidence which the Gernman industrial classes have
reposed in their Governnents, and so deeply wound the spirit of
enterprise in the nation; who was incapabl e of distinguishing
between the lofty position which is occupied by a nmanufacturing
nation of the first rank, and the inferior position of a country
which nerely exports corn and tinber; who is not intelligent enough
to estimate how precarious a foreign nmarket for grain and tinber is
even in ordinary tines, how easily concessions of this kind can be
agai n revoked, and what convul sions are involved in an interruption
of such a trade, occasioned by wars or hostil e comrerci al
regul ations; who, finally, has not |learned fromthe exanple of
other great states how greatly the existence, the independence, and
the power of the nation depends on its possession of a
manuf acturi ng power of its own, developed in all its branches.

Truly one nust greatly under-estimate the spirit of nationality
and of unity which has arisen in Gernmany since 1830, if one
bel i eved, as the author of the report does (p. 26), that the policy
of the Commercial Union will follow the separate interests of
Prussi a, because two-thirds of the popul ation of the Union are
Prussian. But Prussia's interests demand the export of grain and
ti mber to Engl and; the anpbunt of her capital devoted to



manufactures is uninportant; Prussia will therefore oppose every
system whi ch inpedes the inport of foreign nmanufactures, and all
the heads of departnments in Prussia are of that opinion
Nevert hel ess the author of the report says at the begi nning of his
report: 'The German Custons Union is an incarnation of the idea of
national unity which w dely pervades this country. If this Union is
well led, it nust bring about the fusion of all German interests in
one common | eague. The experience of its benefits has nmade it
popular. It is the first step towards the nationalisation of the
German people. By nmeans of the common interest in comrercial
questions, it has paved the way for political nationality, and in
pl ace of narrow- ni nded views, prejudices, and custons, it has laid
down a broader and stronger elenent of German national existence.'’
Now, how does the opinion agree with these perfectly true prefatory
observations, that Prussia will sacrifice the independence and the
future greatness of the nation to a narrow regard to her own
supposed (but in any case only nonentary) private interest -- that
Prussia will not conprehend that Gernmany nust either rise or fal
with her national commercial policy, as Prussia herself nust rise
or fall with Germany? How does the assertion that the Prussian
heads of departnents are opposed to the protective system agree
with the fact that the high duties on ordinary woollen and cotton
fabrics emanated from Prussia herself? And nust we not be conpell ed
to conjecture fromthese contradictions, and fromthe fact that the
aut hor of the report paints in such glow ng colours the condition
and the progress of the industry of Saxony, that he hinself is
desirous of exciting the private jeal ousy of Prussia?

Be that as it may, it is very strange that Dr Bowing attaches
such great inportance to the private statenents of heads of
departnents, he an English author who ought to be well aware of the
power of public opinion -- who ought to know that in our days the
private views of heads of departnents even in unconstitutiona
states count for very little if they are opposed to public opinion,
and especially to the naterial interests of the whole nation, and
if they favour retrograde steps whi ch endanger the whol e
nationality. The author of the report also feels this well enough
hi nsel f, when he states at page 98 that the Prussian Governnent has
sufficiently experienced, as the English Governnment has done in
connection with the abolition of the English corn laws, that the
views of public officials cannot everywhere be carried into effect,
that hence it might be necessary to consider whether German grain
and tinber should not be adnmitted to the English nmarkets even
wi t hout previ ous concessions on the part of the German Union,
because by that very nmeans the way m ght be paved for the admni ssion
of the English manufactured goods into the German market. This view
is in any case a correct one. Dr Bowing sees clearly that the
German industry woul d never have been strengthened but for those
| aws; that consequently the abolition of the corn | aws woul d not
only check the further advances of Gernman industry, but nust cause
it again to retrograde greatly, provided always that in that case
the German custons | egislation remains unchanged. It is only a pity
that the British did not perceive the soundness of this argunent
twenty years ago; but now, after that the |egislation of England
has itself undertaken the divorce of Gernman agriculture from
Engl i sh manufactures, after that Gernany has pursued the path of
perfecting her industry for twenty years, and has nade enornous
sacrifices for this object, it would betoken political blindness if
Germany were now, owing to the abolition of the English corn | aws,
to abstain in any degree from pursuing her great national career
I ndeed, we are firmy convinced that in such a case it would be
necessary for Germany to increase her protective duties in the sanme



proportion in which the English manufactories would derive
advantage fromthe abolition of the corn |aws as conpared with
those of Germany. Germany can for a long time follow no other
policy in respect to England than that of a | ess advanced

manuf acturing nation which is striving with all her power to raise
herself to an equal position with the nost advanced nanufacturing
nation. Every other policy or neasure than that, involves the
inmperilling of the German nationality. If the English are in want
of foreign corn or tinber, then they may get it in Gernmany or where
el se they please. Germany will not on that account any the |ess
protect the advances in industry which she has nmade up to this
time, or strive any the less to nake future advances. |If the
British will have nothing to do with German grain and tinber, so
much the better. In that case the industry, the navigation, the
foreign trade of Germany will raise their heads so nuch the

qui cker, the German internal nmeans of transport will be so nuch the
sooner conpleted, the German nationality will so nuch the nore
certainly rest on its natural foundation. Perhaps Prussia may not
in this way so soon be able to sell the corn and tinber of her
Baltic provinces at high prices as if the English markets were
suddenly opened to her. But through the conpletion of the interna
means of transport, and through the internal denmand for
agricultural produce created by the manufactories, the sales of
those provinces to the interior of Germany will increase fast
enough, and every benefit to these provinces which is founded on
the hone denand for agricultural produce will be gained by themfor
all future tinme. They will never nore have to oscillate as
heret of ore between calamty and prosperity from one decade to
another. But further, as a political power Prussia will gain a
hundred-fold nore in concentrated strength in the interior of
Germany by this policy than the material val ues which she
sacrifices for the nonent in her maritinme provinces, or rather
invests for repaynent in the future.

The object of the English mnistry in this report is clearly to
obtain the adm ssion into Germany of ordinary English woollen and
cotton fabrics, partly through the abolition or at |east
nodi fi cation of charging duties by weight, partly through the
|l owering of the tariff, and partly by the adnission of the Gernman
grain and tinber into the English market. By these neans the first
breach can be made in the Gernman protective system These articles
of ordinary use (as we have already shown in a fornmer chapter) are
by far the nost inportant, they are the fundanental elenment of the
national industry. Duties of ten per cent ad val orem which are
clearly ainmed at by England, would, with the assistance of the
usual tricks of under declaration of value, sacrifice the greater
part of the Gernman industry to English conpetition, especially if
i n consequence of commrercial crises the English manufacturers were
sonetinmes induced to throw on the market their stocks of goods at
any price. It is therefore no exaggeration if we maintain that the
tendency of the English proposals ains at nothing | ess than the
overthrow of the entire German protective system in order to
reduce Gernmany to the position of an English agricultural colony.
Wth this object in viewit is inpressed on.the notice of Prussia
how greatly her agriculture mght gain by the reduction of the
English corn and tinber duties, and how uni nportant her
manufacturing interest is. Wth the sane view, the prospect is
offered to Prussia of a reduction of the duties on brandy. And in
order that the other states may not go quite enpty away a five per
cent reduction of the duties on Nirenberg wares, children's toys,
eau de Col ogne, and other trifles, is prom sed. That gives



satisfaction to the small German states, and al so does not cost
nmuch.

The next attenpt will be to convince the German governments, by
means of this report, how advantageous to themit would be to |et
Engl and spin cotton and linen yarns for them It cannot be doubted
that hitherto the policy adopted by the Union, first of all to
encourage and protect the printing of cloths and then weavi ng, and
to inport the nmedium and finer yarns, has been the right one. But
fromthat it in nowise follows that it would continue to be the
right one for all time. The tariff |egislation nust advance as the
national industry advances if it is rightly to fulfil its purpose
We have al ready shown that the spinning factories, quite apart from
their inportance in thenselves, yet are the source of further
i ncal cul abl e benefits, inasmuch as they place us in direct
commer ci al comunication with the countries of warmclimte, and
hence that they exercise an incal cul able influence on our
navi gati on and on our export of manufactures, and that they benefit
our manufactories of machinery nore than any other branch of
manuf acture. |nasnuch as it cannot be doubted that Gernany cannot
be hindered either by want of water power and of capabl e worknen,
or by lack of material capital or intelligence, fromcarrying on
for herself this great and fruitful industry, so we cannot see why
we should not gradually protect the spinning of yarns from one
nunber to another, in such a way that in the course of five to ten
years we may be able to spin for ourselves the greater part of what
we require. However highly one may estimte the advantages of the
export of grain and tinber, they cannot nearly equal the benefits
whi ch nust accrue to us fromthe spinning nmanufacture. |ndeed, we
have no hesitation in expressing the belief that it could be
i ncontestably proved, by a cal culation of the consunption of
agricultural products and tinber which would be created by the
spinning industry, that fromthis branch of manufacture alone far
greater benefits nust accrue to the German | andowners than the

foreign market will ever or can ever offer them
Dr Bowring doubts that Hanover, Brunswi ck, the two
Meckl enburgs, O denburg, and the Hanse Towns will join the Union,

unless the latter is willing to nake a radical reduction in its
import duties. The latter proposal, however, cannot be seriously
consi dered, because it would be i measurably worse than the evi
which by it, it is desired to remnedy.

Qur confidence in the prosperity of the future of Germany is,
however, by no nmeans so weak as that of the author of the report.
Just as the Revolution of July has proved beneficial to the Gernan
Conmer ci al Uni on, so nust the next great general convul sion nmake an
end of all the minor hesitations by which these small states have
hitherto been withheld fromyielding to the greater requirenents of
the German nationality. O what value the commercial unity has been
to the nationality, and of what value it is to Gernan governnents,
quite apart fromnere nmaterial interests, has been recently for the
first tine very strongly denonstrated, when the desire to acquire
the Rhine frontier has been |oudly expressed in France.

Fromday to day it is necessary that the governnents and
peopl es of Germany shoul d be nore convinced that national unity is
the rock on which the edifice of their welfare, their honour, their
power, their present security and existence, and their future
great ness, nust be founded. Thus fromday to day the apostasy of
these small maritinme states will appear nore and nore, not only to
the states in the Union, but to these small states themselves, in
the light of a national scandal which nust be got rid of at any
price. Also, if the matter is intelligently considered, the
mat eri al advantages of joining the Union are nmuch greater for those



states thensel ves than the sacrifice which it requires. The nore
that manufacturing industry, that the internal neans of transport,
the navigation, and the foreign trade of Germany, devel op

thensel ves, in that degree in which under a wi se commercial policy
they can and nust be devel oped in accordance with the resources of
the nation, so much the nore will the desire becone nore vigorous
on the part of those snall states directly to participate in these
advant ages, and so nuch the nore will they | eave off the bad habit
of looking to foreign countries for blessings and prosperity.

In reference to the Hanse Towns especially, the spirit of
inmperial citizenship of the sovereign parish of Hanburg in no way
deters us fromour hopes. In those cities, according to the
testinmony of the author of the report hinself, dwell a great nunber
of men who conprehend that Hanburg, Brenen, and Lubeck are and nust
be to the German nation that which London and Liverpool are to the
English, that which New York, Boston, and Phil adel phia are to the
Americans -- nen who clearly see that the Comercial Union can
of fer advantages to their comrerce with the world which far exceed
t he di sadvantages of subjection to the regulations of the Union,
and that a prosperity without any guarantee for its continuance is
fundanental |y a del usi on

What sensi bl e inhabitant of those seaports could heartily
congratul ate hinself on the continual increase of their tonnage, on
the continual extension of their commercial relations, if he
reflected that two frigates, which conmng from Heligoland could be
stationed at the nmouths of the Weser and the El be, would be in a
position to destroy in twenty-four hours this work of a quarter of
a century? But the Union will guarantee to these seaports their
prosperity and their progress for all future time, partly by the
creation of a fleet of its own and partly by alliances. It wll
foster their fisheries, secure special advantages to their
shi pping, protect and pronote their foreign comrercial relations,
by effective consular establishnments and by treaties. Partly by
their neans it will found new colonies, and by their neans carry on
its own colonial trade. For a union of States conprising
thirty-five mllions of inhabitants (for the Union will conprise
that nunber at least when it is fully conpleted), which owing to an
annual increase of population of one and a half per cent can easily
spare annually two or three hundred thousand persons, whose
provi nces abound with well-infornmed and cultivated i nhabitants who
have a peculiar propensity to seek their fortune in distant
countries, people who can take root anywhere and neke thensel ves at
honme wherever unoccupied land is to be cultivated, are call ed upon
by Nature herself to place thenselves in the first rank of nations
who col oni se and diffuse civilisation

The feeling of the necessity for such a perfect conpletion of
the Commercial Union is so universally entertained in Germany, that
hence the author of the report could not help remarking, 'Mre
coasts, nore harbours, nore navigation, a Union flag, the
possession of a navy and of a nercantile nmarine, are w shes very
generally entertained by the supporters of the Commercial Union,
but there is little prospect at present of the Union nmaking head
agai nst the increasing fleet of Russia and the commercial marine of
Hol | and and the Hanse Towns.' Against themcertainly not, but so
much the nore with them and by neans of them It lies in the very
nature of every power to seek to divide in order to rule. After the
aut hor of the report has shown why it would be foolish on the part
of the maritinme states to join the Union, he desires also to
separate the great seaports fromthe German national body for al
time, inasmuch as he speaks to us of the warehouses of Al tona which



must becone dangerous to the warehouses of Hamburg, as though such
a great commercial enmpire could not find the neans of mmking the
war ehouses of Altona serviceable to its objects. W will not follow
the author through his acute inferences fromthis point; we wll
only say, that if they were applied to England, they would prove
that London and Liverpool would increase their comerci al
prosperity in an extraordinary degree if they were separated from
the body of the English nation. The spirit which underlies these
argunents i s unm stakably expressed in the report of the English
consul at Rotterdam 'For the commercial interests of G eat
Britain,' says M Al exander Ferrier at the end of his report, 'it
appears of the greatest possible inmportance that no nmeans shoul d be
left untried to prevent the aforesaid states, and al so Bel gi um
fromentering the Zollverein, for reasons which are too clear to
need any exposition.' Who could possibly blane M Ferrier for
speaki ng thus, or Dr Bowing for speaking thus, or the English
mnisters for acting as the others speak? The national instinct of
Engl and speaks and acts through them But to expect prosperity and
bl essing to Gernany from proposals which proceed from such a source
as that, would appear to exceed even a decent degree of nationa
good nature. '\Watever may happen,' adds M Ferrier to the words
above quoted, 'Holland nmust at all tinmes be considered as the main
channel for the commercial relations of South Germany with other
countries.' Clearly M Ferrier understands by the term' other
countries' nerely England; clearly he means to say that if the
Engl i sh manuf acturing supremacy should |l ose its neans of access to
Germany or the North Sea and the Baltic, Holland would still remnain
to it as the great neans of access by which it could predoninate
over the markets for manufactured goods and col oni al produce of the
sout h of Germany.

But we froma national point of view say and maintain that
Holland is in reference to its geographical position, as well as in
respect to its comercial and industrial circunstances, and to the
origin and | anguage of its inhabitants, a German province, which
has been separated from Germany at a period of Gernan nationa
di suni on, wi thout whose reincorporation in the Gernman Uni on Ger many
may be conpared to a house the door of which belongs to a stranger
Hol | and bel ongs as much to Germany as Brittany and Nor mandy bel ong
to France, and so long as Holland is determ ned to constitute an
i ndependent ki ngdom of her own, Germany can as little attain
i ndependence and power as France woul d have been enabled to attain
these if those provinces had remained in the hands of the English
That the commercial power of Holland has declined, is owing to the
uni nportance of the country. Holland will and nust al so,
notw t hstandi ng the prosperity of her colonies, continue to
decl i ne, because the nation is too weak to support the enornous
expense of a considerable mlitary and naval power. Through her
exertions to nmaintain her nationality Holland nust becone nore and
nmore deeply involved in debt. Notw thstandi ng her great col oni al
prosperity, she is and renmains all the sane a country dependent on
Engl and, and by her seem ng i ndependence she only strengthens the
English suprenacy. This is also the secret reason why Engl and at
the congress of Vienna took under her protection the restoration of
the Dutch seem ng i ndependence. The case is exactly the sane as
with the Hanse Towns. On the side of England, Holland is a
satellite for the English fleet -- unite it with Germany, she is
the | eader of the German naval power. In her present position
Hol | and cannot nearly so well derive profit from her colonia
possessions as if they becane a constituent part of the Gernan
Uni on, especially because she is too weak in the el enents which are
necessary for colonisation -- in population and in nmental powers.



Further than this, the profitable devel opment of her col onies, so
far as that has hitherto been effected, depends for the nobst part
on German good nature, or rather on the nonacquai ntance of the
Germans with their own national comercial interests; for while all
other nations reserve their market for col onial produce for their
own colonies and for the countries subject to them the German
market is the only one which remains open to the Dutch for the

di sposal of their surplus colonial produce. As soon as the Gernans
clearly conprehend that those from whom they purchase col oni a
produce nust be nade to understand that they on their part nust
pur chase manufactured goods from Germany under differentially
favourabl e treatnent, then the Germans will also clearly see that
they have it in their power to conpel Holland to join the

Zol l verein. That union would be of the greatest advantage to both
countries. Germany would give Holland the neans not only of
deriving profit fromher colonies far better than at present, but
also to found and to acquire new col onies. Gernmany woul d grant
special perferential privileges to the Dutch and Hanseatic

shi pping, and grant special preferential privileges to Dutch
colonial produce in the German nmarkets. Holland and the Hanse
Towns, in return, would preferentially export German manufactures,
and preferentially enploy their surplus capital in the

manuf actories and the agriculture of the interior of Germany.

Holl and , as she has sunk from her em nence as a comercia
power because she, the nere fraction of a nation, wanted to nmake
hersel f pass as an entire nation; because she sought her advantage
in the oppression and the weakening of the productive powers of

Germany , instead of basing her greatness on the prosperity of the
countries which lie behind her, with which every nmaritine state
must stand or fall; because she sought to becone great by her

separation fromthe German nation instead of by her union with it;
Hol I and can only again attain to her ancient state of prosperity by
means of the German Union and in the closest connection with it.
Only by this union is it possible to constitute an agricultura
manuf acturi ng commercial nationality of the first nmagnitude

Dr Bowring groups in his tables the inports and exports of the
German Custons Union with the Hanse Towns and Hol | and and Bel gi um
all together, and fromthis grouping it clearly appears how greatly
all these countries are dependent on the English manufacturing
i ndustry, and how i measurably they mght gain in their entire
productive power by union. He estimates the inports of these
countries fromEngland at 19,842,121 |. sterling of official value,
or 8,550,347 |. of declared value, but the exports of those
countries to England (on the other hand) at only 4,804,491 |.
sterling; in which, by the way, are included the great quantities
of Java coffee, cheese, butter, &. which England inports from
Hol | and. These total s speak volunes. W thank the Doctor for his
statistical grouping together -- would that it mght betoken a
speedy political grouping.

NOTES

1. Report on the German Zollverein to Lord Viscount Pal nerston, by
John Bowring, 1840.

2. See statenent of R B. Porter, note to p. 299
Chapter 35

Continental Politics



The highest ultimate aimof rational politics is (as we have
shown in our Second Book) the uniting of all nations under a common
| aw of right, an object which is only to be attained through the
great est possibl e equalisation of the nbst inportant nations of the
earth in civilisation, prosperity, industry, and power, by the
conversion of the antipathies and conflicts which now exi st between
theminto synpathy and harmony. But the solution of this problemis
a work of imrensely |ong duration. At the present tinme the nations
are divided and repelled fromone another by nmanifold causes; chief
anong these are conflicts about territory. As yet, the
apportionnent of territory to the European nations does not
correspond to the nature of things. |Indeed, even in theory, people
are not yet agreed upon the fundanmental conditions of a just and
natural apportionnent of territory. Sone desire that their nationa
territory should be deternined according to the requirenents of
their netropolis wthout regard to | anguage, commerce, race, and so
forth, in such a way that the nmetropolis should be situated in the
centre and be protected as nuch as possi bl e against foreign
attacks. They desire to have great rivers for their frontiers.

O hers nmaintain, and apparently with greater reason, that
sea-coasts, nountains, |anguage, and race, constitute better
frontiers than great rivers. There still are nations who are not in
possession of those nouths of rivers and sea-coasts which are

i ndi spensable to themfor the devel opnment of their commerce with
the world and for their naval power.

If every nation was already in possession of the territory
which is necessary for its internal devel opnent, and for the
mai nt enance of its political, industrial, and conmerci al
i ndependence, then every conquest of territory would be contrary to
sound policy, because by the unnatural increase of territory the
j eal ousy of the nation which is thus encroached upon woul d be
excited and kept alive, and consequently the sacrifices which the
conquering nation would have to nmake for retaining such provinces
woul d be i measurably greater than the advantages accruing from
their possession. A just and wi se apportionnment of territory is,
however, at this day not to be thought of, because this question is
conplicated by manifold interests of another nature. At the sane
time it nust not be ignored that rectification of territory nust be
reckoned anong the nost inportant requirenents of the nations, that
striving to attain it is legitimate, that indeed in many cases it
is ajustifiable reason for war

Furt her causes of antipathy between the nations are, at the
present tine, the diversity of their interests in respect to
manuf act ures, commerce, navigation, naval power, and col onia
possessions, also the difference in their degrees of civilisation,
of religion, and of political condition. All these interests are
conmplicated in mani fold ways through the interests of dynasties and
powers.

The causes of antipathy are, on the other hand, causes of
synpat hy. The | ess powerful nations synpathise agai nst the nopst
powerful, those whose independence i s endangered synpat hi se agai nst
the aggressors, territorial powers agai nst naval supremacy, those
whose industry and comrerce are defective synpathi se agai nst those
who are striving for an industrial and commercial nonopoly, the
hal f-civilised against the civilised, those who are subjects of a
nmonar chy agai nst those whose governnent is entirely or partially
denocratic.

Nations at this tine pursue their own interests and synpathies
by nmeans of alliances of those who are |ike-ninded and have |ike
interests against the interests and tendencies which conflict with
theirs. As, however, these interests and tendencies conflict with



one another in various ways, these alliances are |iable to change.
Those nations who are friends to-day may be enenies to-norrow, and
vi ce versa, as soon as ever sonme one of the great interests or
principles is at stake by which they feel thenselves repelled from
or drawn towards one anot her

Politicians have long felt that the equalisation of the nations
must be their ultimate aim That which people call the maintenance
of the European bal ance of power has al ways been nothing el se than
the endeavours of the | ess powerful to i npose a check on the
encroachrments of the nore powerful. Yet politics have not sel dom
confounded their proxinmate object with their ultinmte one, and vice
ver séa.

The proxinmate task of politics always consists in clearly
perceiving in what respect the alliance and equalisation of the
different interests is at the nonent nobst pressing, and to strive
that until this equalisation is attained all other questions may be
suspended and kept in the background.

When the dynastic, nonarchic, and aristocratic interests of
Europe allied thensel ves agai nst the revol utionary tendenci es of
1789, disregarding all considerations regarding power and conmerce,
their policy was a correct one.

It was just as correct when the French Enpire introduced the
tendency of conquest in place of that of revolution

Napol eon sought by his Continental systemto establish a
Continental coalition against the predom nant naval and comerci al
power of England; but in order to succeed, it was necessary for
him first of all, to take away fromthe Continental nations the
appr ehensi on of being conquered by France. He fail ed, because on
their part the fear of his suprenacy on | and greatly outwei ghed the
di sadvant ages which they suffered fromthe naval suprenacy.

Wth the fall of the French Enpire, the object of the great
alliance ceased. Fromthat tinme forth, the Continental powers were
menaced neither by the revol utionary tendencies nor by the |ust of
conquest of France. Engl and's predom nance in manufactures,
navi gati on, comerce, colonial possessions, and naval power, had,
on the other hand, enornously increased during the conflicts
agai nst the Revol ution and agai nst the French conquest. Fromthat
time forth, it becane the interest of the Continental powers to
ally thenmsel ves with France agai nst the comercial and nava
predom nance. Solely fromfear of the skin of the dead lion, the
Continental powers did not heed sufficiently the living | eopard who
had hitherto fought in their ranks. The Holy Alliance was a
political error.

This error also brought about its own punishnment through the
revolution of Italy. The Holy Alliance had unnecessarily called
into life a counter force which no | onger existed, or which at
| east would not for a long tinme have revived again. Fortunately for
the Continental powers, the dynasty of July contrived to appease
the revolutionary tendency in France. France concluded the alliance
with England in the interests of the dynasty of July and of
strengt heni ng the constitutional nonarchy. England concluded it in
the interest of the nmmintenance of her commercial suprenacy.

The Franco-English alliance ceased as soon as ever the dynasty
of July and the constitutional nonarchy in France felt thensel ves
to be sufficiently firmy established; but, on the other hand, the
interests of France in respect of naval power, navigation,
commerce, industry, and foreign possessions cane again nore to the
front. It is clear that France has again an equal interest with the
other Continental powers in these questions, and the establishing
of a Continental alliance against the naval predoni nance of Engl and



appears to be beconing a question of the day, provided the dynasty
of July can succeed in creating perfect unity of will between the
different organs of State adninistration, also to thrust into the
background those territorial questions which are excited by the
revol utionary tendencies, and entirely to appease in the mnds of
the nmonarchical Continental powers the fear of the tendencies of
France towards revol uti on and aggressi on

Not hi ng, however, at this tinme so greatly inpedes a cl oser
uni on of the continent of Europe as the fact that the centre of it
still never takes the position for which it is naturally fitted.

I nstead of being a nediator between the east and the west of that
continent, on all questions of arrangenment of territory, of the
principle of their constitutions, of national independence and
power, for which it is qualified by its geographical position, by
its federal constitution which excludes all apprehension of
aggression in the minds of neighbouring nations, by its religious
toleration, and its cosnopolitical tendencies, and finally by its
civilisation and the el enents of power which it possesses, this
central part of Europe constitutes at present the apple of discord
for which the east and the west contend, while each party hopes to
draw to its own side this mddle power, which is weakened by want
of national unity, and is always uncertainly wavering hither and
thither.

If, on the other hand, Gernany could constitute itself with the
maritime territories which appertain to it, with Holland, Bel gium
and Switzerland, as a powerful commercial and political whole -- if
this mghty national body could fuse representative institutions
with the existing nmonarchical, dynastic, and aristocratic
interests, so far as these are conpatible with one another -- then
Germany coul d secure peace to the continent of Europe for a |ong
time, and at the sanme tinme constitute herself the central point of
a durabl e Continental alliance.

That the naval power of England greatly exceeds that of al
other nations, if not on the nunmber of ships, yet certainly in
fighting power -- that hence the nations which are | ess powerful at
sea can only match England at sea by uniting their own naval power,
is clear. Fromhence it follows, that every nation which is |ess
powerful at sea has an interest in the nmaintenance and prosperity
of the naval power of all other nations who are sinilarly weak at
sea; and further, that fractions of other nations which, hitherto
di vi ded, have possessed either no naval power whatever or only an
uni nportant one, should constitute thenselves into one united nava
power. In regard to England, France and North America sustain |oss
if the naval power of Russia declines, and vice versa. They al
gain, if Germany, Holland, and Bel gi umconstitute together a comon
naval power; for while separated these last are nmere satellites to
the supremacy of England, but if united they strengthen the
opposition to that supremacy of all nations at sea.

None of these | ess powerful nations possesses a nercantile
mari ne whi ch exceeds the requirenents of its own internationa
trade -- none of these nations possesses a manufacturing power
whi ch woul d nmai ntain inportant preponderance over that of the
others. None of them therefore, has any ground to fear the
conpetition of the others. On the other hand, all have a common
interest in protecting thenselves against the destructive
conmpetition of England. Hence it nust be to the interests of al
that the predom nating manufacturing power of England should | ose
those neans of access (Holland, Bel gium and the Hanse Towns) by
means of which Engl and has hitherto doninated the narkets of the
Conti nent.

I nasmuch as the products of tropical clinmtes are chiefly paid



for by the manufactured products of tenperate climtes, and hence
the consunption of the forner depends on the sale of the latter,
therefore every manufacturing nation should endeavour to establish
direct intercourse with tropical countries. And thus, if all

manuf acturi ng nations of the second rank understand their own
interests and act accordingly, no nation will be permtted to

mai ntain a predom nant anount of col onial possessions in tropica
countries. If, for instance, England could succeed in the object
for which she is at present striving, viz. to produce in India the
col oni al produce which she requires -- in that case England could
only carry on trade with the Wst Indies to the extent to which she
was able to sell to other countries the colonial produce which she
now obtains fromthe West Indies in exchange for her manufactured
goods. If, however, she could not dispose of these to other
countries, then her West Indian possessi ons woul d becone useless to
her. She would then have no other option than either to let them go
free, or to surrender the trade with themto other manufacturing
countries. Hence it follows that all manufacturing nations |ess
powerful at sea have a common interest in following this policy and
in reciprocally supporting one another init, and it follows
further that no one of these nations would | ose by the accession of
Hol l and to the German Commercial Union, and through the closer
connection of Gernany with the Dutch col oni es.

Si nce the emanci pation of the Spani sh and Portuguese col oni es
in South Anerica and the Wst Indies, it is no |onger indispensably
necessary that a manufacturing nation should possess col oni es of
its own in tropical clinates in order to put itself in a position
to carry on directly the exchange of nanufactured goods agai nst
col onial produce. As the markets of these enanci pated tropica
countries are free, every manufacturing nation which is able to
conpete in these free markets can carry on direct trade with them
But these free tropical countries can only produce great quantities
of colonial products, and only consunme great quantities of
manuf act ured goods, if prosperity and norality, peace and repose,
| awful order and religious tolerance, prevail within them All
nations not powerful at sea, especially those who possess no
colonies, or only uninportant ones, have hence a common interest in
bringi ng about such a state of things by their united power. To
Engl and, with her comercial supremacy, the circunstances of these
countries cannot nmatter so nuch because she is sufficiently
supplied, or at |east hopes to becone sufficiently supplied, with
col oni al produce from her own exclusive and subject nmarkets in the
East and West Indies. Fromthis point of view also we nust partly
judge respecting the extrenely inportant question of slavery. W
are very far fromignoring that nuch phil anthropy and good notive
lies at the root of the zeal with which the object of the
emanci pation of the negroes is pursued by England, and that this
zeal does great honour to the character of the English nation. But
at the sanme tine, if we consider the immediate effects of the
measur es adopted by England in reference to this matter, we cannot
get rid of the idea that also nuch political notive and comrercia
interest are mngled with it. These effects are: (1) That by the
sudden emanci pation of the bl acks, through their rapid transition
froma condition of disorder and carelessness little renoved from
that of wild aninmals to a high degree of individual independence,
the yield of tropical produce of South Anerica and the West [|ndies
will be extrenely dimnished and ultimately reduced to nothing, as
the exanpl e of St. Dom ngo incontestably shows, inasnuch as there
since the expul sion of the French and Spani ards the production has
greatly decreased fromyear to year, and continues to do so. (2)



That the free negroes continually seek to obtain an increase in
their wages, whilst they linit their [abour to the supply of their
nmost i ndi spensabl e wants; that hence their freedomnerely leads to
i dl eness. (3) That, on the other hand, England possesses in the
East Indies anple neans for supplying the whole world with col oni al
products. It is well known that the Hi ndoos, owi ng to great
i ndustry and great noderation in their food and other wants,
especially in consequence of the precepts of their religion, which
forbid the use of aninmal food, are excessively frugal. To these
must be added the want of capital anong the natives, the great
fruitful ness of the soil in vegetable products, and the restriction
of caste and the great conpetition of those in want of work

The result of all this is, that wages in India are inconparably
| ower than in the West Indies and South America, whether the
pl antations there are cultivated by free blacks or by slaves; that
consequently the production of India, after trade has been set free
in that country, and w ser principles of admnistration have
prevail ed, nmust increase at an enornous rate, and the tinme is no
| onger distant when England will not only be able to supply all her
own requirenents of colonial produce fromlndia, but also export
great quantities to other countries. Hence it follows that England
cannot | ose through the dimnution of production in the West Indies
and South Anerica, to which countries other nations al so export
manuf act ured goods, but she will gain if the colonial production in
I ndi a beconmes preponderant, which market England excl usively
supplies with manufactured goods. (4) Finally, it may be asserted,
that by the emanci pation of the slaves England desires to hang a
sword over the head of the North Anerican slave states, which is so
much the nore menacing to the Union the nore this enmancipation
extends and the wish is excited anong the negroes of North America
to partake of simlar liberty. The question if rightly viewed nust
appear a philanthropical experinment of doubtful benefit towards
t hose on whose behalf it was undertaken from notives of genera
phi l ant hropy, but must in any case appear to those nations who rely
on the trade with South America and the West |ndies as not
advant ageous to them and they may not unreasonably inquire:
Whet her a sudden transition fromslavery to freedom nay not prove
nmore injurious to the negroes thensel ves than the nmai ntenance of
the existing state of things? -- whether it may not be the task of
several generations to educate the negroes (who are accustoned to
an al nost aninmal state of subjection) to habits of voluntary | abour
and thrift? -- whether it mght not better attain the object if the
transition fromslavery to freedom was made by the introduction of
a mld formof serfdom whereby at first sone interest mght be
secured to the serf in the |land which he cultivates, and a fair
share of the fruits of his |abour, allowi ng sufficient rights to
the landlord in order to bind the serf to habits of industry and
order? -- whether such a condition would not be nore desirable than
that of a miserable, drunken, |azy, vicious, nendicant horde called
free negroes, in conparison with which Irish msery in its nost
degraded form may be deened a state of prosperity and civilisation?
If, however, we are required to believe that the zeal of the
English to make everything which exists upon earth partakers of the
same degree of freedom which they possess thenselves, is so great
and irrepressible that they must be excused if they have forgotten
that nature nmakes no advances by | eaps and bounds, then we nust
venture to put the questions: Wether the condition of the |owest
caste of the Hindoos is not nuch nore wetched and intol erable than
that of the Anerican negroes? -- and how it happens that the
phil anthropic spirit of England has never been excited on behal f of
these nmost niserable of mankind? -- how it happens that English



| egi sl ati on has never intervened for their benefit? -- howit
happens t hat Engl and has been active enough in deriving neans for
her own enrichnent out of this mserable state of things, wthout
thi nking of any direct nmeans of aneliorating it?

The English-Indian policy leads us to the Eastern question. If
we can dismiss fromthe politics of the day all that which at this
monent has reference to territorial conflicts, to the dynastic,
nmonarchic, aristocratic, and religious interests, and to the
circunstances of the various powers, it cannot be ignored that the
Continental powers have a great national economic interest in
common in the Eastern question. However successful the present
endeavours of the powers nmay be to keep this question in the
background for a tinme, it will continually again cone to the front
with renewed force. It is a conclusion long arrived at by al
t houghtful nen, that a nation so thoroughly underm ned in her
religious, noral, social, and political foundations as Turkey is,
is like a corpse, which may indeed be held up for a tine by the
support of the living, but nust none the | ess pass into corruption
The case is quite the sane with the Persians as with the Turks,
with the Chinese and Hi ndoos and all other Asiatic people. Werever
the nmouldering civilisation of Asia comes into contact with the
fresh atnosphere of Europe, it falls to atons; and Europe wil |
sooner or later find herself under the necessity of taking the
whol e of Asia under her care and tutelage, as already India has
been so taken in charge by England. In this utter chaos of
countries and peoples there exists no single nationality which is
either worthy or capabl e of mmintenance and regeneration. Hence the
entire dissolution of the Asiatic nationalities appears to be
i nevitabl e, and a regeneration of Asia only possible by neans of an
i nfusi on of European vital power, by the general introduction of
the Christian religion and of European noral |aws and order, by
European imm gration, and the introduction of European systens of
gover nnent .

If we reflect on the course which such a regeneration m ght
possi bly pursue, the first consideration that strikes one is that
the greater part of the East is richly provided by nature with
resources for supplying the nmanufacturing nations of Europe wth
great quantities of raw materials and necessary articles of every
ki nd, but especially for producing tropical products, and in
exchange for these for opening unlimted markets to European
manuf acturers. Fromthis circunstance, nature appears to have given
an indication that this regeneration, as generally is the case with
the civilisation of barbarous peoples, nust proceed by the path of
free exchange of agricultural produce agai nst nmanufactured goods.
For that reason the principle nmust be firmy maintai ned above al
by the European nations, that no exclusive comercial privileges
must be reserved to any European nation in any part of Asia
what ever, and that no nation nust be favoured above others there in
any degree. It would be especially advantageous to the extension of
this trade, if the chief commercial enporiuns of the East were
constituted free cities, the European popul ation of which shoul d
have the right of self-government in consideration of an annua
paynent of tax to the native rulers. But European agents should be
appointed to reside with these rulers, after the exanple of English
policy in India, whose advice the native rulers should be bound to
follow in respect of the pronotion of public security order, and
civilisation.

Al the Continental powers have especially a comobn interest
that neither of the two routes fromthe Mediterranean to the Red
Sea and to the Persian Gulf should fall into the exclusive



possessi on of England, nor renain inpassable owing to Asiatic
barbarism To commit the duty of protecting these inportant points
to Austria, would insure the best guarantees to all European
nations.

Further, the Continental powers in general have a commpbn
interest with the United States in nmaintaining the principle that
'free ships cover free goods,' and that only an effectual bl ockade
of individual ports, but not a mere proclamation of the bl ockade of
entire coasts, ought to be respected by neutrals. Finally, the
principle of the annexation of wild and uninhabited territories
appears to require revision in the comon interest of the
Continental powers. People ridicule in our days the fact that the
Holy Father fornerly undertook to nake presents of islands and
parts of the gl obe, nay even to divide the world into two parts
with a stroke of the pen, and to apportion this part to one man and
that to another. Can it, however, be deened nuch nore sensible to
acknow edge the title to an entire quarter of the globe to vest in
the man who first erected somewhere on the earth a pol e adorned
with a piece of silk? That in the case of islands of npderate size
the right of the discoverer should be respected, may be adnitted
consistently with common sense; but when the question arises as to
i slands which are as large as a great European ki ngdom (li ke New
Zeal and) or respecting a continent which is larger than the whol e
of Europe (like Australia), in such a case by nothing I ess than an
actual occupation by col onisation, and then only for the actually
colonised territory, can a claimto exclusive possession be
adm tted consistently with commobn sense. And it is not clear why
the Germans and the French should not have the right to found
colonies in those parts of the world at points which are distant
fromthe English stations.

If we only consider the enornous interests which the nations of
the Continent have in conmon, as opposed to the English maritine
supremacy, we shall be led to the conviction that nothing is so
necessary to these nations as union, and nothing is so ruinous to
them as Continental wars. The history of the last century also
teaches us that every war which the powers of the Continent have
waged agai nst one another has had for its invariable result to
i ncrease the industry, the wealth, the navigation, the col onial
possessi ons, and the power of the insular suprenacy.

Hence, it cannot be denied that a correct view of the wants and
interests of the Continent underlaid the Continental system of
Napol eon, although it nust not be ignored that Napol eon desired to
give effect to this idea (right initself) in a manner which was
contrary to the independence and to the interests of the other
Continental powers. The Continental system of Napol eon suffered
fromthree capital defects. In the first place, it sought to
establish, in the place of the English maritine suprenmacy, a French
Continental suprenmacy; it sought the humiliation, or destruction
and di ssolution, of other nationalities on the Continent for the
benefit of France, instead of basing itself on the elevation and
equal i sation of the other Continental nations. Furthernore, France
foll owed herself an excl usive conmercial policy against the other
countries of the Continent, while she clained for herself free
conpetition in those countries. Finally, the systemal nost entirely
destroyed the trade between the nmanufacturing countries of the
Continent and tropical countries, and found itself conpelled to
find a renedy for the destruction of this international trade by
the use of substituted articles.(1*)

That the idea of this Continental systemw || ever recur, that
the necessity of realising it will the nore forcibly inmpress itself
on the Continental nations in proportion as the preponderance of



Engl and in industry, wealth, and power further increases, is

al ready very clear, and will continually becone nore evident. But
it is not less certain that an alliance of the Continental nations
can only have a good result if France is w se enough to avoid the
errors of Napol eon. Hence, it is foolish of France if she raises
(contrary to all justice, and to the actual nature of
circunstances) clains for extension of frontiers at the expense of
Germany, and thereby conpels other nations of the Continent to ally
t hensel ves wi th Engl and.

It is foolish of France if she speaks of the Mediterranean Sea
as of a French | ake, and seeks to acquire exclusive influence in
the Levant and in South Anerica.

An effective Continental systemcan only originate fromthe
free union of the Continental powers, and can succeed only in case
it has for its object (and also effects) an equal participation in
the advantages which result fromit, for in that way only, and in
no other, can the maritinme powers of second rank command respect
fromthe predom nant power of England in such a way that the latter
wi thout any recourse to the force of arms will concede all the just
requirenents of the | ess powerful states. Only by such an alliance
as that will the Continental manufacturing powers be able to
mai ntain their relations with tropical countries, and assert and
secure their interests in the East and the West.

In any case the British, who are ever too anxious for
suprenmacy, nust feel it hard when they perceive in this nanner how
the Continental nations will reciprocally raise their manufacturing
power by nutual commercial concessions and by treaties; how they
will reciprocally strengthen their navigation and their nava
power; how they will assert their claimto that share for which
they are fitted by nature in civilising and col oni si ng barbarous
and uncultivated countries, and in trade with tropical regions.
Neverthel ess, a glance into the future ought sufficiently to
console the britons for these anticipated di sadvant ages.

For the same causes which have raised Great Britain to her
present exalted position, will (probably in the course of the next
century) raise the United States of America to a degree of
i ndustry, wealth, and power, which will surpass the position in
whi ch Engl and stands, as far as at present England excels little
Holland. In the natural course of things the United States will
increase their population within that period to hundreds of
mllions of souls; they will diffuse their population, their
institutions, their civilisation, and their spirit over the whole
of Central and South Anerica, just as they have recently diffused
t hem over the nei ghbouring Mexi can province. The Federal Union will
conprise all these inmrense territories, a population of severa
hundred nmillions of people will develop the resources of a
continent which infinitely exceeds the continent of Europe in
extent and in natural wealth. The naval power of the western world
will surpass that of Geat Britain, as greatly as its coasts and
rivers exceed those of Britain in extent and nagnitude.

Thus in a not very distant future the natural necessity which
now i nposes on the French and Gernans the necessity of establishing
a Continental alliance against the British supremacy, will inpose
on the British the necessity of establishing a European coalition
agai nst the suprenacy of Anerica. Then will Geat Britain be
conpelled to seek and to find in the | eadership of the united
powers of Europe protection, security, and conpensati on agai nst the
predom nance of Anerica, and an equival ent for her |ost suprenacy.

It is therefore good for England that she should practise
resi gnati on betines, that she should by tinmely renunciations gain



the friendship of European Continental powers, that she should
accustom herself betimes to the idea of being only the first anong
equal s.

NOTES

1. This fact is confirnmed by Mad. Junot, in Ménpires de | a Duchess
d' Abrantes. -- [TRANSLATOR ]

Chapter 36
The Commrercial Policy of the German Zollverein

If any nation whatever is qualified for the establishment of a
nati onal manufacturing power, it is Germany; by the high rank which
she nmaintains in science and art, in literature and education, in
public adnministration and in institutions of public utility; by her
morality and religious character, her industry and donestic
econony; by her perseverance and steadfastness in business
occupations; as also by her spirit of invention, by the nunber and
vi gour of her popul ation; by the extent and nature of her
territory, and especially by her highly advanced agriculture, and
her physical, social, and nmental resources.

I f any nation whatever has a right to anticipate rich results
froma protective system adapted to her circunstances, for the
progress of her home manufactures, for the increase of her foreign
trade and her navigation, for the perfecting of her internal neans
of transport, for the prosperity of her agriculture, as also for
t he mai nt enance of her independence and the increase of her power
abroad, it is Germany.

Yes, we venture to assert, that on the devel opment of the
German protective system depend the existence, the independence and
the future of the Gernman nationality. Only in the soil of genera
prosperity does the national spirit strike its roots, produce fine
bl ossoms and rich fruits; only fromthe unity of material interests
does nental power arise, and only fromboth of these nationa
power. But of what value are all our endeavours, whether we are
rulers or subjects, nobles or sinple citizens, |earned nen,
soldiers, or civilians, manufacturers, agriculturists, or
mer chants, without nationality and wi thout guarantees for the
continuance of our nationality?

Meanwhi | e, however, the German protective systemonly
acconplishes its object in a very inperfect manner, so |long as
Germany does not spin for herself the cotton and |inen yarn which
she requires; so long as she does not directly inport fromtropica
countries the colonial produce which she requires, and pay for it
wi th goods of her own manufacture; so | ong as she does not carry on
this trade with her own ships; so |long as she has no neans of
protecting her owmn flag; so long as she possesses no perfect system
of transport by river, canal, or railway; so long as the Gernman
Zol I verein does not include all Gernman nmaritine territories and
al so Hol I and and bel gium W have treated these subjects
circunstantially in various places in this book, and it is only
necessary for us here to recapitul ate what we have al ready thus
treat ed.

If we inport raw cotton from Egypt, Brazil, and North Aneri ca,
we in that case pay for it in our own manufactured goods; if, on
the other hand, we inport cotton yarn from Engl and, we have to pay
the value of it in raw materials and articles of food which we
coul d nore advantageously work up or consunme ourselves, or else we
must pay for it in specie which we have acquired el sewhere, and



with which we coul d nore advant ageously purchase foreign raw
materials to work up for ourselves, or colonial produce for our own
consunpti on.

In the same way the introduction of spinning |linen yarn by
machi nery offers us the nmeans not only of increasing our hone
consunption of linen, and of perfecting our agriculture, but also
of enornously increasing our trade with tropical countries.

For the two above-naned branches of industry, as well as for
the manufacture of woollens, we are as favourably circunstanced as
any other nation, by an anount of water power hitherto not
utilised, by cheap necessaries of |life, and by | ow wages. Wat we
lack is sinply and solely a guarantee for our capitalists and
arti sans by which they may be protected against |oss of capital and
want of work. A npbderate protective duty of about twenty-five per
cent during the next five years, which could be maintained for a
few years at that rate and then be lowered to fifteen to twenty per
cent, ought conpletely to acconplish this object. Every argunent
whi ch is adduced by the supporters of the theory of val ues agai nst
such a measure, has been refuted by us. On the other hand, we may
add a further argunent in favour of that measure, that these great
branches of industry especially offer us the nmeans for establishing
ext ensi ve nmachi ne manufactories and for the devel opnent of a race
of conpetent technical instructors and practical forenen.

In the trade in colonial produce Germany, as France and Engl and
have done, has to follow the principle -- that in respect to the
purchase of the colonial produce which we require, we should give
a preference to those tropical countries which purchase
manuf act ured goods fromus; or, in short, that we should buy from
those who buy fromus. That is the case in reference to our trade
with the West Indies and to North and South Aneri ca.

But it is not yet the case in reference to our trade with
Hol | and, which country supplies us with enornous quantities of her
col onial produce, but only takes in return disproportionately snall
quantities of our nmanufactured goods.

At the same time Holland is naturally directed to the market of
Germany for the disposal of the greater part of her col onial
produce, inasmuch as England and France derive their supplies of
such produce for the nost part fromtheir own colonies and from
subj ect countries (where they exclusively possess the market for
manuf act ured goods), and hence they only inport small quantities of
Dut ch col oni al produce

Hol | and has no inportant manufacturing industry of her own,
but, on the other hand, has a great productive industry in her
col onies, which has recently greatly increased and nay yet be
i mmeasurably further increased. But Holl and desires of Germany that
which is unfair, and acts contrary to her own interests if rightly
under st ood, inasnuch as she desires to dispose of the greater part
of her colonial produce to Gernany, while she desires to supply her
requi renents of manufactured goods fromany quarter she |ikes best.
This is, for Holland, an only apparently beneficial and a
short-sighted policy; for if Holland would give preferentia
advant ages to Gernan manufactured goods both in the nother country
and in her colonies, the demand in Germany for Dutch col oni al
produce would increase in the same proportion in which the sale of
Ger man nmanuf actured goods to Holland and her col oni es increased,
or, in other words, Gernmany would be able to purchase so nuch the
nore col onial produce in proportion as she sold nore nmanufactured
goods to Holland; Holland would be able to di spose of so nuch nore
col onial produce to Gernmany as she purchased from Germany
manuf act ured goods. This reciprocal exchange operation is, at



present, rendered inpracticable by Holland if she sells her

col onial produce to Germany while she purchases her requirenments in
manuf act ured goods from Engl and, because England (no matter how
much of manufactured goods she sells to Holland) will always supply
the greater part of her own requirenments of colonial produce from
her own col onies, or fromthe countries which are subject to her

Hence the interests of Gernany require that she should either
demand from Holland a differential duty in favour of Germany's
manuf act uri ng production, by which the latter can secure to herself
the exclusive market for manufactured goods in Holland and her
colonies, or, in case of refusal, that Germany shoul d i npose a
differential duty on the inport of colonial produce in favour of
the produce of Central and South Anerica and of the free markets of
the West | ndies.

The above-naned policy would constitute the nost effective
means of inducing Holland to join the German Zol | verein.

As matters now stand, Germany has no reason for sacrificing her
own nmanufactories of beetroot sugar to the trade with Holland; for
only in case Germany can pay for her requirenments of this article
by nmeans of her own nanufactured goods, is it nore to her advantage
to supply that requirement by an exchange trade with tropica
countries, than by producing it herself at hone.

Hence the attention of Germany should be at once chiefly
directed to the extension of her trade with Northern, Central, and
South Anerica, and with the free markets of the West Indies. In
connection with that, the follow ng nmeasures, in addition to that
above adverted to, appear desirable: the establishment of a regular
servi ce of steanshi ps between the German seaports and the principa
ports of those countries, the pronotion of enmigration thither, the
confirmation and extension of friendly relations between them and
the Zollverein, and especially the pronmotion of the civilisation of
t hose countri es.

Recent experience has abundantly taught us how enornously
commerce on a large scale is pronoted by a regul ar service of
st eanshi ps. France and belgiumare already treading in the
footsteps of England in this respect, as they well perceive that
every nation which is behindhand in this nore perfect neans of
transport nmust retrograde in her foreign trade. The Gernan seaports
al so have already recognised this; already one public conpany has
been conpletely formed in Brenmen for building two or three steam
vessels for the trade with the United States. This, however, is
clearly an insufficient provision. The comercial interests of
Germany require not only a regular service of steamvessels with
North Anerica, especially with New York, Boston, Charleston, and
New Orl eans, but also with Cuba, San Dom ngo, and Central and South
Ameri ca. Germany ought to be behind no other nation in respect to
these latter lines of steamnavigation. It nust certainly not be
i gnored that the neans which are required for these objects will be
too great for the spirit of enterprise, and perhaps also for the
power of the German seaports, and it seens to us they can only be
carried into effect by means of |iberal subsidies on the part of
the states of the Zollverein. The prospect of such subsidies as
well as of differential duties in favour of German shipping, ought
at once to constitute a strong notive for these seaports to becone
included in the Commercial Union. Wen one considers how greatly
the exports of manufactured goods and the inports of colonia
produce, and consequently al so the custons revenue, of the states
of the Zollverein would be increased by such a neasure, one cannot
doubt that even a considerable expenditure for this object mnust
appear as only a reproductive investnment of capital fromwhich rich
returns are to be expected.



Thr ough the increase of the means of intercourse of Gernmany
with the above-nanmed countries, the emigration of Germans to those
countries and their settlenent there as citizens would be no | ess
pronot ed; and by that neans the foundation would be laid for future
i ncrease of commerce with them For this object the states of the
Zol I verein ought to establish everywhere consul ates and di pl onatic
agenci es, by neans of which the settlenment and undertaki ngs of
German citizens could be pronoted, and especially to assist those
states in every practicable way in giving stability to their
governnents and inproving their degree of civilisation.

We do not share in the | east the opinion of those who think
that the tropical countries of Anerica offer |ess advantages to
German col oni sation than those of tenperate clinmate in North
Ameri ca. However great, as we have openly confessed, is our
attachnent for the | ast-nanmed country, and however little we are
abl e or desire to deny that an individual German em grant who
possesses a little capital has greater hope of permanently naking
his fortune in Western North America, we must neverthel ess here
express our opinion that emgration to Central and South Anerica,
if it were well led and undertaken on a large scale, offers in a
nati onal point of view nuch greater advantages for Gernmany than
emgration to North Arerica. What good is it if the emgrants to
North Anerica becone ever so prosperous? In their personal relation
they are lost for ever to the German nationality, and also from
their material production Germany can expect only uninportant
fruits. It is a pure delusion if people think that the Gernman
| anguage can be nmintained by the Germans who live in the interior
of the United States, or that after atine it nmay be possible to
establish entire German states there. W once oursel ves entertained

this illusion, but after ten years' observation in the country
itself, on the spot, we have entirely given it up. It lies in the
very spirit of every nationality, and above all in that of the
United States, to assimlate itself in |anguage, literature,

adm nistration, and legislation; and it is good that that is so.
However many Gernmans nmay now be living in North Anerica, yet
certainly not one of themis living there whose great-grandchildren
will not greatly prefer the English | anguage to the Gernan, and
that for the very natural reason that the forner is the | anguage of
the educated people, of the literature, the legislation, the

adm nistration, the courts of justice, and the trade and conmerce
of the country. The sane thing can and will happen to the Gernmans
in North Anerica as happened to the Huguenots in Germany and the
French in Louisiana. They naturally nust and will be anmal gamated
with the predom nant population: some a little sooner, others a
little later, according as they dwell nore or |ess together with
fel | ow count rynen.

Still |ess dependence can be placed on an active intercourse
bet ween Germany and the German emigrants to the west of North
America. The first settler is always conpelled by necessity to nake
for hinself the greater part of his articles of clothing and
utensils; and these custons, which originated fromnere necessity,
continue for the nost part to the second and third generation
Hence it is that North Arerica itself is a country which nakes
powerful efforts in manufacturing industry, and will continually
strive nore and nore to gain possession of her home nmarket for
manuf act ured goods, for her own industry.

On the other hand, we would on that account by no neans
mai ntain that the American market for manufactured goods is not a
very inportant one, and well worthy of regard, especially for
Germany On the contrary, we are of opinion that for many articles



of luxury and for manufactured articles which are easy of

transport, and in which the wages of |abour constitute a chief

el ement of the price, that market is one of the nost inportant, and
must fromyear to year, as respects the articles above naned,
becone nore inportant for Germany. What we contend is only this,
that those Germans who emigrate to the west of North America give
no i nportant assistance in increasing the demand for Gernan
manuf act ured goods, and that in reference to that object emigration
to Central and South America requires and deserves very mnmuch nore
di rect encouragenent.

The above-nentioned countries, including Texas, are for the
nmost part adapted for raising colonial produce. They can and will
never make great progress in manufacturing industry. Here there is
an entirely new and rich market for manufactured goods to acquire;
whoever has here established firmcomercial relations, nay remain
in possession of themfor all future tine. These countries, w thout
sufficient nmoral power of their own to raise thenselves to a higher
grade of civilisation, to introduce well-ordered systens of
governnent, and to endue themwi th stability, will nore and nore
come to the conviction that they nust be aided from outside,
nanely, by immgration. In these quarters the English and French
are hated on account of their arrogance, and owi ng to jeal ousy for
nati onal independence -- the Germans for the opposite reasons are
i ked. Hence the states of the Zollverein ought to devote the
cl osest attention to these countries.

A vigorous German consul ar and di pl omatic system ought to be
established in these quarters, the branches of which should enter
into correspondence with one another. Young expl orers should be
encouraged to travel through these countries and nmake inpartia
reports upon them Young nerchants shoul d be encouraged to inspect
them -- young nedi cal men to go and practise there. Conpanies
shoul d be founded and supported by actual share subscription, and
taken under special protection, which conpanies should be forned in
the German seaports in order to buy large tracts of land in those
countries and to settle themwi th Gernan col onists -- conpanies for
conmer ce and navi gati on, whose object should be to open new markets
in those countries for German manufactures and to establish |ines
of steanships -- nining conpanies, whose object should be to devote
German know edge and industry to winning the great mineral wealth
of those countries. In every possible way the Zollverein ought to
endeavour to gain the good-will of the population and al so of the
governnents of those countries, and especially to pronote by that
means public security nmeans of conmmunication, and public order;

i ndeed, one ought not to hesitate, in case one could by that neans
put the governnments of those countries under obligation to us, also
to assist them by sending an inportant auxiliary corps.

A similar policy ought to be followed in reference to the East
-- to European Turkey and the Lower Danubian territories. Cernany
has an i nmeasurable interest that security and order should be
firmy established in those countries, and in no direction so much
as in this is the emgration of Germans so easy for individuals to
acconplish, or so advantageous for the nation. A man dwelling by
t he Upper Danube could transport hinself to Ml davia and Wl |l achi a,
to Servia, or also to the south-western shores of the Black Sea,
for one-fifth part of the expenditure of noney and time which are
requisite for his emigration to the shores of Lake Erie. Wat
attracts himto the latter nore than to the fornmer is, the greater
degree of liberty, security, and order which prevails in the
latter. But under the existing circunstances of Turkey it ought not
to be inpossible to the Gernman states, in alliance with Austria, to
exerci se such an influence on the inprovenent of the public



condition of those countries, that the German col oni st should no

| onger feel hinself repelled fromthem especially if the
governnents thensel ves woul d found conpani es for col onisation, take
part in themthensel ves, and grant themcontinually their specia
protection.

In the meantime it is clear that settlements of this kind could
only have a specially beneficial effect on the industry of the
states of the Zollverein, if no obstacles were placed in the way of
the exchange of Gernman manufactured goods for the agricultura
produce of the colonists, and if that exchange was pronoted by
cheap and rapid nmeans of communication. Hence it is to the interest
of the states of the Zollverein, that Austria should facilitate as
much as possible the through traffic on the Danube, and that steam
navi gati on on the Danube shoul d be roused to vigorous activity --
consequently that it should at the outset be actually subsidised by
t he Governments.

Especially, nothing is so desirable as that the Zollverein and
Austria at a later period, after the industry of the Zollverein
states has been better devel oped and has been placed in a position
of greater equality to that of Austria, should make, by neans of a
treaty, reciprocal concessions in respect to their manufactured
products.

After the conclusion of such a treaty, Austria would have an
equal interest with the states of the Zollverein in making the
Tur ki sh provinces avail able for the benefit of their manufacturing
i ndustry and of their foreign comerce.

In anticipation of the inclusion in the Zollverein of the
German seaports and Holland, it would be desirable that Prussia
shoul d now make a comrencenent by the adoption of a German
commercial flag, and by laying the foundation for a future German
fleet, and that she should try whether and how Gernman col oni es can
be founded in Australia, New Zealand, or in or on other islands of
Aust ral asi a.

The neans for such attenpts and commencenents, and for the
undert aki ngs and subventions which we have previously recommended
as desirable, nust be acquired in the sane way in which Engl and and
France have acquired the nmeans of supporting their foreign comerce
and their colonisation and of nmaintaining their powerful fleets,
nanely, by inposing duties on the inports of col onial produce.
United action, order, and energy could be infused into these
measures of the Zollverein, if the Zollverein states woul d assign
the direction of themin respect to the North and transmarine
affairs to Prussia, and in respect to the Danube and Orienta
affairs to Bavaria. An addition of ten per cent to the present
i mport duties on manufactures and col oni al produce would at present
pl ace one mllion and a half per annum at the di sposal of the
Zollverein. And as it nmay be expected with certainty, as a result
of the continual increase in the export of manufactured goods, that
in the course of tinme consunption of colonial produce in the states
of the Zollverein will increase to double and treble its present
anmount, and consequently their custons revenue will increase in
|i ke proportion, sufficient provision will be made for satisfying
the requirenents above nentioned, if the states of the Zollverein
establish the principle that over and above the addition of ten per
cent a part also of all future increase in inport duties should be
pl aced at the disposal of the Prussian Governnent to be expended
for these objects.

As regards the establishnent of a Gernman transport system and
especially of a German system of railways, we beg to refer to a
wor k of our own which specially treats of that subject. This great



enterprise will pay for itself, and all that is required of the
CGovernnments can be expressed in one word, and that is -- ENERGY.
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