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Introduction

by Murray N. Rothbard

nne Robert Jacques Turgot’s career in economics was

brief but brilliant, and in every way remarkable. In

the first place, he died rather young, and second,

the time and energy he devoted to economics was

comparatively little. He was a busy man of affairs,

born in Paris to a distinguished Norman family

which had long served as important royal officials.

Turgot's father, Michel-Etienne, was a Councillor of the Parliament

of Paris, a master of requests, and top administrator of the city of

Paris. His mother was the intellectual and aristocratic Dame Made-
leine-Frangoise Martineau.

Turgot had a sparkling career as a student, earning honors at
the Seminary of Saint-Sulpice and then at the great theological fac-
ulty of the University of Paris, the Sorbonne. As a younger son of a
distinguished but not wealthy family, Turgot was expected to enter
the Church, the preferred path of advancement for someone in that
position in eighteenth-century France. But although he became
an Abb¢, Turgot decided instead to become magistrate, master
of requests, intendant, and, finally, a short-lived and controversial
minister of finance (or “controller-general”) in a heroic but ill-fated
attempt to sweep away statist restrictions on the market economy in
avirtual revolution from above.

Not only was Turgot a busy administrator, but his intellectual
interests were wide-ranging, and most of his spare time was spent

This article is an edited version of a 1986 booklet, The Brilliance of Turgot (Auburn, Ala.:
Ludwig von Mises Institute).
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reading and writing, not in economics, but in history, literature, phi-
lology, and the natural sciences. His contributions to economics
were brief, scattered, and hasty. His most famous work, “Reflections
on the Formation and Distribution of Wealth” (1766), comprised
only fifty-three pages. This brevity only highlights the great contri-

butions to economics made by this remarkable man.

In the history of thought, the style is often the man, and Tur-
got’s clarity and lucidity of style mirrors the virtues of his thought,
and contrasts refreshingly to the prolix and turgid prose of the
physiocrat school.

Laissez-faire and Free Trade

Turgot’s mentor in economics and in administration was his
great friend Jacques Claude Marie Vincent, Marquis de Gournay
(1712-1759). It is fitting, then, that Turgot developed his laissez-
faire views most fully in one of his early works, “In Praise of Gour-
nay” (“Eloge de Gournay,” or “Elegy to Gournay,” 1759), a tribute
offered when the Marquis died young after a long illness.! Turgot
made it clear that the network of detailed mercantilist regulation
of industry was not simply intellectual error, but a veritable system
of coerced cartelization and special privilege conferred by the State.
For Turgot, freedom of domestic and foreign trade followed equally
from the enormous mutual benefits of free exchange. All the restric-
tions “forget that no commercial transaction can be anything other
than reciprocal,” and that it is absurd to try to sell everything to for-
eigners while buying nothing from them in return.

Turgot then goes on, in his “Elegy,” to make a vital pre-
Hayekian point about the uses of indispensable particular knowl-
edge by individual actors and entrepreneurs in the free market.
These committed, on-the-spot participants in the market process
know far more about their situations than do intellectuals aloof
from the fray.

! Turgot wrote the “Elegy” in a few days, as material for Gournay’s official eulogist, writer
Jean Francois Marmontel. Marmontel simply took extracts from Turgot’s essay, and pub-

lished them as the official eulogy.
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In proceeding to a more detailed analysis of the market pro-
cess, Turgot points out that self-interest is the prime mover of the
process, and that in the free market, individual interest must a/ways
coincide with the general interest. The buyer will select the seller
who will give him the lowest price for the most suitable product,
and the seller will sell his best merchandise at the highest competi-
tive price. Governmental restrictions and special privileges, on the
other hand, compel consumers to buy poorer products at higher
prices. Turgot concludes that “the general freedom of buying and
selling is therefore the only means of assuring, on the one hand, the
seller of a price sufficient to encourage production, and on the other
hand, the consumer, of the best merchandise at the lowest price.”
Turgot concluded that government should be strictly limited to pro-
tecting individuals against “great injustice” and the nation against
invasion. “The government should always protect the natural liberty
of the buyer to buy, and of the seller to sell”

It is possible, Turgot conceded, that on the free market there
will sometimes be “a cheating merchant and a duped consumer.”
But then the market will supply its own remedies: “the cheated con-
sumer will learn by experience and will cease to frequent the cheat-
ing merchant, who will fall into discredit and thus will be punished
for his fraudulence.” Turgot, in fact, ridiculed attempts by govern-
ment to insure against fraud or harm to consumers.

To expect the government to prevent such fraud from ever
occurring would be like wanting it to provide cushions for
all the children who might fall. To assume it to be possible
to prevent successfully, by regulation, all possible malprac-
tices of this kind, is to sacrifice to a chimerical perfection
the whole progress of industry.

Turgot added that all such regulations and inspections “always
involve expenses, and that these expenses are always a tax on the mer-
chandise, and as a result overcharge the domestic consumer and dis-
courage the foreign buyer.” Turgot concludes with a splendid flour-
ish: “To suppose all consumers to be dupes, and all merchants and
manufacturers to be cheats, has the effect of authorizing them to be
s0, and of degrading all the working members of the community.”
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Turgot goes on once more in the Hayekian theme of greater
knowledge by the particular actors in the market. Gournay’s entire
laissez-faire doctrine, he points out, “was founded on the com-
plete impossibility of directing, by invariant rules and by continu-
ous inspection a multitude of transactions which by their immen-
sity alone could not be fully known, and which, moreover, are con-
tinually dependent on a multitude of ever changing circumstances
which cannot be managed or even foreseen.” Turgot concludes his
clegy to his friend and teacher by noting Gournay’s belief that most
people were “well disposed toward the sweet principles of commer-
cial freedom,” but prejudice and a search for special privilege often
bar the way. Every person, Turgot pointed out, wants to make an
exception to the general principle of freedom, and “this exception is
generally based on their personal interest.”

Turgot’s final writings on economics were written while he was
intendant at Limoges, in the years just before becoming Control-
ler-General in 1774. They reflect his embroilment in a struggle for
free trade within the royal bureaucracy. In his last work, the “Let-
ter to 'Abb¢ Terray [the Controller-General] on the ‘Marque des
Fers” (1773), Turgot trenchantly lashes out at the system of protec-
tive tariffs as a war of all against all using State monopoly privilege as
aweapon, at the expense of the consumers.

Turgot indeed, in anticipation of Bastiat seventy-five years later,
calls this system a “war of reciprocal oppression, in which the gov-
ernment lends its authority to all against all.” He concludes that
“Whatever sophisms are collected by the self-interest of a few mer-
chants, the truth is that all branches of commerce ought to be free,
equally free, and entirely free””

Turgot was close to the physiocrats, not only in advocating
freedom of trade, but also in calling for a single tax on the “net
product” of land. Even more than in the case of the physiocrats,
one gets the impression with Turgot that his real passion was in

2 In the course of arguing in this letter for free trade in iron, Turgot anticipated the great
Ricardian doctrine of comparative advantage, in which each region concentrates on pro-
ducing that commodity which it can make efficiently relative to other regions.
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getting rid of the stifling taxes on all other walks of life, rather than
in imposing them on agricultural land. Turgot’s views on taxes
were most fully, if still briefly, worked out in his “Plan for a Paper
on Taxation in General” (1763), an outline of an unfinished essay
he had begun to write as intendant at Limoges for the benefit of
the Controller-General. Turgot claimed that taxes on towns were
shifted backward to agriculture, and showed how taxation crippled
commerce, distorted the location of towns, and led to the illegal
evasion of duties. Privileged monopolies, furthermore, raised prices
severely and encouraged smuggling. Taxes on capital destroyed
accumulated thrift and hobbled industry. Turgot’s eloquence was
confined to pillorying bad taxes rather than elaborating on the
alleged virtues of the land tax. Turgot’s summation of the tax sys-
tem was trenchant and hard-hitting: “It seems that Public Finance,
like a greedy monster, has been lying in wait for the entire wealth of

the people”

Value, Exchange, and Price

One of the most remarkable contributions by Turgot was an
unpublished and unfinished paper, “Value and Money,” written
around 1769. Turgot developed an Austrian-type theory first of
Crusoe economics, then of an isolated two-person exchange, which
he later expanded to four persons, and then to a complete market.
By concentrating first on the economics of an isolated Crusoe fig-
ure, Turgot was able to work out economic laws that transcend
exchange and apply to all individual actions.

First, Turgot examines an isolated man, and works out a sophis-
ticated analysis of his value or utility scale. By valuing and forming
preference scales of different objects, Crusoe confers value upon
various economic goods, and compares and chooses between them
on the basis of their relative worth to him, not only between vari-
ous present uses of goods but also between consuming them now
and accumulating them for “future needs.” Like his French precur-
sors, Turgot sees that the subjective utility of a good diminishes as
its supply to a person increases; and like them, he lacks only the con-
cept of the marginal unit to complete the theory. But he went far
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beyond his predecessors in the precision and clarity of his analysis.
He also sees that the subjective values of goods will change rapidly
on the market, and there is at least a hint in his discussion that he
realized that this subjective value is strictly ordinal and not subject
to measure.

Turgot saw that a “these appraisals are not permanent, they
change continually with the need of the person.” Turgot proceeds
not only to diminishing utility, but to a strong anticipation of
diminishing marginal utility, since he concentrates on the unit of
the particular goods: “When the savage is hungry, he values a piece
of game more than the best bearskin; but let his appetite be satisfied
and let him be cold, and it will be the bearskin that becomes valu-
able to him.”

After bringing the anticipation of future needs into his discus-
sion, Turgot deals with diminishing utility as a function of abun-
dance. Armed with this tool of analysis, he helps solve the value
paradox:

Water, in spite of its necessity and the multitude of plea-
sures which it provides for man, is not regarded as a pre-
cious thing in a well-watered country; that man does not
seek to gain its possession, since the abundance of this ele-
ment allows him to find it all around him.

Turgot then proceeds to a truly noteworthy discussion, antici-
pating the modern concentration on economics as the allocation of
scarce resources to a large and far-less-limited number of alternative
ends:

To obtain the satisfaction of these wants, man has only
an even more limited quantity of strength and resources.
Each particular object of enjoyment costs him trouble,
hardship, labor, and, at the very least, time. It is this use of
his resources applied to the quest for each object which
provides the offset to his enjoyment, and forms as it were
the cost of the thing.

Although Turgot called the cost of a product its “fundamen-
tal value,” he comes down generally to a rudimentary version of
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the later Austrian view that all costs are really “opportunity costs,”
sacrifices foregoing a certain amount of resources that would have
been produced elsewhere. Thus, Turgot’s actor (in this case an iso-
lated one) appraises and evaluates objects on the basis of their signif-
icance to himself. First, Turgot says that this significance, or utility,
is the importance of his “time and toil” expended, but then he treats
this concept as equivalent to productive opportunity foregone: as
“the portion of his resources which he can use to acquire an evalu-
ated object without thereby sacrificing the quest for other objects of
equal or greater importance.”

Having analyzed the actions of an isolated Crusoe, Turgot
brings in Friday, that is, he now assumes two men and sees how an
exchange will develop. Here, in a perceptive analysis, he works out
the Austrian theory of isolated two-person exchange, virtually as it
would be arrived at by Carl Menger a century later. First, he has two
savages on a desert island, each with valuable goods in his posses-
sion, but the goods being suited to different wants. One man has a
surplus of fish, the other of hides, and the result will be that each will
exchange part of his surplus for the others, so that both parties to
the exchange will benefit. Commerce, or exchange, has developed.

Turgot then changes the conditions of his example, and sup-
poses that the two goods are corn and wood, and that each com-
modity could therefore be stored for future needs, so that each
would not be automatically eager to dispose of his surplus. Each
man will then weigh the relative “esteem” to him of the two prod-
ucts, and supplies and demands until the two parties agree on a price
at which each man will value what he obtains in exchange more
highly than what he gives up. Both sides will then benefit from the

exchange.

Turgot then unfortunately goes off the subjective value track
by adding, unnecessarily, that the terms of exchange arrived at
through this bargaining process will have “equal exchange value,”
since otherwise the person cooler to the exchange “would force the
other to come closer to his price by a better offer” It is unclear here
what Turgot means by saying that “each gives equal value to receive
equal value”; there is perhaps an inchoate notion here that the price



xvi The Turgot Collection

arrived at through bargaining will be halfway between the value-
scales of each. He is, however, perfectly correct in pointing out that
the exchange increases the wealth of both parties. He then brings in
the competition of two sellers for each of the products and shows
how the competition affects the value-scales of the participants.

A few years earlier in his most important work, “Reflections
on the Formation and Distribution of Wealth, Turgot had pointed
out the bargaining process, where each party wants to get as much as
he can and give up as little as possible in exchange. The price of any
good will vary in accordance with the urgency of need among the
participants; there is no “true price” toward which the market tends.

Finally, in his repeated analysis of human action as the result
of expectations, rather than in equilibrium or as possessing perfect
knowledge, Turgot anticipates the Austrian emphasis on expecta-
tions as the key to actions on the market. Turgot’s very emphasis on
expectations, of course, implies that they can be and often are disap-
pointed in the market.

The Theory of Production and Distribution

In one sense, Turgot’s theory of production followed the
physiocrats—only agriculture is productive, so there should be a
single tax on land. But the major thrust of his theory of production
was quite different from that of physiocracy. Even though only land
was supposed to be productive, Turgot readily conceded that natu-
ral resources must be transformed by human labor, and that labor
must enter into each stage of the production process. Here Turgot
had worked out the rudiments of the crucial Austrian theory that
production takes #7ze and that it passes through various stages, each
of which takes time, and that therefore the basic classes of factors of
production are land, labor, and time.

One of Turgot’s most remarkable contributions to economics,
the significance of which was lost until the twentieth century, was

3 The “Reflections” (1766), remarkably, were scribbled hastily in order to explain to two
Chinese students in Paris questions that Turgot was preparing to ask them about the Chi-
nese economy. Rarely has a work so important arisen from so trivial a cause.
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his brilliant and almost off-hand development of the laws of dimin-
ishing returns. This gem arose out of a contest for essays on indirect
taxation which he had inspired to be held by the Royal Agricultural
Society of Limoges. Unhappiness with the wining physiocratic essay
by Guérineau de Saint-Péravy led him to develop his own views
in “Observations on a Paper by Saint-Péravy” (1767). Here, Tur-
got went to the heart of the physiocratic error of assuming a fixed
proportion of the various expenditures of different classes of peo-
ple. But, Turgot pointed out, not only are the proportions of fac-
tors to product variable, but also after a point, “all further expendi-
ture would be useless, and that such increases could even become
detrimental. In this case, the advances would be increased without
increasing the product. There is therefore a maximum point of pro-
duction which it is impossible to pass.” Furthermore, it is “more than
likely that as the advances are increased gradually past this point up
to the point where they return nothing, each increase would be less
and less productive.” On the other hand, if the farmer reduces the
factors from the point of maximum production, the same changes
in proportion would be found.

In short, Turgot had worked out, in fully developed form, an
analysis of the law of diminishing returns which would not be sur-
passed, or possibly equaled, until the twentieth century.* Increasing
the quantity of factors raises the marginal productivity (the quan-
tity produced by each increase of factors) until a maximum point
is reached, after which the marginal productivity falls, eventually to
zero, and then becomes negative.

The Theory of Capital, Entrepreneurship,
Savings, and Interest

In the roster of Turgot’s outstanding contributions to economic
theory, the most remarkable was his theory of capital and interest,
which, in contrast to such fields as utility, sprang up virtually full-
blown, unrelated to preceding contributions. Not only that, but

4 According to Schumpeter, not until a journal article by Edgeworth in 1911.
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Turgot worked out almost completely the Austrian theory of capi-
tal and interest a century before it was set forth in definitive form by
Eugen von Bohm-Bawerk.

Turgot’s theory of capital proper was echoed in the British clas-
sical economists as well as the Austrians. In his great “Reflections,”
Turgot pointed out that wealth is accumulated by means of con-
sumed and saved annual produce. Savings are accumulated in the
form of money, and then invested in various kinds of capital goods.
Furthermore, as Turgot pointed out, the “capitalist-entrepreneur”
must first accumulate saved capital in order to “advance” their pay-
ment to laborers while the product is being worked on. In agricul-
ture, the capitalist-entrepreneur must save funds to pay workers,
buy cattle, pay for buildings and equipment, etc., until the harvest is
reaped and sold and he can recoup his advances. And so it is in every

field of production.

Some of this was picked up by Adam Smith and the later Brit-
ish classicists, but they failed to absorb two vital points. One was
that Turgot’s capitalist was a capitalist-entrepreneur. He not only
advanced savings to workers and other factors of production, he
also, as Cantillon had first pointed out, bore the risks of uncertainty
of the market. Cantillon’s theory of the entrepreneur as a pervasive
risk-bearer facing uncertainty, thereby equilibrating market condi-
tions, had lacked one key element: an analysis of capital and the real-
ization that the major driving force of the market economy is not
just any entrepreneur but the capitalist-entrepreneur, the man who
combines both functions. Yet Turgot’s memorable achievement in
developing the theory of the capitalist-entrepreneur, has, as Profes-
sor Hoselitz pointed out, “been completely ignored” until the twen-
tieth century.

If the British classicists totally neglected the entrepreneur, they
also failed to absorb Turgot’s proto-Austrian emphasis on the crucial
role of #ime in production, and the fact that industries may require
many stages of production and sale. Turgot anticipated the Austrian
concept of opportunity cost, and pointed out that the capitalist will
tend to earn his imputed wages and the opportunity that the capi-
talist sacrificed by not investing his money elsewhere. In short, the
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capitalist’s accounting profits will tend to a long-run equilibrium
plus the imputed wages of his own labor and skill. In agriculture,
manufacturing, or any other field of production, there are two basic
classes of producers in society: (a) the entrepreneurs/owners of capi-

tal, and (b) the workers.

At this point, Turgot incorporated a germ of valuable insight
from the physiocrats—invested capital must continue to return a
steady profit through continued circulation of expenditures, or dis-
locations in production and payments will occur. Integrating his
analyses of money and capital, Turgot then pointed out that before
the development of gold or silver as money, the scope for entrepre-
neurship had been very limited. For, to develop the division of labor
and stages of production, it is necessary to accumulate large sums of
capital, and to undertake extensive exchanges, none of which is pos-
sible without money.

Seeing that advances of savings to factors of production are
a key to investment, and that this process is only developed in a
money economy, Turgot then proceeded to a crucial Austrian point:
since money and capital advances are indispensable to all enter-
prises, laborers are therefore willing to pay capitalists a discount out
of production for the service of having money paid them in advance
of future revenue. In short, that the interest return on investment is
the payment by laborers to the capitalists for the function of advanc-
ing them present money so that they do not have to wait for years
for their home.

The following year, in his scintillating comments on the paper
by Saint-Péravy, Turgot expanded his analysis of savings and capital
to set forth an excellent anticipation of Say’s Law. Turgot rebutted
pre-Keynesian fears of the physiocrats that money not spent on con-
sumption would “leak” out of the circular flow and thereby wreck
the economy. As a result, the physiocrats tended to oppose savings
per se. Turgot, however, pointed out that advances of capital are vital
in all enterprises, and where might the advances come from, if not
out of savings? He also noted that it made no difference if such sav-
ings were supplied by landed proprietors or by entrepreneurs. For
entrepreneurial savings to be large enough to accumulate capital
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and expand production, profits have to be higher than the amount
required to merely maintain the current capital stock.

Turgot goes on to point out that the physiocrats assume with-
out proof that savings simply leak out of circulation. Instead, he says,
money will return to circulation immediately; savings will be used
cither (a) to buy land, (b) to be invested as advances to workers and
other factors, or (c) to be loaned out at interest. All of these uses of
savings return money to the circular flow. Advances of capital, for
example, return to circulation in paying for equipment, buildings,
raw materials, or wages. The purchase of land transfers money to the
seller of land, who in turn will either buy something with the money,
pay his debts, or re-lend the amount. In any case, the money returns
promptly to circulation.

Turgot then engaged in a similar analysis of spending flows if
savings are loaned at interest. If consumers borrow the money, they
borrow in order to spend, and so the money expended returns to
circulation. If they borrow to pay debts or buy land, the same thing
occurs. And if entrepreneurs borrow the money, it will be poured
into advances and investments, and the money will once again
return to circulation. Money saved, therefore, is not lost; it returns
to circulation. Furthermore, the value of savings invested in capi-
tal is far greater than that piled up in hoards, so that money will
tend to return to circulation quickly. Furthermore, Turgot pointed
out, even if increased savings actually withdrew a small amount of
money from circulation for a considerable time, the lower price of
the produce will be more than offset for the entrepreneur by the
increased advances and the consequent greater output and lowering
of the cost of production. Here, Turgot had the germ of the much
later Mises-Hayek analysis of how savings narrows but lengthens the
structure of production.

The acme of Turgot’s contribution to economic theory was
his sophisticated analysis of interest. We have already seen Turgot’s
remarkable insight in seeing interest return on investment as a price
paid by laborers to capitalist-entrepreneurs for advances of savings
in the form of present money. Turgot also demonstrated—far ahead
of his time—the relationship between this natural rate of interest
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and the interest on money loans. He showed, for example, that the
two must tend to be equal on the market, since the owners of capital
will continually balance their expected returns in different channels
of use, whether they be money loans or direct investment in produc-
tion. The lender sells the use of his money now, and the borrower
buys the use, and the “price” of those loans, i.e., the loan rate of inter-
est, will be determined, as in the case of any commodity, by the hig-
gling and haggling of supply and demand on the market. Increased
demand for loans will raise interest rates; increased supply of loans
will lower them. People borrow for many reasons—to try to make
an entrepreneurial profit, to purchase land, pay debts, or consume—
while lenders are concerned with just two matters—interest return

and the safety of their capital.

While there will be a market tendency to equate loan rates of
interest and interest returns on investment, loans tend to be a less
risky form of channeling savings. So that investment in risky enter-
prises will only be made if entrepreneurs expect that their profit will
be greater than the loan rate of interest. He also pointed out that
government bonds will tend to be the least risky investment, so that
they will earn the lowest interest return. Turgot went on to declare
that the “true evil” of government debt is that it presents advantages
to the public creditors but channels their savings into “sterile” and
unproductive uses, and maintains a high interest rate in competition
with productive uses.

Pressing on to an analysis of the nature and use of lending at
interest, Turgot engaged in an incisive and hard-hitting critique of
usury laws, which the physiocrats were still trying to defend. A loan,
Turgot pointed out, “is a reciprocal contract, free between the two
parties, which they make only because it is advantageous to them.”
Turgot moved in for the clincher: “Now on what principle can a
crime be discovered in a contract advantageous to two parties, with
which both parties are satisfied, and which certainly does no injury
to anyone else?” There is no exploitation in charging interest just as
there is none in the sale of any commodity. To attack a lender for
“taking advantage” of the borrower’s need for money by demand-
ing interest “is as absurd an argument as saying that a baker who
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demands money for the bread he sells, takes advantage of the buyer’s
need for bread”

It is true, Turgot says to the anti-usury wing of the Scholas-
tics, that money employed successfully in enterprises yields a profit,
or invested in land yields revenue. The lender gives up, during the
term of the loan, not only possession of the metal but also “the
profit or the revenue he would have been able to procure by it, and
the interest which indemnifies him for this loss cannot be looked
upon as unjust.” Thus, Turgot integrates his analysis and justification
for interest with a generalized view of opportunity cost, that is, of
income foregone from lending money. And then, above all, Turgot
declares, there is the property right of the lender, a crucial point that
must not be overlooked.

In the highly influential “Paper on Lending at Interest” (1770),
Turgot focused on the crucial problem of interest: why are bor-
rowers willing to pay the interest premium for the use of money?
The opponents of usury, he noted, hold that the lender, in requir-
ing more than the principal to be returned, is receiving a value in
excess of the value of the loan, and that this excess is somehow
deeply immoral. But then Turgot came to the critical point: “It is
true that in repaying the principal, the borrower returns exactly the
same weight of metal which the lender had given him.” But why, he
adds, should the weight of the money metal be the crucial consid-
eration, and not “the value and the usefulness it has for the lender
and the borrower?” Specifically, arriving at the vital Bohm-Bawerk-
ian-Austrian concept of time preference, Turgot urges us to com-
pare “the difference in usefulness which exists at the date of borrow-
ing between a sum currently owned and an equal sum which is to be
received at a distant date.” The key is time preference—the discount-
ing of the future and the concomitant placing of a premium upon
the present. Turgot points to the well-known motto, “a bird in the
hand is better than two in the bush.” Since a sum of money actu-
ally owned now “is preferable to the assurance of receiving a simi-
lar sum in one or several years time,” the same sum of money paid
and returned is scarcely an equivalent value, for the lender “gives the
money and receives only an assurance.” But cannot this loss in value
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“be compensated by the assurance of an increase in the sum propor-
tioned to the delay?” Turgot concluded that “this compensation is
precisely the rate of interest.” He added that what has to be com-
pared in a loan transaction is 7of the value of the money when it is
loaned with the value of the money when it has been repaid, but the
“value of the promise of a sum of money” compared to “the value of
a sum of money available now.” For a loan is precisely the transfer of
a sum of money in the future. Hence, 2 maximum rate of interest
imposed by law would deprive virtually all risky enterprises of credit.

In addition to developing the Austrian theory of time prefer-
ence, Turgot was the first person, in his “Reflections,” to point to the
corollary concept of capitalization, that is, that the present capital
value of land or other capital good on the market tends to equal the
sum of its expected annual future rents, or returns, discounted by
the market rate of time preference, or rate of interest.

As if this were not enough to contribute to economics, Turgot
also pioneered a sophisticated analysis of the relation between the
interest rate and the quantity of money. There is little connection,
he pointed out, between the value of currency in terms of prices and
the interest rate. The supply of money may be plentiful, and hence
the value of money low in terms of commodities, but interest may at
the same time be very high. Perhaps following David Hume’s simi-
lar model, Turgot asks what would happen if the quantity of silver
money in a country suddenly doubled, 274 that increase were magi-
cally distributed in equal proportions to every person. Turgot then
points out that prices will rise, perhaps doubling, and that therefore
the value of silver in terms of commodities will fall. But, he adds, it
by no means follows that the interest rate will fall if people’s expen-
diture proportions remain the same.

Indeed, Turgot points out that, depending on how the spend-
ing-saving proportions are affected, a rise in the quantity of money
could raise interest rates. Suppose, he says, that all wealthy peo-
ple decide to spend their incomes and annual profits on consump-
tion and spend their capital on foolish expenditures. The increased
consumption spending will raise the prices of consumer goods,
and, there being far less money to lend or to spend on investments,
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interest rates will rise along with prices. In short, spending will accel-
erate and prices rise, while, at the same time, time-preference rates
rise, people spend more and save less, and interest rates will increase.
Thus, Turgot is over a century ahead of his time in working out the
sophisticated Austrian relationship between what Mises would call
the “money-relation” —the relation between the supply and demand
for money, which determines prices or the price level—and the rates
of time preference, which determine the spending-saving propor-
tion and the rate of interest. Here, too, was the beginning of the rudi-
ments of the Austrian theory of the business cycle, of the relationship
between expansion of the money supply and the rate of interest.

As for the movements in the rate of time preference or interest,
an increase in the spirit of thrift will lower interest rates and increase
the amount of savings and the accumulation of capital; a rise in
the spirit of luxury will do the opposite. The spirit of thrift, Turgot
notes, has been steadily rising in Europe over several centuries, and
hence interest rates have tended to fall. The various interest rates and
rates of return on loans, investments, and land will tend to equili-
brate throughout the market and tend toward a single rate of return.
Capital, Turgot notes, will move out of lower-profit industries and
regions and into higher-profit industries and regions.

Theory of Money

While Turgot did not devote a great deal of attention to the
theory of money, he had some important contributions to make.
In addition to continuing the Hume model and integrating it with
his analysis of interest, Turgot was emphatic in his opposition to the
now dominant idea that money is purely a conventional token. In
contrast, Turgot declared, “it is not at all by virtue of a convention
that money is exchanged for all the other values: it is because it is
itself an object of commerce, a form of wealth, because it has a value,
and because any value exchanges in trade for an equal value.”

In his unfinished dictionary article on “Value and Money, Tur-
got develops his monetary theory further. Drawing on his knowl-
edge of linguistics, he declares that money is a kind of language,
bringing forms of various conventional things into a “common term
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or standard.” The common term of all currencies is the actual value,
or prices, or the objects they try to measure. These “measures,” how-
ever, are hardly perfect, Turgot acknowledges, since the values of
gold and silver always vary in relation to commodities as well as each
other. All moneys are made of the same materials, largely gold and
silver, and differ only on the units of currency. And all these units are
reducible to each other, as are other measures of length or volume,
by expressions of weight in each standard currency. There are two
kinds of money, Turgot notes, 7e2/ money—coins, pieces of metal
marked by inscriptions—and fictitious money, serving as units of
account or zumeraires. When real money units are defined in terms
of the units of account, the various units are then linked to each
other and to specific weights of gold or silver.

Problems arise, Turgot shows, because the real moneys in the
world are not just one metal but two—gold and silver. The relative
values of gold and silver on the market will then vary in accordance
with the relative scarcity of gold and silver in the various nations.

Influence

One of the striking examples of injustice in the historiography
of economic thought is the treatment accorded to Turgot’s brilliant
analysis of capital and interest by the great founder of Austrian cap-
ital-and-interest theory, Eugen von Bohm-Bawerk. In the 1880s,
Bohm-Bawerk set out, in the first volume of his Capizal and Inter-
est, to clear the path for his own theory of interest by studying and
demolishing previous, competing theories. Unfortunately, instead
of acknowledging Turgot as his forerunner in the pioneering Aus-
trian theory, Bchm-Bawerk brusquely dismissed the Frenchman as
a mere physiocratic land-productivity theorist. This unfairness to
Turgot is all the more heightened by recent information that B6hm-
Bawerk, in his first evaluation of Turgot’s theory of interest in a still-
unpublished seminar paper in 1876, reveals the enormous influence
of Turgot’s views on his later developed thought. Perhaps we must
conclude that, in this case as in others, Bohm-Bawerk’s need to claim
originality and to demolish all of his predecessors took precedence
over the requirements of truth and justice.
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In the light of Bohm-Bawerk’s mistreatment, it is heart-warm-
ing to see Schumpeter’s appreciative summation of Turgot’s great
contributions to economics. Concentrating almost exclusively on
Turgot’s “Reflections;” Schumpeter declares that his theory of price
formation is “almost faultless, and, barring explicit formulation of
the marginal principle, within measurable distance of that of Béhm-
Bawerk.” The theory of saving, investment, and capital is “the first
serious analysis of these matters” and “proved almost unbeliev-
ably hardy. It is doubtful whether Alfred Marshall had advanced
beyond it, certain that J.S. Mill had not. Bohm-Bawerk no doubt
added a new branch to it, but substantially he subscribed to Turgot’s
propositions.” Turgot’s interest theory is “not only by far the great-
est performance . . . the eighteenth century produced but it clearly
foreshadowed much of the best thought of the last decades of the

nineteenth.”
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Reflections on the Formation and

Distribution of Wealth

urgot first explains the need for a division of

labor. If everyone had to produce whatever he
needed, starting from an equal distribution of natu-
ral resources, almost no one would be able to secure
his needs. The division of labor produces inequality,
and this is a necessary price of progress. In the devel-
opment of the division of labor and an expanding
market, money is essential. As exchanges prolif-
erate, a common price for a good, in exchange for
another particular good, will establish itself. When
each good has a price in terms of some other good,
we can proceed to establish the price of any good in
terms of any other good. In effect, every good func-
tions as money. Nevertheless, it is practically neces-
sary to have one or two goods singled out as money,
and gold and silver have nearly universally been
adopted for this function. Turgot first expounds
the standard Physiocratic view that agricultural
land is the sole source of productive activity, but he
later emphasizes the importance of accumulation of
money. This is essential for large-scale investment
and a prosperous economy. The state should not
restrict interest rates. The determination of the rate
of interest should be left to the market. Without an
adequate rate of return, accumulation of money will
not take place.

— 5~






CHAPTER

Reflections on the Formation

and Distribution of Wealth

The impossibility of Commerce upon the supposition

of an equal division of lands, where every man would

possess only what is necessary for his own support.

If the land was divided among all the inhabitants of

a country in such a way that each of them possessed pre-

cisely the quantity necessary for his support, and nothing
more, it is evident that all being equal, no one would be willing to
work for others. Neither would any of them possess the wherewithal
to pay for the labor of others, for each person having only so much
land as was necessary to produce a subsistence, would consume all
he had gathered, and would have nothing which he could exchange
for the labor of others.

2. The above hypothesis has never existed and could not

have continued. The diversity of soils and the multiplicity of
wants lead to an exchange of the products of the land for other
products.

This hypothesis could never have existed, because the earth was
cultivated before it was divided; cultivation itself having been the
only reason for a division, and for that law which secures to every
one his property. The first people who engaged in cultivation prob-
ably cultivated as much land as their resources permitted, and conse-
quently, more than was necessary for their support.

Written 1766.
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Even if this state of affairs could have existed, it could not pos-
sibly have endured; each man obtaining from his field only his sub-
sistence, and not having the means wherewith to pay others for their
labor, could only provide for his other wants of shelter, clothing etc.
by his own labor, and this would be virtually impossible, every type of
so0il by no means producing everything.

The man whose land was fit only for grain, and would pro-
duce neither cotton nor hemp, would lack cloth to clothe him-
self. Another would have a piece of land suitable for cotton, which
would not produce grain. A third would be without wood to keep
himself warm, while a fourth would lack grain to feed himself. Expe-
rience would soon teach every one the kinds of products for which
his land was most suitable and he would confine himself to the cul-
tivation of that particular crop in order to obtain those things he
required by means of exchange with his neighbors; who, having in
turn reached the same conclusion, would have cultivated the crop
best suited to their land, and given up the cultivation of all others.

3. The products of the earth require long and difficult prepara-
tions in order to make them suitable for the wants of man.

The crops which the earth yield to satisfy the different wants of
man, cannot usually serve that purpose in the state in which nature
gives them; they must undergo various changes and be prepared
by art. Wheat must be converted into flour, then into bread; hides
must be tanned or dressed; wool and cotton must be spun; silk
must be drawn from the cocoon; hemp and flax must be soaked,
peeled, spun, and next, different fabrics must be woven from them,
and then they must be cut and sewn into garments, footwear, etc.
If the same man who, on his own land, cultivates these different
articles, and uses them to supply his own wants, was also forced
to perform all the intermediate operations himself, it is certain
that he would succeed very badly. The greater part of these prep-
arations require care, attention and a long experience, such as are
only to be acquired by working continuously and on a great quan-
tity of materials. Take, for example, the preparation of hides: what
laborer could attend to all the details necessary in this operation,
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which continues for several months, sometimes for several years? If
he could, would he be able to, for a single hide? What a loss of time,
space, materials which might have served either at the same time
or successively, to tan a large quantity of hides! And even if he did
succeed in tanning a single hide, he only needs one pair of shoes;
what will he do with the rest? Shall he kill an ox to make this pair
of shoes? Shall he cut down a tree to make a pair of wooden shoes?
The same thing may be said concerning all the other wants of man,
who, if he were reduced to his own field and his own labor, would
waste much time and trouble in order to be very badly equipped in
every respect, and would also cultivate his land very badly.

4. The necessity of these preparations brings about the exchange
of products for labor.

The same motive which has established the exchange of vari-
ous crops between the cultivators of different types of soil, must
also have brought about the exchange of crops for labor, between
the cultivators and another part of society which came to prefer the
occupation of preparing and working up the produce of the land to
that of growing it. Every one profited by this arrangement, for each,
by devoting himself to a single kind of labor, succeeded much better
in it. The husbandman obtained from his field the greatest possible
quantity of produce and procured for himself by means of exchange
all his other wants with much greater facility than he could have
done by his own labor. The shoemaker, by making shoes for the hus-
bandman, secured for himself a portion of the latter’s harvest. Each
workman labored to satisfy the wants of all other types of workmen,
who in turn all worked for him.

5. Pre-eminence of the husbandman who produces, over the arti-
san who works up materials. The husbandman is the prime mover
in the circulation of labor; it is he who causes the soil to produce
the wages of every artisan.

It must, however, be observed that the husbandman, who fur-
nishes everyone with the most important and the most consider-
able objects of their consumption (I mean their food, and moreover
the materials of almost every manufacture) has the advantage of a
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greater degree of independence. His labor, among the various kinds
of labor which are divided between the different members of soci-
ety, retains the same primacy and pre-eminence, as the procuring of
food did among the different works he was obliged, when in a soli-
tary state, to employ himself in, in order to supply himself with his
wants of all kinds. This is not a pre-eminence of honor or of dignity,
but of physical necessity. The husbandman, generally, speaking, can
get on without the labor of other workmen; but no workman can
labor, if the husbandman does not provide his food. In this circula-
tion, which, by a reciprocal exchange of wants, renders men neces-
sary to one another, and constitutes the bond of society, it is there-
fore the labor of the husbandman which is the prime mover. What
his labor causes the land to produce beyond his personal wants, is
the sole fund for the payment of wages which the other members
of society receive in exchange for their labor. The latter, by availing
themselves of the price of this exchange to purchase in their turn the
commodities of the husbandman, only return to him precisely what
they have received. There is here a very basic difference between
these two kinds of labor, which it is necessary to emphasise in order
to be convinced of the evidence on which it rests, before dealing
with the innumerable consequences which flow from it.

6. The wages of the workman are limited to his subsistence by the
competition among the workmen. He gets only his livelihood.

The mere workman who depends only on his arms and his
industry, has nothing except in so far as he succeeds in selling his
labor to others. He sells it at a lower or higher price; but his low or
high price does not depend on himself alone; it results from the
agreement he makes with the buyer of his labor. The latter pays him
as little as he can; because he has the choice among a great number
of workmen, he prefers the one who works cheapest. The workmen
are therefore compelled to lower their price in competition with one
another. In every kind of work it must, and, in effect, it does happen,
that the wages of the workman are limited to what is necessary to
procure him a subsistence.
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/. The husbandman is the only one whose industry produces
more than the wages of his labor. He, therefore is the unique
source of all wealth.

The position of the husbandman is materially different. The
soil, independent of any other man, or of any agreement, pays him
directly the price of his toil. Nature does not bargain with him to
compel him to content himself with what is absolutely necessary.
What she grants is neither related to his wants, nor a contractual
valuation of the price of his days of work. It is the physical result of
the fertility of the soil, and of the wisdom, far more than the labo-
riousness, of the means which he has employed to render it fruit-
tul. As soon as the labor of the husbandman produces more than
his wants, he can, with the surplus which nature accords him as a
pure gift above the wages of his toil, purchase the labor of other
members of society. The latter, in selling to him, only obtain a live-
lihood; but the husbandman, besides his subsistence, collects an
independent and disposable wealth, which he has not purchased
and which he sells. He is, therefore, the unique source of the
wealth which, by its circulation, animates all the industry of soci-
ety, because he is the only one whose labor produces more than the
wages of his labor.

8. Primary division of society into two classes, the one produc-
tive or the cultivators, the other stipendiary, or the artisans.

Here then is the whole society divided, by a necessity founded
on the nature of things, into two classes, both industrious, one of
which, by its labor, produces or rather, draws from the soil, wealth
which is continually regenerated, and which supplies the whole soci-
ety with subsistence and with materials for all its needs; while the
other is employed in giving to the said materials such preparations
and forms as render them suitable for the use of man, and sells its
labor to the first class, and receives its subsistence in exchange. The
first may be called the productive, the latter the stipendiary class.
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9. In Ancient times, the proprietor could not have been distin-
guished from the cultivator.

Hitherto no distinction has been made between the husband-
man and the proprietor of the land, and in early times they were not
in fact so distinguished. It is by the labor of those who were the first
to cultivate the fields, and enclosed them to secure their harvest,
that all the lands ceased to be common, and that landed proprieties
were established. Until societies were consolidated and until pub-
lic power, or the law, becoming predominant over individual power
was able to guarantee to each man the tranquil possession of his
property against all invasion from without, a man could retain the
ownership of a field only in the way he had acquired it, and by con-
tinuing to cultivate it. It would not have been safe to get his field cul-
tivated by another who, having taken all the trouble would not eas-
ily have understood that the whole harvest did not belong to him.
Moreover, in this early time, as every industrious man would find as
much land as he wished, he could not be tempted to till the soil for
another. Every proprietor had to cultivate his fields himself or aban-
don them completely.

1 O Progress of society; all lands have an owner.

But the land filled up and was cultivated to a greater extent.
With the passage of time, the best lands all came to be occupied;
there remained for those who came last nothing but the barren land,
rejected by the first. But finally all land found an owner, and those
who could not have properties had at first no other resources than
that of exchanging the labor of their arms, in the occupations of the
stipendiary class, for the surplus produce of the cultivating proprietor.

11k begins to be possible for the proprietors to transfer the
labor of cultivation to hired cultivators.

However, since the land returned to the owner who cultivated
it not only his subsistence, not only that wherewith to procure him-
self, by way of exchange, the other things he needed, but also a con-
siderable surplus, he could with this surplus pay other men to culti-
vate his land, and for men who live on wages it was as good to earn
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them in this occupation as in any other. Thus ownership could be
separated from the labor of cultivation, and it soon was.

12. Inequality in the division of land: causes which make this
inevitable.

The original proprietors at first occupied, as has already been
said, as much land as their resources permitted them to culti-
vate with their families. A man of greater strength, more industri-
ous, more concerned about the future, occupied more than a man
of contrary character. He whose family was more numerous, as he
had more needs and more hands at his disposal, extended his posses-
sions further: here was already a first inequality. All pieces of ground
are not equally fertile; two men with the same area of land and the
same amount of labor, may reap a very different harvest: (this is a)
second source of inequality. Property, in descending from fathers to
their children, divided into greater or smaller portions, according to
whether the descendants were more or less numerous; as one gen-
eration succeeds another, the inheritances are sometimes still further
subdivided; sometimes they are reunited again by the extinction of
some of the branches: (this is a) third source of inequality. The con-
trast between the intelligence, the activity, and above all, the thrift
of some and the indolence, inaction, and dissipation of others, was
a fourth principle of inequality, and the most powerful of all. The
negligent and improvident proprietor, who cultivates badly, who in
years of abundance consumes in frivolous things the whole of his
surplus, finds himself reduced on the slightest accident to request
assistance from his more provident neighbor, and to live by borrow-
ing. If by a further accident, or by a continuation of his negligence,
he finds himself not in a condition to repay his debt, if he is obliged
to have recourse to new loans, he will at last have no other means
at his disposal but to abandon part, or even the whole of his prop-
erty to his creditor, who will take it as an equivalent, or assign it to
another, in exchange for other assets with which he will discharge
his obligation to his creditor.
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13. Consequence of this inequality: the cultivator distinguished
from the proprietor.

Thus is landed property made subject to purchase and sale.
The portion of the dissipating or unfortunate proprietor serves to
increase that of the proprietor who has been more fortunate or pru-
dent, and in this infinitely varied inequality of possessions, it is inev-
itable that many proprietors must possess more than they can culti-
vate. Besides, it is very natural for a rich man to wish for a tranquil
enjoyment of his wealth, and instead of employing his whole time
in toilsome labor, to prefer to give part of his surplus to people who
work for him.

14 Division of the produce between the cultivator and the pro-
prietor. Net product, or revenue.

By this new arrangement, the product of the land is divided
into two parts: the one includes the subsistence and the profits of
the husbandman, which are the rewards for his labor, and the condi-
tion on which he agrees to cultivate the field of the proprietor; the
other, which remains, is that independent and disposable part which
the soil produces as a pure gift to him who cultivates it, over and
above his advances and the wages of his trouble, and this is the por-
tion of the proprietor or the revenue, with which the latter can live
without labor, and which he takes wherever he wishes.

15. A new division of society into three classes: the cultivators,
the artisans and the proprietors, or the productive, stipendiary
and disposable classes.

We now behold society divided into three classes: the class
of Husbandmen, for whom the name of productive class may be
reserved; the class of artisans and others receiving stipends from the
produce of the land; and the class of proprietors, the only one which,
not being confined by the need of subsistence to a particular species
of labor, may be employed for the general needs of the society, such
as war, and the administration of justice, either by a personal service,
or by the payment of a part of their revenue, with which the State, or
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society, may hire men to discharge these functions. The name which,
for this reason, suits it best, is that of disposable class.

1 6 Resemblance between the two working, or non-disposable
classes.

The two classes of cultivators and artisans resemble each other
in many respects, and particularly in this, that those who compose
them do not possess any revenue, and both equally live on the wages
which are paid them out of the product of the soil. Both have also
this in common, that they gain only the price of their labor and their
advances, and that this price is nearly the same in the two classes.
The proprietor bargains with those who cultivate in his land to pay
them as small a part as possible of its product, in the same manner as
he bargains with the shoemaker to buy his shoes as cheaply as pos-
sible. In short, neither the cultivator nor the artisan receives more
than a bare recompense for his labor.

17/. Essential differences between the two working classes.

But there is this difference between the two kinds of labor, that
the work of the cultivator produces not only his own wages, but also
that revenue which serves to pay the whole class of artisans and other
stipendiaries, whereas the artisans receive simply their wages, that is,
their share of the produce of the land in exchange for their labor,
and do not produce any revenue. The proprietor has nothing but
by the labor of the cultivator. He receives from him his subsistence,
and the wherewithal to pay for the labor of the other stipendiaries.
He has need of the cultivator because of a necessity arising from the
physical order of things by virtue of which the soil produces nothing
without labor; but the cultivator needs the proprietor only by virtue
of human conventions, and of those civil laws which guaranteed, to
the first cultivators and to their heirs, the ownership of the land they
occupied, even when they ceased to cultivate it. But these laws can
secure the man who does not work only that part of the produce
which the land gives over and above the return due to the cultiva-
tors. The proprietor is obliged to give up the latter on pain of los-
ing the whole. The cultivator, confined though he is to the recom-
pense for his labor, thus preserves that natural and physical primacy
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which renders him the prime mover in the whole machinery of soci-
ety, and which causes his own subsistence, as well as the wealth of
the proprietor and the wages of all the other labors, to depend on his
labor alone. The artisan, on the contrary, receives his wages either
from the proprietor or from the cultivator, and gives them by the
exchange of his labor, only the equivalent of these wages, and noth-
ing more.

Thus, although neither the cultivator nor the artisan gains
more than the recompense of his labor, the cultivator causes, over
and above that recompense, the generation of the revenue of the
proprietor; while the artisan generates no revenue, either for himself
or for others.

18. This difference justifies their being distinguished as the pro-
ductive class and barren class respectively.

We may then distinguish the two non-disposable classes as the
productive class, which is that of the cultivators, and the szerile class,
which includes all the other stipendiary members of society.

| 9 How the proprietors can draw the revenue from their lands.

The proprietors who do not till their lands themselves, may
adopt different methods of having them cultivated, or make differ-
ent arrangements with those who cultivate them.

20). First method: cultivation by wage laborers.

They may, in the first place, pay men, by the day or by the year,
to till their fields, and reserve to themselves the whole of the pro-
duce, a method which assumes that the proprietor advances both
the seed and the wages of the workmen until after the harvest. But
this method has the drawback of requiring much labor and dili-
gence on the part of the proprietor, who alone can direct the work-
men in their labor, watch over the employment of their time and on
their trustworthiness in not diverting any of the produce to their
own use. It is true that he may also hire a man of more intelligence,
whom he knows to be trustworthy, to direct the workmen and keep
an account of the produce, as overseer or manager; but he will always
be subject to fraud. Besides, this method is extremely expensive,
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unless a large population, and want of employment in other kinds of
work, forces the workmen to be content with very low wages.

21. Second method: cultivation by slaves.

In times not very distant from the origin of society, it was
almost impossible to find men willing to cultivate the land which
belonged to others, because, all the land not as yet having been occu-
pied, those who were willing to labor preferred the clearing of new
lands, and cultivating them on their own account; this is more or
less the case in all new Colonies.

Violent men have therefore conceived the idea of obliging
other men by force to labor for them. They owned slaves. These lat-
ter had no justice to look for from the hands of people who could
not have reduced them to slavery without violating all the rights of
humanity. Yet, the physical law of nature still assures them their part
of the products which they raised, for the master must necessarily
feed them in order to profit by their labor. But wages of this kind are
limited to the barest necessities and to their subsistence.

This abominable custom of slavery has formerly been univer-
sal, and is still spread over the greater part of the earth. The principal
object of the wars carried on by the people of antiquity was to carry
off slaves, whom the conquerors either compelled to labor for them-
selves, or sold to others. This brigandage and this trade still continue
in all their horror on the coast of Guinea, where the Europeans
encourage it by going thither to purchase Negroes for the cultiva-
tion of the American Colonies.

The excessive labor to which avaricious masters force their
slaves, causes many of them to perish; and it becomes necessary, in
order always to maintain the number requisite for cultivation, that
this trade should annually supply a very large number of them. And
as war is always the principal source which supplies this commerce,
it is evident that it can exist only as long as men are divided into very
small nations who are incessantly plundering each other, and as long
as every district makes war upon its neighbors. Let England, France
and Spain carry on the most cruel hostilities, only the frontiers of
cach State will be affected, and that in a few places only. All the rest
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of the country will be peaceful, and the small number of prisoners
they could make on either side would be an inadequate resource for
the agriculture of each of the three nations.

22. Cultivation by slaves cannot continue to exist in large
societies.

Thus when men gather together into large societies, slave
recruits are no longer numerous enough to take the place of those
used up by agriculture. And although the labor of men is supple-
mented by that of beasts, there comes a time when the lands can
no longer be worked by slaves. The employment of them is then
retained only for domestic service, and in the end dies out; because
as nations become more civilised, they enter into agreements for the
exchange of prisoners of war. These conventions are the more read-
ily made, as every individual is very much concerned to be free from
the danger of falling into a state of slavery.

23. Bondage to the soil succeeds slavery proper.

The descendants of the first slaves, originally attached to the
cultivation of the lands, experience a change in their condition. As
internal peace within the several nations no longer leaves commerce
the wherewithal to satisty the excessive consumption of slaves, the
masters are obliged to handle them with more consideration. Those
who were born in the house, accustomed from infancy to their con-
dition, are less revolted by it, and their masters have less need to
employ severity in controlling them. By degrees the land they culti-
vate becomes their country; they have no language other than that
of their masters; they become part of the same nation; good relations
develop, followed by trust and humanity on the part of their masters.

2,4 Vassalage succeeds bondage to the soil, and the slave
becomes proprietor. Third method: alienation of an estate in
return for a fixed due.

The administration of an estate cultivated by slaves is an oner-
ous task and a constraint on one’s place of residence. The master
secures for himself a freer, easier and safer enjoyment of his prop-
erty by interesting his slaves in the cultivation of it, and by yielding
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to each of them a certain portion of the ground, on condition of
their paying him a share of the produce. Some have made a tempo-
rary agreement, and have left their serfs, or slaves, only a precarious
and revocable possession. Others have given up the estate in perpe-
tuity, retaining an annual rent payable cither in kind or in money,
and exacting from the possessors certain duties. Those who received
these lands, under the condition prescribed, became proprietors and
freemen, under the name of tenants or vassals; and the former pro-
prietors, under the title of /ords, reserved only the right of exacting
the payment of rent, and other stipulated dues. Thus things have
come to pass in the greater part of Europe.

25. Fourth method: share cropping.

These estates, rendered free on the condition of payment of
rent, may again change their proprietors, be divided and reunited
in consequence of successions and sales, and such a vassa/ may in his
turn have more land than he can cultivate himself. As a rule the rent
to which those lands are subject is not so large but that, with good
cultivation, there can still be procured, over and above the advances,
the expenses and the subsistence of the cultivator, a surplus of pro-
duce which forms a revenue. Henceforth the vassal proprietor is also
likely to desire to enjoy this revenue without labor, and to have his
estate cultivated by others. Moreover, most of the lords alienated
only those parts of their possessions, which are the least within their
reach, and retain those which they can have cultivated with least
expense. Cultivation by slaves being no longer practicable, the first
method which offered itself, and the simplest to induce free men
to cultivate estates which did not belong to them, was to give up to
them a part of the produce; a plan which would induce them to cul-
tivate the land better than laborers on fixed wages would be likely to
do. The most common division has been that into two equal parts,
one of which belonged to the cultivator and the other to the pro-
prictor. This has given rise to the name of métayer (medietarius), or
share cropping. In arrangements of this kind, which occur in the
greater part of France, the proprietor pays all the advances of the cul-
tivation, that is to say, he provides at his own expense the working
cattle, the ploughs and other instruments of husbandry, seed, and
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the support of the cultivator and his family, from the time the latter
enters into the métairie until the first harvest.

26 Fifth method: renting, or the letting-out of land.

Intelligent and rich cultivators, who suspected to what extent
an active and well directed cultivation, for which neither labor
nor expense was spared, would raise the fertility of the soil, rightly
judged that they would gain more, if the proprictor should con-
sent to give up to them, for a certain number of years, the whole of
every harvest, on condition of paying him annually a fixed revenue,
and making all the advances of cultivation. Thereby they would be
assured that the increase in product obtained by their expenses and
labor, would belong entirely to themselves. The proprietor, on the
other hand, gained thereby a more tranquil enjoyment of his rev-
enue, being freed from the care of making the advances and keep-
ing an account of the product; a more steady enjoyment, since he
received every year the same price of his lease; and a more certain
enjoyment, because he never ran the risk of losing his advances, and
the cattle and other effects with which the tenants had stocked his
farm became a security for his payment. Besides, the lease being only
for a small number of years, if his tenant had given him too low a
price for his land, he could raise it at the end of the lease.

27 The last method is the most advantageous of all, but it
assumes an already wealthy country.

This method of putting out lands to lease is the most advanta-
geous of all both to the proprietors and to the cultivators. It is estab-
lished everywhere where there are wealthy cultivators, capable of
making the advances of cultivation; and as wealthy cultivators are
able to bestow much more labor and manure upon the land, there
results from it a prodigious increase in the productions and the rev-
enue from estates.

In Picardy, Normandy, the neighborhood of Paris, and in most
of the Provinces in the north of France, the lands are cultivated by
tenant farmers; in the provinces of the South, by share-croppers.
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Likewise the Northern provinces are incomparably richer and better
cultivated than the Southern provinces.

28 Recapitulation of the several methods of making estates
productive.

I have just enumerated five different methods by which the pro-
prietors have been able to remove themselves of the labor of cultiva-
tion, and make their land productive by the hands of others.

Firstly, by workmen paid fixed wages.
Secondly, by slaves.

Thirdly, by giving up the estate in return for the payment of a
rent.

Fourthly, by granting to the cultivator a fixed portion of
the produce, usually half, the proprictor undertaking to make the
advances of cultivation.

Fifthly, by letting their lands to farmers, who undertake to
make all the advances of cultivation, and who engage to pay the pro-
prietor a fixed revenue during the number of years agreed upon.

Of these five methods, the first is too expensive, and very sel-
dom practised; the second can take place only in countries still igno-
rant and barbarous; the third is not so much a method of getting
what one can out of a property as a surrender of the property in con-
sideration of a lien upon the estate, so that the former proprietor is,
propetly speaking, no more than a creditor of the new proprietor.

The last two methods of cultivation are the most common, to
wit: the cultivation by Share-croppers in the poor countries, and cul-
tivation by farmers in the richer countries.

29.0f capitals in general, and of the revenue of money.

There is another way of being rich, without laboring and with-
out possessing lands, of which I have not yet spoken. It is necessary
to explain its origin and its connection with the rest of the system of
the distribution of wealth in the society which I have just outlined.
This way consists in living by what is called the revenue of one’s
money, or on the interest drawn from money placed on loan.
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30 Of the use of gold and silver in commerce.

Silver and gold are two articles of commerce like any other, and
less precious than many others, because they are of no use for the real
needs of life. To explain how these metals have become the represen-
tative pledges of every kind of wealth, what influence they exercise in
the progress of commerce, and how they enter into the composition
of fortunes, it is necessary to go back a little and to retrace our steps.

31. Rise of commerce. Principle of valuation of exchangeable
objects.

Reciprocal wants led to the introduction of exchange of what
people owned for what they did not own. Commodities began to be
exchanged for one another, and for labor. In exchanging, it is neces-
sary that each party should agree to the quantity and quality of each
of the things exchanged. In this agreement it is natural that each
should desire to receive as much, and to give as little, as he can, both
being equally masters of what they have to give in exchange, each
has to balance the attachment he has for the commodity he gives,
against the desire he has for the commodity he wishes to receive,
and to fix accordingly the quantity of each of the things exchanged.
If the two persons do not agree, they will have to approach one
another by yielding a little on both sides, offering more and con-
tenting themselves with less. I will assume that one needs corn and
the other wine, and that they agree to exchange one bushel of corn
for six pints of wine. It is evident that by both of them one bushel
of corn and six pints of wine are looked upon as exactly equivalent,
and that in this particular exchange, the price of a bushel of corn is
six pints of wine, and the price of six pints of wine is one bushel of
corn. But in another exchange between other men, this price will be
different, according as one of them shall have a more or less urgent
need for the commodity belonging to the other; and a bushel of
corn may be exchanged against eight pints of wine, while another
bushel shall be exchanged for four pints only. Now it is evident that
not one of these three prices can be looked on as the true price of
a bushel of corn, rather than the other; for, to each of the dealers,
the wine he has received was equivalent to the corn he had given. In
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short, so long as we consider each exchange as isolated and standing
by itself, the value of the thing exchanged has no other measure than
the needs or desires of one party weighed with those of the other,
and is fixed only by their agreement.

32 How current value is established in the exchange of
commodities.

However, it happens that several Individuals have wine to offer
to the man who has corn. If one is not willing to give more than four
pints for one bushel, the owner of the corn will not give him his
corn, when he comes to learn that someone else will give six or eight
pints for the same bushel. If the former wishes to have corn, he will
be obliged to raise his price equal to what is offered by others. The
sellers of wine profit on their side by the competition among the
sellers of corn. No one resolves to part with his commodity until he
has compared the different offers that are made to him of the com-
modity he needs and he gives preference to the highest offer. The
value of the corn and wine is no longer debated between two iso-
lated individuals in relation to their respective wants and resources,
but is fixed with those of all the sellers of wine. For he who would
willingly give eight pints of wine for one bushel of corn, will give
but four when he learns that an owner of corn is willing to give two
bushels for eight pints. The price will become the current price to
which all the buyers and sellers will conform in their exchanges;
and it will be true to say that six pints of wine will be to everyone
the equivalent of one bushel of corn, if that is the mean price, until
a diminution of offer on the one side, or of demand, on the other,
causes this valuation to change.

?)3 Commerce gives to all commodities a current value with
respect to every other commodity; from which it follows that
every commodity is the equivalent of a certain quantity of every
other commodity, and may be looked on as a pledge which repre-
sents it.

Corn is not only exchanged for wine, but also for all other com-
modities which the owners of corn may need, such as wood, leather,
wool, cotton, etc.; it is the same with wine and every other particular
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commodity. If one bushel of corn is equivalent to six pints of wine,
and one sheep is equivalent to three bushels of corn, this same sheep
will be equivalent to eighteen pints of wine. He, who, having corn,
wants wine, may, without inconvenience, exchange his corn for a
sheep, in order afterward to exchange the sheep for the wine which
he needs.

34 Each commodity may serve as a scale or common measure,
by which to compare the value of all others.

It follows from this, that in a country where commerce is brisk,
where there is much production and much consumption, where
there are many offers and demands for all sorts of commodities, each
kind will have a current price relative to every other kind; that is a
certain quantity of one will be of equal value with a certain quan-
tity of each of the others. Thus the same quantity of corn which is
worth eighteen pints of wine, will also be worth one sheep, a piece
of dressed leather, or a certain quantity of iron, and all these things
will have an equal value in commerce. To express or make known the
value of any particular thing;, it is evident that it is sufficient to state
the quantity of any other known commodity which will be looked
on as if equivalent. Thus, to make known what a piece of leather of
a certain size is worth, we may say indifferently that it is worth three
bushels of corn, or eighteen pints of wine. We may similarly express
the value of a certain quantity of wine by the number of sheep, or
bushels of corn which it is worth in commerce.

From this it can be seen that all the kinds of commodities
which are exchangeable objects, measure one another, so to speak,
and that each may serve as a common measure, or scale of compar-
ison to which to refer the value of all the others; and in like man-
ner each commodity becomes in the hands of its owner, a means to
obtain all the others, a sort of universal pledge.

35. Every commodity does not present an equally convenient
scale of values. The preference, therefore, has in practice necessar-
ily been given to those which, not being susceptible to any great
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difference in quality, have a value principally related to the num-
ber and the quantity.

But although all commodities have essentially this property of
representing all others, being able to serve as a common measure to
express their value, and as a universal pledge to procure all of them
by way of an exchange, all cannot be used with the same degree of
facility for these two purposes. The more susceptible any commod-
ity is to changing its value on account of its quality, the more dif-
ficult it is to use it as a scale to which to relate the value of other
commodities. For example, if eighteen pints of wine of Anjou are
the equivalent of one sheep, eighteen pints of Cape wine may be the
equivalent of eighteen sheep. Thus the person who, to express the
value of a sheep, would say that it is worth eighteen pints of wine,
would be using ambiguous speech which would not communi-
cate any precise idea, at least until he added a good many explana-
tions, which would be very inconvenient. Men, therefore, have been
obliged to prefer for their scale of comparison such commodities,
which being more commonly in use and consequently of a better
known value, were more like each other, and of which, consequently,
the value had more relation to the number of the quantity than to

the quality.

36 The want of an exact correspondence between the value and
the number or quantity is supplied by average valuation, which
becomes an ideal money.

In a country where there is only one race of sheep, the value
of a fleece or of a sheep may easily be taken for the common mea-
sure of values, and it may be said that a barrel of wine, or a piece of
stuff, is worth a certain number of fleeces or sheep. There is in real-
ity some inequality among sheep, but when it is a question of sell-
ing sheep, care is taken to estimate that inequality, and to reckon,
for example, two lambs as one sheep. When it is a question of valu-
ing any other commodity, the common value of a sheep of medium
age and condition is taken as the unit. In this way, the expression of
values in terms of sheep becomes an agreed form of expression, and
this word one sheep, in the language of commerce, simply signifies
a certain value which, in the minds of those who hear it, carries not
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merely the idea of one sheep, but of a certain quantity of the more
common types of commodities which are regarded as the equivalent
of this value, and this expression will end by being so entirely applied
to a fictitious and abstract value, rather than to a real sheep, and that
[if by chance a pestilence occurs among the sheep, and in order]' to
purchase one of them, it becomes necessary to give double the quan-
tity of corn or wine that was formerly given, people will rather say
that one sheep is worth two sheep than change the expression they
have been accustomed to for all the other values.

3/. Examples of those mean valuations which become an ideal
expression of value.

In the commerce of all nations, several examples are known of
these fictitious valuations in terms of commodities which are, so to
speak, only an agreed form of expression of their value. Thus the
cooks of Paris, and the fishmongers who provide great houses, gen-
erally sell by the piece. A fat pullet is reckoned as one piece, a chicken
as half a piece, more or less, according to the season, and so on. In the
slave trade to the American Colonies, a cargo of Negroes is sold at
the rate of so much per Negro head, 4 piece of India. The women and
children are valued in such a way that, for example, three children,
or one woman and one child, are reckoned as one head of Negro.
The valuation is increased or diminished on account of the strength
or other qualities of the slaves, so that certain slaves are reckoned as

two head of Negro.

The Mandingo Negros, who carry on the gold dust trade with
the Arabian merchants, relate all their commodities to a fictitious
scale whose parts are called macutes, so that they tell the merchants
that they will give so many macutes in gold. They value likewise in
macutes the commodities they receive, and bargain with the mer-
chants on this valuation.

In the same way in Holland people reckon by bank florins,
which are only fictitious money, and which in commerce, have

! Line missing in Groenewegen translation. Taken from Ashley, Reflections, 1989. [Ed.
note.]
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sometimes a higher, sometimes a lower value than the coins called

Sflorins.

38 Every commodity is a pledge representing all other com-
modities, but it is more or less convenient in practice according
to the ease with which it can be transported and stored without
deterioration.

The variation in the quality of commodities, and in their prices
in accordance with that quality, which renders them more or less
suitable than others to serve as a common measure, is also more or
less an impediment to their being a representative pledge of every
other commodity of a like value. But with respect to this last prop-
erty there is also a very great difference between the different types
of commodities. For example, it is evident that a man who owns a
piece of cloth, is far more certain of obtaining a certain quantity of
corn for it, when he wants it, than if he had a barrel of wine of the
same value, the wine being subject to an infinity of accidents which
in an instant may cause it to lose its entire value.

39. Every commodity has the two essential properties of money,
of measuring and representing all value; and in this sense all mer-
chandise is money.

The two properties of serving as a common measure of all val-
ues, and of being a representative pledge of all other commodities of
a like value, include everything that constitutes the essence and use
of what is called money; and it follows from the details which I have
just given, that all merchandise is, in some respect, 7z0ney, and shares
more or less, according to the nature of each, in these two essential
properties. All are more or less suitable to serve as a common mea-
sure in proportion as they are in more general use, of more similar
quality, and easier to divide into parts of equal value. All are more or
less suitable to be a universal pledge of exchanges in proportion as
they are less susceptible to deterioration or alteration in quantity or

quality.
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40). Reciprocally, all money is essentially merchandise.

We can take only what itself has a value as a common measure
of value, that which is received in commerce in exchange for other
values; and there is no universal, representative pledge of value,
except something of equal value. Purely conventional money is
therefore an impossibility.

41 . Different substances have been able to serve, and have
served, as ordinary money.

Many nations have adopted in their language and in their
trade, as a common measure of value, different substances, more or
less precious; there are even at this day some barbaric peoples who
make use of a species of little shells called Cowries. I remember hav-
ing seen, when at College, apricot stones exchanged and passed as
a type of money among the Scholars, who used them to play cer-
tain games. [ have already spoken of the reckoning by head of cat-
tle; traces of this can be found in the Laws of the ancient Germanic
nations who broke up the Roman Empire. The early Romans, or at
least the Latins, their ancestors, made use of it also. It is claimed that
the first coins they struck in copper, represented the value of a sheep,
and bore the image of that animal, and that the name of pecunia, has
come from pecus. This conjecture has a great deal of probability.

42, Metals, and particularly gold and silver, are the most suitable
for this purpose: and why.

We have now come to the introduction of the precious metals
into commerce. All the metals, as they have been discovered, have
been admitted into exchange, on account of their real usefulness:
their splendor has caused them to be sought after, to serve as orna-
ments; their malleability and their solidity have rendered them suit-
able for making utensils, more durable and lighter than those of clay.
But these substances could not be brought into commerce without
almost immediately becoming a universal Money. A piece of any
metal, of whatever sort, has the same qualities as another piece of the
same metal, provided they are both equally pure. Now, the ease with
which we can separate, by different chemical operations, a metal
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from other metals with which it is incorporated, enables us always to
bring it to the degree of purity, or, as it is called, the standard, which
is desired, and the value of metal can only vary then according to
its weight. In expressing, therefore, the value of all commodities by
the weight of metal which may be had in exchange, we shall have
the clearest, the most convenient, and the most precise expression
of value; and hence it is impossible that it should not, in practice, be
preferred to every other. Nor are the metals less suitable than other
commodities for becoming the universal pledge of all the values that
they can measure; as they are susceptible for all imaginable divisions,
there is no commodity whose value, great or small, cannot be exactly
paid for by a certain quantity of metal. To this advantage of lending
themselves to every kind of division, they join that of being unal-
terable, and those which are scarce, like gold and silver, have a very
great value in a very inconsiderable weight and bulk.

These two metals then, are, of all commodities, the most casy
to verify as to their quality, to divide as to their quantity, to keep
for a long time without deterioration, and to convey to all places at
the least expense. Every one who has a surplus commodity and who
does not need, at the time, any other commodity for use, will has-
ten to exchange it for money, with which he is more certain than
with anything else, to procure himself the commodity he wants at
the moment he needs it.

43 By the nature of things, gold and silver are constituted
money and universal money, independently of any convention
and of any law.

Here then are gold and silver constituted money, and universal
money, and that without any arbitrary agreement among men, with-
out the intervention of any law, but only by the nature of things. They
are not, as people imagine, signs of value; they have a value them-
selves. If they are capable of being the measure and pledge of other
values, they have this property in common with all other commod-
ities which have a value in commerce. They differ from them only
because, being at the same time more divisible, more unchangeable,
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and of more easy conveyance than other commodities, it is more con-
venient to use them to measure and represent value.

44 The employment of other metals for these purposes is only
subsidiary.

All metals would be capable of being used as money. But those
which are very common have too little value in too large a bulk to
be used in the everyday exchanges in trade. Copper, silver, and gold
are the only ones which have been brought into constant use. And
even copper, except among some peoples to whom neither mines
nor commerce have supplied a sufficient quantity of gold or silver,
has never been used except in exchanges of the smallest values.

45 The use of gold and silver as money has augmented their
value as substances.

It is impossible but that the eagerness with which every one has
sought to exchange his superfluous commodities for gold and silver,
rather than for any other commodity, must have greatly augmented
the value of these two materials in commerce. They are thereby ren-
dered more suitable for their employment as pledge, or common
measure.

46. Variations in the value of gold and of silver, compared with
the other commodities, and with one another.

This value is susceptible to change, and in fact does continu-
ally change so that the same quantity of metal which answered to a
certain quantity of such or such a commodity, ceases to correspond
to it, and more or less money is required to represent the same com-
modity. When it requires more, the commodity is said to be dearer;
when it requires less, it is said to be cheaper; but it might just as well
be said that it is the money which is cheaper in the first case, and
dearer in the latter. Silver and gold vary in price not only as com-
pared with all other commodities, but they also vary in price among
themselves, according as they are more or less abundant. It is well
known that in Europe at the present time from fourteen to fifteen
ounces of silver are given for one ounce of gold, and that in former
times only ten to eleven ounces of silver were given for one ounce of
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gold. In China, even at present only about twelve ounces of silver are
given to get one ounce of gold, so that there is a very great advantage
in carrying silver to China, to exchange for gold to bring back to
Europe. It is evident that, in the long run, this commerce will make
gold more common in Europe and less common in China, and that
the value of these two metals must finally come to the same propor-
tion everywhere.

A thousand different causes compete to determine at any
moment the value of commodities when compared either with
cach other, or with silver, and cause them to change incessantly. The
same causes determine the value (of money), and cause it to vary,
when compared cither with the value of each particular commod-
ity, or with all the other values which are in commerce at the time.
It is not possible to disentangle these different causes, and to unfold
their effects, without entering into very extensive and very difficult
details, and I shall abstain from entering upon this discussion.

47 The practice of making payment in money has given rise to
the distinction between seller and buyer.

In proportion as people have become accustomed to the prac-
tice of valuing everything in money, of exchanging all their superflu-
ous commodities for money, and of not parting with that money but
for the things which are useful or agreeable to them at the moment,
they have become accustomed to consider the exchanges of com-
merce from a new point of view. They have distinguished two per-
sons, the seller and the buyer: the seller was the one who gave com-
modities for money, and the buyer was the one who gave money for
commodities.

48. The use of money has greatly facilitated the separation of the
different labors among the different members of society.

The more money came to stand for everything else, the more
did it become possible for everyone, by devoting himself entirely to
the kind of cultivation and industry he had chosen, to relieve him-
self completely of all care of supplying his other wants, and to think
only of obtaining as much money as possible, by the sale of his fruits
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or his labor, very sure that by means of this money he could get all
the rest: in this way the use of money has prodigiously hastened the
progress of society.

49 Of the reserve of annual produce, accumulated to form
capitals.

As soon as men were found whose property in land assured
them an annual revenue more than sufficient to satisty all their
requirements, there were sure to be found men who, anxious about
the future, or merely prudent, put aside part of what they gathered
every year, either to meet contingencies, or to increase their com-
forts. When the produce they gathered was difficult to preserve,
they must have sought to obtain, by exchange, articles of a more
durable nature, whose value would not be destroyed by time, or
which could be employed in such a manner, as to procure profits
which would more than make up for their deterioration.

50). Moveable wealth;? accumulation of money.

Possessions of this kind, resulting from the accumulation of
annual produce not consumed, are known by the name of move-
able wealth. Furniture, houses, plate, commodities in warchouses,
the tools of each trade, and cattle, belong to this kind of wealth. It
is evident that men toiled hard to procure themselves as much as
they could of this kind of wealth, before they became acquainted
with money; but it is no less clear that, as soon as it was known, as
soon as it was proved to be the most changeable of all commodities,
and the easiest to keep without trouble, it could not fail to be sought
after by whoever wished to accumulate. It was not only the propri-
etors of landed estates who thus accumulated their surplus produce.
Although the profits of industry are not, like the revenue of the soil,
a gift of nature, and the working man draws from his labor only the
price which is given him by the persons who pay him his wages;

2 The French, richesses mobiliéres, translated here as “moveable wealth,” has a wider con-
notation in that it is also the antonym of real property. In this sense, Turgot’s division of
wealth into bien-fonds and richesses mobiliéres also implies the legal distinction between real
and personal property.
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although the latter economises as much as possible in the payment
of these wages, and competition obliges the working man to content
himself with a price less than he would like, it is nevertheless certain
that this competition has never been numerous or keen enough in
any kind of labor, to prevent, at any time, a man who is more expert,
more active, and above all, more thrifty than others in his personal
consumption, from earning a little more than was necessary for the
subsistence of himself and his family, and from setting aside this sur-
plus to create therewith a little store.

51. Moveable wealth is an indispensable prerequisite for all
lucrative work.

It is also necessary that in every trade the workmen or the
entrepreneur who set them to work have a certain fund of move-
able wealth, accumulated beforehand. Here we are again obliged to
retrace our steps and to recall several matters which at first were only
hinted at in passing, when the division of the several professions was
discussed, and the different methods by which proprietors could
make their estates productive; because this could not be explained at
that time without breaking the line of argument.

52. Necessity of advances in agriculture.

Every type of labor, in agriculture, in industry or in commerce,
requires advances. Even if the soil were cultivated by hand, it would
be necessary to sow before reaping; it would be necessary to live
until after the harvest. The more agriculture is brought to perfec-
tion, and the more energetic it becomes, the more considerable
these advances are. There is need of cattle, implements of husbandry,
buildings to house the cattle and store the produce; it is necessary to
pay a number of people proportioned to the extent of the enterprise,
and to enable them to subsist until the harvest. It is only by means
of considerable advances that a large return is obtained, and that the
lands yield a large revenue. In any craft whatsoever, it is necessary
that the workman has tools in advance, that he has a sufficient quan-
tity of materials on which to work; and he has to subsist while wait-

ing for the sale of his finished goods.
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53. First advances furnished by the land while still uncultivated.

It is the land which is always the first and unique source of all
wealth; it is the land which by cultivation produces all the revenue;
it is the land also which provided the first fund of advances, prior to
cultivation. The first cultivator took the seed which he sowed from
the plants which the earth had of itself produced; while waiting for
the harvest, he lived by hunting, by fishing, and upon wild fruits;
his tools have been the branches of trees, torn down in the forest,
and shaped with stones sharpened against other stones; the animals
wandering in the woods he took himself in the chase, or caught in
his traps; he brought them into subjection and tamed them; he used
them at first for food, afterward to help him in his labor. The first
fund grew gradually; cattle were in early times the most sought after
of all moveable wealth, and also the easiest to accumulate; they die,
but they reproduce themselves, and the wealth of which they con-
sist is in a way indestructible: this fund itself grows by the mere pro-
cess of generation, and gives an annual product, cither in dairy pro-
duce, or in wool, in hides or other materials, which, with the wood
obtained in the forest, was the first fund for the works of industry.

54 Cattle, moveable wealth even before the cultivation of the
soil.

In times when there was still a large quantity of uncultivated
land which did not belong to anyone, cattle could be maintained
without there being a proprietor of land. It is even probable that
mankind has almost everywhere begun to collect herds and to live
on their produce before devoting themselves to the more toilsome
labor of cultivation. It seems that the nations which cultivated the
carth in the earliest times, were those which found in their country
types of animals more susceptible of being tamed, and which were
led in this way from the wandering and restless life of hunters and
fishermen to the more tranquil enjoyment of pastoral pursuits. Pas-
toral life requires a longer residence in the same place, affords more
leisure, more opportunities to study the difference between lands, to
observe the way of nature in the production of plants which serve
for the support of cattle. Perhaps it is for this reason, that the Asiatic
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nations were the first to cultivate the earth, and that the peoples of
America have remained so long in a Savage State.

SS Another kind of moveable wealth, and of advances of agri-

culture: slaves.

Slaves were another kind of moveable wealth, procured at first
by violence, and afterward by way of commerce and exchange. Those
who had many slaves employed them not only in the cultivation
of the land, but also in different works of industry. The ease with
which these two kinds of wealth could be accumulated almost with-
out limit, and used independently from the land, made it possible
to value the lands themselves, and to compare their value to that of
moveable wealth.

56 Moveable wealth has an exchangeable value relative to the
land itself.

A man who happened to have a good many pieces of land, but
no cattle or slaves, would certainly make an advantageous bargain by
surrendering a part of his land to a person who gave him in exchange
cattle and slaves to cultivate the rest. It is principally in this way that
landed estates themselves entered into commerce, and had a value
comparable with that of all other commodities. If four bushels of
corn, the net product of an acre of land, were worth six sheep, the
acre itself which produced them, could be transferred for a certain
value, larger of course, but always easily determined in the same
manner as the price of other commodities; i.e., first by the chaffer-
ing between the dealers, and afterward by the current price estab-
lished by the competition of those who wish to exchange land for
cattle, and those who wish to give up cattle for land. It is in accor-
dance with this current price that lands are valued when a debtor is
sued by his creditor, and is compelled to surrender his estate to him.

S7. Valuation of lands in accordance with the proportion of the
revenue to the amount of moveable wealth, or the value for which
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they are exchanged: this proportion is what is called the penny of
the price of land.?

It is evident that if a piece of land which produces a revenue
equivalent to six sheep, can be sold for a certain value which may
always be expressed by a number of sheep equivalent to that value,
this number will bear a definite proportion with that of six, and
will contain it a certain number of times. Thus the price of an estate
will be simply so many times its revenue; twenty times if the price
is one hundred and twenty sheep; thirty times, if it is one hundred
and eighty sheep. And so the current price of land regulates itself in
accordance with the relation between the value of the estate and the
value of the revenue; and the number of times that the price of the
estate contains the revenue is called so many years purchase of land.
It is sold at the price of twenty, thirty, or forty years purchase, when
twenty, thirty, or forty times the revenue is paid to obtain it. It is also
no less evident that this price or this rate must vary according to the
number of purchasers or sellers of land, in the same manner as the
price of all other commodities varies in accordance with the varying
proportion between the offer and the demand.

58. Every money capital, or every sum of value, whatever it may
be, is the equivalent of a piece of land producing a revenue equal
to some definite fraction of this sum. First employment of capi-
tals. Purchase of alanded estate.

Let us now go back to the time after the introduction of
money. The ease with which it can be accumulated made it the most
sought after form of moveable wealth, and furnished the means of
accumulation unceasingly by the simple means of thrift. Whoever,
cither from the revenue of his land, or from the wages of his labor
or industry, receives each year more value than he needs to spend,
may set aside this surplus and accumulate it: these accumulated val-
ues are what is called 4 capital. The timid miser who accumulates
money with the objective of preventing worries about lacking the

3 This phrase, “the penny of the price of land” is synonymous with the English expression,
“the number of years’ purchase of the annual rent” The “penny” was also another expres-
sion for a rate per cent, the twentieth penny, for example, being 5 per cent.
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necessaries of life in an uncertain future, keeps his money in a hoard.
If the dangers which he foresaw should eventuate, and he in his pov-
erty should be reduced to live each year upon his treasure, or if a
prodigal heir should spend it by degrees, this treasure would soon
be exhausted, and the capital entirely lost to the owner. The latter
can draw a far greater advantage from it. Since a landed estate of a
certain revenue is only the equivalent of a sum of value equal to this
revenue multiplied a certain number of times, it follows that any
sum whatsoever of value is equivalent to a landed estate producing
a revenue equal to a definite fraction of this sum: it is perfectly the
same whether this sum of value, or this capital consists of a mass of
metal, or of any other matter, since money represents every kind of
value, just as every kind of value represents money. In the first place,
therefore, the owner of 4 capital can use it to purchase lands, but he
has other possibilities as well.

59 Another employment of money in advances for enterprises
of manufacture or industry.

I have already observed that all labors, whether of cultivation
or industry, require advances, and I have shown how the earth, by
the fruits and herbs which it produces of itself for the nourishment
of man and beast, and by the trees of which men have formed their
first tools, had furnished the first advances of cultivation, and even
of the first handmade articles that each man might fashion for his
own use. For instance, it is the earth that provided the first stone,
clay and wood of which the first houses were built; and, before the
separation of occupations when the same man that cultivated the
earth provided also for his other wants by his own labor, there was
no need of other advances: but when a large part of society had only
their arms to maintain themselves, it was necessary that those who
thus lived on wages, should have something in advance to begin
with, either to procure the materials upon which they worked, or to
maintain them while waiting for their wages.
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60). Further explanations of the use of the advance of capitals in
enterprises of industry, on their return and on the profits which
they ought to yield.

In carly times, he who set men to work, supplied the materials
himself, and paid the wages of the workmen from day to day. It was
the cultivator or the proprietor himself that gave the Spinner the
hemp he had gathered, and he maintained her during the time of
her working; then he passed the yarn to a Weaver, to whom he gave,
every day, the wage agreed upon; but those slight daily advances
could be suflicient only for works of the simplest and roughest kind.
A vast number of crafts, and even of those crafts engaged in by the
poorest members of society, require that the same materials should
pass through a multitude of different hands, and undergo, for a
very long time exceedingly difficult and varied operations. I have
already mentioned the preparation of leather, of which shoes are
made: whoever has seen the workshop of a tanner, cannot help feel-
ing the absolute impossibility of one, or even several poor persons
providing themselves with hides, lime, tan, utensils, etc., and caus-
ing the buildings necessary for establishing a tannery to be erected,
and of their living for several months until their leather was sold. In
this craft, and in many others, must not those that work at it have
learnt the trade before they venture to touch the materials, lest they
should spoil them in their first attempts? Here then is another indis-
pensable advance. Who then will collect the materials for the work,
the ingredients, the tools necessary for the process? Who is to con-
struct canals, markets, and buildings of every kind? Who will enable
that great number of workmen to live until their leather is sold, of
whom none individually would be able to prepare a single hide,
considering moreover that the profits of the sale of a single tanned
hide could not furnish subsistence for any one of them? Who will
defray the expenses for the instruction of pupils and apprentices?
Who will maintain them until they are sufficiently instructed, guid-
ing them gradually from an easy labor proportionate to their age,
to works that demand the utmost strength and ability? It will be
one of those owners of capitals, or moveable accumulated values,
who will employ them partly in advance for the construction of
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the establishment and the purchase of materials, partly for the daily
wages of the workmen who labor in the preparation of them. It is
he who will wait for the sale of the leather to return him not only
all his advances, but also a profit sufficient to compensate him for
what his money would have been worth to him, had he turned it
to the acquisition of an estate, and moreover, the wages due to his
labor and care, to his risk, and even to his skill; for surely, if the prof-
its were the same, he would have preferred living without any exer-
tion on the revenue of the land which he could have purchased with
the same capital. As fast as this capital returns to him by the sale of
his products, he uses it for new purchases to furnish and maintain
his manufactory by this continual circulation; he lives on his profits,
and lays aside what he can spare to increase his capital, and to direct
it to his business, thereby increasing the amount of his advances, in
order to increase his profits even more.

61. subdivision of the industrial stipendiary class into capitalist
entrepreneurs and simple workmen.

Thus the whole class employed in supplying the different wants
of society with an immense variety of industrial products is, so to
speak, subdivided into two orders: that of the entrepreneurs, man-
ufacturers and mastercraftsmen, all owners of large capitals, which
they invest profitably as advances for setting men at work; the sec-
ond order, composed of simple artisans, who have no other property
than their arms, who advance only their daily labor, and receive no
profit but their wages.

62. Another employment of capitals, in advances for agricul-
tural enterprises. Explanations as to the use, the return and indis-
pensable profits of capitals in agricultural enterprises.

In speaking first of the employment of capitals in manufac-
turing enterprises, I had in view to present a more striking exam-
ple of the necessity and effect of large advances, and of the course
of their circulation; but I have slightly reversed the natural order,
which would have required that I should rather begin to speak of
enterprises of agriculture, which also can neither be performed,
nor extended, nor afford any profit, but by means of considerable
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advances. It is the owners of large capitals who, in order to make
them productive in agricultural enterprises, take leases of land, and
pay the proprietors large rents, taking on themselves the whole
burden of advances. Their position is essentially the same as that
of entrepreneurs of manufacturing industry: Like them, they are
obliged to make the first advances of the enterprise, to provide
themselves with cattle, horses, tools of husbandry, to purchase the
first seeds; like them, they must maintain and nourish their cart-
ers, reapers, threshers, servants and laborers of every kind, who have
nothing but their arms, who advance only their labor, and earn
only their wages; like them, they have to obtain from the harvest,
apart from the return of their capital, i.e., their original and annual
advances, firstly, a profit equal to the revenue they would be able to
acquire with their capital without any labor; secondly, the wages
and the price of their labor, of their risk and their industry; thirdly,
the wherewithal to replace annually the wear and tear of their prop-
erty, the cattle that die and the tools that wear out, etc. All this must
be first deducted from the price of the produce of the earth; the sur-
plus serves the cultivator to pay the proprietor for the permission he
has given to use his field for establishing his enterprise. This is the
price of the lease, the revenue of the proprietor, the net product, for
all that the earth produces up to the amount of the advances, and
the profits of every kind due to him who made these advances, can-
not be regarded as a revenue, but only as the return of the expenses of
cultivation, considering that if the cultivator did not get them back,
he would be loath to risk his wealth and trouble in cultivating the

field of another.

63 The competition between the capitalist entrepreneurs estab-
lishes the current price of lands and farming on a large scale.

The competition between rich entreprencurs in agriculture
fixes the current price of leases, in proportion to the fertility of the
soil, and the price at which its produce is sold, always according to
the calculations which the farmers make both of their expenditures,
and of the profits they ought to draw from their advances. They can-
not give the proprietors more than the surplus. But when the com-
petition among them is very keen, they give him the whole of this
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surplus, the proprietor only leasing his land to him who offers the
highest rent.

64. The lack of capitalist entrepreneurs in agriculture restricts
cultivation to small scale farming,.

When, on the contrary, there are no rich men who have large
capitals to put into agricultural enterprises, when, through the low
price of the products of the land, or for any other reason, the crops
are not sufficient to assure the entrepreneurs, besides the return of
their funds, profits at least equal to those they would derive from
their money by employing it in some other way, then farmers cannot
be found who are willing to lease lands. The proprietors are forced
to hire colons or métayers, who are unable to make any advances,
or to cultivate properly. The proprietor himself makes some small
advances, which produce him a very small revenue: if the land hap-
pens to belong to a proprietor who is poor, in debt, or neglectful,
to a widow, or a Minor, it stays out of cultivation. Such is the true
origin of the difference, I have already noticed, between Provinces
where the lands are cultivated by wealthy farmers, as in Normandy
and the Ile de France, and those where they are cultivated only by
poor métayers, as in Limousin, Angoumois, Bourbonnais and many
others.

65 Subdivision of the class of cultivators into entrepreneurs
or farmers, and mere wage farmers, whether servants or day
laborers.

Hence it follows, that the class of cultivators, like that of the
manufacturers, may be divided into two orders of men, that of the
entrepreneurs or capitalists, who make all the advances, and that
of the mere wage earning workmen. It is also evident, that capitals
alone can form and support great enterprises of agriculture which
give the estates an invariable rental value, so to speak, and which
assure the proprietor a revenue which is always constant and as large
as possible.

66. Fourth employment of capitals, in advances for commercial
enterprises. Necessity of the interposition of merchants, properly
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so called, between the producers of the commodity and the
consumers.

The entrepreneurs, either in agriculture or in manufacturing,
draw their advances and their profits only from the sale of the fruits
of the earth, or of the manufactured commodities. It is always the
wants and the mzeans of the consumer that sets the price of the sale;
but the consumer does not always need the good at the moment
of harvest or at the completion of manufacture. Yet the entrepre-
neurs require that their funds should return to them immediately
and regularly, in order that they may put them back into their enter-
prises. The harvest must be followed without interruption by the
ploughings and the sowing of the seed. The workmen of a manufac-
tory must be kept at work continuously, a fresh set of articles must
be begun as soon as the first are finished, materials must be replaced
as they are being consumed. It would not be safe to interrupt the
workings of a going enterprise, and they could not be taken up again
just when desired. The entrepreneur, therefore, has the greatest pos-
sible interest in having his funds returned promptly by the sale of
his crops or commodities. On the other hand, it is in the consum-
er’s interest to find the things he needs when and where he wants
them; it would be extremely inconvenient for him to be obliged to
purchase, at the time of the harvest, his provisions for a whole year.
Among the articles that are commonly consumed there are many
that require long and expensive labors, labors that cannot be under-
taken with profit except on a large quantity of materials, so large that
the consumption of a small number of men, or of a limited district,
cannot suffice as a market for the products of a single manufactory
even. Enterprises of this kind must then necessarily be few in num-
ber, at a considerable distance from each other, and consequently
very far from the homes of the great majority of consumers. There is
no man above extreme poverty who is not in a position to consume
several things, which are neither gathered nor fabricated, except
in places considerably distant from his home, and no less distant
from each other. A man who could only obtain the objects of his
consumption by buying them directly from the hand of the person
who gathers or manufactures them, would either go without a good
many things, or spend his life in travel.
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This double interest on the part of both the producer and the
consumer, of the first to find an opportunity to sell, of the other,
to find an opportunity to buy, and yet not to lose precious time in
waiting for the purchaser, or in seeking the seller, must have sug-
gested to a third party to act as intermediaries between the two. This
is the purpose of the profession of merchants, who purchase goods
from the hands of the producer, to store them in warchouses, wither
the consumer goes to get what he needs. In this way, the entrepre-
neur, assured of the sale and the return of his funds, devotes himself
undisturbedly and continuously to further production, and the con-
sumer finds within his reach, and at any moment the things which
he needs.

67 Different orders of merchants. They all have this in com-
mon, that they purchase to sell again; and that their business
depends upon advances which must return with profit in order to
be once more put into the enterprise.

From the Huckster who displays her herbs on the market
place, to the shipowner of Nantes or Cadiz who carries on his sales
and purchases even to India and America, the profession of a mer-
chant, or, more correctly, of commerce, is divided into an infinity
of branches, and, as it were, levels. One trader confines himself to
stocking up several types of commodities which he sells in his shop
to all those who present themselves; another goes with certain com-
modities to a place where they are in demand, to bring from thence
in exchange such things as are produced there, and are wanting in
the place from whence he departed; one makes his exchanges in his
own neighborhood, and by himself, another by means of correspon-
dents, and with the services of carriers whom he pays, and whom he
sends and brings from one Province to another, from one kingdom
to another, from Europe to Asia, and from Asia to Europe. One sells
his merchandise in small quantities to the several individuals who
consume them; another sells only in large quantities at the time to
other merchants who retail them to the consumers; but all have this
in common that they buy 1o sell again, and that their first purchases
are an advance which returns to them only in course of time. It must
return to them, like those of the cultivators and manufacturers, not
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only within a certain period, to be employed again in new purchases,
but also firstly, with a profit equal to the revenue they would be able
to acquire with their capital without any labor; secondly, with the
wages and the price of their labor, their risk, and their industry.
Without the assurance of this return, and of these indispensable
profits, no merchant would engage in commerce, nor could any-
one possibly continue therein: it is from this point of view that he
guides himself in his purchases, when he calculates the quantity and
the price of the things which he can hope to sell in a certain period.
The retailer learns by experience, and by the outcome of limited
trials made cautiously, what are the approximate wants of the con-
sumers whom he is in a position to supply. The trader learns from
his correspondents about the abundance or scarcity, and the price
of merchandise in those different countries to which his commerce
extends; he directs his speculations accordingly, he sends his goods
from the country where they bear a low price to those where they
are sold for a higher price, it being understood that the expenses of
carriage enter into the calculation of the advances that have to return
to him.

Since commerce is necessary, and it is impossible to undertake
any commerce without advances proportionate to its extent, we see
here another method of employing moveable wealth, a new use to
which the owner of a mass of values saved and accumulated, of a
sum of money, of @ capital, in short, can put it to obtain his subsis-
tence, and to increase, if he can, his wealth.

68 The true idea of the circulation of money.

From what has just been said it can be seen that the cultivation
of estates, manufactures of all kinds, and all the branches of trade,
depend upon the mass of capitals, or of moveable, accumulated
wealth, which, having been first advanced by the entrepreneurs in
cach of these different classes of work, must return to them again
every year with a steady profit; that is, the capital to be again invested
and advanced in the continuation of the same enterprises, and the
profits for the more or less comfortable living of the entrepreneurs.
It is this advance and this continual return which constitutes what
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ought to be called the circulation of money; this useful and fruitful cir-
culation, which gives life to all the labor of society, which maintains
all the movement and life of the body politic, and which is correctly
compared to the circulation of the blood in the animal body. For if,
by any disorder whatsoever in the sequence of expenditure of the
different classes of society, the entrepreneurs cease to get back their
advances with such profit as they have a right to expect, it is evident
that they will be obliged to reduce their enterprises; that the amount
of labor, of the consumption of the fruits of the earth, of the produc-
tion and of the revenue would be equally diminished; that poverty
will take the place of wealth, and that the common workman, ceas-
ing to find employment, will fall into the deepest misery.

69 All enterprises, especially those of manufactures and of com-
merce, could not fail to have been very limited before the intro-
duction of gold and silver in trade.

It is hardly necessary to remark that enterprises of all kinds, but
especially those of manufactures and still more those of commerece,
must have been very limited before the introduction of gold and
silver in trade; since it was almost impossible to accumulate large
capitals, and even more difficult to multiply and divide payments
as much as is necessary to facilitate and increase the exchanges to
the extent which a spirited commerce and circulation require. The
cultivation of the land alone may support itself to a certain degree,
because cattle are the principal object of the advances required
therein; moreover, it is probable that there was no other entrepre-
neur in agriculture than the proprietor. As to crafts of all kinds, they
must necessarily have languished greatly before the introduction
of money; they were limited to the rudest types of occupation, for
which the proprietors furnished the advances by feeding the work-
men and by providing them with materials, or which they caused to
be carried on at home by their Domestics.

70. Capitals being as necessary to all enterprises as labor and
industry, the industrious man shares voluntarily the profit of his
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enterprise with the capitalist who furnishes him with the funds he
needs.

Since capitals are the indispensable foundation of all lucrative
enterprises; since with money we can furnish means for cultiva-
tion, establish manufactures, and set up trade, the profits of which
accumulated and frugally saved, will become a new capital; since
in short, money is the principal means of begetting money, those
who, with their industry and love of labor, have no capitals, or do
not have sufficient for the enterprise they wish to embark on, have
no difliculty in deciding to give up to the owners of such capital or
money who are willing to trust it to them, a portion of the profits
they expect to receive over and above the return of their advances.

/1. Fifth employment of capitals, lending at interest. Nature of
the loan.

The owners of money balance the risk their capital may run,
if the enterprise does not succeed, with the advantage of enjoying
a definite profit without labor, and regulate themselves thereby to
require more or less profit or interest for their money, or to con-
sent to lend it for such interest as the borrower offers. Here another
opportunity is open to the owner of money; lending at interest, or
the trade in money. Let no one mistake me here, lending at interest
is nothing but a commercial transaction, in which the Lender is the
man who sells the use of his money, and the borrower is a man who
buys; precisely as the proprietor of an estate and a farmer sell and
buy, respectively the use of a piece of land which is let out. The Latin
term for a loan of money at interest expresses it exactly, #sura pecu-
niae, a word which, translated into French has become hateful by
consequence of false ideas being formed as to the interest of money.

/2. False ideas about the lending at interest.

The price of the loan is by no means founded, as might be
imagined, on the profit the borrower hopes to make with the capi-
tal of which he purchases the use. This price, like the price of every
commodity, is determined by the chaffering of seller and buyer; by
the balance between the offer and the demand. People borrow for
all kinds of purposes, and with all sorts of motives. One borrows
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to undertake an enterprise which will make his fortune, another to
buy an estate, another to pay a gaming debt, another to make up for
the loss of his revenue, of which some accident has deprived him,
another to keep himself alive, while waiting for what he can get by
his labor; but all these motives which influence the borrower are
quite immaterial to the lender. The latter is only concerned with two
things: the interest he is to receive, and the safety of his capital. He
does not trouble himself about the use the borrower will make of
it, any more than the merchant concerns himself with the use the
buyer makes of the commodity he sells him.

73 Errors of the schoolmen refuted.

It is for want of having examined the lending at interest in its
true light, that moralists, more dogmatic than enlightened, have
endeavored to have it looked upon as a crime. The scholastic theo-
logians have concluded from the fact that money does not produce
anything by itself that it was unjust to exact interest from money
placed on loan. Full of their prejudices, they have believed their doc-
trine was sanctioned by this passage from the Gospel, mutuum date
nibil inde sperantes.* Those theologians who have adopted more rea-
sonable principles on the subject of interest, have endured the harsh-
est reproaches from Writers of the opposite party.

Nevertheless, it needs but a little reflection to realise the lack
of depth in the pretexts which have been used to condemn the tak-
ing of interest. A loan is a reciprocal contract, free between the two
parties, which they make only because it is advantageous to them. It
is evident that, if the lender finds it to his advantage to receive some-
thing as the hire for his money, the borrower is no less interested in
finding the money he needs, since he decides to borrow and to pay
the hire of this money. Now on what principle can a crime be dis-
covered in a contract advantageous to two parties, with which both
parties are satisfied, and which certainly does no injury to anyone
else? To say that the lender takes advantage of the borrower’s need

4 Le., Luke 6: 35, which in the American Standard Version reads as follows: “and lend, hop-
ing for nothing again.”
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of money to demand interest, is as absurd an argument as saying
that a baker who demands money for the bread he sells, takes advan-
tage of the buyer’s need for bread. If in this latter case, the money
is an equivalent for the bread the buyer receives, the money which
the borrower receives today is equally an equivalent of the capital
and interest he promises to return at the end of a certain time; for, in
short, it is an advantage for the borrower to have, during the interval,
the use of the money he needs, and it is a disadvantage to the lender
to be deprived of it. This disadvantage is capable of being estimated,
and is estimated: the nzerest is the price of it. This price ought to be
higher if the lender runs the risk of losing his capital by the insol-
vency of the borrower. The bargain therefore is perfectly equal on
both sides, and consequently just and honest. Money considered as
a physical substance, as a mass of metal, does not produce anything;
but money employed in advances in enterprises of agriculture, man-
ufactures, commerce, procures a definite profit; with money an
estate can be purchased, and a revenue procured thereby; the per-
son, therefore, who lends his money, does not only give up the bar-
ren possession of such money, but deprives himself of the profit or
the revenue he would have been able to procure by it, and the inter-
est which indemnifies him for this loss cannot be looked upon as
unjust. The schoolmen, compelled to acknowledge the justice of
these considerations, have allowed that interest may be taken, pro-
vided the capital is alienated, that is, provided the lender renounced
his right to demand the repayment of his money in a certain time,
and leave the borrower free to keep it as long as he wished while pay-
ing only interest. The reason for this toleration was that then it is no
longer a loan, for which an interest is taken, but a rent which is pur-
chased with a sum of money, just as an estate is purchased. This was
a petty subterfuge to which they had recourse in order to concede
the absolute necessity of loans in the course of transactions of soci-
ety, without clearly acknowledging the falsity of the principles upon
which they had condemned it. But this condition of the alienation
of capital is not an advantage to the borrower, who remains no less
burdened with the debt until he has repaid this capital, and whose
property is always destined as security for this capital. It is even a
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disadvantage, as he finds it more difficult to borrow money when he
needs it; for persons who would willingly consent to lend for a year
or two a sum of money which they had destined for the purchase of
an estate, would not lend it for an indefinite period. Moreover, if it
is permissible to sell money for a perpetual rent, why would it not
be permissible to let it for some years in return for a rent which only
continues for that number of years? If a rent of a thousand francs per
year is equivalent to the sum of twenty thousand francs in the case
of a man who keeps this sum in perpetuity, a thousand francs will be
the amount for the possession of that sum for one year.

74 True foundation of the interest of money.

A man then may let out his money as lawfully as he may sell it;
and the owner of money may do ecither one or the other, not only
because money is equivalent to a revenue, and a means of procur-
ing a revenue, not only because the lender loses, during the time of
the loan, the revenue he might have procured by it, not only because
he risks his capital, not only because the borrower can employ it in
advantageous acquisition, or in enterprises from which he may draw
large profits; the owner of money may lawfully draw the interest of
it by a more general and decisive principle. Even if all the foregoing
were not the case, he would none the less have the right to require an
interest for his loan simply because the money is his property. Since
it is his property he is free to keep it, nothing obliges him to lend; if
then he does lend, he may attach conditions to the loan as he sees fit.
In this he does no injury to the borrower, since the latter agrees to
the conditions, and has no right of any kind over the sum lent. The
profit that may be procured by the use of money is doubtlessly one
of the commonest motives influencing the borrower to borrow on
interest; it is one of the means which facilitates his payment of the
interest, but this is by no means what gives the lender the right to
require it; it is enough for him that his money is his own, and this
right is inseparable from property. He who buys bread does it for his
support, but the right the baker has to ask a price is quite indepen-
dent of the use of the bread; it is the same right he would have to sell
him stones, a right founded on this principle alone, that the bread is
his own, and no one has any right to force him to give it for nothing.
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/5. Reply to an objection.

This reflection makes us realise how false and how distant from
the meaning of the Gospel, is the application which the dogmatists
made of the passage mutuum date nibil inde sperantes (lend with-
out expecting gain). The passage is clear, as interpreted by moder-
ate and reasonable theologians, as a precept of charity. All mankind
are bound to assist one another; a rich man who would see his fel-
low creature in distress, and who instead of providing for his wants,
would sell him what he needed would be equally deficient in the
duties of Christianity and those of humanity. In such circumstances,
charity does not only require us to lend without interest, she orders
us to lend, and even to give if necessary. To convert the precept of
charity into a precept of rigorous justice, is equally repugnant to
reason, and to the sense of the text. Those whom I attack here do
not claim that it is a duty of (Christian) justice to lend their money;
they must then agree that the first words of the passage, mutuum
date, contain only a precept of charity; now I ask why they seck to
extend the close of the passage into an obligation of (Christian) jus-
tice.> What, shall the lending itself not be a strict precept, and shall
only its accessory, the condition of the loan, be made one! This is in
effect what men would have been told: “You are free to lend or not
to lend, but if you do lend, take care you do not require any inter-
est for your money, and even when a merchant shall require a loan
of you for an enterprise from which he hopes to make large profits,
it will be a crime for you to accept the interest he offers you; you
must absolutely either lend him gratuitously, or not lend to him at
all. You have indeed one method of making interest lawful, that is
to lend your capital for an indefinite term, and to give up the right
of demanding its repayment allowing your debtor to do so when he
pleases or when he can. If you find any inconvenience on the score
of security, or if you foresee you will need your money in a certain
number of years, you have no other course to take but not to lend:

5 Turgot here contrasts the loose interpretation of Christian charity of the first part of the
Gospel quotation, with the strict prohibition of charging interest as an interpretation of the
second part.
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it will be better to cause this merchant to miss a precious opportu-
nity, than to commit a sin in helping him to take advantage of it”
This is what has been seen in these five words; mutuum date nihil
inde sperantes, when they have been read with the prejudices created
by a false metaphysics. Everyone who reads this text without preju-
dice, will soon find its real meaning; that is, “as men, as Christians,
you are all brothers, all friends: act toward each other as brethren and
[riends; help each other in your necessities; let your purses be open to
one another, and do not sell the assistance which you owe each other
by requiring interest on a loan which charity commands you to make”
This is the true sense of the passage in question. The obligation to
lend without interest, and that to lend, are evidently connected
together; they are of the same order, and both inculcate a duty of
charity, and not a precept of rigorous justice, applicable to all cases

of lending.

76 The rate of interest ought to be determined just like that of

all commodities, by nothing but the course of trade.

I have already said that the price of money is regulated like that
of all other commodities, by the balance of offer and demand: thus,
when there are many borrowers who need money, the interest of
money becomes higher; when there are many owners who are ready
to lend, it falls. It is therefore a further mistake to believe that the
interest of money in trade ought to be fixed by the laws of princes. It
is a current price, determined like that of all other commodities. This
price varies a little according to the greater or less security which the
lender has of not losing his capital; but on equal security, it ought to
rise and fall in proportion to the abundance and the need, and the
law no more ought to fix the rate of interest than it ought to regulate
the price of any other commodity which circulates in commerce.

77 Money has two different valuations in commerce. One
expresses the quantity of money we give to procure different sorts
of commodities; the other expresses the relation a sum of money
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has to the interest it will procure in accordance with the course of
trade.

It appears from this explanation of the manner in which money
is either sold or let out for an annual interest, that there are two
ways of valuing money in commerce. In buying and selling, a cer-
tain weight of silver represents a certain quantity of value, or of com-
modities of every kind; for example, one ounce of silver is the equiv-
alent of a certain quantity of corn, or of a certain number of days’
labor. In lending, and in the trade in money, a capital is the equiva-
lent of a rent equal to a fixed portion of that capital; and conversely,
an annual rent represents a capital equal to the amount of that rent
repeated a certain number of times, according as the interest is at a
higher or lower rate.®

78 These two valuations are independent of each other, and are
governed by quite different principles.

These two different evaluations have much less connection,
and depend much less on each other than one would be tempted to
believe at first sight. Money may be very common in ordinary com-
merce, may have a very low value, answer to a very small quantity of
commodities, and the interest of money may at the same time be

very high.

Assume that there are one million ounces of silver in currency
circulating in commerce, and that an ounce of silver is given in the
market for a bushel of corn; suppose that there is brought into the
State, in some manner or other, a second million ounces of silver,
and that this increase is distributed to every purse in the same pro-
portion as the first million, so that he who had two ounces before,
now has four. The silver considered as a quantity of metal will cer-
tainly diminish in price, or, which is the same thing, commodities
will be paid for more dearly, and it becomes necessary, in order to
procure the same measure of corn which was obtained with one
ounce of silver, to give a good deal more silver, and perhaps rwo

6 Turgot here seems to indicate the relationship between capital and income, capital value
being income capitalized by the current rate of interest.
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ounces instead of one. But it does not by any means follow from this
that the interest of money falls, if all this money is carried to the
market and employed in the current expenses of those who possess
it, as by supposition the first million ounces were; for the interest of
money falls only when there is more money to be lent, in propor-
tion to the wants of the borrowers, than there was before. Now the
money which is carried to market is not for lending;; it is the money
which is placed in reserve, the accumulated capitals, that are lent,
and so far from the increase of the money in the market, or the dimi-
nution of its price in relation to commodities in the ordinary course
of trade infallibly, and as an immediate consequence, bringing about
a decrease in the interest of money, it may, on the contrary, hap-
pen that the very cause which increases the money in the market,
and which increases the price of other commodities by lowering the
price of money, is precisely that which increases the hire of money,
or the rate of interest.

Indeed, suppose for a moment that all the wealthy people in a
nation, instead of saving from their revenues or from their annual
profits, spend the whole of it; suppose that, not satisfied with spend-
ing their revenue, they spend their capital; suppose that a man who
has a hundred thousand francs in money, instead of employing them
in a profitable manner, or lending them, consumes them piecemeal
in foolish expenses; it is evident that on the one hand there will be
more money employed in current purchases, in satisfying the wants
and humors of every individual, and that consequently its price will
fall; on the other hand there will certainly be much less money to
lend, and, as many people will ruin themselves, there will probably
also be more borrowers. The interest of money will consequently
increase, while money itself will become common in circulation,
and fall in price, and precisely for the same reason.

We shall cease to be surprised at this apparently peculiar resul,
if we consider that the money brought into the market for the pur-
chase of corn, is that which is daily spent to satisfy one’s needs, and
that which is offered on loan, is precisely that which is saved from
one’s daily expenditure to be laid by and formed into capitals.
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79. In the valuation of money with regard to commodities, it is
the money considered as metal that is the subject of the estimate.
In the evaluation of the penny of money, it is the use of the money
for a definite time that is the subject of the estimate.

In the market a measure of corn is equivalent to a certain
weight of silver; it is a quantity of silver that is purchased with the
commodity; it is this quantity which is valued and compared with
other different values. In a loan on interest, the object of the valu-
ation is the use of a certain quantity of value during a certain time.
It is no longer the comparison of a quantity of silver with a quan-
tity of corn; it is now a quantity of values which is compared with a
definite portion of itself, which becomes the price of the use of this
quantity for a certain time. Let twenty thousand ounces of silver be
equivalent in the market to twenty thousand measures of corn, or
only to ten thousand, the use of those twenty thousand ounces of
silver for a year will none the less be worth in the money market the
twentieth part of the principal sum, or one thousand ounces of sil-
ver, if interest is at the twentieth penny.”

80). The price of interest depends directly on the relation
between the demand of the borrowers and the offer of the lend-
ers, and this relation depends chiefly on the quantity of moveable
wealth accumulated by the saving of revenues and of annual prod-
ucts to form capitals, whether these capitals exist in money or in
any other kind of effects having a value in commerce.

The price of silver in the market is relative only to the quantity
of this metal used in current exchanges; but the rate of interest is rela-
tive to the quantity of values accumulated and laid by to form capitals.
It does not matter whether these values are in metal or other effects,
provided these effects are easily convertible into money. It is far from
being the case, that the mass of metal existing in a State is as large as
the amount of the values lent on interest in the course of a year; but all
the capitals, in furniture, merchandise, tools and cattle, take the place
of silver and represent it. A paper signed by a man who is known to be

7 le,S per cent.
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worth a hundred thousand francs, and who promises to pay a hundred
thousand francs at a certain date, is worth a hundred thousand francs
until that date: all the capitals of the man who has signed this note are
answerable for the payment of it, whatever the nature of the effects he
has in his possession, provided they have a value of a hundred thousand
francs. It is not therefore the quantity of silver existing as metal which
causes the rate of interest to rise or fall, or which brings more money
into the market to be lent; it is simply the sum of capitals to be found
in commerce, that is to say, the current sum of moveable values of every
kind, accumulated, saved gradually out of the revenues and profits, to
be employed by the owner to procure himself new profits and new rev-
enues. It is these accumulated savings which are offered to the borrow-
ers, and the more there are of them, the lower the interest of money will
be, at least if the number of borrowers is not augmented in proportion.

81. The spirit of thrift in a nation continually increases the
amount of capitals, luxury continually tends to destroy them.

The spirit of thrift in a nation continually tends to increase
the amount of the capitals, to increase the number of lenders, and
to diminish that of borrowers. The habit of luxury has precisely the
opposite effect, and by what has already been remarked on the use of
capitals in all enterprises, whether of agriculture, manufacture, or com-
merce, we may judge if luxury enriches a nation, or impoverishes it.

82. The fall in the rate of interest proves that thrift generally has

prevailed over luxury in Europe.

Since the interest of money has been constantly diminishing
in Europe for several centuries, we must conclude that the spirit of
thrift has been more general than the spirit of luxury. It is only peo-
ple already rich who give themselves up to luxury, and among the
rich, those who are sensible confine their expenses to their revenues,
and are very careful not to touch their capitals. Those who wish to
become rich are far more numerous in a nation than those who are
already so. Now, in the present state of things, as all land is occupied,
there is but one way to become rich, it is either to possess, or to pro-
cure in some way, a revenue or an annual profit above what is abso-
lutely necessary for subsistence, and to reserve this surplus every year
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so as to form a capital, by means of which a person may obtain an
increase in revenue or annual profit, which may again be saved and
converted into capital. There are consequently a great many people
interested and occupied in accumulating capitals.

8 3 Recapitulation of the five different methods of employing
capitals.

I have reckoned five different methods of employing capitals,
or of profitably investing them.

The first is to buy a landed estate, which brings in a definite
revenue.

The second is to invest money in agricultural enterprises by tak-
ing a lease of land, the produce of which ought to yield, over and
above the price of the lease, the interest on the advances, and the
price of the labor of the man who devotes both his wealth and his
toil to its cultivation.

The third is to invest a capital in industrial and manufacturing
enterprises.

The fourth is to invest it in commercial enterprises.

And the fifth method is to lend it to those who need it, in
return for an annual interest.

84. The influence which the different methods of employing
capitals have on each other.

It is evident that the annual product which can be drawn from
capitals invested in these different employments, are influenced by
each other, and are all related to the current rate of the interest of
money.

85 Money invested in land is bound to bring the least.

The person who invests his money in the purchase of an estate,
leased to a solvent Tenant, procures himself a revenue which entails
very little trouble, and which he can spend in the most agreeable
manner, by giving free play to all his tastes. There is the additional
advantage in the purchase of this kind of property over that of any
other, that the possession of it is more secure against all kinds of
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accidents. We must therefore purchase an equal revenue in land at
a higher price, or content ourselves with a less revenue for an equal
capital.

86. Money placed on loan ought to bring a little more than the
revenue of landed estates acquired with an equal capital.

The person who lends money on interest, enjoys it even more
peaceably and freely than the possessor of land, but the insolvency
of his debtor may cause him to lose his capital. He will not there-
fore content himself with an interest equal to the revenue of the
land which he might buy with the same capital. The investment
of money lent must consequently be larger than the revenue of an
estate purchased with the same capital; for if the lender found an
estate for sale with a revenue equal to the interest, he would prefer
this way of using it.

87 Money invested in agricultural, manufacturing or com-
mercial enterprises, is bound to bring more than the interest of
money on loan.

For a like reason, money employed in agriculture, in industry or
in commerce, ought to produce a more considerable profit than the
revenue of the same capital employed in the purchase of estates, or
the interest of money placed on loan; for since these employments
require, in addition to the capital advanced, much care and labor,
if they were not more lucrative, it would be more advantageous to
secure an equal revenue which might be enjoyed without having to
do anything. It is necessary then, that, besides the interest of the cap-
ital, the entrepreneur should draw every year a profit to recompense
him for his care, his labor, his talents and his risks, and to furnish
him in addition that with which he may replace the annual wear
and tear of his advances, which he is obliged from the very first to
convert into effects which are liable to deterioration and which are,
moreover, exposed to all kinds of accidents.
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88. However, the products of these different employments are
limited by each other, and notwithstanding their inequality, pre-
serve a kind of equilibrium.

The different uses of the capitals produce, therefore, very
unequal products; but this inequality does not prevent them from
having a reciprocal influence on each other, nor from establishing a
kind of equilibrium amongst themselves, like that between two lig-
uids of unequal gravity, which come into contact with each other at
the base of an inverted siphon, of which they fill the two branches;
they will not be on a level, but the height of the one cannot increase
without the other also rising in the opposite branch.

Suppose that suddenly, a very great number of proprietors of
estates wish to sell them: it is obvious that the price of estates will
fall, and that with a less sum a larger revenue may be acquired; this
cannot happen without the interest of money rising, for the own-
ers of money would choose rather to buy estates, than to lend
at an interest which was no higher than the revenues of the lands
they could purchase. If; then, the borrowers want to have money,
they will be forced to pay a greater rate. If the interest of money
becomes higher, people will prefer lending it to using it in a more
toilsome and hazardous fashion in enterprises of agriculture, indus-
try and commerce, and they will only enter those enterprises which
will produce, besides the wages of their labor, a profit much greater
than the rate of interest on money placed on loan. In short, as soon
as the profits resulting from an employment of money, whatever it
may be, increase or diminish, capitals turn in that direction or with-
draw from other employments, or withdraw and turn toward other
employments; and this necessarily alters in each of these employ-
ments, the relation between the capital and the annual product.
Generally, money invested in landed property does not bring in as
much as money placed on loan; and money placed on loan brings
less than money employed in enterprises involving labor; but what-
ever be the way in which money is employed, its product cannot
increase or decrease without all the other employments experiencing
a proportionate increase or decrease.
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89 The current interest of money is the thermometer by which
the abundance or scarcity of capitals may be judged; it is the mea-
sure of the extent to which a nation can expand its enterprises of
agriculture, manufacture and commerce.

Thus the current interest of money placed on loan may be
considered as a kind of thermometer of the abundance or scarcity
of capitals in a nation, and of the extent of the enterprises of every
kind on which she may embark: it is evident that the lower the inter-
est of money is, the higher is the value of landed estates. A man that
has fifty thousand livres in rent, has a property worth only one mil-
lion, if estates are sold at the twentieth penny; he has two million,
if land is sold at the fortieth penny. If the interest is at 5 per cent all
uncleared land whose produce would not yield 5 per cent over and
above the replacement of the advances, and the recompense of the
care of the cultivator, would remain uncultivated. No manufacture,
no commerce will exist if they will not bring in 5 per cent over and
above the wages of the entrepreneur’s exertions and risks. If there is
a neighboring nation in which the interest stands only at 2 per cent,
it will not only carry on all the branches of commerce, from which
the nation where interest is at 5 per cent finds itself excluded, but
moreover, as its manufacturers and merchants can content them-
selves with a lower profit, they will place their goods on all markets
at a much lower price, and will draw to themselves the almost exclu-
sive trade in all those commodities of which the trade is not retained
(by exceptional circumstances or by the excessive cost of carriage),
for the commerce of the nation where money is worth 5 per cent.

90. Influence of the rate of interest of money on all lucrative
enterprises.

The price of interest may be looked upon as a kind of level,
beneath which all labor, agriculture, industry and commerce come
to an end. It is like a sea spread over a vast area; the summits of the
mounts rise above the waters, and form fertile and cultivated islands.
If this sea happens to flow back, in proportion as it descends, first
the slopes, then the plains and valleys appear, and are covered with
productions of every kind. It is enough that the water rises or falls
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a foot to inundate immense tracts, or throw them open to cultiva-
tion. It is the abundance of capitals which animates all enterprises,
and the low interest of money is at the same time the effect and the
index of the abundance of capitals.

9 1 . The total wealth of a nation consists: firstly, in the net rev-

enue of all landed estates, multiplied by the rate at which land is
sold; secondly, in the sum of all moveable wealth existing in the
nation.

Landed estates are equivalent to a capital equal to their revenue
multiplied by the current penny at which lands are sold. Thus if we
add the revenue of all lands, that is, the net revenue they render to
the proprietors, and to all those that share in the property, such as
the Lord that levies a rent, the curate that levies the tithe, the sov-
creign that levies the tax; if, I say, we should add all these sums, and
multiply them by the rate at which lands are sold, we would have
the sum of all the wealth of a nation in landed estates. To obtain
the whole of a nation’s wealth, the moveable wealth ought to be
added, which consist in the sum of capitals employed in enterprises
of agriculture, industry, and commerce, which never come out of
them (because) all advances, in any kind of enterprise, must con-
tinually return to the entrepreneurs, to be reinvested in the enter-
prises, which could not continue without them. It would be a very
gross error to confound the immense mass of moveable wealth with
the mass of money that exists in a State; the latter is but a very small
thing in comparison. To be convinced of this, we need only remem-
ber the immense quantity of cattle, utensils and seed which consti-
tute the advances of agriculture; of raw materials, tools, furniture
and merchandise of every kind which fill the workhouses, shops,
and warehouses of all manufacturers, merchants and traders, and it
will be plain that in the totality of wealth, both landed or moveable,
of a nation, the specie makes but a very small part. But all wealth and
money are continually exchangeable, they all represent money, and
money represents them all.
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92. The sum of capitals on loan cannot be included in this with-
out double counting.

The amount of capitals which are placed on loan must not be
included in the calculation of the wealth of the nation; for these
capitals can only have been lent either to proprietors of estates, or to
entrepreneurs who invest them in their enterprises, since only these
two kinds of people can answer for that capital, and pay the interest;
a sum of money lent to people who have neither estate nor industry,
would be a dead capital, and not an active one. If the proprietor of
an estate of four hundred thousand francs borrows a hundred thou-
sand, his land is charged with a rent that diminishes his revenue in
a like proportion, and if he should sell his property, out of the four
hundred thousand francs he would receive, a hundred thousand
would belong to the creditor. The capital of the lender would, there-
fore, in the calculation of existing wealth, be a repetition of an equal
part of the value of the land. The land is always worth four hundred
thousand francs: when the proprietor borrows a hundred thousand
francs, this does not make it five hundred thousand francs; it only
brings about that out of the four hundred thousand francs, a hun-
dred thousand belong to the lender and that there remains no more
than three hundred thousand francs for the borrower.

The same double counting would take place if the total sum
of capitals were to include the money lent to an entrepreneur to be
employed in the advances of his enterprise; for this loan does not
increase the total sum of advances necessary for that enterprise. It
only brings about that that sum, and the part of the profits which
represent its interest, belong to the lender. Whether a merchant
employs ten thousand francs of his own property in his trade and
takes the whole profit, or whether he has borrowed these ten thou-
sand francs from another to whom he pays interest, contenting him-
self with the surplus of the profit, and the wages of his industry,
there are never more than ten thousand francs.

But if we cannot include in the calculation of the wealth of
a nation the capital which corresponds to the interest of money
placed on loan without counting it twice over, we ought to include

the other kinds of moveable property, which, though they were
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originally an object of expenditure, and do not bear any profit,
become, however, by their durability, a true capital which is contin-
ually accumulated, and which, when required, may be exchanged
for money, making, as it were, a reserve fund which may return into
commerce and, when desired, make up for the loss of other capitals.
This includes the furniture of every kind, jewels, plate, paintings,
statues, ready money shut up in the chests of misers: all these things
have a value, and the sum of all these values may reach a consider-
able amount in rich nations. Yet be it considerable or not, it is still
true that it must be added to the sum of the prices of landed estates,
and to that of the advances circulating in enterprises of every kind in
order to make up the sum total of the wealth of a nation. Besides it
is superfluous to say that, though it is casy to define, as has just been
done, of what consists the sum of the wealth of a nation, it is prob-
ably impossible to discover to how much it amounts, unless some
rule be found to determine the proportion of the total commerce
of a nation, to the revenue of its land: a thing perhaps feasible, but
which has not yet been executed in such a manner as to dispel all

doubts.

93. In which of the three classes of society the capitalists who are
lenders of money are to be included.

Let us now see how what we have just discussed about the dif-
ferent ways of employing capitals, agrees with what we have estab-
lished before about the division of all the members of society into
three classes, the productive class or that of cultivators, the industrial
or commercial class, and the disposable class, or that of proprietors.

94 The capitalist lender of money belongs to the disposable
class as far as his person is concerned.

We have seen that every rich man is necessarily owner either
of a capital in moveable wealth, or of an estate in land equivalent
to a capital. Every landed estate is the equivalent of a capital; con-
sequently every proprietor is a capitalist, but not every capitalist is
a proprietor of a landed estate; and the owner of a moveable capi-
tal may choose whether to use it in acquiring a landed estate, or to
invest it in the enterprises of the agricultural class, or the industrial
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class. The capitalist who has become an entrepreneur in agriculture
or industry, is no more of the disposable class either as regards him-
self or his profits, than the mere workmen in those two classes; they
are both set aside for the carrying on of their enterprises. The capital-
ist who confines himself to lending money, lends it either to a pro-
prietor, or to an entrepreneur. If he lends it to a proprietor, he seems
to belong to the class of proprictors, and he becomes part-owner of
the property; the revenue of the land is assigned to the payment of
the interest of his loan, the value of the estate is pledged to provide
security for his capital to its full amount. If the lender of money has
lent to an entrepreneur, it is certain that his person belongs to the
disposable class; but his capital is sunk in the advances of the enter-
prise, and cannot be withdrawn without injuring the enterprise,
unless it is replaced by a capital of equal value.

95 The interest drawn by the lender of money is disposable so
far as the use he can make of it is concerned.

Indeed, the interest he draws from that capital seems to be dis-
posable, since the entreprencur and the enterprise can do without it;
and it seems also that we may conclude from this, that in the profits
of the two working classes, there is a disposable portion, namely, that
which corresponds to the interest of the advances, calculated at the
current rate of interest of money placed on loan. It appears also that
this conclusion is in conflict with what we have said before, that only
the class of proprietors had a revenue properly so called, a disposable
revenue, and every member of the two other classes had only wages
and profits. This deserves some explanation. If we consider the thou-
sand écus received annually by a man who has lent sixty thousand
francs to a merchant, in relation to the use he may make of them,
it cannot be doubted that they are absolutely disposable, since the
enterprise can do without them.

96 The interest of the money is not disposable in this sense, that
the State can, without harm, appropriate part of it for its wants.
But it does not follow that they are disposable in the sense
that the State can, with impunity, appropriate part of them for
the public wants. Those thousand écus are not a return which
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agriculture or commerce bestows gratuitously on the person who
has made the advances, it is the price and the condition of these
advances, without which the enterprise could not be carried on. If
this return is diminished, the capitalist will withdraw his money,
and the enterprise will come to an end. This return ought then to
be inviolable, and enjoy an entire immunity, because it is the price
of an advance made for an enterprise, without which the enter-
prise could not go on. To encroach upon it, would cause an aug-
mentation in the price of advances in all enterprises, and conse-
quently, diminish the enterprises themselves, that is, agriculture,
industry and commerce.

This answer should lead us to conclude, that if we said that the
capitalist who had lent money to a proprietor, appeared to belong
to the class of proprietors, this appearance had something equivo-
cal about it which needed to be unraveled. In fact, the strict truth
is that the interest of his money is no more disposable, that is, is no
more capable of being encroached upon, than the money lent to the
entrepreneurs in agriculture, and commerce. This interest is equally
the price of a free agreement, and cannot be encroached upon with-
out altering or changing the price of the loan; now, it matters little
to whom the loan has been made; if the price changes or increases
for the proprietor of lands, it will also change or increase for the cul-
tivator, the manufacturer, and the merchant. In short, the capitalist
lender of money ought to be considered as a dealer in a commod-
ity absolutely necessary for the production of wealth, which cannot
be at too low a price. It is as unreasonable to burden this commerce
with a tax as it would be to lay a tax on a dunghill which serves to
manure the land. Let us conclude from this, that the person who
lends money belongs properly to the disposable class as to his per-
son, because he has nothing to do, but not as to the nature of his
wealth, whether the interest of his money is paid by the proprietor
of land, out of a portion of his revenue, or whether it is paid by an
entrepreneur, out of the part of his profits designed to pay the inter-
est of his advances.
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97. Objection.

It will undoubtedly be replied, that the capitalist may indif-
ferently either lend his money, or employ it in the purchase of an
estate; that in either case he draws only an equal price for his money,
and that, whichever way he has employed it, he ought none the less
to contribute to the public charges.

98 Answer to the objection.

In the first place, I answer that in fact, when the capitalist has
purchased an estate, the revenue is the equivalent to him of what he
would have drawn from his money by lending it; but there is this
essential difference with respect to the State, that the price which he
gives for his land does not contribute in any respect to the revenue it
produces. It would not have yielded a smaller revenue, if he had not
purchased it. The revenue, as we have already explained, consists in
what the land produces, beyond the wages of the cultivators, their
profits, and the interest of their advances. It is not the same with the
interest of a loan; it is the very condition of the loan, the price of the
advance, without which neither the revenue nor the profits which
serve to pay it, would exist.

[ answer, in the second place, that if the lands alone were bur-
dened with the contribution to the public charges, as soon as that
contribution would be regulated, the capitalist who purchased these
lands would not reckon in the interest of his money that part of the
revenue which is set aside for this contribution; just as a man who
now buys an estate, does not buy the tithe which the curate receives,
but only the revenue which remains after the tithe is deducted.

99. There exists no truly disposable revenue in a state except the
net product of land.

We see by what has been said, that the interest of money lent is
taken from the revenue of lands, or from the profits of agricultural,
industrial and commercial enterprises. But we have already shown
that these profits themselves were only a part of the produce of lands;
that the produce of land is divided into two portions; that the one
was designed for the wages of the cultivator, for his profits, for the
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return and interest of his advances; and that the other was the share
of the proprietor, or the revenue which the proprietor expended at
his pleasure, and from which he contributed to the general expenses
of the State. We have demonstrated, that what the other classes of
society received, was merely the wages and profits paid either by the
proprietor from his revenue, or by the agents of the productive class
from the part destined for their needs, and which they are obliged
to purchase from the industrial class. Whether these profits be dis-
tributed in wages to the workmen, in profits to entrepreneurs, or in
interest on advances, they do not change in their nature, and do not
increase the sum of the revenue produced by the productive class
over and above the price of its labor, in which the industrial class
shares only to the extent of the price of its labor.

It therefore remains true that there is no revenue save the net
product of land, and that all other annual profit is paid, either by
that revenue, or forms part of the expenditure that serves to produce
the revenue.

100. The land has also furnished the whole amount of moveable

wealth, or capitals in existence, which are formed only by part of
its produce being saved every year.

Not only is it true that there does not exist, nor can exist, any
other revenue than the net product of land, but it is also the earth
that has furnished all capitals that form the total of all the advances
of agriculture and commerce. It has produced, without cultivation,
the first rude advances indispensable to the earliest labors; all the rest
are the accumulated fruits of the thrift of successive ages since men
began to cultivate the earth. This thrift undoubtedly takes place not
only out of the revenues of proprietors, but also out of the profits of
all the members of the working classes. It is even generally true, that,
although the proprietors have a greater surplus, they save less; for, as
they have more leisure, they have more wants, and more passions;
they regard themselves as more assured of their fortune; and think
more about enjoying it contentedly, than about increasing it: luxury
is their lot. The wage-receivers, and especially the entrepreneurs of
the other classes, receiving profits proportionate to their advances,
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talents and activity, have, though they do not possess a revenue
properly so called, a surplus beyond their subsistence; and almost
all of them, devoted as they are to their enterprises, and occupied
with increasing their fortune, removed by their labor from amuse-
ments and expensive passions, save all their surplus, to invest it again
in their enterprise, and to increase it. Most of the entrepreneurs in
agriculture borrow little, and they almost all invest only their own
funds. The entrepreneurs of other employments, who want to con-
solidate their fortunes, strive to attain the same position, and, unless
they have great ability, those who carry on their enterprises on bor-
rowed funds, run great risk of failing. But, although capitals are
formed in part by saving from the profits of the working classes, yet,
as those profits always come from the earth, since they are all paid,
either from the revenue, or from the expenses that are used to pro-
duce the revenue, it is evident that the capitals are derived from the
carth just like the revenue, or rather, that they are but an accumula-
tion of a part of the values produced by the earth, which the propri-
etors of the revenue, or those who share it, are able to accumulate
every year, without using it for the satisfaction of their wants.

101. Although money is the immediate object of saving, and
is, so to speak, the first material of capitals when they are being
formed, yet specie forms an almost inappreciable part of the sum
total of capitals.

We have seen that money forms scarcely any part of the sum
total of existing capitals, but plays a great part in the creation of
capitals. In fact, almost all savings are made only in money; it is in
money that the revenues return to the proprietors, that the advances
and profits return to the entrepreneurs of every kind; it is therefore
from money that they save, and the annual increase in capitals takes
place in money; but all the entrepreneurs make no other use of it
than to convert it immediately into the different kinds of effects on
which their enterprises depend; thus, this money returns to the cir-
culation, and the greater part of capitals exist only in effects of dif-
ferent kinds, as we have already explained above.






Letter to 'Abbé de Cicé, since then
Bishop of Auxerre, on the
Replacing of Money by Paper.
Also Known as the “Letter on Paper-Money”

Turgot responds to a defense of John Law’s sys-
tem against the argument that it is all right
for the state to go into debt, because merchants’
expenses very often exceed their capital, Tur-
got responds that merchants earn a profit on their
expenses; from this profit, they are able to repay
their debt. The state, by contrast, engages in no pro-
ductive activities and its debt is a drain on the popu-
lation. When the state goes into debrt, it will often
issue paper money. This serves no purpose. Any
amount of gold or silver is adequate for all the trans-
actions in the economy, because prices adjust in
accord with the total amount of the monetary com-
modity. If the state tries to introduce paper money
de novo to replace a commodity standard, it will
be unsuccessful, because there will be no means for
people to know how goods should be priced in the
new money. Paper money can only be successful if it
can be compared with existing commodity money.
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Letter to TAbbé de Cicé, since then

Bishop of Auxerre, on the
Replacing of Money by Paper.
Also Known as the “Letter on Paper—Money”

Paris, 7 April 1749

avail myself of the first free time which has come along to
write to you.!

You are well aware that the seminary is not a place of
comfort, and you know also that it is not one which can
compensate me for the pleasure of seeing you.

Here we are already reduced to conversing from a
distance. I have by no means forgotten my promises, and, to start
immediately on some matters which merit our attention, I shall tell

you that I have read the three letters, published by l'Abbé Terrasson

1 This passage was apparently changed by du Pont de Nemours, and should read as follows:
“The duties with which we are burdened have prevented me to write until today, my dear
friend, and I avail myself of the first free time available. Undoubtedly, you yourself are also
very busy, as much with the duties of holy week as with your visits to town. At least, I've
seen a letter from PAbbé Véri where he indicated that his company at Bourges was good as
well as numerous; I request you to give my regards to all, but especially to him; that could
alleviate the boredom caused by being away from Paris and refresh you after the hardships
of study and the important matters you would like to discuss. As for me, my dear friend,
you fancy that the seminary isnt a place of comfort, but you know also that there is noth-
ing which can compensate me for the pleasure of seeing you, and of embracing you as fre-
quently as my affection desires.”

69
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in favor of Law’s system, some days before the famous decree of the
21st of May, 1720, which, as you know, covered it with ridicule.?

Part of these writings deals with “rentes constituées® which, he
maintains, are usurious. His reasoning contains some truth, some
falsity, and nothing profound. He knows nothing of the origin of
interest on money, nor of the way in which this is produced through
labor and circulation, but he shows quite clearly that the Parliament,
in its remonstrances about the falling value of the funds, was even
more ignorant than he himself.

The remainder of the work deals with credit and its nature, and
as this is the foundation of the system, or rather, is the whole system,’
I will give you an account of the reflections that occurred to me
while reading it. I believe that the principles which he expounds are
those of Law himself, since he was undoubtedly writing in harmony
with him; and consequently I cannot help thinking that Law had
neither a sufficiently certain nor a sufficiently extensive insight for

the work which he had undertaken.

“Firstly,” says ’Abbé¢ Terrasson at the beginning of his sec-
ond letter, “it is an accepted commercial axiom that the credit of a
well-managed merchant amounts to ten times his capital.” But this
credit is not a credit of banknotes as that of Law’s bank. A merchant
who desires to purchase merchandise worth ten times his capital,
and who pays in bills payable to the bearer, would soon be ruined.
The true meaning of this statement is as follows. A merchant bor-
rows a sum of money in order to invest it to good account, and not
only does he derive from this sum enough to pay the agreed inter-
est and to repay the principal at the end of a certain period, but

2 L'Abbé Jean Terrasson (1670-1750) in 1720 published three letters in the Mercury in
which he defended John Law’s financial system against the criticism of D’Aguesseau. Two
of these letters were later published in pamphlet form under the title, Leztres sur le nouvean
systéme des finances, (Paris: 1720).

3 Rentes constituées: annuities in the National Debt. As Turgot pointed out, nearly the
whole of Terrasson’s first letter is devoted to this subject.

4 Le., Law’s system of banking, credit and public finance which operated in France from
1716-1720. Law described the theory behind his system of credit in his Money and Trade
Considered with a Proposal for Supplying the Nation with Money (1705).
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also considerable profits for himself. This credit is not founded on
the property of this merchant, but on his integrity and industry,
and it necessarily assumes an exchange for a fixed term, arranged in
advance; for if these bills were payable at sight, the merchant would
never be able to invest the money which he borrowed. It is therefore
inconsistent that a bill payable at sight should bear interest, and a
credit of this nature could not exceed the capital of the borrower.
Thus the profit which the merchant makes through his credit, and
which is claimed to be ten times what he would make with his own
funds, comes solely from his industry; it is a profit which he draws
from the money which passes through his hands by means of the
confidence caused by his punctuality in repaying it, and it is ridicu-
lous to conclude from this, as I believe I read in Du Tot, that he is
able to draw bills for ten times the money or assets he owns.

Observe, that the king derives no interest from the money he
borrows: he needs it either to pay his debts, or for the expenses of
the kingdom; consequently he is able to refund it only by taking
from his domain, and it follows that he ruins himself if he borrows
more than he owns. His credit resembles that of the clergy. In short,
all credit is a loan and has a necessary relationship to its repayment.
The merchant can borrow more than he owns, because it is not from
what he owns that he pays both interest and principal, but from the
merchandise which he buys with the borrowed money, and which,
instead of dwindling in his hands, increases in price through his
industry.

The state, the king, the clergy, the provincial estates, whose
needs consume their loans, necessarily ruin themselves if, every year,
their revenue is not sufficient to pay, besides their current expenses,
the interest and part of the principal of what they have borrowed in
times of exceptional needs.

L’Abbé Terrasson thinks very differently. According to him “#he
king can greatly exceed the proportion of tenfold to which merchants
and private persons are bound.” “The bill of a merchant,” he says,
“since it can be refused in commerce, does not circulate like money
and consequently returns quickly to its source; its drawer finds him-

self obliged to honor it, and is deprived of the benefit of the credit.
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It is different with the king: since everybody is obliged to accept his
bill, and since it circulates like money, he validly pays with his own
promise.” This doctrine is obviously an illusion.

If the bill is worth money, why promise to pay? If the bill takes
the place of money, it is no longer credit. Law was conscious of this,
and he states that his circulating paper is really a type of money; he
maintains that it is as good as that of gold and silver. “These two
metals,” says ’Abbé Terrasson, “are only the tokens which stand for
real wealth, i.e., commodities. Az écu is a bill conceived in these terms:
Any seller will give the bearer the produce or commodity which he needs
to the amount of three livres, for that same value of another commod-
ity which has been given up to me, and the effigy of the prince takes the
place of a signature. Now what does it matter whether the token is sil-
ver or paper? Wouldn't it be better to choose a material which costs
nothing, which does not have to be taken out of commerce where it
is used as merchandise, which is indeed manufactured in the king-
dom and which does not necessarily make us dependent on the for-
cigners and proprictors of mines who profit greedily from the entice-
ment which the glitter of gold and silver holds for the other nations;
a material which one can increase according to need, without ever
fearing its deficiency, which, indeed, one would never be tempted
to put to any use other than circulation? Paper has all these advan-
tages, which make it preferable to silver.” If all these reasonings were
correct, this would be as good as the philosophers’ stone; for there
would never be any shortage of either gold or silver to buy all sorts
of goods. But was it permissible for Law to ignore that gold, like
everything else, lowers its price by its increase? If he had read and
studied Locke,’ who had written twenty years before him, he would
have known that all the commodities of a State are always balanced
among themselves and with gold and silver, in accordance with the
proportion of their quantity and their vent; he would have learned
that gold has no intrinsic value which always corresponds to a fixed
quantity of merchandise; but that, when there is more gold, it is

5 Le., John Locke, Some Considerations on the Consequences of the Lowering of Interest and
Raising the Value of Money which was first published in London in 1691.
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cheaper, and more of it is given for a fixed quantity of merchandise;
that gold, therefore, when it circulates freely, is always sufhicient to
meet the needs of the State, and that it matters little whether there
are 100 million marks or one million, if all commodities are pur-
chased more dearly in the same proportion. It would, be ridiculous
to imagine that money is only token wealth, the repute of which is
based on the stamp of a prince.

This stamp is only there to certify its weight and standard. In
their respective relation with commodities, uncoined silver is at the
same price as coined silver, the legal value is purely a name. This is
what Law ignored when he established the bank.

It is thus as merchandise that silver is, not the token, but the
common measure of other commodities, and this is not by an arbi-
trary convention based on the glitter of this metal, but because
its value may always be ascertained, since it can be used in various
shapes as merchandise, since it has, on account of this property, an
exchange value, which is slightly raised by its use as money as well,
and since it is, moreover, convertible to the same standard, and accu-
rately divisible.

Thus gold draws its value from its scarcity, and far from it being
an evil that it is used both as ordinary merchandise and as a measure
at the same time, these two uses maintain its price.

I assume that the king can establish a system of paper money,
although this would not be easy in spite of all his authority: let us
examine what will be gained thereby. Firstly, if he increases its quan-
tity he will debase it thereby; and as he reserves the power to increase
it, it is impossible that the people would consent to give their wares
at a nominal price, for a bill which a stroke of the pen can lower in
value. “But,” says 'Abbé Terrasson, “the king, in order to keep his
credit, has an interest in restricting the paper within just bounds,
and this interest of the prince is sufficient to build up confidence.”
What will these just bounds be, and how are they to be determined?
Let us follow the system in all the different assumptions which can
be made, and see what will be its soundness relative to its usefulness
in each case.
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At first I observe that it is absolutely impossible that the king
should substitute the use of paper for that of gold and silver. The
actual gold and silver, to consider them simply as tokens, are in fact
distributed among the people by their very circulation, according
to the proportion of commodities, industry, land and real wealth of
each private person, or rather of the income derived from his wealth
compared with his expenditure. Now this proportion can never be
known, as it is hidden, and varies continually through new circu-
lation. The king is not going to distribute his paper-money to each
according to his possessions of gold money simply by prohibiting
the use of the latter in commerce; it is essential that he draws the
gold and silver from his subjects to himself, giving them his paper in
place of it, and he is able to do this only by giving them his paper as
representative of money. To make this clear, you only have to substi-
tute a commodity for money, and see if the prince would be able to
give paper for grain, if it would be accepted if he were never obliged
to give anything else. Certainly not, then the people would not take
it; and if attempts were made to force them, they would justly say
that their grain is taken without payment. Thus the bank-notes used
to announce their value in terms of silver; by their nature they were
subject to repayment; and all credit is repayable, because people are
loath to give silver for paper. That would be to put their fortune at
the mercy of the prince as I will show below.

It is a point of theory and experience alike that the people will
never receive paper other than as representative of, and therefore,
convertible into, silver.

One of the ways, and perhaps the only one, in which the king
would be able to draw the silver to himself through exchange, would
be to receive his bills conjointly with silver, and to give out only bills
while keeping the silver. Then he would choose between these two
things: either to have this silver melted for use as merchandise and
to reduce his subjects to the use of paper; or to allow silver and paper
to circulate conjointly, both representative of one another.

I begin by examining this last hypothesis. Well then, I assume
that the king puts a certain quantity of paper into commerce, equal
to that of silver (Law wanted to put in ten times more): as the total
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quantity of tokens must always balance with the total quantity of
commodities, which is always the same, it is evident that the tokens
would halve in value; or, what is the same thing, that the commodi-
ties would double. But independently of their capacity as tokens of
value, gold and silver have a real value as merchandise; a value which
is also balanced with the other commodities proportionally to the
quantity of these metals, and which, on the contrary, they do not
lose through their capacity as money. That is to say, their value, as
metals, will balance with more merchandise than the paper with
which they are balanced as money. And since, as I will show below,
the king is continually obliged to increase the number of his bills,
if he does not wish to render them useless, this disproportion will
increase to the point where the specie will no longer be reciprocally
convertible with paper, which will be discredited daily, while sil-
ver maintains its value always, and will balance itself with the same
quantity of goods. Now, as soon as the bills are no longer recipro-
cally convertible into silver, they have no longer any value, and this
is what I am going to prove by examining the other assumption,
which is that the king completely reduces his subjects to the use of
paper-money.

I have already remarked that this has a general inconvenience,
which is, that, since the quantity is arbitrary, there can never be any
sure basis for its balance with commodities. While the legal value of
money changes with its weight, it is always in the same proportion.
But in the case of paper as sole legal tender, nothing is fixed, noth-
ing ensures that the bills are of the same legal sum, neither greater
nor smaller, as all the silver which used to be in the kingdom. And
even if, by assumption, they were given all the confidence imagin-
able, if the bills were doubled, the commodities would rise propor-
tionately, etc.

Firstly, it is therefore not true that the system is, as Abbé Ter-
rasson puts forward, a means of always having enough tokens of the
commodities for the expenses which are made, since it is equally
contradictory that there should not be enough silver to counterbal-
ance the commodities, and that it should be possible to have too
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much of it, since the price of the commodities is related to the rela-
tive scarcity of silver, and is simply the expression of that scarcity.

In the second place, the benefit which the king will derive from
the system will be only a transient one during the creation of the
bills, or rather, during their increase, but it will vanish very quickly,
since the commodities will increase in price in proportion to the
number of bills.

I can see what the retort will be: “There is,” it will be said, “a
difference with the pure increase of legal values by which specie
increases in the hands of all the private persons among whom it cir-
culates, and which affects nothing but the debts fixed in legal value.
But when it is a question of the bills of the State, the increase is left
entirely in the hands of the king who thereby creates wealth for him-
self according to his needs, and who, by putting the bills into circula-
tion only while depreciating them, has already drawn from them all
the profit when, through their circulation, these bills begin to raise
the price of commodities.”

What happens next? The king will be able, by thus creating bills
for his needs, to exempt his people entirely from taxes, and to incur
much more considerable expenses. It will be enough simply to know
(and this is easily calculated) in what progression the number of bills
must be increased each year; for it is evident that since those of the
preceding year will have increased the price of commodities and bal-
anced themselves with them, it will be necessary, in order to incur
the same expenses, to make many more of them in the second year,
following a progression which will again increase as the expenses
take on a higher nominal value. In general, it is necessary always to
keep the same proportion between the total sum of old bills and
that of new bills, a quarter, for example.

Let us follow this hypothesis and consider its advantages and
disadvantages. We will then draw some conclusions.

1. T acknowledge that, by this means, the king, while giving bills
to his subjects for their commodities, bills which are not equivalent
to goods, which would in any case be making use of their welfare,
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would at least save them the charges and vexations which increase
the quantity and burden of taxation.

2.Tam not very sure how one would be able to know if this aid
which the king draws from his subjects would be paid by all in pro-
portion to their wealth. It is evident that if the merchant, who has
received the king’s bill, obtains for it only the price which it must
have in its circulation with the total of bills whose number it has
increased, then in this case, those with whom the king deals directly
would alone carry the burden of the tax.

The answer to this question depends on a fairly complicated
problem, which is as follows: when and how, through circulation,
does a new sum of silver come to balance itself with the total mass of
commodities?—TIt is clear that it is only through being successively
offered for the purchase of various commodities, that it comes to
raise the price for the public and to lower its own price. When those
who have received the silver of the king, spend it, it has not yet cir-
culated and thus the commodities are not yet raised in price; it is
only by passing through several hands that it succeeds in raising the
price of all of them. It appears from this, that although nothing very
precise can be said about this, it is, all the same, likely that the loss
would spread itself fairly uniformly over all private persons, i.c., that
they would all be discontented, and not unreasonably so.

It is known, through the money registers, that since the general
recoinage® of 1726, 1,200 million worth of coin has been manufac-
tured in France; what the foreigners have manufactured balances
itself with what has left the kingdom due to the needs of the State.
1,200 million may thus be taken as a rough estimate. The revenue
of the king is approximately 300, or a quarter. The king, therefore
in order to provide for his necessary expenditure, needs a quarter
of the total mass of legal value existing in the state and distributed
in the circulation. In the case where the king creates all his revenue
for himself; as in the case of the philosophers’ stone or of the bills

6 A declaration of 15 June 1726 stabilized the coinage of France by making 1 marc in gold
the equivalent of 740 livres, 9 sols, 1 denier, and 1 marc in silver the equivalent of 51 livres,
3 sols, 3 deniers. This value lasted till 1785 when the coinage was further debased.
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which are increased arbitrarily, since at the moment of multiplica-
tion the commodities have not yet increased in price, he would not
be forced to make a greater increase. In the first year the total of bills
will then be:

a
a + — = 1200 + 300 = 1500
4

The second year:

a
S 1500
a = 1500 +

= 1975

and so on. ...

(It is unfortunate that the remainder of this letter has been lost, but
what has just been read of its shows that the young seminarist, at less than 22
years of age, had some very sound ideas on political economy in 1749. [Note
by du Pont de Nemours.])



Remarks on the Notes
to the Translation of Josiah Child

I urgot suggests that high interest rates encour-
age lending; but if this process is used to build

up a large fortune, people who have accumulated
it will after a while tend to dissipate it in spending
on luxuries. Efforts by the state to regulate interest
reflect an undue partiality to consumers. In general,
regulation of the economy is unnecessary. The fear
of loss of reputation will operate as an incentive to
manufacturers to fulfill what they promise. Large
amounts of military spending by a state are undesir-
able. If it is argued that small states such as Genoa
and Venice need heavy spending on the military to
defend themselves, the answer is that such expendi-
tures would not be sufficient to prevent invasion by
a larger state. These expenditures are thus useless.







CHAPTER3

Remarks on the Notes
to the Translation of Josiah Child

(Effects of High Interest.) I am not sure whether it is cor-

rect to say that a high rate of interest impedes the cir-

culation of money and that by making it liable to a

charge, it compels us as it were to bury it by converting

it into hoards or into plate. On the contrary, it appears

at first glance that the higher is the rate of interest on

money, the less of an encumbrance it should be for people, because
it is a good’s low price that renders it troublesome to the owner.
Thus if the opulent rentier invests his money in plate and jewels,
it is not because opportunities for lending are wanting, but rather
because they are on too easy terms, because people grow rich in too
little time, because they soon prefer the pleasure of spending what
they have acquired to that of increasing their wealth. Thrift last-
ing for some years is sufficient to restore a family’s fortune; this is
followed by dissipation and by the enormous extension of luxury.
Luxury is the fruit of the excessive inequality of wealth and idle-
ness. Now, the high rate of interest of money causes the inequality
of wealth because money attracts money and absorbs all the profits

Written 1753-1754. This translation is the one that was published with the title: Traité

sur le commerce et les avantages qui résultent de la réduction de I'intérét de Iargent, by
Josiah Child, bart., Avec un petit traité contre l'usure by Sir Thomas Culpeper (the Elder),
translated from the English, Amsterdam and Betlin, 1754. This translation was the work of
Vincent de Gournay and Butel-Dumont, and was to be accompanied by extensive notes of
which Gournay, in the autumn of 1752, had already edited the greater part, but the Con-
troleur-général did not permit their publication. These notes have unfortunately been lost.
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of industry. It produces idleness because it offers an easy means of
growing rich without working.

The high rate of interest of money therefore increases the
opportunities for lending, but it produces luxury and luxury causes
these opportunities to be scorned.

2. The Grain Trade.

The examples of Holland, Genoa, and Venice, where the State
is without power and poor, even though the private citizens are rich,
are not at all applicable to the question of the interest of money,
since it is lower in these republics than in any other state of Europe.

Genoa and Venice are weak states relative to the more power-
ful states which surround them. I do not know whether the pro-
portion between public revenue and military power and the extent
of their territory and the state of their commerce is the same as in
the majority of other states in Europe. If this proportion is smaller,
I believe that it is proper to praise their governments for it; for apart
from the fact that it has not been decided that it is too considerable
in many of the more powerful states, no matter how much these
republics would burden their subjects with taxes, they would be no
more capable of resisting their neighbors because of it, and the peo-

ple would be unhappy to no purpose.

With regard to Holland, it is far from true that the State is poor
or weak relative to its size; it is true that the resilience of the govern-
ment is weakened at present by the enormity of the public debt and
by the changes which have occurred in the constitution of the State,
but the Dutch have only their own imprudence to blame, and the
wars in which they have involved themselves when blinded by their
prosperity. The weakening of Holland is, moreover, a necessary con-
sequence of the increase in the commerce of other states.

I should be sorry if the difference in the rate of interest between
France and England is the cause of the difference in thinking on the
subject of the grain trade; for it would be certain to be made into an
argument against the freedom of this trade, on the pretext that the
foreigners would profit from this difference by taking all our grain
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in times of abundance in order to sell it back to us in times of fam-
ine, with a profit of which the nation would be deprived.

3. The Rate of Interest.

L. In truth, I believe that our prejudices in this matter have a dif-
ferent origin. In the setting up of all the legislation dealing with corn,
the cries of the consumers have been heeded to the exclusion of the
needs of the cultivators. This manner of thinking has arisen in the
republics where the sovereignty resides with the people of the cit-
ies, because the city dwellers are consumers only. The fear of sedition
and the influence of the people’s clamoring on timid magistrates
who always observe the towns more intimately than the country
side, has perpetuated it in nearly all the cities of Italy: corporations
have the exclusive charter in corn and oil, which they supply to the
people at a price fixed by the government and invariable. Our legis-
lators have adopted the dispositions of Roman Law in this matter,
and conform in this to popular demands. The same prejudices have
held sway in all of Europe and even in England. The latter country
had abandoned these ways sooner than we, not so much because the
rate of interest is lower there than it is among us, but rather because
they have been enlightened by the principles of commerce before us.

II. When the English changed their manner of thinking about
the regulation of corn, they were as much at a disadvantage relative
to the Dutch through the difference in interest rates as they are at
present at an advantage relative to us. The Dutch did not find sufhi-
cient profit in removing their grain in order to discourage the Eng-
lish from establishing warehouses for themselves, and the latter have
found a sufficiently strong interest to destroy all their prejudices.

III. I believe that it would be the same with us. It is true that
in England the dispositions of the Act of Navigation were able to
avert the competition of the Dutch and to counterbalance the effects
of the different prices of money. But are we not capable of making
up for this in part? Government inspection of the importation and
exportation of corn, attention to lowering or raising duties at the
right moment, would these not be adequate to avert the competition



84 The Turgot Collection

of foreigners and to assure our storechouse keepers a fair profit? But I
doubt whether even these would be necessary.

IV. To prohibit interest as Moses did, is to prohibit lending, for
people will not lend for nothing, above all when it is possible to bor-
row from foreigners. It is giving a monopoly of usury to the latter
and to the evaders of the law, and consequently raising interest. The
agrarian laws among the Jews compensated for what might be hurt-
ful to the cultivation of the soil in the laws dealing with lending.

The Frenchman who is willing to lend to me on my bill, does
not compel me to make my property over to him, but he makes his
over to me; he gives up his right to demand reimbursement, but I do
not renounce my duty to repay him. Besides, neither the French nor
the Dutch practice usury; the price of money, like that of any other
thing, must be settled by the relation between the supply and the
demand and not by laws.

V.1 do not know if 5 per cent at present is so very disadvanta-
geous for us with respect to the English and the Dutch. The differ-
ence in the interest of money has some absolute and some relative
aspects.

VL. I shall not dwell on the exceedingly vast subject of public
credit, but I should wish to examine the usefulness of the transfer of
debts in itself, and the advantages which result therefrom, and the
means of making it more favorable.

VIL. If all the sums paid by apprentices and at receptions’ were
used to repay the debts of the corporations and not for feasts, edi-
fices, and law suits, the evil, if it were left to exist for a while, would
perhaps bring with it its own remedy. Would there be no means of
setting up a bureau of administration to deal with this?

VIIL This regulation which Child proposes to be imposed on
the manufacturer is not unjust, but what purpose does it serve? It
would give facilities for selling by the piece, but is not the declara-
tion of the manufacturer enough? If he is dishonest, would he not

! T, into the guilds.
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be equally punished by the loss of his reputation, whether he had

marked his piece or not.

IX. I doubt strongly that the regulations would be useful even
for the original establishment of manufactures. Some examples and
some prices would be more useful.

X. On the gain of the State when the merchant loses.

XI. It is not the lack of opportunities, but the too large quantity
on the one hand, and the kind of discredit attached to commerce on
the other, which draw the money away from it, and raise interest.

XII. If the Kings had truly desired it, the nobility would enter
commerce; it was necessary to set examples and worthy examples at
that.






Fairs and Markets

Great fairs were common in Europe in Tur-

got’s time and earlier, and he here considers
the economic principles that underlie these institu-
tions. In order for a fair to be able to maintain itself,
the sellers must be able to recover the transporta-
tion costs of getting their goods to the fair. Likewise,
buyers must think the trip worth enough to them to
justify their expenses of traveling to the fair. Once
a fair is established, the fact that a large number of
deals can be made there becomes self-reinforcing.
More people will travel to the fair, and this will per-
mit more deals to be made. Many fairs have risen to
prominence because they offer freedom from bur-
densome economic regulations by the state. The
gains from this freedom do not offset the losses
caused by unneeded regulation.







CHAPTER4

Fairs and Markets

he word fair, which is derived from forum, a public

square, was originally synonymous with that of 7ar-

ket, and is still so in certain respects. Both signify a

gathering of se/lers and buyers at a set time and place,

but the word fzir seems to present the idea of a more

numerous, more solemn, and consequently, less com-

mon gathering. The use of these two words in ordinary language
appears to be determined by this distinction, which is immediately
perceptible, but which itself arises from a less obvious, and as it were,
more radical difference between these two things. This will be devel-

oped further.

It stands to reason that sellers and buyers cannot gather together
at certain times and places without an attraction or an interest which
compensates for, or which even exceeds the expenses of the journey
and of the transportation of the produce and merchandise. With-
out this attraction, each would remain at home. The stronger it is, the
longer the transportation which the produce can support, the more
numerous and solemn the gathering of merchants and customers will
be, and the more the district which has this gathering as its centre, can
be extended. The natural course of trade in itself is enough to fashion
this gathering and to increase it up to a certain point. The competi-
tion of the sellers limits the price of the produce, and the price of the

Written 1757. The article in the Encyclopédie on which this paper is based was titled sim-
ply “Foire.”
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produce in turn limits the number of sellers. Indeed, since all trade
must support the person who undertakes it, it is essential that the
number of sales compensates the merchant for the low profit which he
makes on each sale, and that, consequently, the number of merchants
is proportioned to the current number of consumers, so that each mer-
chant is matched by a certain number of the latter. Recognizing this,
[ assume that the price of a commodity is such that in order to sup-
port the trade in it, it has to be sold in a market of three hundred fami-
lies. It is obvious that three villages, each containing only one hundred
families, will be able to support only a single merchant of this com-
modity. This merchant will probably live in that village of the three
where the largest number can gather most conveniently and at the
least expense, because this curtailment of expenses will give the mer-
chant who is established in this village an advantage over those who
would be tempted to set up business in any of the others. But several
types of commodities would probably be in the same category and the
merchant of each of these commodities would set up in the same place
because of the curtailment of the expenses and because someone who
needs two types of commodities prefers making one journey to mak-
ing twos it is really as if he were paying less for each piece of merchan-
dise. Once a place has become notable because of this self-same gath-
ering together of different trades, it becomes more and more impor-
tant, because all artisans who are not confined to the country side by
the nature of their work, and all those whose wealth permits them to
be idle, assemble there to obtain the conveniences of life. The compe-
tition of buyers draws the merchants in the hope of sales, and several
of them set up business to deal in the same commodities. The compe-
tition of the merchants draws buyers in the hope of a good bargain,
and both of them continue to increase in turn up to the point where
for the remote buyers, the disadvantage of the distance offsets the
cheapness of the commodities caused by competition, and even what
custom and force of habit add to the attraction of a good bargain. In
this manner different centers of commerce, or 7arkets, are naturally
formed, to which correspond an equal number of districts or depart-
ments of various sizes, according to the nature of the commodities, the
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relative ease of communications and the condition and relative size of
the population. And such is, by the way, the most important and the
most common origin of small market towns and cities.

The same reason of convenience which settles the gathering of
buyers and sellers at certain places, also confines it to certain days,
when the commodities are too paltry to support long transporta-
tion and when the district is not sufficiently populous to provide
an adequate, daily market. These days are settled on through a form
of silent agreement, for which the smallest circumstances provide a
reason. The number of days’ journey between the most important
places in the neighborhood, together with certain dates which give
rise to the departure of travelers, such as the proximity of certain
feast days, certain days hallowed by usage for the payments of rents,
all types of recurring solemnities, in short, all the types of occasions
which bring together a group of people on specific days, become
the principle for the establishment of a market on these same days,
because traders have an interest in searching out buyers and vice
versa.

But it takes only a fairly short distance for this interest, and the
low prices resulting from competition, to be offset by the expenses
of travel and of the transportation of the produce. Therefore it is not
to the natural course of a commerce animated by freedom that one
should attribute these splendid fairs, where the products of part of
Europe are assembled at great expense and which appear to be the
rendezvous of nations. The gain which must compensate for these
exorbitant expenses does not arise from the natural order of things
but results from the privileges and franchises granted to trade at cer-
tain times and places while everywhere else it is overburdened with
taxes and duties. It is not surprising that the lack of freedom and the
customary obstructions with which commerce has been burdened
for so long in all of Europe, has forcibly directed it to those places
where it was granted a little more freedom. This is how princes, by
granting exemptions from duty, have created so many fairs in the
various parts of Europe, and it stands to reason that these fairs are all
the more important as the trade is more overburdened with duties
in normal times.
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A fair and a market are therefore both a gathering of merchants
and customers at a set time and place; but in the case of markets the
merchants and buyers are brought together by the mutual interest
they have in secking each other; while in the case of fairs it is the
desire to enjoy certain privileges: from which it follows that this
gathering is inevitably much more numerous and solemn at fairs.
Although the natural course of commerce is sufficient to establish
markets, as a result of the unfortunate principle which in nearly
all governments has infected the administration of commerce, I
mean, the mania of directing all, regulating all, and of never relying
on the self-interest of man, it has happened, that in order to estab-
lish markets, the police’ has been made to interfere; that the num-
ber of markets has been limited on the pretext of preventing them
from becoming harmful to each other; that the sale of certain goods
has been prohibited except at certain appointed places, either for
the convenience of the clerks charged with receiving the duty with
which they are burdened, or because the goods were required to be
subjected to the formalities of testing and marking, while offices
cannot be established everywhere. The opportunity cannot be
grasped too often to attack this system so fatal to industry; it can be
found more than once in the Encyclopédie. The most celebrated fairs
in France are those of Lyons, Bordeaux, Beaucaire, etc.; in Germany,
those of Leipzig, Frankfurt, etc. My objective here is neither to list
them nor to give a detailed exposition of the privileges granted by
various sovereigns either to fairs in general or to any one fair in par-
ticular. I shall limit myself to some reflection against the common
enough illusion which makes some people cite the importance and
the extent of the trade at certain fairs as a proof of the greatness of
the commerce of a State.

Undoubtedly, a fair must enrich the place where it is held,
and bring about the importance of a particular town; and when
the whole of Europe was groaning under the manifold shackles of
feudal government, when each village was, as it were, an indepen-
dent and sovereign state, when the lords enclosed in their castles

1 “Police” is used here in the sense of a branch of civil government.
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envisaged commerce only as an opportunity of increasing their rev-
enue by subjecting all those who were forced of necessity to cross
their territory to a tax or to an exorbitant toll, there is no doubt that
those who were the first to be sufficiently enlightened to feel that
in slightly relaxing the severity of their duties, they would be more
than compensated by the increase of commerce and consumption,
soon observed the enrichment, the growth, and the improvement
of their places of residence. It is certain that when kings and emper-
ors had sufhiciently increased their authority to remove the taxes lev-
ied by their vassals from the merchandise destined for the fairs of
certain towns which they wished to favor, these towns necessarily
became the centers of an exceedingly large commerce and saw the
increase of their power as well as of their wealth. But since all these
small sovereign states have been united into a single State, under a
single prince, is it not strange that, if negligence, force of habit, the
difficulty of redressing abuses even if desired, and the difficulty of
desiring it, if these things have combined to keep the constraints in
existence, namely these local duties and privileges which were estab-
lished when each province and each village owed allegiance to a dif-
ferent sovereign, is it not strange, I repeat, that this haphazard result
has not only been praised, but even imitated as if it were the act of
rational policy? Is it not strange that with very good intentions, and
with a view to making trade flourishing, new fairs have again been
established, the privileges and exemptions of certain towns have yet
again been increased, that certain branches of commerce have even
been prevented from settling in the midst of the poor provinces for
fear of hurting some other towns which for a long time have been
enriched by these same branches of commerce? And what does it
matter whether Peter or Jack, Maine or Brittany manufacture this
or that commodity, provided that the state is enriched and French-
men are earning their living? What does it matter whether a piece
of cloth is sold at Beaucaire or in its place of manufacture, provided
that the laborer receives the value of his work? An enormous mass of
trade, gathered together in one place and lumped closely together,
will attract the attention of shallow politicians in a much more obvi-
ous manner. Water artificially brought together in lakes and canals
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amuses the traveler as a display of frivolous luxury, but the water
which the rain uniformly diffuses over the fields, and which is only
guided by the incline of the terrain and distributed through all the
valleys, forming pools there, carries wealth and fecundity every-
where. What does it signify that a great deal of trading takes place
in a certain spot on certain occasions, if this momentary trade is
large only through the same causes which obstruct trade and which
tend to decrease it at all other times and over the whole extent of
the State? “Is it necessary; said the civic magistrate to whom we owe
the translation of Child (M. de Gournay) and to whom France will
one day perhaps owe the destruction of the obstacles which have
been placed in the way of commerce in the desire to promote it—
“is it necessary to fast all year in order to live sumptuously on cer-
tain days? In Holland there are no fairs at all, but the whole extent
of the State and the whole year are, as it were, a continuous fair,
because commerce in that country is always and everywhere equally
flourishing””

It is said:

The State cannot do without the revenue; in order to pro-
vide for its needs it must burden commodities with vari-
ous taxes. However, it is no less necessary to facilitate the
sale of our products, above all abroad, which cannot be
done without lowering their prices as much as possible.
Now these two objectives are reconciled by appointing
places and times of immunity from duty, where the low
price of the commodity attracts the foreigner and causes an
extraordinary consumption, while the everyday consump-
tion of necessaries sufliciently supplies the public revenue.
The very desire to profit from these occasions of grace
gives sellers and buyers an eagerness which the solemnity
of these great fairs enhances even more by a type of entice-
ment, from which an increase in the whole of commerce
results.

Such are the pretexts which are alleged to uphold the usefulness
of the great fairs. But it is not difficult to be convinced that it is pos-
sible, by general agreement, and while favoring equally all members
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of the State, to reconcile much more advantageously the two objec-
tives which the government may have in view. Indeed, since the
prince agrees to lose part of his duties and consents to sacrifice them
in the interest of commerce, nothing prevents him, in making the
duties uniform, from diminishing the total of what he agrees to
forego. The objective of exempting the sales abroad from duty while
letting them survive only on domestic consumption would be even
more casily carried out by exempting from duty all the goods which
leave the country, for after all, it cannot be denied that our fzirs sup-
ply a large part of our domestic consumption. Under this arrange-
ment, the extraordinary consumption which occurs at the time of
fairs would greatly diminish; but it stands to reason that the reduc-
tion of the duties in ordinary times, would make the general con-
sumption a great deal more abundant; with this difference that in
the case of a uniform but moderate duty, commerce would gain all
that the prince is willing to sacrifice to it; whereas in the case of a
general and heavier duty, with local and temporary exemptions,
the king may sacrifice much, and commerce gain almost nothing;
or, what is the same thing, the commodities and merchandise can
be lowered in price to a much lesser extent than the duties are low-
ered, and this because it is necessary to subtract from the advan-
tages which this decrease yields, the costs of transportation of the
produce and merchandise to the place designated for the fair, the
change of abode, the rents of the marketplace increased yet again
through the monopoly of the proprictors, and finally the risk of not
selling in a rather short time, and of having made a long journey to
no avail. Now, it is always necessary that the merchandise pay for
all these expenses and these risks. It is far from true, therefore, that
the sacrifice of duties by the prince is as useful to commerce in the
form of temporary and local exemptions as it would be in the form
of a slight reduction over the whole of the duties; it is far from true
therefore, that the extraordinary consumption increases by spe-
cial exemptions as much as the daily consumption is diminished
through customary overtaxing. Add to this that there are no spe-
cial exemptions which do not give rise to frauds in order to profit by
them, to new constraints, to increases in the number of clerks and
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inspectors to prevent these frauds, and to the trouble of punishing
them. This is another loss of men and money to the State.

Let us conclude that the great fairs are never as useful as the
constraints which they imply are harmful; and that far from being
the proof of the flourishing condition of commerce, they can only
exist, on the contrary, in States where commerce is restricted, bur-
dened with duties, and consequently, indifferent.



In Praise of Gournay

Turgot here gives an account of the life and
views of his mentor, the Marquis de Gour-
nay, who early came to see that commerce was bur-
dened by unnecessary regulations. Why should one
assume that the state needs to control commerce in
a detailed way? To the contrary, Gournay argued
that each person is the best judge of his own inter-
est. When his interest coincides with the general
interest, he should be allowed to pursue it with-
out restriction. This raises the question, what is the
general interest? As Gournay saw matters, this sim-
ply consisted of the interests of individuals volun-
tarily engaging in exchanges to better achieve their
preferences. Individuals should be protected from
fraud, but even here little reason exists to think that
detailed government regulation can in fact pro-
tect persons. Far better that they learn by experi-
ence from their own mistakes. The interest of the
state in increasing national wealth can be achieved
by leaving individuals to make free exchanges. Fur-
ther, general prosperity will insure that the state is
not lacking in essential materials, a common fear of
those who preach restrictions on trade.







CHAPTERS

In Praise of Gournay

LETTER FROM TURGOT TO MARMONTEL
Paris, 22 July 1759

have certainly not forgotten, sir, the note on the late M. de
Gournay, which I promised you. I even counted on giv-
ing it to you last Monday, at Mme. Geoffrin’s, but, not
having found you there, and believing you to be in no
great hurry, moreover, I took it back home, with the idea
that perhaps I would have the time to complete the draft
of the eulogy which I would like to make of this excellent citizen.

Since you can wait no longer, I am sending you an outline of it,
sketched in great haste, which may yet be able to help you write it,
and which you will undoubtedly use in a manner which does much
greater justice to his glory than my efforts.

You are aware of my affection.
X Xk

Jean Claude Marie Vincent, Seigneur de Gournay, honorary
councilor of the Grand Council, and honorary Intendant of Com-
merce, died at Paris, June 27 (1759) at the age of forty-seven.!

Written 1759, “Eloge de Gournay.” Jean-Frangois Marmontel (1723-1799), French writer
and contributor to the Encyclopédie. prepared the official eulogy of Gournay by having
extracts of Turgot’s eulogy printed in Le Mercuré, no. 8 (August, 1759).

1 Turgot made two errors in this official description. Gournay’s name was Jacques Claude
Marie and not Jean Claude Marie, and his title was M. le Marquis de Gournay and not sim-
ply Sieur de Gournay.
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He was born in St. Malo in May 1712. His father was Claude
Vincent, one of the most important merchants of that town, and
Secretary Royal.

His parents destined him for a commercial life, and sent him to
Cadiz in 1729, when he was only just seventeen.

Left to his own devices at this early age, he was yet able to avoid
the perils and frivolity which are but too common at that age, and,
during his entire stay in Cadiz, his life was divided between study,
the work of his business, and the numerous connections which his
business required and which his personal merit soon procured him.

Through diligence and alertness he found time to enrich his
mind with a mass of useful knowledge, without yet neglecting that
higher literature, but it was, above all, to the science of commerce
that he felt himself drawn and to which he directed his mind in all
its vigor. To compare the products of nature and those of the arts
in man in different climes, to arrive at the value of these different
products, or, in other words, their relationship with the needs and
wealth of people at home and abroad, the costs of transport which
vary according to the nature of the commodities and the diversity
of the routes, the many duties to which they are subject, etc., etc.;
in short, to comprehend in its full scope, and to follow in its con-
tinual upheavals, the condition of natural production, of industry, of
population, of wealth, of finance, of the needs and even the vagaries
of fashion in all the nations that are united by commerce, in order
to theorize profitably on the basis of a thorough study of all these
details—this is to be concerned with the science of trade, as a mer-
chant and constitutes only a part of the science of commerce. But
to discover the causes and effects of that multitude of upheavals in
all their diversity, to search out the elemental forces whose action,
always in combination with, and sometimes disguised by, local cir-
cumstances, directs all the transactions of commerce; to recognize
those special and basic laws, founded in Nature itself, by which all
the values existent in commerce are balanced against each other and
settle at a certain value, just as bodies left to themselves take their
place, unaided, according to their specific gravity; to discern those
complicated relations which link commerce with all the branches
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of political economy; to perceive the interdependence of commerce
and agriculture, the influence of the one and the other on the wealth,
the population, and the strength of states, their intimate connection
with the laws and customs, and with all the processes of the govern-
ment, especially with the distribution of its finances; to weigh the
assistance which commerce receives from the Navy and that which
it renders to it in return, the changes it produces in the respective
interests of States, and the weight it places in the political balance of
nations; in fine, to select, from among chance events and principles
of administration adopted by the different nations of Europe, the
true causes of their progress or of their decline in commerce—this is
to approach the subject as a philosopher and a statesman.

If his position in life caused M. Vincent to concern himself
with the science of commerce as under the first of these two points
of view, his vast and penetrating intellect did not allow him to con-
fine himself to this.

To the enlightenment which he drew from his own experience
and his reflections, he added a reading of the best works on this sub-
ject produced by the different nations of Europe, and particularly by
the English nation—the richest of all in such works, and with whose
language he familiarized himself for this reason. The works which
he read with most pleasure, and whose doctrine he most appreci-
ated, were the Treatises of the famous Josiah Child? (which he after-
ward translated into French) and the Memoirs of the Grand Pen-
sionary, Johan de Witt.> We know that these two great men are con-
sidered (the one in England, the other in Holland) as the legislators
of commerce; that their principles have become national principles,
and that the observance of these principles is regarded as one of the
sources of the vast superiority in commerce which these two nations
have acquired over all the other powers. M. Vincent constantly

2 Sir Josiah Child (1630-1699), English merchant and economist. The treatise to which
Turgot refers is his Discourse Upon Trade (1690) which Gournay had translated into
French.

3 Johan de Witt (1623-1672), prominent Dutch statesman. The treatise to which Turgot
refers is the Political Maxims of the State of Holland, by John de Witt, pensionary of Hol-
land (1662).
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found verification of these simple and enlightened principles in the
practice of an extensive business. He made them his own, without
foreseeing that he was destined one day to spread their light through
France, and to merit from his own country the same tribute of grati-
tude which England and Holland pay to those two benefactors of
their nation and humanity. His talents and knowledge, together
with the most perfect integrity, assured M. Vincent the admiration
and the confidence of that multitude of merchants that commerce
brings together at Cadiz from all parts of Europe, while at the same
time his charming manners procured him their friendship. He soon
enjoyed there an esteem unusual for his age, and which the natives
of the country, his own compatriots, and the foreigners there, were
equally eager to bestow upon him.

During his stay in Cadiz he had paid several visits to the Court
of Spain, and to the various provinces of that kingdom.

In 1744, some commercial enterprises which had to be
arranged with the Government brought him to France, and in con-
tact with the Comte de Maurepas, then Minister of Navy, who soon
discovered M. Vincent’s worth.

After leaving Spain, M. Vincent resolved to spend some years
traveling through the different parts of Europe in order to increase
his knowledge, as well as to extend his correspondences and to
form connections favorable to the business he intended to pursue.
He visited Hamburg and traveled through Holland and England.
Everywhere he made observations and collected notes on the state
of commerce and shipping, and on the principles of administration
adopted by the different nations in respect to those great objects.
During his travels, he maintained an uninterrupted correspondence
with M. de Maurepas, whom he acquainted with the knowledge
which he was gathering. Everywhere, he made a favorable impres-
sion, and attracted the goodwill of the most considerable merchants,
of men of great distinction in all walks of life, and of the ministers
of foreign powers who were resident in the places through which
he traveled. The Court of Vienna, as well as that of Berlin sought
to procure his services, and made him very enticing proposals, but
he rejected them. He had no other intention than to continue in
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business and to return to Spain, after having again seen Germany
and Italy, when an unforeseen event interrupted his projects and
brought him back to his own country.

M. Jametz de Villebarre, his business partner and friend, died
in 1746, and being without children, made M. Vincent his sole heir.
The latter was in England when he received this news; he returned
to France. The amount of his fortune was sufficient for his modest
needs; he felt he should settle in his own country and he gave up
commerce in 1748. He then took his name from his estate of Gour-
nay, which was included in the legacy he received from M. de Vil-
lebarre. The minister was aware how useful his knowledge of com-
merce might prove to the administration of that important sector.
The court had planned to send him to the general peace discussions
being held at Breda,” not unlike M. Ménager, who in 1711, had been
sent to the conferences which preceded the Treaty of Utrecht, in
order to discuss the commercial aspects of our interests. The changes
which occurred in the conferences did not permit this wise project
to be executed, but M. de Maurepas adhered to his original desire
to make the talents of M. de Gournay useful to the government;
he advised him to consider the prospects of a position as Intendant
of Commerce, and to enter, in the meantime, one of the higher
Courts. Consequently, in 1749, M. de Gournay purchased the office
of councillor in the Grand Council. When an Intendancy of Com-
merce fell vacant in 1751, M. de Machault, who was also most famil-
iar with the merits of M. de Gournay, had that office conferred on
him. From this time onwards, his life was devoted to public affairs:
his entry into the Ministry of Commerce appears to have marked
the beginning of a period of profound change. During twenty years
of experience in a wide and varied trade, in his frequent visits to the
most competent merchants of Holland and England, in the read-
ing of the most highly esteemed authors of these two nations, in his
careful observation of the causes of their prosperity, M. de Gour-
nay had formulated principles which appeared to be new to some of

4 In 1748, at the end of the War of Austrian Succession. The peace treaty itself was signed
at Aix-la-Chapelle in the same year.
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the magistrates of whom the Ministry of Commerce was composed
—M. de Gournay was of the opinion that every man who works
deserves the gratitude of the public. He was astonished to find that a
citizen could neither manufacture nor sell anything without having
bought the right to do so by entering a corporation or guild at great
expense, and that, after having bought this right, it was still some-
times necessary to have a law suit, to determine whether by entering
this or that corporation he had acquired the right to manufacture
precisely this or that article. He thought that a workman who had
manufactured a piece of cloth had made a real addition to the stock
of wealth in the State; that if this cloth happened to be inferior to
others, there might yet be found among his customers somebody to
whom this inferiority would be more suitable than a more expen-
sive perfection. He could not see why this piece of cloth, for failing
to conform to certain regulations, should be cut up into fragments
of three ells in length, and why the unfortunate man who had made
it should be ordered to pay a penalty, enough to reduce him and his
family to poverty. He could not conceive why a workman, when
making a piece of cloth, should be exposed to risks and expenses
from which an idle man was exempt. He could not see of what use
it might be that a manufactured piece of cloth should involve legal
procedures and tedious discussions in order to establish whether it
conformed to an extensive system of regulation, often difficult to
understand, nor did he think that such discussions ought to be held
between a manufacturer who cannot read and an inspector who
cannot manufacture, nor that that inspector should yet be the final
judge of the fortune of the unlucky man, etc.

M. de Gournay found it equally strange that, in a kingdom in
which the order of succession was determined simply by custom,
and in which the question of applying the death sentence to certain
crimes was still left to the discretion of the courts, the government
should have deigned to regulate by special legislation the length and
breadth of each piece of cloth, the number of threads it was to con-
tain, and to hallow with the seal of the legislature four volumes in
quarto filled with these important details, and in addition innumer-
able statutes, dictated by the spirit of monopoly, the whole purpose
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of which were to discourage industry, to concentrate trade within
the hands of a few people by multiplying formalities and charges, by
subjecting industry to apprenticeships and journeymanships (corz-
pagnonnages) often years in some trades which can be learned in
ten days, by excluding those who were not sons of masters, or those
born outside a certain class, and by prohibiting the employment of
women in the manufacture of cloth, etc., etc.

He had not imagined that in a kingdom subject to the same
prince, all towns looked on each other as enemies, that they would
assume the right to prohibit work within their precincts to other
Frenchmen, classifying them as foreigners, to oppose the sale or the
free transit of commodities of a neighboring province—and thereby
for the sake of some fleeting interest, to contend against the general
interest of the State, etc., etc.

He was no less astonished to see the government concern itself
in regulating the circulation of each commodity, in prescribing one
kind of industry in order to encourage another, in subjecting to spe-
cial constraints the sale of the provisions most necessary to life, in
forbidding the setting up of stores of a product whose crop varies
from year to year and whose consumption is nearly always the same,
in forbidding the exportation of an article subject to depreciation,
and to see the government expect to secure the abundance of corn
by making the condition of the farm laborer more uncertain and
more unhappy than that of all other men, etc.

M. de Gournay was well aware that several of the abuses to
which he was opposed had existed in former times in a large part of
Europe, and that vestiges of them still remained even in England;
but he also knew that the English government had abolished part of
them; that, if some still remained, far from adopting them as useful
institutions, that government tried to restrict them, and to prevent
them from spreading, and continued to tolerate them only because
the republican constitution sometimes places obstacles in the path
of reform of certain abuses when these abuses can be corrected only
by an authority which is always mistrusted by the people, even if it is
used to their own advantage. Finally, he knew that for more than a
century, all enlightened minds, whether in Holland or in England,
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had regarded these abuses as remnants of mediaeval barbarism and
of the weakness of all the governments which had known neither
the importance of public liberty, nor how to protect it against the
invasions of the spirit of monopoly and of particular interests.

For twenty years, M. de Gournay had himself carried out, and
had seen carried out, the greatest commerce on earth without hav-
ing had occasion to learn, other than from books, of the existence
of all those laws to which he saw so much importance attached, and
therefore he did not believe that he would be taken for an innovator
and a man of systems, when all he did was to develop those principles
which experience had taught him, and which he saw unanimously
recognized by the most enlightened merchants with whom he was
associated.

These principles, which others styled as a new system, to him
appeared to be no more than the maxims of the plainest common
sense. This whole so-called syszerz was founded on this maxim, that
in general every man knows his own interest better than another to
whom it is of no concern.

Hence he concluded that when the interest of individuals is
precisely the same as the general interest, every man ought best to
be left at liberty to do what he likes. Now, in the case of unrestrained
commerce, M. de Gournay thought it impossible for the individual
interest not to concur with the general interest.

Commerce can be connected with the general interest, or, what
is the same thing, the State can interest itself in commerce, in two
respects only. As protector of the individuals who compose it, it is
in its interest that no one should be able to inflict any great injus-
tice on another, against which the latter has no protection. Next
in its capacity as a political unit forced to defend itself against for-
eign invasions, it is in the interest of the State that the stock of its
wealth and the annual product of the soil and of industry should be
as great as possible. In both respects, the State has a special interest
in protecting the value of the necessities of life from those sudden
shocks which, by plunging the people into the horrors of famine,
may endanger public tranquility and the safety of citizens and mag-
istrates. Now, it is clear that the interest of all the individuals, kept
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free from restraint of any kind, necessarily fulfils all these conditions
of general usefulness.

As for the first object, that in trade no one should injure
another, it is evidently sufficient that the government should always
protect the natural liberty of the buyer to buy, and of the seller to
sell. For if the buyer is always the one who decides whether to buy or
not, it is certain that he will select among all the sellers the man who
will give him at the best price the merchandise that suits him best.
It is no less certain that every seller, it being his chief interest to gain
preference over his competitors, will sell in general the best mer-
chandise at the lowest possible price, in order to attract customers.
It is not true therefore that a merchant may be interested in decep-
tion—unless he has some exclusive privilege.

But if the government limits the number of sellers by exclu-
sive privileges or otherwise, it is certain that the consumer will be
wronged and that the seller, certain of selling, will compel him to

buy bad articles at a high price.

If, on the contrary, it is the number of buyers which is dimin-
ished, by the exclusion of foreigners or of certain other persons, then
the seller is wronged, and, if the injury is carried to the point where
the price does not compensate him, with profit, for the costs and
risk, he will cease to produce the commodity in such abundance,
and scarcity will result.

The general freedom of buying and selling is therefore the only
means of assuring, on the one hand, the seller of a price sufficient to
encourage production, and on the other hand, the consumer, of the
best merchandise at the lowest price. This is not to say that in par-
ticular instances we may not find a cheating merchant and a duped
consumer; but the cheated consumer will learn by experience and
will cease to frequent the cheating merchant, who will fall into dis-
credit and thus will be punished for his fraudulence; and this will
never happen very often, because generally men will be enlightened
upon their evident self-interest.

To expect the government to prevent such fraud from ever
occurring would be like wanting it to provide cushions for all the
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children who might fall. To assume it to be possible to prevent suc-
cessfully, by regulation, all possible malpractices of this kind, is to
sacrifice to a chimerical perfection the whole progress of industry;
it is to restrict the imagination of artificers to the narrow limits of
the familiar; it is to forbid them all new experiments; to renounce
even the hope of competing with the foreigners in the making of the
new products which they invent daily, since, as they do not conform
to our regulations, our workmen cannot imitate these articles with-
out first having obtained permission from the government, that is
to say, often after the foreign factories, having profited by the first
cagerness of the consumer for this novelty, have already replaced it
with something else. It means forgetting that the execution of these
regulations is always entrusted to men who may have all the more
interest in fraud or in conniving at fraud since the fraud which they
might commit would be covered in some way by the seal of public
authority and by the confidence which this seal inspires, in the con-
sumers. It is also to forget that these regulations, these inspectors,
these offices for inspection and marking, always involve expenses,
and that these expenses are always a tax on the merchandise, and asa
result overcharge the domestic consumer and discourage the foreign
buyer. Thus, with obvious injustice, commerce, and consequently
the nation, are charged with a heavy burden to save a few idle people
the trouble of instructing themselves or of making enquiries to avoid
being cheated. To suppose all consumers to be dupes, and all mer-
chants and manufacturers to be cheats, has the effect of authoriz-
ing them to be so, and of degrading all the working members of the
community.

As for the second object for the Government in this connec-
tion, which is to procure for the nation the greatest possible stock of
wealth, is it not evident that since the only real wealth of the State is
the annual output of its land and of the industry of its inhabitants, its
wealth will be at its greatest when the produce of each acre of land,
and of the industry of each individual is carried to the highest pos-
sible level? And is it not evident that each proprietor has more inter-
est than any other person in drawing from his land the greatest pos-
sible return? That every individual has the same interest in gaining
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by his work as much money as possible? It is equally obvious that the
employment of the soil or of industry which yields the greatest rev-
enue to each proprietor or to each inhabitant will always be the one
that is of the greatest advantage to the State, because the sum which
the State can use annually for its needs is always an aliquot part of the
total revenue which is annually produced in the State, and because
the sum of these revenues is composed of the net revenue of each
estate and of the product of the industry of each individual—if then,
instead of leaving all this to private interests, the government takes it
upon itself to prescribe to each what he must do, clearly all the ben-
efits individuals lose because of the constraints imposed upon them,
will represent an equal deduction from the total net revenue pro-
duced in the State each year.

To imagine that the State should encourage the earth to bring
forth one kind of produce rather than another, that it ought to
establish certain types of manufactures rather than some others; that
consequently it ought to prohibit the production of some goods
and order that of others; to forbid certain kinds of industry for fear
of injuring other kinds; to claim to sustain manufacturing, when
it is at the expense of agriculture by forcibly maintaining the price
of provisions below their natural level; to establish certain manu-
factures at the expense of the Treasury; to heap privileges on them,
favors, exclusions of all manufactures of the same kind for the pur-
pose of procuring for the manufacturers a profit which it is assumed
they could not obtain by the natural sale of their products: all this is
to misunderstand greatly the true advantages of commerce; it is to
forget that no commercial transaction can be anything other than
reciprocal, and that, therefore, the desire to sell everything to the
foreigners and to buy nothing from them, is absurd.

There is no need to prove that each individual is the only com-
petent judge of this most advantageous use of his lands and of his
labor. He alone has the particular knowledge without which the
most enlightened man could only argue blindly. He alone has an
experience which is all the more reliable since it is limited to a sin-
gle object. He learns by repeated trials, by his successes, by his losses,
and he acquires a feeling for it which is much more ingenious than
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the theoretical knowledge of the indifferent observer because it is
stimulated by want.

If the objection is raised that apart from exchange value, the
State may also be interested in being as little dependent as possible
on other states for the commodities of prime necessity; firstly, all
that this proves is that, although both freedom of industry and free-
dom of trade in the produce of the soil, are very precious, freedom
of trade in the produce of the soil is yet the more essential; secondly,
it will always be true that greater wealth and a larger population will
give the State in question the means of ensuring its independence in
amuch more reliable manner. Besides, that suggestion is purely spec-
ulative; a large State always produces everything and with regard to
a smaller one, a bad harvest would soon wreck this fine scheme of
independence.

As for the third object, which may interest the State in two
respects, both as protector of the individuals whom it must put in
the way of earning a comfortable living by their own labor, and as a
political body interested in preventing the domestic troubles which
a famine could cause, this matter has been developed so clearly in
the work of M. Herbert,” and in the article “Corn” by M. Quesnay,®
that I refrain from discussing it here, since M. Marmontel knows
these two works thoroughly.

It follows from this discussion that, in all respects in which
commerce may interest the State, unrestrained individual interest
will always produce the public welfare more surely than the oper-
ations of government, which are always faulty and of necessity

directed by a hazy and dubious theory.

M. de Gournay concluded that the only aim the administra-
tion should set for itself was: firstly, to restore to all branches of com-
merce that precious liberty they had lost through the prejudices of
ages of ignorance, through the ease with which the Government fell
in with particular interests, and the desire for a misplaced perfection;

5 Claude-Jacques Herbert, Essai sur la police des grains, sur leur prix, et sur les effets de
lagriculture, Londres, 1753.

6 Francois Quesnay, “Grains,” first published in the Encyclopédie in 1757.
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secondly to grant the right to work to all members of the State, for
the purpose of exciting the greatest competition in the market, which
will infallibly produce the greatest perfection in manufacture, and the
most advantageous price to the buyers; thirdly, to give at the same
time as many competitors as possible to the buyer by opening for the
seller all the outlets for his commodity, which is the only means of
assuring labor its reward, and of perpetuating production, which has
this reward as its sole object.

Besides this, the government should plan to remove those
obstacles which retard the progress of industry by diminishing the
extent and the certainty of its profits. M. de Gournay considered
the chief of these obstacles to be the high interest of money, which,
by offering to all owners of capital the means of spending their lives
without working, encourages luxury and idleness and withdraws
from commerce the riches and industry of a multitude of citizens,
rendering them unproductive to the State; which excludes the
nation from all branches of commerce not yielding one or 2 per cent
more than the current rate of interest; which consequently gives for-
cigners the exclusive privilege of all these branches of commerce, and
enables them to gain preference over us in almost all other coun-
tries by lowering the price more than we would afford to do; which
gives the inhabitants of our colonies a powerful reason to engage
in smuggling, and in this way weakens the natural affection they
ought to have for the mother country; which alone would secure for
the Dutch and the Hanse towns the carrying trade of all of Europe
including even France itself; which, every year, makes us tributaries
to the foreigners by the high rates we pay on their loans to us; which,
finally, withdraws from cultivation all those lands which would not
yield more than 5 per cent, since it is possible, to obtain the same
return with the same capital, without working. But similarly, he
believed that the dealings in capital itself, which have this rate of
interest as their price, can be made to regulate this price equitably
and with all necessary economy only, as in the case of all commerece,
by competition and by mutual liberty, and that the government
could best bring this about by, on the one hand abstaining from
making laws whenever agreements can serve this purpose, and on
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the other hand, by not swelling the number of debtors and consum-
ers of capital whether by borrowing or by not repaying punctually.

Another kind of obstacle to the progress of industry which M.
de Gournay considered could not be cleared away too soon was that
multiplicity of taxes which, owing to the necessity of meeting the
requirements of the State, had been imposed upon labor of every
kind, entailing vexatious modes of collection which were often more
onerous than the taxes themselves; the arbitrary nature of the zaille,
the multiplicity of dues on every sort of merchandise, the complex-
ity of tariffs, the inequality of these dues in the different provinces,
the innumerable customs houses at the frontier of these provinces,
the frequency of inspections and the importunity of enquiries nec-
essary to provide against fraud, the necessity of relying on the soli-
tary testimony of mercenary men of low character for proof of these
frauds; the interminable disputes, so fatal to commerce that almost
any merchant would prefer, in this respect, a disadvantageous
arrangement to a law suit, no matter how obvious the justice of his
case. Finally, he condemned the impenetrable obscurity and mystery
resulting from this complexity of local dues and regulations pub-
lished at different dates, an obscurity which is always interpreted in
favor of revenue and against commerce. He condemned the exces-
sive duties, the evils of smuggling, the loss of a multitude of citizens
which this entails, etc., etc., etc.

Public finance is necessary, since the State needs revenue; but
agriculture and commerce, or rather agriculture animated by com-
merce, is the ultimate source of these revenues. Thus public finance
should not be prejudicial to commerce, since it would at the same
time harm itself. These two interests are of necessity united, and if a
conflict of interests seems to exist, it is perhaps because we have con-
fused the interests of finance as related to the State and the monar-
chy, which are eternal, with the interests of the financiers, who, being
charged with the collection of the revenues for a certain period only,
prefer to increase present revenue rather than to conserve the source
which produces this revenue. Add to this the dubious and fortu-
itous way in which this hydra of all types of duties has taken shape,
ie., by the successive gathering together of a multitude of fiefs and
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sovereignties, and the conservation of the taxes which each indi-
vidual sovereign used to enjoy, while the urgency of the kingdom’s
needs has never left time to reform this chaos by establishing a uni-
form system of duties. Finally, there are the facilities which public
finance has had at all times of making its voice heard, to the preju-
dice of commerce.

The fiscal authority consists of a body of accredited men, whose
prestige varies with the urgency of the needs of the State. They are
always occupied with a single object, never distracted nor negli-
gent, resident in the capital and in constant touch with the govern-
ment. The merchants, on the other hand, occupied each with his
individual objective, dispersed in the provinces, without fame or
protection, without a central meeting place, are only able to raise
a feeble and solitary voice in any given case, a voice that is inevita-
bly stifled both by the number and the prestige of their adversaries,
and by the opportunities the latter have of engaging skilled writers
in the defense of their interests. If the merchant agrees to abandon
the care of his affairs in order to hold a litigation rather than to sur-
render his rights, the odds are high against him, and even if he wins,
he still remains at the mercy of a powerful body which has, through
the rigor of the laws which it has suggested to the ministry, an easy
means of crushing the merchant; for (and this is not one of the least
abuses), there exist several laws of this type which are impossible to
execute and which the tax farmers only use to ensure the submission
of individuals, by threatening a rigorous application of them.

M. de Gournay thought that the Board of Trade would be of
much greater use if, rather than managing commerce, which ought
to go its own way, it protected commerce against the activities of
the public revenue. He would have liked the needs of the State to
be such that they would allow commerce to be delivered from all
kinds of duties. He believed that a nation fortunate enough to have
reached this point would necessarily draw to itself the greater part
of the commerce of Europe. He believed that all taxes, of whatever
kind they may be, are, in the final analysis, paid by the landowner,
who sells by so much the less the produce of his land, and that if
all the taxes were assessed on landed property, the proprietors and
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the kingdom would thereby gain all that was now absorbed in the
cost of administration, the unproductive employment of men now
wasted in tax collection, in smuggling, or in preventing it, without
even counting the immense gain from the increase in riches and
value that would result from the increase in commerce.

There exist also some obstacles to the progress of industry that
arise from our customs, from our prejudices, from some of our civil
laws, but the two which are most disastrous I have already discussed,
and the others would entail too much detail. Besides, M. de Gour-
nay did not pretend to limit the duties of the government toward
commerce strictly to that of maintaining its free course and remov-
ing the obstacles that oppose the improvement of industry. He was
also quite convinced of the usefulness of the encouragements that
could be given to industry either by recompensing the authors of
useful inventions, or by encouraging, by prizes or gratuities, a com-
petition among artisans to attain perfection. He knew that even
when industry enjoyed the most complete freedom, these measures
are often useful in hastening its natural progress, and that they are
essential above all when the fear of constraints has not been com-
pletely dispelled and still slows down its development. But he could
not give his approval when these encouragements could conceivably
stand in the way of new progress through prohibitions and exclusive
advantages. It was only with great reservations that he supported
loans by the government, and he preferred other encouragements:
rewards in proportion to production, and prizes designed to attain
perfection in work, in short, marks of distinction and all measures
which encourage competition among a greater number of men.

This, more or less, expresses M. de Gournay’s attitude toward
the administration of commerce; these are the principles which he
constantly applied to all the matters discussed at the Board of Trade
from the moment he entered it. As he had no idea of creating a new
system, he was satisfied to develop only what was necessary to sup-
port his opinions in regard to each particular affair; but it was not
long before the consistency and fruitfulness of his principles were
recognized, and soon he had to countenance a mass of challenges.
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He gave himself with pleasure to these discussions which could
only elucidate the subject and in one way or another produce a
knowledge of the truth. Free from all selfish interest, from all per-
sonal ambition, he lacked even that slavery to his opinions which
self-love might have induced. All he lived for, and aspired to, was the
public welfare; thus his opinions were expressed with as much mod-
esty as courage. Equally incapable of taking an overbearing tone,
and of speaking against his opinion, he delivered his sentiments
in a straightforward manner which derived all its power from the
strength of his reasoning. He skillfully put his ideas within the grasp
of all minds, stating his principles with a kind of luminous precision,
and emphasizing them by a sensible use of some well chosen exam-
ples. When he was contradicted, he listened with patience; how-
ever sharp the attack might be, he never discarded his customary
politeness and gentleness, nor did he lose anything of the presence
of mind and composure necessary to fathom completely the artful
reasoning advanced against him.

His simple eloquence, animated by that engaging earnestness
which pervades the discourse of a virtuous man who is deeply per-
suaded that he is upholding the cause of the public welfare, never
detracted from the soundness of the discussion; sometimes it was
seasoned with a harmless jest which was all the more pleasant since
it was never pointless.

His zeal was gentle because it was purged of all self-esteem; but
it was not therefore any the less earnest, for love of the public welfare

gripped him.

He was convincing without being excessively attached to his
opinions; his mind, always without bias, was constantly ready to
receive fresh enlightenment; sometimes he did change his mind on
important matters, and there was nothing to suggest that his previ-
ous opinion had in the least delayed that sudden impression which
the proffered truth makes on one as fair-minded as he.

He had the good fortune to find in M. Trudaine, who was even
then at the head of the administration of commerce, the same love
of truth and of the public welfare that motivated himself. Since at
that stage he had developed his ideas only as occasion arose during
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business discussion or in conversation, M. Trudaine urged him to
give as it were an outline of his doctrine. It was with this in mind
that he translated in 1752 the treatises on trade and the interest of
money by Sir Josiah Child and Sir Thomas Culpeper. He added
a great many interesting remarks in which he thoroughly exam-
ined and discussed the principles of the text, and clarified them
by applying them to the most important questions of commerce.
These remarks formed a work as considerable as that of the Eng-
lish authors, and M. de Gournay counted on having them printed
together. He printed only the text however, in 1754: reasons, which
no longer exist, then prevented the printing of the commentary.

His reputation became well established, and his zeal commu-
nicated itself to others. It is to the ardor with which he sought to
direct all men of talent with whom he was acquainted to the study
of commerce and political economy, and to the ease with which
he communicated all the knowledge he acquired, that we owe that
propitious fermentation of thought on these important questions
that has taken place these last few years, and which sprang up two or
three years after M. de Gournay had been Intendant of Commerce.
Since then, it has already presented us with several works filled with
laborious research and profound views, works that have cleared our
nation of the charge of frivolity which it had not failed to incur by
its indifference to those studies which are the most truly useful.

In spite of the opposition which he had to endure, M. de Gour-
nay often tasted the satisfaction of succeeding in eradicating part
of the abuses which he was attacking, and above all, of weakening
the authority of those archaic principles which even then had to be
relaxed as to the rigor and the extent of their application in order to
withstand his attacks. However difhicult people may have found it to
embrace his principles to their full extent, his insight, his experience,
the general esteem of the merchants for him personally, the unim-
peachable purity of his views, these things inevitably earned him the
confidence of the minister and the respect even of those who yet
fought against his ideas.

His zeal induced him to make plans to tour the kingdom in
order to see for himself the state of commerce and of manufactures,
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and to discover the reason for the rise or decay of each branch of
trade, the abuses, the needs, the resources of each type. He started
the execution of his plan in 1753 and departed in July. From that
time up to December he traversed Bourgogne, Lyonnais, Dauphiné,
Provence, upper and lower Languedoc, and returned finally by way
of Lyon.

In 1754, he was unable to travel because of a tumor situated on
his back, which he had cut out twice, and which had to be burned
out the third time with the help of caustics, at the beginning of
1755. He resumed his travels in 1755 and made a tour of inspec-
tion of La Rochelle, Bordeaux, Montauban, the remainder of Guy-
enne and Bayonne. In 1756 he followed the course of the Loire
from Orléans to Nantes, traveled through Maine, Anjou, the coast
of Bretagne from Nantes to Saint-Malo, and returned to Rennes for
the sitting of the States in 1756. The deterioration of his health did

not permit him to make any further journeys.

At each step he found further reasons to confirm him in his
principles, and new arguments against the restriction of commerce
against which he was fighting. He took up the complaints of the
friendless, poor manufacturer who, unable to write and to present
his claims in plausible arguments, and having no representative at
the Court, has always been the victim of a government misguided
by interested men to whom he was forced to appeal. M. de Gour-
nay applied himself to uncovering the hidden interests which had
called for those allegedly useful rules whose sole object it was to
put the poor more and more at the mercy of the rich. The fruits of
his travels were the reform of an infinite number of abuses of this
kind; a knowledge of the true state of the provinces giving more cer-
tainty and better direction to the operations of the Ministry; a more
exact appreciation of complaints and requests; the facility which
was afforded to the people and to the simple artisans of making
known their own complaints; finally, a fresh spirit of emulation in
all branches of commerce which M. de Gournay was able to spread
by his persuasive eloquence, by the exactness with which he stated
his ideas and by the happy contagion of his patriotic zeal.
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He sought to inspire in the magistrates and notable persons in
the places he visited a zeal for the prosperity of their town or their
district; he interviewed men of letters, suggested subjects for treat-
ment, and urged them to direct their studies toward questions of
commerce, agriculture and all economic matters.

It is partly to his suggestions and to the zeal which he had
inspired at the sittings of the States of Bretagne during his stay at
Rennes in 1756 that the society” for the Perfection of agriculture,
commerce and industry, established in Bretagne under the protec-
tion of the States and the auspices of the Duke d’Auguillon, owes
its existence. This society was the first of its kind to be formed in
France. Its program, which is connected with the municipal admin-
istration of the province, was drawn up by M. de Montaudouin, a
merchant from Nantes.

M. de Gournay knew how to adapt himself to the degree of
intelligence of his audience, and he answered the absurd objec-
tions—dictated by ignorance—with the same suavity and exactness
with which he answered the bitter opposition, dictated by quite dif-
ferent principles, in Paris.

Full of respect for all those persons charged with the admin-
istration of the provinces which he visited, he gave them no occa-
sion to think that his mission could cast the least shadow on their
authority. Always forgetting himself, sacrificing himself with-
out effort for the benefit of the objective, it was as far as possible
through them and with them that he acted; he seemed only to sup-
plement their zeal, and he often credited them in the presence of the
minister with his own ideas. By this conduct, if he did not always
succeed in convincing them of his principles, he at least always won

their friendship.

The life of M. de Gournay does not offer any other outstand-
ing event during the time that he continued as Intendant of Com-
merce. Ever occupied with the functions of his office, never miss-
ing any opportunity to put forward some useful ideas, or to spread

7 Sociéré dAgriculture de Bretagne.
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light among the public, there is hardly an important question on
commerce or political economy on which he has not written several
notes or reasoned letters. He devoted himself to this sort of work
with a type of prodigality, producing nearly always, on every occa-
sion, new papers, without referring his audience to the earlier ones
he had written. He did not try to evade the trouble of rediscover-
ing ideas which he had already expressed, or the unpleasantness of
repeating himself. The reason for this manner of working was the
small value which he attached to what he had composed, and his
total unawareness of any literary repute. Overflowing with his salu-
tary and fruitful principles, he applied them to every question with
the greatest ease. Completely preoccupied with propagating some
useful idea, he did not think of himself as a writer. Free from per-
sonal attachment to what he had written, he gave it over, without
reservations, to all those who wished to instruct themselves, or to
write, on these matters, and more often than not he did not even
keep copies of what he had written. These fragments, jotted down
in haste and forgotten by him, are nevertheless precious, even if
regarded purely from the point of view of composition: his writ-
ings, like his conversation, was characterized by a natural eloquence,
a lucid precision when expounding his principles, a remarkable art
of presenting them from all types of viewpoints, of adapting them
for all minds and of having them appreciated by examples which
were always just right, and whose very rightness was often striking; a
politeness which never failed, and a shrewd logic in the discussion of
objections; finally, a patriotic and humane tone, which was uninten-
tional and therefore all the more genuine.

M. de Gournay did not content himself with advocating his
ideas through writing or speech: to command respect for the ideas
he thought useful he applied the same activity, the same warmth and
the same perseverance which an ambitious man puts into the pur-
suit of his own interests. Incapable of losing heart when the cause
was a worthy one, he did not hesitate to push his efforts to the point
of obtrusiveness. No propricetor of our isles has clamored with as
much zeal for the freedom of trade for neutral vessels in our colo-
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nies during the war.® His solicitations were all the more animated
and pressing because he demanded nothing for himself, even to the
extent that he died without receiving any favor from the court.

Meanwhile, as he occupied himself solely with public work,
his own fortune, as well as his health, had wasted away. He had sus-
tained losses on the funds which he had left in Spain, and the state
of his affairs forced him to leave his position as Intendant of Com-
merce in 1758. Some important people who knew how useful he
was suggested that he ask the Court for some favors for himself
which would compensate him for the losses he had sustained. He
replied, “that he did not esteem himself sufficiently to believe that
the State had to buy his services, that he had always looked upon
similar favors as a dangerous practice, especially in the circumstances
in which the State was situated, and that he did not desire to be
reproached for being a party to exceptions to his own principles in
his own interest” He added, “that he did not believe himself to be
excused by his retirement from occupying himself with objectives
useful for the well-being of trade.” For this reason, he requested to
keep his seat at the Board of Trade, with the title honorary, which
was accorded to him.

Some time previously, he had similarly sold his Office of Coun-
cillor at the Grand Council, but had kept the title of honorary

councillor.

Retirement did not deprive M. de Gournay of his importance.
His zeal was not lessened because of it, his insight could still be as
useful as ever. M. de Silhouette, whose regard for M. de Gournay
speaks in praise of both of them, resolved, as soon as he had become
Contréleur-Général, to remove from retirement a man whose tal-
ents and zeal were so fitted to furthering his own designs. He began
by inviting him to be present at the conference which the Intendants
of Commerce held every week with the Contréleur-Général, and at
which M. de Gournay had ceased to be present. He also intended
him to take up one of the positions of Royal Commissioner to the

8 Le., the Seven Years’ War (1756-1763) in which France supported Austria against Prus-
sia and England.
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General-Farm.” In this office, M. de Gournay would have been in
a position to appraise the reciprocal complaints of commerce and
finance, and to search for a means of reconciling these two interests
of the State as far as possible, but he was not able to profit from this
token of esteem of M. de Silhouette. When this proposition was put

to him he had already been stricken by the illness of which he died.

His health had been deteriorating for a long time. After spend-
ing carnival time at his estate of Gournay, he returned with a pain
in the hip he at first took for sciatica. For a time the pain gradu-
ally grew worse, and at the end of two months a tumor was discov-
ered which appeared to be the source of the trouble, but several dif-
ferent attempted cures could not dissipate it. Weakness and ema-
ciation increased. The waters had been suggested, but he was not
strong enough to undertake the journey; a slow fever was consum-
ing him. A last effort was made with the use of a resolvent which
was regarded as more potent, but no sooner was it applied, than M.
de Gournay lapsed into a violent fever accompanied by delirium.
This state of affairs lasted for three days; at the end of this time, he
regained consciousness, of which he made use to make his will and
to receive the last rites of the church. He died that same evening.

In the year .. .!° he married Clothilde Verduc, and he lived in
great harmony with her. No children resulted from this marriage.

M. de Gournay would merit the gratitude of the nation even if
it would have been obliged to him only for having contributed more
than any other person to the directing of minds toward economic
knowledge. This glory would be secured for him even if his princi-
ples were still liable to opposition; and truth would always have prof-
ited from the discussion of matters to which he had given occasion
for debate. Posterity will decide between him and his adversaries. But
until the nation delivers its judgment, the honor of being the first to

? Le., the agency for collecting indirect taxation on behalf of the crown on a commission
basis.

10 This is left blank in the French text. The date of marriage between Gournay and
Clothilde Verduc was apparently not known to Turgot. In fact, Gournay was married in
1748, on his retirement from trade.
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diffuse the principles of Child and of Johan de Witt may be confi-
dently claimed in his memory. And, if one day these principles are
adopted for commerce by our administration, if they will ever be for
France what they have been for Holland and England, that is, a source
of abundance and prosperity, our descendants will know that grati-
tude for it is due to M. de Gournay.

The opposition which his principles encountered has led some
people to portray M. de Gournay as a fanatic and a man of systems.
This phrase, 2 man of systems, has become a type of weapon in use
by all those who are biased or interested in maintaining some abuse,
and directed against all those who propose changes in the szatus guo.

The philosophers of recent times have indeed, with as much
strength as reason, striven against the spirit of systezs. They under-
stood by this term those arbitrary suppositions with the help of
which it is attempted to explain all phenomena and which actu-
ally explain them all equally, because they do not explain any; that
lack of observation, that overhasty reliance on obscure analogies by
which a particular fact is rashly transformed into a general principle,
and the whole is judged by a superficial glance at a part; that blind
presumption which relates all it does not know to the little it knows;
which, dazzled by an idea or a principle, sees it everywhere, like the
eye, fatigued by an intense look at the sun, casts its image on all the
objects to which it directs itself; which wants to know all, explain
all, arrange all, and which, ignorant of the inexhaustible variety of
nature, claims to subjugate it to its arbitrary and limited methods,
and tries to circumscribe the infinite in order to embrace it.

But when men of the world in their turn condemn syszems, it is
not in the philosophic sense. These men, accustomed to receive all
opinions, one after the other, like a mirror reflects all images without
retaining them, accustomed to find everything probable without
ever being convinced, to ignore the intimate connection of effects
with their causes, to contradict themselves constantly without being
aware of it or placing any importance on it, these men cannot help
but be astonished when they meet with a man who is inwardly
convinced of a truth, and deduces consequences from it with the
rigor of exact logic. Today they will listen to him, tomorrow they
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will listen to entirely contrary propositions, and they will be sur-
prised not to see in him the same flexibility. They do not hesitate to
call him a fanatic and a man of systems. Thus, although in their lan-
guage the word system applies to an opinion adopted after mature
consideration, supported by proofs and consistent in its conse-
quences, they none the less take it amiss because the little attention
of which they are capable does not enable them to judge the reasons,
and does not offer them any opinion to which they can refer con-
stantly or which is clearly related to a particular principle.

Yet it is true that all thinkers have a syszen, that a man who has
no system or logical connection between his ideas must either be an
imbecile or a madman." Never mind. The two senses of the word
system are confused, and he who has a system in the sense of the
men of the world, that is, a settled opinion resulting from a chain of
observations, will incur the reproaches made by the philosophers to
the spirit of systems taken in quite a different sense, that of an opin-
ion not founded on sufficient observation.

Taking the word system in the popular sense, M. de Gournay,
undoubtedly, was a man of systems, since he had a viewpoint to
which he was strongly attached. His adversaries were all men of sys-
tems, as much as he was, since they held an opinion contrary to his.

But if the word system is taken in the philosophical sense,
which I first developed, nobody was further removed from that
than he. On the contrary, he would rather have had the right to lay
this reproach at the door of the principles against which he fought,
since his whole doctrine was founded on the complete impossibil-
ity of directing, by invariant rules and by continuous inspection a
multitude of transactions which by their immensity alone could not
be fully known, and which, moreover, are continually dependent on
a multitude of ever changing circumstances which cannot be man-
aged or even foreseen; and since he therefore wanted the adminis-

11 This sentence was changed by du Pont in his edition of Turgot’s works. It should appar-
ently read as follows: “In this last sense, it is however true that everybody who thinks has a
system and that a system cannot be a matter for reproach, secing that a system can only be
confounded by an opposite system.” (Note by Gustave Schelle.)
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tration not to attempt to lead everybody by the hand, and not to
claim the ability to do so, but rather to let them go their way and
rely more on the natural motive of self-interest, than on the external
and artificial restraints of regulations which were always arbitrary in
spirit and often so in application. If arbitrariness and a mania for fit-
ting facts to ideas rather than ideas to the facts are the distinguishing
marks of the spirit of systezs, then assuredly M. de Gournay was not
aman of systems.

He was even less so as far as an obstinate attachment to his
ideas was concerned. The humility with which he held them proved
strongly that he was not conceited about them and that he upheld
them only as a citizen. It can be said that few men have been as per-
fectly free as he was from that type of vanity which shuts the door
on new ideas. He searched for new information as if he knew noth-
ing, and was ready to examine every assertion as if he had never held
any opinion to the contrary.

It must also be said that this so-called system of M. de Gour-
nay had this peculiarity that its general principles have been adopted
by nearly the whole world; that at all times the desire of commerce
among all the nations has been expressed by those two words: free-
dom and protection, but above all freedom. M. le Gendre’s phrase to
M. Golbert is well known: laissez-nous faire. Often M. de Gournay
differed from the men who treated him as a man of systems only
in this: that he objected with the strictness of a just and righteous
heart, to the exceptions which they allowed in favor of their own
interests.

For example, the world is full of people who condemn exclu-
sive privileges, but who believe that there are certain commodities
for which they are necessary. This exception is generally based on
their personal interest, or on that of individuals with whom these
people are connected. Thus the majority of people is by nature well
disposed toward the sweet principles of commercial freedom. But
nearly all, either through interest, or through habit, or through sub-
ordination, insert some small modifications or exceptions.

M. de Gournay, in objecting to any exception in particular, had
the majority with him, but by objecting to all exceptions at the same
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time, he ranged against him all the people who each wanted one
exception, even though they were not united on the type of excep-
tion they desired. The result of this was a misleading unanimity of
feeling against his principles, and an almost universal imputation of
the title of 72an of systems against him personally.

This imputation was seized upon as a rallying cry by those who
were turned into his adversaries because of envy or an excessive zeal
for their own opinion, and gave them the excuse to oppose him as a
solid body, instead of the empty shadow they really were, of which
any man less zealous for the public welfare and less indifferent to his
own interests, would have been terrified.

Opposition only served to stimulate his courage. He knew that
by declaring the universality of his principles less candidly, and by
failing to acknowledge all the remote consequences which derived
therefrom, by being a party to some slight modifications, he would
have evaded this dreaded title of a 7an of systems and would have
escaped the bias which people endeavored to propagate against him.
But he believed in the usefulness of developing principles to their
fullest extent, and he wanted the nation to instruct herself; and only
the clearest exposition of the truth could instruct her. He thought
that such circumspection would be useful only to himself, and he
held himself of no account.

It is not true that he believed, as several people alleged he did,
that there was no need for any moderation in the reform of abuses;
he knew how necessary it was to prepare all improvements, how
dangerous too sudden shocks are; but he thought that the neces-
sary moderation should be in the action and not in the thought. He
did not desire to have the whole old edifice knocked down before
the foundations of the new one had been molded, but he wanted
an extensive plan to be drawn up before this task was started,
to avoid acting blindly either in destroying, or conserving, or in
reconstructing.

Finally, to M. de Gournay’s very personal glory, there was his
virtue, which was so well known that in spite of all the opposition
which he had to endure, not the least shadow of suspicion ever tar-
nished the brightness of his reputation even for a moment. This vir-
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tue did not falter all through his life. Based on a deep feeling of jus-
tice and philanthropy, it made him a kindly and modest man, for-
bearing in society, irreproachable and even austere in his conduct
and principles, but austere only for himself; even tempered at home,
busy in his family circle to make all those around him happy, always
ready to sacrifice, obligingly, all that he did not regard as duty. In
public life he showed himself free from all self-interest, ambition,
and almost entirely free from love of glory, and yet, none the less
active for it, nor less indefatigable, nor less ingenious in the pursuit
of the fulfillment of his designs, whose sole objective was the general
welfare. He was a citizen completely occupied with the prosperity
and glory of his country and the happiness of mankind. Humanity
was one of the motives which tied him most to what was called his
system. He most vigorously reproached his opponents for the princi-
ple of always favoring the rich and idle part of society at the expense
of the poor and industrious part.

It is unfortunate in a way that men commendable for the most
deserving virtues, and who are most truly useful to the world, are
most unfavorably endowed in the distribution of fame. Posterity
considers almost exclusively those actions which take place in pub-
lic and which are dazzling, and it is perhaps more sensitive to their
brilliance than to their usefulness. But, even if we assume its judg-
ment to be always equitable in this respect, the motives and the
spirit which produce these actions and which alone can lend them
the mark of virtue, are ignored. The finer details are lost in the nar-
rative of history, like the glow of a complexion and the delicacy of
features vanish under the painter’s colors. Only lifeless brush strokes
remain, and actions whose character is misjudged. Sometimes spite
and sometimes flattery interpret them at their pleasure, and only too
often succeed in making posterity’s verdict fluctuate between the
purest virtue, and clever vice masked as virtue.

This misjudgment never occurs while these people are still
living, and there is an interval of time when spite in vain attempts
to tarnish a well-known virtue and when flattery that would offer
undeserved honors can be repelled. This moment passes with the
life of the person. Therefore the only means of ensuring, for that
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small number of men whose virtue is generally recognized, the con-
tinuation of the general esteem which they deserve, and of catching
the fragrance of virtue which surrounds them, is to call forth the tes-
timony of the present generation, and to call recent events to bear
witness. In rendering this deserved public homage to the virtue of
M. de Gournay, we feel sure that no voice will be lifted against us.






Observations ona Paper
by Saint-Péravey
on the Subj ect of Indirect Taxation

Turgot returns to a familiar theme, the view
that taxation must ultimately fall on land. He
makes points of value to later economists who aban-
doned this doctrine, derived from the Phsyiocrats.
Continual changes in economic data make it impos-
sible to arrive at constant numerical relationships
among prices, a fact that Turgot uses to throw into
question some calculations in the paper on which
he is commenting. He goes on criticize attempts
to regulate interest. A return on capital is essential:
without it, lenders would not lend and economic
progress could not occur. It is also incorrect to think
that the accumulation of capital withdraws money
from circulation; but even if it did, this would not

be a bad thing.







CHAPTERG6

Observations ona Paper by Saint-Péravey
on the Subject of Indirect Taxation

he author assumes firstly, that the proprietors spend
half their income on purchases from the productive
class and the other half on purchases from the indus-
trial class; secondly, that the productive class spends
only a quarter’ of its income on manufactured goods.

These two propositions are to be regarded as
hypotheses only, which contain some degree of realism, and which
may be used in mathematical formulae, but from which completely
precise conclusions can never be drawn. The proportion between
the various expenditures of each class is too variable to permit of
accurate calculation. Assumptions of this type may only be usefully
employed to give a clearer idea of the circulation.

The author argues and calculates later on the basis of an
assumption which he has already put forward as a principle, that
the proportion between the annual advances in agricultural pro-
duction, and its total product is as two is to five. The dubiousness
of this assumption does not weaken what has previously been said
to demonstrate that the indirect tax falls entirely on the proprietors,
because this truth results purely from the impossibility of encroach-
ing upon the advances and the wages of the agricultural and the
industrial classes without ruining them. These classes can only pay

Written 1767 in discussion of Mémoire sur les effets de I'impot indirect, by Saint Péravy.

! Turgot’s “quarter” should be “a third.”
131
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at the expense of the proprietors, who are the only ones to receive
the disposable portion of the crop, that gratuitous portion which
the soil yields over and above the cost of working it. But since, in
the subsequent estimation of the excess burden of the indirect tax by
the effect which the decrease of the advances must cause, the start-
ing point of the calculations is this assumed proportion between the
annual advances and the total product of two to five, it is necessary
to examine this assumption.

I would grant that this proportion has been established on
the basis of exact calculations of the advances and the products of
some farms ez grande culture in a fertile region, which the author,
or those who furnished him with the facts, visited in order to reas-
sure themselves. But this procedure does not confer the right to
draw from this particular calculation any general results; it takes
little thought to realize that there can be no constant proportion
between the advances and the product. Advances, which are only
a form of expenditure, are not in themselves productive; they do
not even have the productivity which the current rate of interest
gives to loan money. If 20,000 livres put to interest return 1,000
francs, it can be concluded that 40,000 will return 2,000 francs.
But from the fact that 2,000 livres of annual advances applied
to a farm will return 5,000 francs worth of product, it cannot be
concluded that another 2,000 livres employed on another plot of
ground would also yield 5,000 francs, nor that 4,000 employed
on the same land would yield 10,000. The expenses of agricul-
ture consist in giving the soil such preparation as is most likely to
make it fruitful. Now, the outcome of these preparations, which
determines the product, is by no means proportioned to the
expenditure: the knowledge of the cultivator renders the same
amount of expenditure more or less productive, depending on the
extent to which his method of applying it is appropriate to the
nature of the soil and all the seasonal factors. If as much plough-
ing is bestowed on a light soil as on a heavy soil, the cost may be
higher while the return may be lower. If Tull’s system contains
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some truth,” production may be increased while economizing on
the seed. Then the annual advances will diminish and the total
product will increase. Production implies advances, but equal
advances on soils of different fertility would yield very differ-
ent total products, and this in itself would be sufficient to prove
that product is not entirely proportional to advances. Even if
applied to the same field it is not proportional, and it can never
be assumed that double the advances will yield double the prod-
uct. The earth certainly has a limited fertility, and assuming it to
have been ploughed, manured, marled, ditched, watered, weeded,
as far as it can be, it is obvious that all further expenditure would
be useless, and that such increases could even become detrimen-
tal. In this case, the advances would be increased without increas-
ing the product. There is therefore a maximum point of produc-
tion which it is impossible to pass, and when this point has been
reached, advances will not only cease producing 250 for 100, but
will produce absolutely nothing.

While it may be granted to the author that, in the case of ordi-
nary good cultivation, the annual advances return 250 for 100, it
is more than likely that as the advances are increased gradually past
this point up to the point where they return nothing, each increase
would be less and less productive. The fruitfulness of the soil may
be compared in this case with a spring which is compressed by load-
ing it successively with equal weights. If the weights are light and the
spring is rather stiff, the effect of the first few weights may be almost
negligible. When the total weight is heavy enough to overcome the
initial resistance, the spring will yield visibly and will compress; but
when it has been compressed to a certain point, it will offer more
resistance to the force which compresses it, and such weights as
would have compressed it an inch, can compress it no more than a
fraction of an inch. The effect will thus diminish increasingly. This
comparison is not entirely accurate, but it is sufficient to show how,

2 Presumably a reference to Tull's The New Horse-Houghing Husbandry, or;, an Essay on the
Principles of Tillage and Vegetation, Dublin, 1731.
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as the soil approaches the point where it yields as much as it can pro-
duce, a very large outlay can only increase the product slightly.

If, instead of increasing the advances by equal degrees beyond
the point at which they yield most, the farmer diminishes them, the
same change in the proportion would be found. It is not just con-
ceivable, but it is certain that very small advances yield a smaller
profit than very large ones, and that the ratio between the profits is
higher than that between the advances. If 2,000 livres yield 5,000,
1,000 may not even yield 1,500, and 500 will not yield 600.

Seed thrown on a soil which is naturally fertile, but has not
been prepared at all, would be virtually a waste of expenditure. If the
soil were tilled once, the produce would be greater; tilling it a sec-
ond or a third time would not just double or triple, but quadruple
or decuple the produce, which will thus increase in a much larger
proportion than the expenditure, and this would be the case up to
a certain point, at which the produce would be as large as possible
relative to the advances.

Past this point, if the advances are still further increased, the
product will still increase, but less so, and continuously less and less
until an addition to the advances would add nothing further to the
produce, because the fertility of the soil is exhausted and art cannot
increase the product any further.

I will mention that it would be mistaken to imagine that the
point at which the advances yield the most is the most advantageous
one which the cultivator can attain, for, although further increments
in advances do not yield as much as the preceding increments, if
they yield enough to increase the ez product of the soil, there is an
advantage in making them, and it will still be a good investment.
If it is assumed, for example, as it is by the author, that the annual
advances in good cultivation yield 250 per cent, an increment which
yields 225 per cent would still be exceedingly profitable. For, since
the interest on fixed capital and the return of the first dose of annual
advances has already been deducted from the 250 per cent, and since
this deduction still leaves a very adequate nez product, if from the
product of the next dose of annual advances 100 is deducted for its
replacement and 10 for the interest on the first dose, which becomes
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an addition to the fixed capital, of which the advances of the first
year are always a part; if then, 110 per cent is deducted from the 225
produced by the new advances, a net product of 115 per cent would
be obtained from the new advances, which would be added to the
250 per cent from the first advances, etc.

I have dwelt extensively on this point, because it is important
not to surrender too casily to the hope of estimating with com-
plete accuracy the decrease in total product caused by a decrease in
annual advances when indirect taxation has broken into the latter.
Here the author’s calculations seem to be based on a fallacy, since
he assumes that production is always in a proportion of five to two
to the annual advances, and calculates the diminutions in the total
product at this rate. It is evident from the above that the harmful
effect of the diminution of the annual advances would be less when
cultivation is already beyond the point at which the advances yield
as much as possible. If, on the contrary, this diminution begins only
when the annual advances yield the greatest product, the decrease
must be greater; but below this, there must also be a point where
the decrease in annual advances diminishes production in a still
smaller proportion. In short, the decrease of advances must dimin-
ish the production in the same proportion as the gradual increase of
advances had augmented it.

The fundamental principle of the paper, that the renewal of the
cultivator’s capital may not be impaired, and that he cannot decrease
his advances without decreasing production, is beyond doubt; but
the exact extent of this decrease does not appear to be susceptible to
precise determination.

X X X

The rentier is a merchant of money. Interest is the price of capi-
tal. Since the capital yields nothing by itself, but only by virtue of the
agreement of the contracting parties, a tax on interest is exactly like
any other tax on commodities. If part of the price of any commod-
ity whatsoever is taken away, obviously this price is prevented from
falling to the buyer’s advantage by the whole of what is demanded
from the seller. It is thus the buyer, who in the final analysis in this
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case is the proprietor of the property, who pays the tax on interest.
This reasoning appears at first glance to be contradicted at times
when applied to the facts, through the influence which the author-
ity of the law regulating interest exerts in this matter. But it must be
noted that the effect of the law on interest is always to maintain it
at a higher rate than would be the case in the absence of a law. This
law, just like all other legal fixation of commodities, always raises the
price, or interrupts commerce.

When the sovereign taxes interest, the whole impact of the law
falls on the existing arrangements, and as the lender cannot demand
reimbursement, he has no means at all of recouping his loss. As for
new contracts, made after the passing of the Edict, if the lenders sub-
mit to the law of the tax, it is proof that the legal rate of interest was
above the natural rate, for if the legal rate was too low, the lenders
would evade the law by private arrangements, or else they would
cease to lend.

If natural order, complete liberty and the competition which
results from these existed in the trade in money, the reasoning put
forward by the author would be as true in practice as it is in theory.

X X X

It is certain that houses do not produce any revenue which may
be regarded as additional revenue for the State. Their rent is obvi-
ously a pure expense which, like all others, is paid from the pro-
duce of the soil. I believe, however, that houses should be taxed, not
because of the value of the building, but because of the value of the
land which they occupy and which is only used for building because

in this way it yields more than in any other way.
X K x

It is physically impossible for the taxes on consumption to be
graded on the basis of the disproportion between luxuries and neces-
sities. The tax on consumption goods has a maximum which cannot
be exceeded, and this maximum is determined by the relative ease of
smuggling. The risks of smuggling are estimated like those of the sea,
and it is a known fact that contraband can be insured. If the tax on a
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commodity is 15 per cent, and if the risk of smuggling is only 10 per
cent, obviously nearly all supplies would be smuggled in, and the tax
would produce so much the less for the government. Now the more
precious the commodities are, the more value they have for their
bulk, the easier it is to smuggle them. It is easier to hide 20,000 livres
worth of lace work than twenty francs worth of corn; the duty must
thus be diminished in proportion to the value of the commodities,
and the expenditures of the rich are exactly those that are charged
least. All excessive duties can be levied only by way of state monop-
oly; but the evils of this type of tax are innumerable, and the effects
it produces, by disturbing trade and reversing all moral values in the
minds of the people, are even more fatal than those it produces in its
quality as an indirect tax, and which it has in common with all other
taxes on consumption.’

X X X

It is certainly an evil that a very great part of private expenditure
is made in the capital, but this disadvantage is not peculiar to the
profit from the General-Farm. That of the Receiver-General, which
arises out of direct taxation, that of the creditors, and pensioners of
the government, the revenue of all great proprietors, are all spent in
the capital. It is a great evil, but it derives from the general system of
government rather than from the nature of the indirect tax.

It seems that the author here envisages as an evil that part of
the profits of the Farmers-General are set apart to create capitals,
and that the money which they have gathered is not immediately
returned to the circulation. We may leave the Farmers-General, for
the advantage, and what the author believes to be the disadvantage,
of saving from profits, holds as much for any other profits as for
theirs. Consider the question in general.

3 A paragraph has been omitted at this point by du Pont. This paragraph reads in transla-
tion: “I am not sure if it is absolutely impossible for a government to ascertain the product
of a farm exactly. In a vast, and consequently complicated administration, where so many
interested parties are entitled to have an account of the profits in which they share rendered
to them, it is impossible that the farmers do not have their account books very much in
order so that the government can always have them produced”
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The author, and the majority of economic writers, seem to
assume that the whole of the revenue must necessarily be returned
directly to the circulation, without any part of it being set aside for
the formation of a monetary capital, and that, if it were otherwise,
the reproduction would suffer by it. This assumption is far from
true; it is sufficient, in order to see its falsity, to reflect on the impor-
tance of capitals in all the profitable enterprises of agriculture, of
industry and of trade, and on the utter necessity of advances for all
these enterprises.

What are these advances, and where lies their origin, if not in
the savings from the revenue? The only true wealth is the produce
of the soil; the advances can thus grow only by the setting aside of
part of what the soil produces, and part of what is not absolutely
necessary for the reproduction. It makes no difference whether this
part is put aside by the entrepreneurs of the industrious classes, or
by the proprietors. In the first case, the entrepreneurs retain part of
their profits and accumulate capitals which they use to expand their
enterprises; but for this it is necessary that their profits are a little
higher than what is strictly required for the reproduction on the fol-
lowing year. This may occur in two ways; firstly, because besides the
current return and replacement of their advances, besides the salary
for their work and subsistence, they have a right to an interest on
their advances equal to what the same capital would yield them in
any other way without effort on their part, be it in the acquisition of
landed property, or in lending at interest. Thus they need only a cer-
tain amount of capital to start with for the interest on this capital,
accumulating with it, to swell it at quite a rapid rate, because their
right to a subsistence in return for their work is independent of their
right to profits from their capital. Secondly, because the absence of
competition for some enterprises puts the entrepreneurs in the posi-
tion of making profits which are higher than what is required for
the continuation of those enterprises, and from which they can save
a great deal each year. These profits are a portion of the net prod-
uct which the entrepreneur appropriates over and above the returns
which are necessarily due to him, and at the expense of the pro-
prietors. The immediate result of this thrift is the accumulation of
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movable capitals, and these capitals are only accumulated for the
purpose of obtaining a revenue or annual profit, which can only be
done by employing this capital. The effect of this accumulation is to
lower the interest of loan money; to increase the exchange value of
landed property; to diminish the necessary returns of the entrepre-
neurs in all industry and the costs of all enterprises; to make profit-
able, and consequently possible, enterprises which were not so pre-
viously; to increase proportionately the total number of enterprises
and the total output.

Of all the employments of money, that which requires the least
effort on the part of the capitalists, is lending at interest; the sec-
ond in order of ease is the acquisition of land; but the latter is first
in order of security. Only the expectation of making a greater profit
could urge the owner of a money capital to employ it in uncertain
and laborious enterprises. The rate of interest of money is thus the
first established standard, the parameter (if I may call it this) on
the basis of which the exchange value of landed property and the
profits of the advances in agricultural, industrial and commercial
enterprises are established. It is useless to declaim against the pub-
lic stocks and their useless owners; as long as this use of money, that
is to say, as long as this need for borrowing money, will exist, it will
be preferred, because it is in the nature of things that it should be.
Only what is left over can be used to call into existence, by way of
advances, enterprises which take trouble. It is like the bed of the
Nile, which must necessarily be filled before the flood is d