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PREFACE

I THANK my old Cambridge friend, F. W. Lawe, for the chart and
statistical argument on pages 396—400. For assistance in the
preparation of this book for the press I am indebted to colleagues
at the University of Toronto as well as to friends in what I
now call the Old Country, though I think of it still as did
the young Virginian. I first learned to respect Canadians in a
country that to them and me was overseas; and six years of
university life in Canada have enlarged that respect into
affectionate regard. If I have an economic ambition it is that
by my writings I shall cause Canada and Great Britain to know
each other more intimately. May the sure growth of Canada
never obstruct, but on the contrary promote, the welfare of the
Motherland from which so many of her sons have come. And
furthermore, may Great Britain, through Canada, see steadfastly
the essential friendliness of the U.S.A. towards the rest of the
English-speaking world.

I owe the Index to my colleague in Economic History,
H. A. Innis. The Introduction has already appeared as a
Bicentenary Appreciation in Volume III. of the Dalhousie Review.
As for myself, I am Lancashire-born. My grandfather, as a boy,
was employed on the construction of the first coaches used on
the Liverpool and Manchester Railway, and later invented the
through chain brake in the service of the Lancashire and York-
shire Railway. Some will say that my pride in the North amounts
to an obsession ; and certainly to me there is no place in the
world so beautiful as the English Lakes. That industrial Lanca-
shire is unsightly I know full well, but it is precisely when I have
been in Dorsetshire, walking the Wessex country with a novel of
Hardy in any pocket, that I have felt a great longing to explain
and rejoice in the county of my birth. Progress comes by
specialisation. Here are docks, mills and mines: there, two
hours away, are Coniston and the Furness Fells, and these too are
in Lancashire. But how can I enjoy them unless I believe, and
try to show, that the throbbing life of industrialism will yet win
through to happiness and beauty ?

C.R.F.
TORONTO : Jan. 1928.
v






CONTENTS

INTRODUCTION
THE WEALTH OF NATIONS

1. Adam Smith and his Environment. 2. His Debt to
Others. 3. Characteristics of the Book. 4. Defects.
5. Influence on Economic Policy.

PART 1
FISCAL POLICY AND FINANCE
e I. From WALPOLE TO PITT . . . . .

1. Trend of Fiscal Policy, 1700-1850. 2. Walpole and
Twenty Years of Peace. 3. Trade Policy in War
Time, 1793-1815. 4. The Financial Policy of William
Pitt.

II. HuskissoN, 1770-1830

1. Towards Free Trade. 2. Huskisson’s Career. 3. The
Corn Laws. 4. The Navigation Laws and Com-
mercial Treaties. 5. Imperial Preference. 6. The
Revision of the Tariff. 7. Summary.

II1. PEeEL, 1788-1850 .

1. Peel's Career. 2. Reform of the Excise by the
‘Whigs. 3. Tariff Reductions and the Income Tax.
4. The Corn Laws (1828-1846) and the Anti-Corn
Law League. 5. The Multiplicity of Economic
Problems in the Forties.

IV. GLADSTONE, 1809-1898 . . . .

1. Gladstone and his Generation. 2. Completion of Free
Trade. 3. Direct Taxation and the Income Tax.
4. His Method of Indirect Taxation. 5. Conclusion.

ix

PAGE

23

43

59

70



X

CONTENTS

CHAPTER

V. TowArDps A NEw EconNoMic PoLicy . . .

1. The Resurrection of the Imperial Spirit. 2. Joseph
Chamberlain and the Empire of To-day. 3. Social
Reform and the Aftermath of War. 4. The Lessons
of War Control.

V1. CURRENCY AND BANKING . . . .

1. The Gold Standard. 2. The BankofEngland. 3. The
London Bankersand the Country Bankers. 4. Joint-
Stock  Banking. 5. The Merchant Bankers.
6. Summary of Changes in Banking Function.
7. Comparison with Canada.

PART II
TRADE AND TRANSPORT

VI1I. THE CoURSE OF FOREIGN TRADE . . .

1. The Active Role. 2. The Sinews of Economic Growth.
3. The Metropolitan Market. 4. Trade Rivals.
5. Commodities of Export. 6. The Trade Balance.

VIII. POorRTS AND MERCHANT SHIPPING . . .

1. London and Southampton. 2. Liverpool and the
Manchester Ship Canal. 3. Glasgow as a Port and
Shipbuilder. 4. Trade Routes. 5. Evolution of
the Shipowner. 6. Evolution of the Steamship.
7. Insurance and Registration.

IX. Roaps AND CANALS . .

1. Communication by Land and Water. 2. Turnpike
Trusts and the Road Builders. 3. The Building of
Canals and their Economic Influence. 4. Causes of
Decline.

X. RarLways AND MoTOR TRANSPORT

1. The Great Railway Engineers. 2. Technical Problems.
3. Purpose and Course of Construction. 4. Advan-
tages conferred by Railways. 5. Railways and the
State. 6. The Challenge of Motor Transport.

XI. THE TraNSMISSION OF NEws .

1. Posts and the Post Office. 2. Telegraphs, Cables and
‘Wireless. 3. The Telephone. 4. The Economic
Significance of the Electrical Industry.

PAGE

8o

9I

123

150

173

187

209



CONTENTS

PART III
AGRICULTURE AND INDUSTRY

XII. AGRICULTURE

1. The Feeding of the People. 2. The London Corn
Market at the Beginning of the 1g9th Century.
3. Enclosure and Tenant-farming. 4. Agricultural
Practice, 1700-1875. 5. Burdens on Agriculture.
6. Foreign Competition and the Long Depression.
7. The Contrast between British and American
Agriculture.

XIII. STEAM POWER AND THE ENGINEERS . . .

1. Boulton and Watt. 2. Rise of the Machine Tool
Industry. 3. Coal and Coal Mining.

XIV. THE AGE oF IRON AND STEEL . . . .

1. From Charcoal to Pit Coal. 2. British Leadership in
the Casting of Iron. 3. The Puddling and Rolling of
Iron. 4. The New Steel. 5. Pre-war Production of
Great Britain, Germany, and the United States.

XV. THE TEXTILE INDUSTRIES IN TRANSITION . .

1. Place Names of Textile Products. 2. Woollens. 3. Silk.
4. Linen and Jute. 5. Hosiery and Lace.
6. Cotton. 7. The Great Inventions in the Cotton
and Woollen Industries. 8. Distinctive Features in
the Textile Transition.

XVI. THE INDUSTRIAL REVOLUTION IN RETROSPECT ..

1. The Birth Decade of the Revolution. 2. Copper and
Brass. 3. The Potteries. 4. The Generalisation of
Machine Industry. 5. Competition and the Unit of
Enterprise. 6. The State and Laissez-faire.

PART IV
LIFE AND LABOUR

XVII. REACTIONS OF INDUSTRIALISM . . . .

1. Population and Emigration. 2. The Poor Law and
Apprenticeship. 3. The Migration to Industry.
4. Precise Reaction of Machinery on Hand-workers.
5. Employment of Women and Children. 6. The
Medical Revolution. 7. Sanitation and Housing.

PAGE

221

250

265

279

303

327



xii

CHAPTER

CONTENTS

XVIII. DocMA AND REVOLT . . . . .

1. Liberalism and Benthamism. 2. The Classical
Political Economy. 3. The Messages of Cobbett
and Owen. 4. Early English Socialists. 5. Car-
lyle, Ruskin and Marx. 6. The Novel as a Source
of Economic History.

XIX. THE ORGANISATION OF LABOUR . . .

1. Labour and the State. 2. Trade Union Origins.
3. National Effort, 1830-1890. 4. The Labour Trend,
1890-1927. 5. Trade Unions and the Law, 1867-
1927. 6. Wages and Retail Prices, 1800-1900.
7. British and American Labour Movements com-
pared.

XX, FRIENDLY SOCIETIES AND THE CO-OPERATIVE

MovEMENT . . .

1. Friendly Societies and Savings Banks. 2. Life
Insurance. 3. Insurance and the Co-operative
Movement. 4. Labour Co-partnership and the Co-
operative Store. 5. Early History of Co-operation.
6. The Wholesale Societies. 7. Problems of the
20th Century.

SELECTED READING . . . . .

PAGE

366

380

405

443
445

279

INDEX . . . . . . .
MAPS
LonpoN Docks, City AND RAILWAY TERMINI  facing page 153
INDUSTRIAL MIDLANDS AND NORTH WEST . » ”
ENGLAND AND WALES . . . . . .

(Raslways as in 1843 shown in red.)

End



INTRODUCTION
THE WEALTH OF NATIONS






INTRODUCTION

THE WEALTH OF NATIONS

I. Adam Smith and his Environment

IN the year 1776, the darkest year in the annals of the British
Empire, one of the world’s great books was published. Its
author was Adam Smith (born on June 5, 1723) and its title
An Inquiry into the Nature and Causes of the Wealth of Nations.
The writer was a Scotsman, with the national sense and original
humour of Scotland at its best. This Scotsman was in policy a
liberal imperialist. Because he hated tyranny and was disgusted
by shams, he was eager to see ‘ the project of an empire ’ (for as
he saw it, it was nothing more) converted into a reality so free
that it would endure. This imperialist was a man of cosmopolitan
vision ; and his appreciation of differences in national character-
istics did not shake his faith in the universal application of those
economic principles which would, he argued, benefit the nation
that practised them not less than the world at large.

The age, the country, and the experience of the writer were
alike favourable to the creation of an economic masterpiece
conceived in this mood.

The age was favourable, for the spirit of a new freedom was
already in the air. In religion men were turning from the rigid
gloom of Calvinism to the light of nature by which the Deity of
the 18th century was rationalised and reduced to benevolence.
The medizval conception of an essential clash between private
interest and public policy was all but dead. At every turn local
regulations were collapsing before nation-wide enterprise, and
the economics of Elizabethan England were remembered chiefly
for their irritating survivals. Even as Adam Smith wrote,
Britain was crossing the threshold of the Industrial Revolution,
and Glasgow, Adam Smith’s University, assisted the crossing
by providing James Watt with a sanctuary where he could
experiment in peace upon his steam-engine. In the text of
the Wealth of Nations there is a reference to fire engines
in which ‘boy’ is comically confused with ‘buoy’ (I. 1I),
but the word ‘ steam’ does not occur. The division of labour

1 All references are to the edition by Edwin Cannan. Methuen, 1904, 2 vols.



4 INTRODUCTION

which Adam Smith observed in pin factories (I. 6) and elsewhere
was still a division of hand-processes. But his analysis is
altogether on the line of modern development, for the reason
that the revolution in mechanical technique was preceded by
changes of a commercial and financial order with which he was
fully conversant. Indeed his constant emphasis on the cost of
bringing a commodity to market puts him closer to us of the
2oth century than were his successors who, dominated by the
marvels of factory production, studied too little the economics
of marketing and transport.

The country, too, was favourable. The Scotland of 1750,
like the Canada of to-day, was a country in the making, poor by
comparison with its neighbour to the south, but growing and
conscious of growth. As we read the subtle pages of the Third
Book, in which Smith sketches out a dynamics of society with
his eye on the centuries and on all the continents, we can feel
him to be aware that ks society is not  one that is standing still,’
and that Aés country at any rate had not yet received its ‘ full
complement of riches.” Though Scotland was still ‘much
poorer * than England, it was ‘evidently advancing’ (I. 92).
For the Act of Union had brought opportunities and markets.
No longer did the Lowlands produce ‘ scarce anything but some
miserable pasture, just sufficient to keep alive a few straggling,
half-starved cattle’ (I. 220). But in the biggest things of life,
in church and school and university, Scotland—as Adam Smith
could fairly claim—was richer than England. His master, the
‘never to be forgotten Hutcheson,’ had lectured to him and
his fellow students at Glasgow in the mother tongue, and
had held them spellbound. But ‘in the university of Oxford
the greater part of the public professors have for these many
years, given up altogether even the pretence of teaching’
(II. 251).2

Equally favourable was the experience of the man. He
studied widely before he taught, and he taught and travelled
before he wrote. Born at Kirkcaldy, a small town on the north
side of the Firth of Forth, he attended as a lad its excellent
Burgh School. Thence he proceeded to Glasgow University, and
from Glasgow with a Snell Exhibition to Balliol College, Oxford,
where he taught himself much in its rich college library, residing
continuously for six years 1740-6, term time and vacation.
Returning to a lectureship in Edinburgh, he removed to Glasgow

1 Note, however, that in 1758 the great Blackstone became first Professor of
English law at Oxford, to deliver ‘those bravura passages . . . which Black-
stone so brilliantly executed before crowded and admiring audiences’ (F. W.
Maitland, Collected Papers, 11. 162).
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to become Professor of Logic in 1751, and of Moral Philosophy
in 1752, published in 1759 his Theory of Moral Sentiments, and
delivered for a number of years lectures on ‘ Justice, Police,
Revenue and Arms,’ a copy of which as taken down by a student
has by rare good fortune come down to us (edited by Edwin
Cannan, 1896). In 1763 he left at such short notice that he felt
it incurmbent upon him to return the lecture fees. The pupils
were loth, but the professor insisted. ‘ You must not refuse me
this satisfaction; nay by heavens, gentlemen, you shall not,
he said ; and seizing by the coat the young man who stood next
to him, he thrust the money into his pocket and then pushed
him away.

The occasion of his going was the offer of a travelling tutor-
ship to the young Duke of Buccleuch. He gained thereby an
increase of income, and that which his catholic soul craved far
more, the illuminating experiences of the Grand Tour—a visit
to the great Voltaire at Geneva, conversations at Paris with
Turgot the financier, the Abbé Morellet, Quesnay, that ¢ very in-
genious and profound author’ (11. 171) of the Tableau Economique
—a copy of the jigsaw puzzle which goes by this name is repro-
duced in Cannan’s edition of the Wealth of Nations, Editor’'s
Introduction, xxxii—and others of the Physiocratic School. On
this tour he began his great book ‘in order to while away the
time,” and returning from the Continent in 1766, he worked at
his manuscript for the next ten years. Standing to dictate it
with his back to the fireplace in his study at Kirkcaldy, he would
rub his head on the wall above, to which there adhered for many
years to come this greasy proof of the absent-minded agony of
authorship (John Rae, Life of Adam Smith, p. 260). The book
was instantly acclaimed by the public, and ran through five
editions before his death in 1790.1 It has been given to few men
to achieve a world reputation by a single book, and to fewer
still to prepare that work with such deliberation that, though it
breaks much new theoretical ground and is intimately concerned
with current policy, the author with a few strengthening addi-
}lions is saying in the last edition essentially what he said in the

rst.

Adam Smith is the father of political economy. There is
indeed a long roll of economic literature before his time, but where
it was not Utopian or statistical, it was partial and unsystematised,
and usually little more than a party pamphlet for or against a
particular economic policy. A great part of it was occupied with
the Doctrine of a Favourable Balance of Trade. This doctrine,

1 He was buried in the churchyard of Canongate Parish Church, Edinburgh.
The headstone touches the wall of the Tolbooth of the Burgh of Canongate.
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together with the policy known as the Mercantile System which it
was employed to prop up, was ruthlessly attacked by Adam
Smith, and the attack supplies the driving force of the Wealth
of Nalions. But the book is more than a polemic. For in
smashing a policy he founded a science. He was the first to
analyse in a comprehensive fashion the play of economic motive
and the interaction of economic forces as these were actually
at work in society. As Cunningham well says, ‘ Adam Smith’s
great achievement lay in isolating the conception of national
wealth, while previous writers had treated it in conscious sub-
ordination to the idea of national power. By isolating wealth as
a subject he introduced an immense simplification.”? That
simplification had its dangers, but it is significant that the man
who introduced it was also a philosopher and an historian.

2. His Debt to Others

Adam Smith did not evolve his theories out of an inner con-
sciousness, or support them by imaginary examples. He made
the thoughts and records of others his own, and used them to his
purpose. But three British writers exercised a decisive influence
on him—his master, Francis Hutcheson ; Dr. Mandeville ; and
David Hume. From Hutcheson he got his philosophy and his
first introduction to economics. Mandeville’s Fable of the Bees
(1714) encouraged his own inclination to satire. With David
Hume, his life-long friend, he shared the give and take of in-
tellectual friendship. If priority of publication is to decide, then
it was Hume’s Essay on the Balance of Trade in 1752 which first
exposed the essential fallacies in the balance of trade argument ;
as similarly there are anticipations of Hume’s conclusions in the
writings of Sir William Petty, Sir Dudley North, and John Locke.
But this is priority only in the sense in which all knowledge is
a restatement of what has gone before.

The nature of Adam Smith’s indebtedness to French writers
has been greatly misunderstood. It is a matter of history that
after being a Professor of Moral Philosophy in Scotland he went
to France, and returned to write the Wealth of Nations. Hence
it has been argued that he left Scotland an idealist and after
three years of contact with the French economists returned a
materialist. Less grotesque, but nevertheless misleading, is the
view of William Pitt’s biographer : ¢ It was by residence in France
and contact with the economists, Quesnay and Turgot, that
Adam Smith was able to formulate the ideas soon to be embodied

1 * Progress of Economic Doctrine in the 18th Century,’ W. Cunningham,
Economic Journal, Vol. I. 1891, p. 86.
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in the Wealth of Nations. . . . The more nimble-witted people
gave to its trading rivals the fiscal principles (neglected at home)
which furthered the expansion of its commerce.’ 1

The discovery of the Lectures, which were compiled before
ever he set foot in France, took the bottom out of these and
similar insinuations. What a man can say in his lectures is
enormously less than what he will write in a book, and what
a student can take down in notes is also very much less than the
whole. Nevertheless, the scheme and leading notions of the
lecture course are those of the Wealth of Nations. There are
indeed important additions. One of them, the lengthy and
famous chapter on Colonies (Book IV. chap. vii.), was inspired by
the imminence of the Amegican crisis ; for through his friend
Benjamin Franklin, to whom, it is said, he read chapters in manu-
script, he had intimate access to current opinion and events
in the colonies. Other additions are not less clearly due to his
contact with France, for example the account of the Agricultural
Systems of Political Economy (Book IV. chap. ix.); the dis-
tinction between Productive and Unproductive Labour (Book 1I.
chap. iii.), which, even as qualified by Adam Smith, is untenable ;
and above all the conception of an annual produce and its division
into Wages of Labour, Profits of Stock, and Rent of Land—an
addition which, though not essential to the scheme of the work,
was of fundamental importance to subsequent economics, settling
the form of economic treatises for a century at least. (Cf. Wealth
of Nations, Editor’s Introduction, xxx.) If we pushed back to
those who in their turn influenced the French economists of
Adam Smith’s acquaintance, we should reach among others
a compatriot of his, Richard Cantillon, whose essay on the
‘ Nature of Commerce at Large,’ written 1730-4 and first published
in 1755, was pronounced by Stanley Jevons to be the first
systematic treatise of political economy. Cantillon was a banker
in Paris at the time of John Law and paper money, and he found
in land a standard of value less mutable than the money which
within a short space he had seen cried up and down, inflated,
depreciated, privileged and proscribed. The elder Mirabeau
possessed himself of Cantillon’s manuscript and borrowed from
it. It was at Mirabeau’s house that Adam Smith listened to
the French economists and filled out his conception of an economic
system, probably little dreaming that but for his compatriot
those gatherings might never have been held. The ultimate
problem, however, for the historian is not the interplay of mind
on mind, but the impress of events on human thought; the
determination of individual priority in opinion is always less

1 J. H. Rose, William Pitt and National Revival (1911), p. 323.



8 INTRODUCTION

important than the analysis of the soil in which the body of
opinion grows. But if priority is being argued, let us not part
lightly from the verdict of one who was to Adam Smith what
McCulloch was to Ricardo:—' The leading opinions, which the
French Economists embodied and systematized, were, in fact,
all of British origin.” *

3. Characteristics of the Book

It is rash to dissect a work of genius. Nevertheless, at the
risk of coming miserably short, we shall try to say why the
Wealth of Nations has made an appeal so universal and abiding.

(First of all, it has an inspiring philosophy. The note of
liberty rumbles through the book, and the author keeps at hand
a standard thunder for denouncing particular violations of it,—
‘ Evident violation of natural liberty and justice.” Now it is
the Statute of Apprentices (I. 123) which causes the thunder to
be launched, now the English Law of Settlement of the Poor
(I. 142). Now it is a regulation so prosaic as the restriction of
private note issue (I. 307), and now a high concern of empire—
‘ To prohibit a great people, however, from making all that they
can of every part of their own produce, or from employing their
stock and industry in the way that they judge most advantageous
to themselves, is a manifest violation of the most sacred rights
of mankind ’ (II. 83). He hates, as heartily as Doctor Johnson,
¢ the odious visits and examination of the tax-gatherers ’ (II. 421) ;
and, himself in his closing years a Commissioner of Customs, he
has a sly sympathy for the smuggler, ‘ a person who, though no
doubt highly blameable for violating the laws of his country, is
frequently incapable of violating those of natural justice, and
would have been, in every respect, an excellent citizen, had not
the laws of his country made that a crime which nature never
meant to be so’ (II. 381). (Adam Smith denounced ‘ the im-
pertinent badges of slavery ' imposed by the mother country on
the American colonies,} and would perhaps have applied the
moral of the smuggler to that new prohibition which the American
people have seen fit to impose upon themselves.

Secondly, his fellow-feeling makes him see both sides. The
balance of his sentences, which lingers so in the reader’s mind,
accords with the superb balance of his thought. No man had
stronger views than he; yet few men have been fairer. In his
strength he could afford it. Thus the declamation against
restraint of private note issue concludes, ‘ Such regulations may,

1 Dugald Stewart (1753-1828), Life and Writings of Adam Swmith, Collected
Works, X. 97.
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no doubt, be considered as in some respect a violation of natural
liberty. But those exertions of the natural liberty of a few
individuals, which might endanger the security of the whole
society, are, and ought to be, restrained by the laws of all
governments ; of the most free as well as of the most despotical ’
(I. 307).

The Wealth of Nations opens with a statement of the advan-
tages obtained from the division of labour ; and it is only within
the last decade that economists and psychologists have joined
forces to study its human disadvantages. But they might well
take as their text the following passage from Book V. :

The man whose whole life is spent in performing a few simple opera-
tions, of which the effects too are, perhaps, always the same, or very
nearly the same, has no occasion to exert his understanding, or to
exercise his invention in finding out expedients for removing diffi-
culties which never occur. He naturally loses, therefore, the habit of
such exertion and generally becomes as stupid and ignorant as it is
possible for a human creature to become. . . . Of the great and ex-
tensive interests of his country he is altogether incapable of judging ;
and unless very particular pains have been taken to render him other-
wise, he is equally incapable of defending his country in war (II. 267).

The passage occurs in the chapter on ‘ Education,’” because these
results would occur unless by education they were prevented.
Therefore he would have schools for the young and old supported
by the State.

In some countries of the New World the conflict of economic
interests between town and country is the leading political issue,
and the peasants of Russia within recent years have shown the
passive but deadly revenge which the grower of produce can
take on the townsman who does him violence. Adam Smith did
justice to both. He saw that while agriculture was always the
most essential industry, yet commerce had been, as a matter of
history, the stimulus to agricultural improvement. ‘It is thus
that through the greater part of Europe the commerce and manu-
factures of cities, instead of being the effect, have been the cause
and occasion of the improvement and cultivation of the country ’
(I. 390). Admiring the country gentleman and farmer, ‘ to their
great honour, of all people the least subject to the wretched spirit
of monopoly ’ (I. 426), he nevertheless found in the merchant
turned farmer ‘the best of all improvers’ (I. 382); and he
retninded both that ‘landlords, like all other men, love to reap
where they never sowed ’ (I. 51).

In Adam Smith’s day the struggle between capital and labour
was young. To combination he was naturally averse, as abridging
the scope for individual initiative, and at a later date he would

B2
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probably have shared with Francis Place, the Westminster tailor,
the hope that with education and the removal of persecution
the desire of the working classes for combination would disappear.
But he was as tolerant as Nassau Senior 65 years later was
savage: ‘We believe that if the manufacturer is to employ
his capital only under the dictation of his short-sighted and
rapacious workmen, we shall not retain the industry, the skill,
or the capital on which our manufacturing superiority, and with
that superiority our power and almost our existence, depends.’ !
So wrote Senior and his colleagues concerning the feeble com-
binations of starving weavers. Contrast with this the language
of the Wealth of Nations :

We rarely hear, it has been said, of the combinations of masters ;
though frequently of those of workmen. But whoever imagines,
upon this account, that masters rarely combine, is as ignorant of the
world as of the subject. Masters are always and everywhere in a sort
of tacit, but constant and uniform combination, not to raise the wages
of labour above their actual rate (I. 68).

Both men love liberty, but one is neutral and the other is partisan.
Writing twenty-four years before the prohibiting Act of 1800,
Adam Smith supplied in advance the most telling argument for
its repeal—its inevitable one-sidedness. Writing sixteen years
after the enfranchising legislation of 1824-5, Nassau Senior had
learnt nothing, and had not even remembered his Adam Smith.
‘ They are desperate, and act with the folly and extravagance of
desperate men ’ (1. 69).

Thirdly, he blends history and theory with delicate skill. In
what may be considered the artistic climax of the whole work,
namely the famous set-piece attack on the Mercantile System,
history is his most powerful weapon. Book IV is an historical
bombardment, a history of tariffs and bounties and monopolies,
concentrated for the delivery of a smashing blow at the economic
policy behind which they were entrenched. Two ways of attack
were open to him: he might attack mercantilism either as
a doctrine or as a policy, and in the end he did both. The first
was the more illuminating from the standpoint of theory, because
it allowed him to set forth the function of money in the commerce
of nations :

To attempt to increase the wealth of any country, either by in-
troducing or by detaining in it an unnecessary quantity of gold and
silver, is as absurd as it would be to attempt to increase the good cheer
of private families by obliging them to keep an unnecessary number of
kitchen utensils (I. 406).

1 Final Report of the Handloom Weavers Commission, 1841, p. 117.
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But the second line of attack was more fundamental. For when
he wrote, few people of any account could have believed that
wealth consisted in money and money alone ; and in earlier times,
when ready money was scarce, there was a very real justification
for the desire to procure the precious metals, as the Jews in many
countries of Europe proved to their profit. And Adam Smith
seems to have felt this; for in the ‘ Conclusion of the Mercantile
System,” which first appears in the third edition, he does not
revert to the doctrine of the trade balance, but concentrates upon
a critical examination of the fiscal devices which, with the
ostensible object of enriching the country, had sacrificed the
interests of the consumer to those of the manufacturer and
merchant.

Essentially fertile, he always gave to his criticism a constructive
turn. He set out the case for free trade with a moderation which
strengthened the chances of its adoption. Tariff retaliation might
be good policy, as policy was understood by ‘ that insidious and
crafty animal, vulgarly called a statesman or politician’ (I. 432),
but ‘it seems a bad method of compensating the injury dcae
to certain classes of our people, to do another injury ourselves, not
only to those classes, but to almost all the other classes of them ’
(I. 433). It might be desirable to introduce freedom of trade
‘only by slow gradations, and with a good deal of reserve and
circumspection ’ (I. 433), but—for reasons which he gives in detail
—the disorders occasioned by its sudden introduction would prob-
ably be less than was commonly imagined. But Adam Smith’s
vision reached beyond the coast line of Great Britain. There
were things more important than national opulence, and one of
these was the settlement of the trouble with America. He pleaded
with passion for an imperial union and representation of the
colonies in the British parliament: ‘That this union could be
easily effectuated, or that difficulties and great difficulties might
not occur in the execution, I do not pretend. I have yet heard
of none, however, which appear insurmountable’ (II. 124). In
the closing words of the last book, after he has discoursed on
religious instruction and the education of youth and has examined
with a technique that is startlingly modern the theoretical incid-
ence of actual taxes, he recurs again to the imperial burden :
* either carry it worthily or drop it ’ is the substance of his charge.
And if an England that was accustomed to dream of fortunes
beyond imagination in the South Seas and to celebrate victories
almost every month in the year, could by no other means be
stung into doing the right thing, surely she would pause before
the bleak alternative, which was ‘ to accommodate her future
views and designs to the real mediocrity of her circumstances ’
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(II. 433) : ‘I am a slow, a very slow workman,” he wrote to his
publisher Cadell *—but he knew how to finish the course.

Fourthly, his mind is a storehouse of information gathered
from reading, conversation, and travel. Quotations from the
classics jostle by the side of strange customs reported by travellers
and of homely details observed by himself. He quotes, as his
editor observes, ‘ by their own name or that of their authors,
almost one hundred books. . . . Usually but little, sometimes
only a single fact, phrase or opinion is taken from each, so that
few authors are less open than Adam Smith to the reproach of
having rifled another man’s work.”2 He must have possessed a
prodigious memory, which enabled him to deposit a thousand
curiosities in the appropriate mental pigeon-holes, and to take each
one out years afterwards exactly at the point at which the argu-
ment demanded it. Indeed, one may always say of the Wealth of
Nations two things—there is hardly any remark which may not
occur in it ; and no remark, when it does occur, is irrelevant.

In 1776 Arkwright had only just patented his rollers, and so
we hear nothing about Lancashire’s cotton industry. But between
the diet of the north and that of the south there were then well-
established differences :

In some parts of Lancashire it is pretended, I have been told, that
bread of oatmeal is a heartier food for labouring people than wheaten
bread, and I have frequently heard the same doctrine held in Scotland.
I am, however, somewhat doubtful of the truth of it. The common
people in Scotland, who are fed with oatmeal, are in general neither
so strong nor so handsome as the same rank of people in England,
who are fed with wheaten bread (I. 161).

Surely a solitary instance of such a confession in the annals of
Scottish literature ! And who but Adam Smith could add this ?

But it seems to be otherwise with potatoes. The chairmen,
porters, and coal heavers in London, and those unfortunate women
who live by prostitution, the strongest men and the most beautiful
women perhaps in the British dominions, are said to be, the greater
part of them, from the lowest rank of people in Ireland, who are
generally fed with this root (I. 161-2).

And similarly a score and more of towns or districts are
mentioned, each with its particular incident,—Manchester, Bir-
mingham and Wolverhampton, whose manufactures were out-
side the Statute of Apprentices, ‘ not having been exercised in
England before the 5th of Elizabeth * (I. 123) ; Newcastle, whose
coal trade with the metropolis employed ‘ more shipping than all

1 From' An unpublished letter of Adam Smith,” Economic Journal, Sept. 1923.
P. 427.
* Editor’s Introduction to Wealth of Nations, p. xlvii.
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the carrying trade of England’ (I. 351); a certain village of
Scotland ‘ where it is not uncommon, I am told, for a workman
to carry nails instead of money to the baker’s shop or the ale
house’ (I. 25) ; Edinburgh, which—being situated on the sea-
board—found it cheaper to import its timber, so that ‘in the New
Town of Edinburgh, built within these few years, there is not,
perhaps, a single stick of Scotch timber’ (I. 167); Glasgow,
whose trade had doubled in about fifteen years after the erection
of the first banks (I. 280) ; the Highlands, where ‘ a half-starved
Highland woman frequently bears more than twenty children ’
(I. 81)—and so on. His keen eye to local and professional
differences makes the sections on wages and working class con-
ditions (in which many of these allusions occur) one of the strongest
parts of his work. Studying the labourer in different conditions
and different trades, he saw that while there was a fundamental
connection between the price of labour and the price of subsist-
ence, wages were nevertheless in many cases above the level of
subsistence. ‘ The liberal reward of labour, therefore, as iu is
the necessary effect, so it is the natural symptom of increasing
national wealth. . . . There are many plain symptoms that the
wages of labour are nowhere in this country regulated by this
lowest rate which is consistent with common humanity ’ (I. 75).
This practical knowledge saved him from the crudities of an Iron
Law of Wages.

Fifthly, he has a perfect style—nervous, racy and finished.
In him truly the style is the man. His is the pen of one who
has weighed realities and read the balance. He illumines with
humour, and when he is minded he can pungently chastise. And
over all rides an air of philosophic calm as he contemplates the
vanities of men, ‘their absurd presumption in their own good
fortune ’ (I. 109), their overweening conceit in their own abilities ;
but that which most of all compels the reader is his power of
supplying an arresting phrase which once remarked is never
forgotten. With a single metaphor he can laugh a heresy out of
court. With a simile he can make dry bones live.

4. Defects

There are, however, two respects in which the book is open to
definite criticism.

First of all, on the historical side. Adam Smith is not always
impartial. His denunciations of the East India Company are more
frequent than proofs of their wickedness. He says in his First
Book, ¢ The difference between the genius of the British Constitu-
tion which protects and governs North America, and that of the
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mercantile company which oppresses and domineers in the East
Indies, cannot perhaps be better illustrated than by the different
state of those countries’ (I. 75). Later on, indeed, he makes
amends for his commendation by exposing the evil nature of that
genius, as it was manifested in the old colonial policy ; but his
silence upon the honourable service rendered by the directors and
officials of ‘John Company ’ to the cause of empire is, to say the
least, unhandsome. The joint stock company was associated so
closely in his mind with a repressive monopoly that he under-
rated -the part that joint stock enterprise had played in the
development of British industry and commerce. He condemned
the slackness of joint stock management, but as the learned author
of the History of Joint Stock Companies? is able to prove by
chapter and verse, the directors’ policy was often marked by
enterprise, public spirit and devotion to their company’s service.
Adam Smith pronounced them fit only for routine; but as
again the same critic shows, the ability to handle risks
was often their strongest feature, and they succeeded in
foreign trade in an age when foreign trade was literally a
venture, in banking when banking was full of surprises, and in
insurance before its operations were reduced to a science. Itisa
lame excuse to say that he knew much more than he said, for in
that case he must have drawn very unequally on his stock of
knowledge. Rather we must plead that if he had been confronted
with the fruits of modern research he might have seen and
corrected his bias.

Secondly, on the philosophical side. At times he came peril-
ously close to an anti-social exaltation of self-interest :

The natural effort of every individual to better his own conditions,
when suffered to exert itself with freedom and security, is so powerful
a principle, that it is alone, and without any assistance, not only
capable of carrying on the society to wealth and prosperity, but of
surmounting a hundred impertinent obstructions with which the folly
of human laws too often encumbers its operations (II. 43). . . . By
directing that industry in such a manner as its produce may be of the
greater value, he intends only his own gain, and he is in this, as in
many other cases, led by an invisible hand to promote an end which
was no part of his intention (I. 421).

Adam Smith had certainly a powerful principle to enunciate

—the automatic regulation of industry by reference to market

price. Fiscal regulation cramped enterprise and brought evil

consequences which were no part of the national intention, as

patently in his day as war-time price control did in our own;

and if we confine these passages to their context, their limitation
1 W. R. Scott, Joint Stock Companies to 1720, 1. 448 sqq.
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makes them socially innocuous. In the one he is exposing the
ineptitudes of the corn bounty: in the other he is exalting
individual enterprise above paternalism and trading companies
privileged by law. Similarly when the entry in the index (his
own index) ‘ self-love, the governing principle in the intercourse
of human society ’ is referred to the text, all we find is the follow-
ing : ‘ It is not from the benevolence of the butcher, the brewer,
or the baker, that we expect our dinner, but from their regard
to their own interest. We address ourselves not to their humanity
but to their self-love, and never talk to them of our own necessities,
but of their advantages. Nobody but a beggar chuses to depend
chiefly upon the benevolence of his fellow-citizens ’ (I. 16). This
is hardly more than saying ‘ Business is business, and must not
be confounded with charity.’

But ‘ the powerful principle of self-love,” when used to define
social responsibilities, had results which were wholly evil. Adam
Smith’s phrase about ‘ the invisible hand > was remembered and
repeated. In Richard Whately, Archbishop of Dublin, writing in
the middle of the 1gth century, it took the form that ‘ through the
wise and beneficent arrangement of Providence men thus do the
greatest service to the public when they are thinking of nothing
but their own gain.” But these were days of social stress, when
the industrial machine had run amuck and was doing havoc
among the weaker members of society. In the name of the
father of political economy, employers and would-be economists
were then denouncing extensions of the Factory Acts, the planning
of towns, and the enforcement of a minimum of sanitation and
safety.

5. Influence on Economic Policy

The influence of the Wealth of Nations on fiscal policy is diffi-
cult to handle only because we are tempted herein to anticipate
the whole story of free trade from 1776 to the close of the 1gth
century. But let us observe, first, that the influence of Adam
Smith was continental. Through the medium of Mollien he
became the financial guide of Napoleon. He had put his finger
on the weak spots of French finance before the Revolution,
remarking that the system of taxation yielded ‘ not the half of
what might have been expected had the people contributed in
the same proportion to their numbers as the people of Great
Britain’ (II. 390), and his recommendations—the substitution
of a heavier land tax for the old faslle and capitation, uniform
duties throughout the kingdom, and the abolition of the wasteful
plan of farming out the revenue—were adopted by Napoleon
and his successors, In Germany the doctrines of Adam Smith
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were accepted and preached by Stein and Hardenberg ; and the
German Zollverein of 1834 secured to those within its boundaries
a greater measure of free trade than they had enjoyed before.

In England, William Pitt was Adam Smith’s first and greatest
disciple, and after the master’s death Pitt in his budget speech of
1792 paid tribute to ‘ the writings of an author of our times, now
unfortunately no more (I mean the author of a celebrated treatise
on the Wealth of Nations), whose extensive knowledge of detail
and philosophical research will, I believe, furnish the best solution
to every question connected with the history of commerce or with
the systems of political economy.” Adam Smith died in 1790,
on the morrow of the Revolution which ushered in the age of
European war. But after 1783 there was peace in North
America, and therefore between 1783 and 1789 there were years
of peace in Europe and America, during which the precepts of
the book might be tried in foreign relations.

In 1779 he was consulted by Dundas on the Irish question.
Ireland was then in a sorry plight—her goods boycotted, her
industries throttled, her cattle under embargo, and her natural
market in the colonies closed to her. Adam Smith’s reply was
as we might expect—‘ As the wealth and industry of Lancashire
does not obstruct but promote that of Yorkshire, so the wealth
and industry of Ireland would not obstruct but promote that of
England.’! In this spirit Pitt’s Irish proposals of 1785 were
framed, but they foundered on the opposition of British manu-
facturers and the suspicion of Irish nationalism. The statesman
was therefore forced to the unhappy Act of Union in 18o0—
a solution which the economist, arguing superficially from his own
country, had commended in advance: ‘Without a union with
Great Britain the inhabitants of Ireland are not likely for many
ages to consider themselves as one people’ (II. 430). Here we
might employ the writer’s vein of sarcasm against himself. They
became a nation in the 1gth century because they learnt to
hate with unanimity the shackles of a detested partnership.

Similarly in 1783, when the recognition of American independ-
ence called for a modification of the navigation laws, Pitt’s
inclination to a generous settlement was suppressed by the com-
mercial and shipping interests. It is generally supposed that
Adam Smith approved of the navigation laws because of the
famous saving sentence ‘ As defence, however, is of much more
importance than opulence, the act of navigation is, perhaps, the
wisest of all the commercial regulations of England’ (I. 429).
But once again the context is disturbing. * Perhaps the wisest ’
was not very comforting from one who was engaged in pouring

1 Rae, op. cit. 352.
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scorn and satire on all such manifestations of fiscal wisdom.
And so in 1783 he supported Pitt’s plan of permitting trade to go
on as it did when America was part of the Empire. The West
Indies, he argued in a letter ? to his friend Eden, needed American
goods more than America needed theirs.

This friend negotiated the French Treaty of 1786. Pitt’s
interest in the preliminaries seems to have been lukewarm (perhaps
he was disheartened by his failures with America and Ireland),
and the result to France was certainly injurious, but it paved the
way for success in the less bellicose age of Cobden. Adam Smith in
his first edition had stated the case for a freer trade with France,
and in the edition of 1784 he added a strengthening paragraph in
support of the treaty which was then being advocated from the
side of France. Remarking on the obstruction which national
animosity was putting in its way, he said, ‘ The traders of both
countries have announced, with all the passionate confidence of
interested falsehood, the certain ruin of each in consequence of that
unfavorable balance of trade which, they pretend, would be thein-
fallible effect of an unrestrained commerce with the other’ (I. 460).

When a nation is at serious war, the statesman asks of the
economist only that he shall show him how to borrow money and
find new taxes. Lord North, the predecessor of Pitt, faced with
the financing of the American war, pounced on the suggestions
in the Wealth of Nations, and adopted the taxes on men-servants,
property sold by auction, and inhabited houses. On the same
authority he increased the tax on malt rather than that on beer.
But these were trifles, and for a big war Adam Smith had nothing
to offer. Pitt had to feel his way to the income tax alone. Adam
Smith disliked the inquisitional nature of such a tax, and,
remembering that the merchants by the clamour which they
had raised—" so violent, though so unjust ’ (II. 370)—had defeated
Walpole’s much milder scheme of excise, he had good ground for
believing that private self-assessment to an income tax would fail,
and that public assessment would not be tolerated. ‘ Merchants
engaged in the hazardous projects of trade all tremble at the
thoughts of being obliged at all times to expose the real state of
their circumstances ’ (II. 335). The war drove Pitt to it at long
last, eight years after Adam Smith’s death. Adam Smith had
urged the desirability of paying for the costs of war by taxation
during the war, but he did not foresee the only weapon by which
this could be done.

The public debt was the legacy of England’s victories over
Louis XIV of Frarice, and the national conscience was sound

1 Adam Smith to William Eden, Dec. 15, 1783 (Journal and Correspondence
of William, Lord Auckland 1. 64-6).
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enough to admit that public debts, like private debts, ought to
be discharged. Incidental surpluses, as Adam Smith pointed out,
will not do it, because having occurred once they will be antici-
pated next time by the needy minister of finance, and a new war
may break out. ‘It would be altogether chimerical, therefore,
to expect that the public debt should ever be completely dis-
charged by any savings which are likely to be made from ordinary
revenue as it stands at present ’ (II. 409). But debt is a cancer
which, if not excised, will rot the body politic, for it spreads con-
tinuously and at an increasing rate. It must therefore be com-
bated by a plan which itself possesses increasing momentum.
This was the psychological basis of Pitt’s solemn sinking fund, and
indeed it was what Adam Smith expected from a sinking fund
supported by increased taxation extending to the whole empire.
‘ This great sinking fund too might be augmented every year by
the interest of the debt which had been discharged the year before,
and might in this manner increase so very rapidly, as to be
sufficient in a few years to discharge the whole debt, and thus to
restore completely the at present debilitated and languishing
vigour of the empire’ (IL. 423). If Pitt ever believed that
a sinking fund had any efficacy apart from increased taxation,
he assuredly found no countenance for the delusion in Adam
Smith. Pitt, however, proved to the hilt the national habit
which Adam Smith had observed with misgiving, ‘ the ability in
the subjects of a commercial state to lend ’ (II. 395). For from
the proceeds of the industrial revolution and an expanding foreign
trade he financed the Napoleonic war. To his honour he also
proved that in the crisis of war a commercial nation will submit
to heavy taxation.

The return of peace permitted the resumption of the liberal
policy begun by Pitt. By three mighty wieldings of the fiscal
hammer, Huskisson, Peel and Gladstone gave to Great Britain
that freedom of trade which to Adam Smith seemed  as absurd
as to expect that an Oceana or Utopia should ever be established
in it > (I. 435). Between him and Huskisson there was a peculiar
affinity of mind. For as a statesman Huskisson was compelled
to proceed by degrees ; and at a time when the majority of the
commercial community had little familiarity with the arguments
for free trade and no faith in its application to themselves, it
was a relief to fall back on the trump card of the smuggler, who
would have as many citations in an index of Huskisson’s Speeches
as in that of the Wealth of Nations. Moreover, Huskisson had the
same large vision of empire ; and when fiscal reform threatened
imperial trade or the supremacy of our ocean shipping, that
“nursery of British seamen,’ he stayed the fiscal hammer. Peel
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was the economic child of Ricardo rather than of Adam Smith ;
and for Peel’s greatest stroke, the repeal of the corn laws, the
Wealth of Nations was a blunted weapon. At bottom the struggle
for repeal was a bourgeois assault on the citadel of the landed
aristocracy, and Adam Smith’s sympathies were the other way.
True, the Anti-Corn Law League answered Ricardo out of
Adam Smith, ‘ wages do not fluctuate with the price of pro-
visions ’ (I. 76). True, they shared in his hatred of monopoly,
‘ the gains of monopolists, whenever they can be come at, being
certainly of all subjects the most proper’ (II. 377); but their
monopoly was landlord’s monopoly, and his monopolists were the
merchants and manufacturers, for whose supposedly declining
profits the Ricardian school had a very tender regard.

On the ground thus cleared by Huskisson and Peel was erected
the scheme of Gladstonian finance. With Gladstone the affinity
is again clear. Both loved economy, both boggled at the income
tax. Adam Smith’s conclusion, ‘it seems not improbable that
a revenue, at least equal to the present neat revenue of the
Customs, might be drawn from duties upon the importation of
only a few sorts of goods of the most general use and con-
sumption’ (II. 369), stands as a fitting introduction to the
principles observed by Gladstone in the selection of articles for
indirect taxation. But the age of Gladstone has gone. Between
Victorian Liberalism and that which at the outbreak of the Great
War was supposed to be the voice of the Liberal party a great
gulf is fixed, and across it are written among other warnings
¢ progressive taxation’ and ‘ capital levy.” On one bank stand
the disciples of Gladstone and John Stuart Mill—° You dis-
approve, with Mr. Mill, of taxation upon any principle of gradua-
tion ?’ ‘ Entirely and emphatically . . . because it is confisca-
tion.’! On the other bank stand the new Liberals—Liberals who
court Labour, and Labour men who dislike the courtship.

Can Labour find support in Adam Smith? Assuredly, for
it was to Adam Smith that their predecessors—the early English
socialists—also turned. ‘In this state of things (namely, ‘ that
early and rude state of society which precedes both the accumu-
lation of stock and the appropriation of land ’) the whole produce
of labour belongs to the labourer ’ (I. 49). Furthermore, ‘It is
not very unreasonable that the rich should contribute to the public
expence, not only in proportion to their revenue, but something
more than in that proportion ’ (II. 327). The Wealth of Nations
is cold to ‘ Taxes on Capital Value,’ but the section thereon

1 Evidence of William Newmarch, statistician and joint author of the last
2 vols. of Tooke's History of Prices, before Commons Committee on ‘ Income and
Property Tax,’ 1861, Q.’s 328 and 748.
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contains the encouraging remark, ‘ There is no art which one
Government sooner learns of another, than that of draining
money from the pockets of the people’ (IL. 346).

The problem of Adam Smith’s influence on social policy is
elusive. For the scope of the term is indefinite. There are
obviously departments of domestic policy which fall outside the
range of finance; but on the other hand it was chiefly through
the avenue of fiscal reform that social improvement was expected
by Adam Smith and his successors. His direct influence on social
policy is therefore only incidental. Adam Smith denounced the
forcible removal of the poor, and the restrictions of the Eliza-
bethan Statute of Apprenticeship. The Settlement Act of 1795
forbade removal until a man became actually chargeable; and
the Elizabethan Statute was repealed, the Wages clause in 1813
and the Apprenticeship clause the year following. It is said
that Adam Smith’s strictures deterred Pitt from supporting
Samuel Whitbread’s proposal for the regulation of wages in
husbandry in 1795 ; but when Pitt withdrew his Poor Law Bill? of
November 1796 it was in deference, not to the Wealth of Nations,
but to the strictures of Jeremy Bentham, which Malthus re-
inforced two years later in the essay on The Principle of Popula-
tion. The Combination Act of 1800 was passed amid the stress
of war and the terror of sedition ; and the blame for it must be
divided between the abnormal psychology of war and the general
distrust of association, which was as evident in revolutionary
France as in reactionary England. During the half century
after 1815 the attitude of the country was dominated by indi-
vidualism, but it derived its inspiration less from the natural
rights of Adam Smith than from the utilitarian principles of
Bentham. Indeed, during the aftermath of war, Adam Smith
was reckoned by the elect to be something of a back-number.
‘ It was one of my father’s main objects,” says the much enduring
John Stuart Mill, ‘ to make me apply to Smith’s more superficial
view of political economy the superior lights of Ricardo.” 2 But
with the turn of the century the mood of pessimism disappeared,
and in the seventies the national complacency was at its height.
Statisticians gloated over the growth of imports and exports,
and worshipped once more at the shrine of the man who had
held up ‘ the electrical illuminations of free trade as applied to
the food of the people and to commerce in general.” 2

1 The Bill contemplated a parochial pension fund, Schools of Industry,
and ‘cow-money’: and was criticised by Bentham in a private pamphlet.
Cf. Holland Rose, Pitt and Napoleon, pp. 84-92. .

* J. S. Mill, Autobiography, p. 28.

3 C. Walford, Famines of the World, p. 123, read before the Statistical Society,
1878-1879. Cornelius Walford, who died in 1885, was the learned author of an
incomplete Insurance Cyclopaedia.
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Section 1. Trend of Fiscal Policy, 1700-1850 j

CroMWELL brought England and Scotland into one Common-
wealth with one Parliament. Though it was the right solution,
it was the achievement of a revolutionary soldier and collapsed
with him ; and a half-century of mutual trade exclusion followed.
To secure an independent foothold in the New World, Scotland
embarked in 1695 on the project of a colony in Darien, a project
anticipating in its economic purposes the Panama Canal ; but
it was a disastrous failure, and the failure forced Scotland to
swallow her national pride and enter the precious circle of
England’s Colonial Empire by the path of political union. By
the treaty of 1707 the separate Parliaments of England and
Scotland became the Parliament of Great Britain; and hence-
forth on the high seas the commercial rights of England and
Scotland were equal under the protection of the British Navy.

It was the tragedy of Ireland that she was excluded from a
share in the colonial trade by the legislation of 1663 * and 1670-1.2
She was not allowed to send to the colonies anything but pro-
visions or to import directly from them their leading products.
These restrictions robbed her of the overseas trade which her
favourable situation and coast line would otherwise have secured
to her. In the last quarter of the 18th century the boycott was
relaxed, and in 1800 by the 6th Article of the Act of Union between
Great Britain and Ireland it was entirely removed, but Ireland’s
economic condition was then too weak to allow her to recover
the lost ground.

Thus from 1707 onwards England and Scotland had one trade
policy. Ireland and other parts of the Empire were regulated
by it, but they were not equal partners. The purposes of this
policy were fourfold: (i) to strengthen the mercantile marine,
(ii) to develop the colonies and other overseas possessions as

1 15 Chas. 1L c. 7 (The Staple Act). % 22 & 23 Chas, II. c. 26.
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sources of supply of raw materials and as markets for British
goods, (iii) to promote arable farming at home, especially the
cultivation of the staple foodstuff, wheat, (iv) to foster the ancient
industries of the country, especially the premier industry of
woollens.

These too had been the purposes of 17th-century trade policy,
but in the 18th century the emphasis was shifted from colonisa-
tion and shipping to productive development at home. Utilising
the resources and markets furnished by an aggressive policy of
navigation and colonial monopoly, Great Britain turned inward
to develop herself—her agriculture, communications, coal mines
and manufactures; in brief, her provincial hinterland. But at
no time did she seek self-sufficiency at the expense of foreign
trade. She sought to grow rich by exporting the products of
her own land and by re-exporting those of her overseas possessions.
Carrying for others was a good thing, and still better was the
carrying to others of commodities which had been manufactured
in Great Britain from native or colonial materials.

The 19th century, with like purpose, aimed to grow rich by
foreign trade, but experience showed that the political inde-
pendence of the United States of America, so far from severing
raw supplies, was attended by a remarkable expansion in them ;
and therefore merchants and manufacturers, enjoying after the
defeat of Napoleon an easy priority in world trade, were con-
verted to the belief that the regulation of trade defeated its own
end. They did not, indeed, advocate tariff reduction against
themselves, but they fought with enthusiasm for the removal of
the chief remaining barrier to their export trade, the monopoly
of the East India Company in India and China, and having
secured this in 1813 and 1833 respectively,! they assailed the
protective Corn Laws by which their export trade in manufactures
to Europe was indirectly checked. The exigencies of war—the
Seven Years War (1756-63), the American War (1776-83) and
the long French Wars (1793-1815)—so overburdened and
distorted the British tariff that in the interest of simplification
statesmen and merchants after 1815 desired freer trade; but
it was only in the course of the Anti-Corn Law campaign (1838-
1846) that statesmen and industrialists accepted free trade as
an economic faith. Cobden and Bright, the leaders in this
campaign, enveloped the fighting trade policy of their predecessors
in the halo of international peace. Huskisson was a militant

1 5 Geo. I1I. c. 155 (1813), opened the trade to India to H.M. subjects after
April 10, 1814, with the exception of the trade with China and the trade in tea
from all parts between the Cape of Good Hope and the Straits of Magellan ;
3 & 4 William IV. c. 93 (1833), repealed these exceptions.
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all his life, but Peel in 1846 surrendered to Cobden’s spell, and
Gladstone, who combined a genius for finance with a peace-
loving temperament, carried free frade to completion. The old
clash between trade policy and the collection of revenue was
ended. The President of the Board of Trade became an ad-
ministrator without a tariff problem; the Chancellor of the
ExcHequer had to consider import duties solely from their
desirability as sources of revenue.

Section 2. Walpole and Twenty Y cars of Peace

It chanced that at the opening of three centuries Great
Britain was engaged in serious war with a leading European
Power. In the first two France was the enemy, in the third
Germany. The war with Louis XIV ended in 1713 ; that with
Napoleon in 1815; the Great War on November 11, 1018.
Walpole was a great peace minister. He came into power shortly
after the final settlement of the dynastic disturbances and civil
upsets which had arrested for a century the internal develop-
ment of England. He was in supreme power from 1721 to 1742 ;
and down to 1739, that is, almost to the end of his term, he kept
England at peace with the nations of Europe. To secure for his
country internal and external stability was the dual purpose of
his life. For the first it was necessary to hold the confidence of
the Crown, the City and thelanded gentry, and in this he succeeded
by constitutional means, laying the foundations of Cabinet
government. For the second two things were necessary : naval
security and the avoidance of fruitless war. Walpole maintained
a strong Navy and increased it. Under its protection British
and colonial shipping flourished and great fleets of merchantmen
carried British goods to the four corners of the world. Yet the
trade greed of the nation forced him to declare war on Spain in
1739, for the avenging of Captain Jenkins’ ear, and he fell from
office, condemned for the finest action of his life, his resistance
to a marauding war. But happily internal peace was not
involved. The nation easily survived the escapade of the
Pretender in 1745; and from that day to this Great Britain
enjoyed that greatest of aids to continuous economic develop-
ment, freedom from war on her own soil.

In trade policy the age is wider than the man. This was
the age of mercantilism, and Walpole was a mercantilist. The
protection of native industry preceded Walpole, was continued
by him and persisted after him. Small regard was paid to the
final consumer. But one trade’s finished product was sometimes
another’s raw material; and inasmuch as the finishing trades
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manufactured, they employed more people and therefore pos-
sessed a superior claim to the consideration of the State. On
this ground in 1721 the brass-using trades successfully resisted
the demand of the copper and brass smelters for higher duties
on the superior Dutch product. The prohibition of Indian
calicoes from 1720 opwards was intended similarly to protect the
woollen and silk weavers against the loss of their occupation.

In Walpole’s time the encouragement of industry was effected
mainly by the encouragement of export and took three forms—
the abolition of prohibitions and prohibitive duties on exports,
export bounties, and the drawback of import duties on re-export.
Since 1660 there had been steady progress in the freeing of exports,
beginning with foreign bullion in 1663 (x5 Chas. II, c. 7,5.9). In
1721 Walpole removed the export restrictions on over one hundred
articles of manufacture and at the same time gave freedom of
import to certain raw materials, such as cochineal, indigo and
undressed flax. Bounties were given on corn, gunpowder, sugar
refined from British plantation sugar, ribbons and silks, and the
products of the herring and whale fisheries. Sometimes the grant-
ing of a drawback on re-export hurt the home producer, and
to prevent this Walpole abolished the drawbacks on imported
unwrought hemp and paper. Apparent contradictions in this
complicated policy of regulation can usually be resolved by
remembering that the general purpose was to strengthen the
export power of British producers.

In colonial afiairs Walpole showed his shrewdness by declining
to entertain the idea of taxing the colonies and by winking at
the infraction of unenforceable laws. Inx1733, under pressure from
the West Indian planters, the Molasses Act (6 Geo. II, c. 13) was
passed, but as the penalties it imposed on sugar from the French
West Indies would have crippled the chief trade of the New England
colonies, it was allowed to remain a dead letter. In 1764, after
the conclusion of the Seven Years War (x756-63), the Molasses
Act was re-enacted and the duty lowered from 64. to 3d. a gallon,
with a view to its enforcement for revenue; and the friction
caused by this measure and the Stamp Act of 1765 (5 Geo. III,
c. 12), which also had as its object the raising of revenue from the
colonies, strained their loyalty. In 1773, when the East India
Company was given a monopoly of the American tea trade, it
snapped and Boston had a tea party. Walpole’s successors
forgot his ruling motto, ‘ Let sleeping dogs lie.’

Walpole made his name as a financier by the handling of the
South Sea crisis in 1720.2 This crisis was the first and greatest

1 Cf. the authoritative account in W, R. Scott, History of Joimt Stock
Companies to 1720, 111. 288~360.
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of those waves of speculative excitement which are booms while
they last and bubbles when they burst. But it had little to do
with the South Seas. It was in substance a scheme for funding
government debt. However, the credit of the Government was
in those days so shaky that it could not obtain permanent loans
without attaching to them a durable commercial privilege. It
raised loans in this way from the flotation of the Bank of England
in 1694 and from the bargaining which preceded the union of the
old and new East India Companies in 1709. In 1719 the out-
standing liabilities of the Government amounted to £30,000,000 ;
and the South Sea Company, in return for a monopoly of trade
to the South Seas, agreed to take over the whole of the debt.
The boom resulted from the method of conversion. The Govern-
ment did not fix the cash price at which the South Sea stock was
to be exchanged for debt scrip, and it authorised the Company
to issue to the public stock equal to the difference between its
par value and the price of issue to the debt holders. If the
Company had dealt first with the debt holders and realised a
genuine premium, the issue of the balance to the public would
have been innocuous, but it anticipated the premium and the
public bit. The debt holders, observing that the price of the
stock was soaring, became eager for conversion and accepted
stock at prices which, however fanciful, were less than the estimate
of the outside market. All this happened between April and
August 1720, but during the same time there were dishonest
transactions behind the scenes. The Company gave, or sold at
less than market price, blocks of stock to members of the Govern-
ment and of Parliament. To force up the price it lent money
against its own stock, which it then secretly pawned. In fine, it
rigged the market by all the devices it knew. But its phenomenal
success brought rivals into the field, and when in self-defence it
obtained injunctions to restrain the wildest of them, the check
recoiled upon itself. The bubble burst, and the ruined public
clamoured for vengeance.

At this point Walpole was called upon, with all the more
confidence because he was believed to have sold out in time ata
profit. The adjustment finally reached was in substance Walpole’s
proposal. Subscribers who could not meet their calls were
released on easy terms and the shrunken stock was supported
by a contribution of £6,000,000 from the Sinking Fund. The
trading and debt-holding functions of the Company were separ-
ated, and, as the former never amounted to anything, the net
result was that the original debt holders became holders of South
Sea stock on which they received from the Government a some-
what lower interest than before the conversion. After a heated
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parliamentary inquiry, in which Walpole did his best to hush
up scandals, a number of the directors were found guilty and
punished by very heavy fines on their estates, but the shock to
credit was great. It engendered a long-lasting distrust of joint
stock organisation. The one redeeming feature was that the
scotching of a South Sea financial trust kept the South American
market open for individual enterprise at a later date.

In office Walpole devoted his financial genius to the thankless
task of meeting from existing taxes an expenditure loaded with
the charges of past wars. In his efforts thereto he laid the
foundations of something approaching a system of taxation;
and Adam Smith’s analysis of the incidence of taxation owes
much of its singular modernity to the fund of experience accumu-
lated by Walpole. The sources of revenue at Walpole’s command
were threefold : customs, excise, and land tax. Customs duties
were the least unpopular ; for British imports were mainly luxuries,
and it was believed that their burden fell on the foreigner. But
the customs cordon was so lax that any heavy duty on a luxury
for which there was a keen demand merely diverted revenue into
the pockets of the smuggler. The excise, i.e. the taxes on certain
articles of domestic or foreign origin levied inland as they passed
into consumption (the idea had been borrowed by Parliament
from Holland during the Civil War), was much more satisfactory
from the Government’s point of view, for it yielded money in
war as well as in peace, and being levied internally it was harder
to evade. But for that reason and because the articles in most
general consumption were necessaries of the poor man, it was
intensely unpopular. The list of excises which Walpole inherited
included salt, spirits, malt, candles, leather, soap, paper and
starch. Most of them had been granted as war taxes and pledged
to the interest of particular loans; and any addition to the list
in peace time would have been considered outrageous. There
remained the land tax, or tax on rents, which was paid by the
landed proprietors. During the Commonwealth Parliament had
imposed monthly assessments on its adherents, assigning to each
district a quota. In 1692 Parliament granted an aid of four
shillings in the pound, and in 1697 returned to the Commonwealth
plan of fixing in advance the total to be raised. Personal income
was liable, and the balance was to be made up by a pound rate
onlands. But when Walpole inherited the tax, personal income
had slipped out and the tax was not even a percentage on the
true annual value of land. Each so-called shilling in the pound
meant a fixed sum of half a million sterling distributed among
counties in the proportions fixed by the assessment of 1692.
It was varied in rate, according to the needs of different years,
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between one and four shillings; and therefore it varied in yield
between one-half and two million sterling. Walpole strove hard
to keep it down, for he realised that its incidence was unequal
and he desired to placate the landed gentry. In 1732, to avoid
raising it, he reimposed the intensely unpopular salt excise,
which he had repealed in 1730. But when the nation insisted on
war in 1739, the tax had to go up to its top rate of four shillings,
at which it remained for the next half-century till it became a
fixed charge on landed estate, and as such was treated by Pitt
in his scheme for redemption in 1798.

There were, however, two possible sources of increased revenue
which did not involve the formal imposition of new taxation.
The first was the diversion of the surplus on the debt funds.
This surplus might arise either through an increase in the yield
of taxes specifically pledged to the payment of interest or through
a reduction in the rate of interest itself. Walpole’s stable
government achieved both. It brought increase of trade and
therefore of tax yield, and it made possible the reduction of
interest from an average of six to an average of five per cent.
The understanding was that all such surplus should be earmarked
for debt redemption and held in a sinking fund. Walpole made
a legitimate call on the sinking fund in 1720 when he employed
a part to support the South Sea stock, but in 1727 he charged
on it an addition to the Civil List for the behoof of the newly
ascended sovereign George 11, and from 1733 onwards he regularly
raided it for current needs.

The second source was the improved administration of the
customs. In 1724 he revised the rating of dutiable imports and
exports, bringing the old Book of Rates of 1660 up to date. But
his main difficulty was the prevalence of smuggling, and he could
only arrest this by collecting the bulk of the duty inland through
the machinery of the Excise. In 1724 he applied this method to
tea, coffee and chocolate, and made compulsory their warehousing
until they were taken out for consumption. The tea duty went
up by £120,000 ; and the warehousing plan assisted the export
trade, since excise was only payable when the article was taken
out for internal consumption. In 1733 he tried to do the same
with wine and tobacco. In tobacco fraud was peculiarly flagrant.
Quantities were stolen from the ships by thieves and still larger
quantities were conveyed by a chain of smugglers into the interior
with the connivance of merchants. And the Exchequer was
further mulcted by fraudulent drawbacks on re-export. Dirt
was blended with tobacco to earn a higher drawback. A violent
outcry—the outcry of aggrieved law-breakers working through
the passions of the mob—greeted his scheme. In vain Walpole
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showed that it would assist the export trade and positively reduce
the duty on the domestic consumption. His opponents saw
their chance of overthrowing his long regime. He was trying,
they said, to make the Crown independent of Parliament and to
foist on the people a General Excise. Ballads were published
holding up the author to execration. One of these ‘ Britannia
Excisa’ is illustrated by a cartoon in which the many-headed
dragon Excise is gulping down every kind of food and drink.

Grant these and the Glutton

Will roar out for Mutton,

Your Bread, Beef and Bacon to boot,
Your Goose, Pig and Pullet

He’ll thrust down his Gullet

While the Labourer munches a root.

Walpole had to yield. Lord Scarborough feared for the loyalty
of the Army. ‘I’ll answer,” he said, ‘ for my regiment against
the Protector, but not against opponents of excise.” ‘ We must
drop it,” said the Queen, Walpole’s best friend, and he dropped it.
‘ This dance will no further go.’

After this Walpole tried no more reforms. To keep down the
land tax he lived on the Sinking Fund and stood aloof from the
attempt to repress the growing evil of dram drinking by the
prohibitive taxation of spirits in 1736 (9 Geo. II, c. 13). But the
law was defied. Gin was sold as a medicine in chemists’ shops and
hawked through the streets under a variety of disguises and slang
names. Walpole’s successors abandoned the unequal contest.
The duties on spirits were lowered and the licensing regulations
relaxed ; and Londoners enjoyed a further spell of free trade in
gin, when dram shops advertised their delights with the legend
‘ Drunk for a Penny, dead drunk for Twopence, clean straw for
nothing.” Happily, however, there were serious wars ahead,
which by compelling a gradual rise in effective taxation restored
the population to comparative sobriety. Our streets are quieter
than Hogarth’s Gin Lane, but it is not easy to imagine what
would happen if suddenly, the world over, all interferences with
the sale and price of alcohol were removed.

Section 3. Trade Policy in War Time, 1793-1815

The continuity of British trade policy over the centuries is
well shown by the determined fashion in which Great Britain
forced her export trade between 1793 and 1815 when she was
at open war with France. She used her naval superiority after
Trafalgar (1805) to flood Europe with British goods. In seasons
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when her own harvest was short she took steps to obtain corn
from Europe, but owing to the productivity of her own soil her
need for foreign food was not more urgent than the need of
Napoleon’s allies to get rid of their surplus crops. She proclaimed
a naval blockade of a large part of Europe—not in order to starve
her enemy into submission, as was the purpose of the Allies in-
the late war—but in order to hold her share in the profits of the
export trade to Europe. By making trade with the enemy illegal
she provided prize money for her navy and privateers, but at
the same time, by issuing freely licences to trade, she promoted
the interests of her manufacturers and merchants. Funda-
mentally her war policy was in accord with the ancient policy of
the Navigation Laws as conceived by Cromwell, but France was
the enemy in place of Holland and the war was open instead of
disguised. In both periods the policy would have been futile
if it had not been backed by naval superiority.

Napoleon’s reply was the Continental System, and he tco
was following precedent. From the time of Louis XIV the two
nations had been engaged in continuous commercial warfare.
The commercial treaty of 1786, the Pitt-Vergennes Treaty (often
called the Eden Treaty after its English negotiator), was only
an interlude. By it France gave more than she received. For
the ban on her silk goods remained ; and in return for lower
rates on her wines and spirits she admitted at rates of 10 to
12 per cent. the machine-made manufactures of Great Britain.
There was at once an outcry of commercial distress from all the
manufacturing centres in France, and shortly before the out-
break of war in 1793 the Government of the Revolution
denounced it. Between 1793, when war broke out, and 180z,
when the brief Peace of Amiens was concluded, the penalties
imposed by France on British goods were as harsh as those
imposed by Napoleon under the Continental System which he
built up from 1806 onwards. The difference between the two
periods of retaliation was that Napoleon was trying to enforce
the restrictions upon the whole of Europe.

Napoleon’s motto was ‘ France before all,” and to help French
trade he was grandly inconsistent. When the strength of the
British Navy prevented him from conveying French goods to
America and the West Indies, he found a vent for what he meant
to be a one-way traffic with Great Britain in the operations of
Dunkirk smugglers. When French agriculturists were suffering,
as in 1809, from a plethora of grain, he permitted the export of
corn, knowing that its destination would be Britain. But, at once
a dreamer and an opportunist, he seems to have comforted
himself with the notion that by taking only gold from England he
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would overthrow the Colossus with feet of Paper Credit. He was
also, as the head of a nation in arms, in sore need of funds, and
therefore, while Great Britain issued licences in order to keep
control over the course of trade, he, as time went on, issued them
lavishly in order to replenish his exchequer. * It is necessary un-
doubtedly to injure our enemies, but above all one must live,” he
said.! The Continental System was a self-blockade against Great
Britain, and to succeed it must be complete. By granting
exemptions in the interests of French trade and his own treasury
he stultified his policy and estranged his allies.

Napoleon acted by Decrees, to which Great Britain replied
by Orders in Council. The Berlin Decree of November 1806
prohibiting trade with or from Great Britain was followed by
the Orders in Council of November 1807 and others, the effect
of which was to make a call at a British port obligatory upon
all neutrals, of whom the U.S.A. was the chief. In retaliation
Napoleon decreed from Milan, December 1807, that any vessels
submitting to British regulations or examination by a British
man-of-war were lawful prizes of war. Therefore the neutrals
were bound to violate the laws of one or other of the belligerents.
By the victory of Jena, October 1806, and the Treaty of Tilsit
with the Czar of Russia, 1807, the chain of exclusion was com-
pleted. But as Napoleon’s allies were unwilling partners—apart
from Denmark, who smarted under two recent seizures of her
fleet by Great Britain—the Decrees were enforced only to the
extent that French officials were present to enforce them.
Hamburg became the headquarters of an illicit trade which was
so normal that the risk of breaking the French cordon was
evaluated exactly and added to the price of the goods.

By the Decree of Fontainebleau, 1810, Napoleon made a final
effort to impose his will on the course of trade. Colonial produce
which had touched at British ports was confiscated and resold
to the profit of his treasury. British-made goods were burned
at awulos-da-fé to the accompaniment of military music. French
manufacturers welcomed this drastic elimination of competition,
but continental importers, from whom British merchants had
exacted cash on delivery, substituted rubbish for genuine articles
on the fire-piles as far as they dared. The tightening of the
blockade hurt the export trade of Great Britain but did not
throttle it.2 For she found new markets in South America and
roundabout routes to her old markets—by the Baltic ports on the

! Cf. Eli Heckscher, The Continental System, p. 253.
* Excellent examples of blockade running by the British iron and steel

exporters are given in T. S. Ashton, Iron and Sieel Industry in the Industrial
Revolution, pp. 148-50.
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north and the Danube ports on the south. Gothenburg on the
Swedish mainland was the headquarters of the Baltic blockade-
running. Salonika was an important base in the Mediterranean.
John Galt the novelist, father of Sir A. T. Galt, started life as
a blockade-runner in the Levant. Of all Napoleon’s allies
Russia was the most loth to enforce the blockade; and when
Russia broke loose and Napoleon lost battles his system collapsed
like a pack of cards. Contraband goods followed in the wake
of the allied armies in their march on Paris, and by 1814 the
blockade was no more.

America from the outset of the European conflagration did
her best to play a neutral role. And for a time Great Britain
acquiesced in the very great profits which neutrals were able to
earn in war time, but in 1805, disturbed by the loss of some of
her colonial trade, she began to interpret strictly the rule of
international law under which a neutral was forbidden to convey
to enemy ports the produce of ex-enemy colonies. America
retaliated, and in 1807, finding it impossible to steer betwee1
Napoleon’s Decree and the British Orders in Council, introduced
an Embargo Act which prohibited American vessels from sailing
to foreign ports. But this spiritless policy was not to the liking
of American merchants, who freely evaded it by using Canadian
ports; and in 1809 the Embargo Act was replaced by a milder
Non-Intercourse Act, which limited non-intercourse to trade
with belligerents. But this played into the hands of British
shippers by confining American vessels to the short haul to
nominally neutral ports in the West Indies, and accordingly the
Non-Intercourse Act was renewed in 1810 as a diplomatic weapon :
if one of the belligerents rescinded its regulations and the other
did not follow suit within three months, the Act was to come
into force against the recalcitrant party. Here was Napoleon’s
chance. Slurring over his brazen confiscation of American
shipping in French ports in March 1810, he announced in
November the abrogation of his Decrees as against America and
called upon her to enforce non-intercourse against Great Britain.
This she did, and in June 1812 the British Orders in Council were
rescinded in her favour.

But to the dismay of British traders, America declared war
on Great Britain a few days previous to this; for the original
quarrel was now overlaid by a sharper difference arising out of
the impressment of seamen from American vessels. Great
Britain recruited her fleet by the old and barbarous method of
the press gang. To escape its severities and better their lot
many British seamen had taken service in American ships. With

the two nations speaking one language the recovery of deserters
c
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inevitably led to mistakes, and though America conceded the
right of recovery she resented the insult to which the exercise
of the right exposed her. Therefore when her commercial
differences with Great Britain were on the eve of settlement, the
insult to her flag carried her into war. It was of all wars the
most futile. When peace was signed at Ghent in December
1814 the status quo was accepted. The Orders in Council, having
been already abolished, did not enter into the terms. The right
of search was not disavowed, but the exercise of it lapsed with
the cessation of war between Great Britain and France: and
the press gang, the original cause of the trouble, was not em-
ployed any more. In 1815 a commercial treaty was concluded
between Great Britain and the U.S.A. Between 1783, when
Great Britain recognised American independence, and 1793,
when she declared war on France, no formal settlement of trade
relations had been reached. Yet some settlement was very
necessary. For what had been the main portion of the Empire
was now outside it, while its commerce was intimately concerned
with the parts of the Empire which remained loyal. In 1794
John Jay secured a treaty, but it granted little and the trade
sections expired in 1804. The treaty of 1815 settled one issue, it
put an end to the discriminating duties which both nations had
imposed on each other’s shipping in the direct trade between them.
It gave, in Huskisson’s words, ‘ equality of all charges upon the
ships belonging to either country in the ports of the other, and
a like equality of duty upon all articles the production of the
one country, imported into the other, whether such importation
be made in the ships of the one or of the other.’? But Great
Britain was very loth to make any breach in the lucrative
triangular trade between herself, the West Indies, and the main-
land, and in this theatre an understanding was not reached until
1830, by which time the trading relations between British colonies
and foreign countries generally had been radically revised.
Meanwhile, America by her Navigation Act of 1817 had
reserved her coastwise shipping : and having abandoned in 1815
the policy of protecting her overseas shipping by discriminating
duties, she turned to a policy of protecting her domestic industries
by means of a protective tariff. Just as the forcing of Napoleon’s
blockade was the prelude to Britain’s peaceful penetration of
Europe by a policy of free trade, so the natural protection given
to American industries by the period of war was the prelude to
their consolidation by tariff protection when the war was over.
In both countries the manufacturing interests bore down the
opposition of the agriculturists. The result in the U.S.A. was
1 Huskisson, Speeches, 1I. 13, May 12, 1826.
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protection for industry during the rgth century, supplemented
by protection for agriculture in the zoth, when competition was
threatened from the newer lands of the Canadian West. The
result in Great Britain was free trade in the 1g9th century, and
in the 20th century a partial return to protection except for the
agriculturists, who have the most reason for claiming it.

Section 4. The Financial Policy of William Piit

Pitt became Prime Minister in December 1783. He was in
office from 1783 to 1801 and again from 1804 to the end of 1805.
Between 1783 and 1789, when the French Revolution put an
end to normal conditions, he introduced important fiscal reforms.
In trade policy under the stimulus of Adam Smith,! he went as
far towards free trade as the industrialists would allow him, but
that was not far. The breach in the colonial system was not
refashioned into a permanent settlement. In 1785 he failed
with Ireland, which in 1480 in the stress of war had been admitted
to the colonial trade. Anxious in particular to encourage the
Irish linen industry, he proposed reciprocal lowering of duties
on manufactures between England and Ireland ; but the cotton
manufacturers and iron masters feared the competition of Ireland
with its low wages and easy taxation, and with the help of Wedg-
wood and Boulton they defeated the Irish proposals in Parlia-
ment. To the Treaty concluded with France in 1786 the big
industrialists were favourable, for none of them were vintners
and the prohibition on French silks remained. But the Treaty
was so one-sided that even if there had been no French Revolu-
tion the protests of French manufacturers must have brought
it to a speedy end.

As a financier Pitt observed the principle that ‘ true economy
is better than a great revenue.” He reduced waste by abolishing
sinecures and rooting out jobbery and corruption. He addressed
himself at once to the revenue frauds which had beaten Walpole.
By reducing in 1784 the heavy duties on tea (part customs and
part excise) to a single ad valorem rate of 1234%, and collecting
the whole of it through the agency of the East India Company,
he cut the ground from under the smugglers’ feet. The City
of London supported a change which promised to employ twenty
more ships in the China tea trade and to destroy the contraband
that the French and Dutch East India Companies had carried
on in defiance of the East India Company’s monopoly. With
the City in a complacent mood Pitt induced Parliament to accept
the Budget of 1784, which imposed new excise and licence duties

1 See above, p. 16.
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with rigid machinery for collection, and the Manifest Act of
1786 (26 Geo. III, c. 40) which, in brief, required the masters of
vessels to produce for the Customs a duly authenticated Manifest
of the contents of the cargo and forbade the breaking of bulk with-
in four leagues of the coast. Certain of the excises, however, were
very unpopular with the industrialists. ~The iron masters per-
suaded Pitt to withdraw the excise on coal before it became law,
and next year, 1785, the fustian manufacturers secured modi-
fications in the new cotton excise, the fustian tax as it was called.

Pitt, like Walpole, saw that the key to the smuggling situation
lay in the use of the Excise authorities ; therefore while he
maintained and indeed clarified the distinction between the
Customs and Excise Departments, he worked them in close con-
junction, collecting through the Excise a part of the Customs.
When in 1793 war broke out, he relied for his indirect war taxation
mainly on increase in the Excise with its special machinery for
sure collection. The trade in tea and spirits, home made, foreign
and colonial (where the duties of Excise were heavier than those
of Customs), was under Excise supervision before Pitt’s time.
In 1786 he extended this supervision to wines, where the Excise
duty had hitherto been relatively small, and in 1789-90 by two
drastic Acts! to tobacco. Over the tobacco manufacture and
the tobacco trade a thorough-going system of supervision by
Permit and Survey was established.

While taking these steps for prevention of smuggling and the
tightening of indirect taxation, Pitt effected in 1787 by 27 Geo. 111,
c. 13 a consolidation of the tariff. He substituted for the existing
compound duties a single rate for each article and thereby simplified
enormously the burden on the trader. The importer of Russian
linen, for example, now paid one definite duty instead of a duty
under ten different heads built up by the arithmeticians of the
Customs House. Other duties, such as the wine duties, had
been even more complicated; and their ascertainment had
involved legal technicalities and the payment of many fees.
In the new Rate Book, i.e. the schedules of the tariff of 1787,
the duties as far as possible were made specific, i.e. calculated on
weight and size. Specific duties avoided discrepancies between
official values and current values in the case of articles enumerated
in the Schedules as well as under-valuation in thge case of articles
not enumerated.

The consolidation of the revenue was in keeping with the
consolidation of the tariff. Hitherto the proceeds of particular
taxes had been pledged to the service of particular loans. By
27 Geo. III. c. 13 aforesaid, all were paid into one consolidated

1 29 Geo. I1I, c. 68, and 30 Geo. I1I, c. 40.
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fund, from which the permanent charges on the revenue were met.
The civil list, expenses of justice and the interest on the National
Debt did not require to be voted annually, as did supplies for
the Army, Navy and Civil Service; and Pitt argued rightly that
as the credit of the country was bound to the payment of all its
liabilities the separation brought only a meaningless multiplicity
of accounts. If in any year the payments into the fund should
be insufficient to meet the charges on it, the Treasury was em-
powered to make good the deficiency out of supply, replacing it
as soon as the fund showed a surplus.

These administrative reforms were acoompanied by a solemn
effort to pay off the National Debt. Wars had raised it
from £50,000,000 at the close of Walpole’s administration to
£273,000,000 in 1783. Of this £238,000,000 was funded debt,
i.e. permanent debt which was repayable only at the option of
the Government. If this rose above par, the Government was
entitled to offer to debt holders the alternative of repayment at
par or a lower rate of interest. Reductions on interest had been
secured by Walpole. In 1749, at the close of the war of the
Austrian Succession, when the credit of the Government was
standing high, a big scheme of conversion was carried. The
main body of debt, as it then stood, was converted from 49, stock
into a new stock, which after 1757 bore interest at 3%. This
stock was known as the Reduced Three Per Cents and remained
in existence to 1888. In 1752 various 39 annuities were con-
solidated into one stock. This is the origin of Consols, the 23%,
Consols of to-day. At Pitt’s accession nearly the whole of the
debt was in 39 stock ; and, as the rate at which new money
could be borrowed was then between 4%, and 5%, the 39, stock
was well below par. A scheme of debt redemption, therefore,
involved the purchase of 3%, stock in the open market.

Pitt announced his plan in 1786. A body of Debt Com-
missioners was to receive from Parliament a million a year in
quarterly instalments. With this they were to buy up stock,
to hold it, and to re-invest the interest. Furthermore the pay-
ments on certain life annuities and annuities for terms of years,
as they fell in, were to be continued to the Commissioners. When
the annual sum at the disposal of the Commissioners reached
£4,000,000, all stock subsequently purchased was to be cancelled.
Pitt’s purpose was to surround the scheme with such safeguards
that it would be inviolable, and for the first few years of its
existence it operated soundly, because the grants came out of
current taxation. But the writings of the Rev. Dr. Richard Price
fostered a delusion that the re-investment of interest would cause
the debt to pay itself off automatically through the mysterious
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efficacy of compound interest ; and the delusion had injurious
results when on the approach of war further borrowing became
necessary.

The war which broke out in 1793, and lasted with one short
intermission (March 180z to May 1803) until 1815, affected the
national finances in three ways: (i) It necessitated new borrow-
ing, (ii) it necessitated new taxation, (iii) it imposed a strain on
currency and credit. Pitt died in 1806, one year after Trafalgar
but nine years before Waterloo. Pitt’s part, therefore, consisted
in launching war measures, which were continued under con-
ditions of increasing strain by mediocre successors.

New Borrowing. The debt of £273,000,000 in 1783 had risen
by 1816 to £902,000,000 (£816,000,000 funded, £86,000,000
floating, i.e. short-term, debt). Was the money wisely borrowed ?
Most of it was raised in 39, stock at a considerable discount.
This meant that posterity was burdened with a larger capital
sum of debt stock than if the borrowing had been done in 5%,
stock at par. Why then did Pitt borrow in this way ? Because,
in the words of Hamilton, our authority on the National Debt,
‘loans are transacted in the 39s on easier terms. The lender
expects to gain by the rise of stock, and when he gains the public
loses at repayment or redemption.’* Pitt issued a 59, Loyalty
Loan in 1796, but he had to promise the subscribers that it would
not be redeemed until two years after the termination of war,
and that in that event holders should have the option of repay-
ment at the rate of £133 of 39 stock for every £100 of 59, stock.
Sir Henry Parnell, the Corn Law authority and financial reformer,
writing in 1829, declared that if Pitt had dealt directly with
subscribers instead of with loan contractors he could have com-
bated the preference for 39, stock.? But it is always easy to
blame the financial middleman; and it is weak to argue, as
Parnell does, that because the much smaller loans of earlier days
were subscribed directly at par, therefore the huge calls on the
loan market during the French wars could have been met by
the same procedure.

Was the money wisely spent ? The greater part, of course,
was expenditure on the war—for the Army and Navy and for loans
and subsidies to foreign Powers.? The wisdom of these advances,
when loans were rarely repaid, may be questioned, but this is
to criticise the policy of supplying silver bullets to impoverished

1 Robert Hamilton, Enquiry concerning the Rise and Progress, the Redemption
and Present State, and the Management of the National Debt of Great Britain and
Iveland, 3rd ed., 1818, p. 251.

8 Sir Henry Parnell, Financial Reform, pp. 289-98.

3 Cf. J. H. Clapham, ‘ Loans and Subsidies in time of War, 1793-1914,’
Economic Journal, Dec. 1917.
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allies, and Pitt at any rate did not borrow them from another
Power. However, a part of the new borrowing was devoted to
the maintenance of the Sinking Fund. Between 1786 when the
fund was established and 1829 when it was abolished, £320,000,000
cash was paid into the Sinking Fund Account ; and during the
war the whole of the contributions were borrowed. As finance
this was unwise, because, though the old debt bought and the
new debt issued were both mainly in three per cents., the Govern-
ment by buying with the one hand and selling with the other had
to pay the market charges. They could not buy as cheaply as
they had to sell, and Hamilton considered that at the end of the
war some £16,000,000 of debt stock had been created for which
the Government had nothing to show.!

It is hard to believe that Pitt, the brilliant student of the
Wealth of Nations, was deluded by the sophistry of Dr. Price.
But the Sinking Fund was his darling, and how could he expect
the citizens to support drastic taxation if the Government itself
scrapped its solemn decision of 1786? In 1792, when war
threatened, Pitt reconsecrated the Sinking Fund idea by enacting
that a Sinking Fund of one per cent. should be established for
all new loans. In 1802z his successor, Addington, amalgamated
the new one per cent. Sinking Fund with that of 1786, with a
view, he said, to extinguishing the whole debt in a shorter time
than by keeping each toits own operation. But this was pretence.
He wished to show that he was guarding as jealously as Pitt the
financial credit of the nation. In 1813, when the stock held by
the Commissioners was nearly £238,000,000—the figure of the
funded debt in 1786—it was cancelled in accordance with a
modification on Pitt’s original scheme introduced by Addington
at the time of the amalgamation. But the machinery of the
fund was continued beyond the war. After 1815 it should have
worked satisfactorily, but the tradition of feeding it with borrow-
ings survived and obscured the real task of post-war finance,
the raising of a true surplus through adequate taxation and
economy in expenditure. In 1828 the Finance Committee
showed that the provision of £5,000,000 annually for the Sinking
Fund was being made by avoiding the immediate burden of other
charges, such as war pensions. They recommended, therefore,
that the Estimates should aim at a surplus of £3,000,000, but
‘that in case the eventual annual surplus should not amount
to Three Millions, the deficiency ought not to be supplied by
borrowing.”? In 1829 the Sinking Fund was abolished. Between
1829 and 1875 Governments pursued the informal plan of devoting

1 Hamilton, op. cit. p. 198.
* Commons Commitiee on Finance (1828) Report, Conclusion of Report.
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casual surplus to debt redemption. That such surpluses fre-
quently accrued was due to the able finance of Peel and Gladstone.
This informal plan received in later days the name of Old Sinking
Fund to distinguish it from Stafford Northcote’s New Sinking
Fund of 1875.

New Taxation. Here Pitt, after a slow start, achieved ex-
ceptional success. A national revenue of £19,000,000 in 1793
was raised to one of £50,000,000 in 1806, the year of his death.
So productive was the war taxation of 1798 onwards that if this
could have been imposed at the outset with equal success the
whole of the war might have been financed from current revenue.
‘ The great mistake committed by Mr. Pitt,’ says Parnell, ‘ was
postponing till 1798 the plan of war taxes. The paying of the
whole expense of the war had by that time become a much more
difficult task to accomplish than it was in 1793 ; because in
the interval of five years between 1792 and 1798 110 millions
(of principal) had been borrowed, and taxes to the amount of
£5,700,000 had been laid on and permanently mortgaged for
paying the interest on this new debt.’ !

Pitt certainly miscalculated the length of the war, as every
Government always does; but it is very unlikely that he could
have extracted from the pockets of the nation heavy sums in
taxation until he had first put into the circulation of the country
heavier sums through the issue of Army and Navy contracts.
Moreover, he had no machinery at his disposal for the levying
of such taxation. For although in 1799 the yield of the Customs
was double that of 1793, even then it only rose to £7,000,000,
of which £1,000,000, coming from the new Convoy Duties on
exports and imports, was in a sense a charge for service rendered
by the Fleet; while every extension of the Excise involved irri-
tating control. Tradition, including the powerful tradition of
Adam Smith, was against a general income tax. The land tax
was now a fixed charge and so unequal in its incidence that Pitt
made no attempt to restore it to its original purpose. In 1798
(38 Geo. III, c. 60) he gave landowners the right to redeem it by
the payment of a capital sum which would yield to the Exchequer
when invested in consols the amount of the tax plus ¥4th.2

Pitt had to find his way to an income tax along other lines.
He began in 1797 with the so-called ‘ Triple Assessment.” There
existed certain small taxes on windows, houses, shops, horses,
carriages and men-servants, by which tax-payers were directly
assessed. Pitt used this as a basis of a tax on spending power,

1 Sir Henry Parnell, Financial Refoym, p. 288.
8 In 1853 the stock consideration was reduced by 173}% and in 1896 changed
to 30 years’ purchase.
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not because he wished to exempt ‘ hoarding ’ but because * there
existed no means of ascertaining the property of individuals
except such as were of a nature that could not be resorted to.’ 1
The title ‘ Triple ’ arose from the fact that owners of establish-
ments whose assessment the year before was £2z5 had their
assessment #ripled in 1797. Richer persons paid larger multiples,
poorer persons smaller, but the assessment failed through shame-
ful evasion. It yielded only some £4,000,000 instead of the
expected £7,000,000, and Pitt was reduced to begging for
voluntary subscriptions, which brought in a further £2,000,000.
‘ The meanness which shrank from fair and voluntary contri-
butions has been compensated by the voluntary exertions of
patriotism.” 2

In 1798 he used the lessons learned in this failure to introduce,
as from January 1799, an income tax based on returns furnished
by the tax-payer. Under the Triple Assessment of 1797 the
person who found that his assessment exceeded 109, of his
income was allowed a remission on the excess, if he filed in pror f
a ‘ General Declaration of Income.” Under the income tax of
1798 he filed a statement of income and had to accept without
demur the amount to which he was assessed, unless he was pre-
pared to disclose full particulars of his income from every source.
There were abatements in respect of children and life insurance
premiums, a total exemption to £60 and partial exemption
between £60 and £200.

The tax was levied at 109, (2s. in the £) and yielded an average
of £6,000,000 in 1799, 1800 and 1801. Abolished in 1802 during
the brief Peace of Amiens, it was reimposed in 1803 by Addington
at the rate of 59%. This was half the former rate, but the yield
was nearly as great, because, though the tax-payer was now
relieved of the unwelcome liability to disclose the whole of his
income, he had his tax deducted at source, where this could be
arranged. Thus the tenant of the land or house paid the tax
due from the landlord and deducted it from his next payment of
rent ; and the public offices paid the tax on the salaries of their
employees. This device was of enormous importance in days
to come when the majority of commercial profits accrued in the
form of dividends from public companies and thus became
amenable to stoppage at source.

In 1806 the tax on public funds, an increasingly important
item, was deducted at source for the first time. In the same
year the limit of total exemption was reduced from £60 to £50,
and the deduction allowed all round on children was withdrawn

1 Parliamentary History of England, 11. 380. Speech of December 14, 1797.
2 Ibid. I1. 429. December 3, 1798.
cz2
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owing to ‘an astounding official increase of large families’;
and the general rate was raised to 109, again. At this it remained
till 1815, when it was yielding nearly £15,000,000. At last
an income tax had been discovered which could not be evaded,
but it was voted for the duration of the war ‘and no longer.’
At the conclusion of peace the Government tried to retain it,
but the Opposition, led by Brougham, held them to their bond.
It was abolished, therefore, in 1816, along with the war duty on
malt (i.e. the addition made to the excise on malt during the
war), which was regarded as the agricultural offset to the con-
tributions of the commercial classes through income tax. In the
handling of taxation the errant parties were neither Pitt nor
Pitt’s war-time successors, but an impatient public and the
complaisant Government of peace time. The abolition of the
income tax was not necessary to the restoration of industry, for
the war left Great Britain pre-eminent therein; and the result
of abolishing it was to prolong the period of borrowing beyond
the war and to overload the revenue system with burdensome
taxes on the course of trade and the necessaries of the poor.
The Strain on Currency and Credit. In 1797 the Government
authorised the Bank of England to suspend payment of its notes
in cash, and by agreeing to accept them for all payments virtually
made them legal tender. In 1821 cash payments were resumed
in full. Therefore between 1797 and 1821 Great Britain had a
paper pound. We note elsewhere the place of the paper pound
in the history of British currency and the measures taken by the
Bank of England at this time to preserve its independence and
reputation. Here we observe that the inflation of the currency,
which was the outcome of the suspension, served as a third and
final expedient of war finance. For inflation of the currency is
taxation in disguise, giving the Government through the machinery
of the loan market control over resources which it would not
otherwise possess. The inflation, measured by the premium on
gold, was slight down to 1808 : between 1809 and 1814 it was
serious. But at no point did the Government consciously avail
itself of this expedient. It did not turn on the printing press.
While the war lasted the burden of inflation was not felt, except
to the extent that it aggravated the rise in food prices between
1810 and 1813—a rise which would have been serious in any
case owing to the failure of supply. The penalty was paid on
the return of peace, which brought not plenty, as was expected,
but stagnation and unemployment. For as the final stage of
the war was financed in part by a moderate inflation of credit,
so the process of readjustment, when peace came, was rendered
more violent and therefore more damaging to trade. The
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creditor class benefited by the fall in prices. In this class the
fund holders were the most important element, but they were
also the element which had benefited most surely by the abolition
of the income tax. The result was a widespread sense of injustice
on which Radical politicians like William Cobbett played with
effect for the next twenty years.

CHAPTER 1I

HuskissoN, 1770-1830

Section 1. Towards Free Trade. Section 2. Huskisson’s Career. Section 3.
The Corn Laws. Section 4. The Navigation Laws and Commercial Treaties.
Section 5. Imperial Preference. Section 6. The Revision of the Tariff,
Section 7. Summary.

Section T. Towards Free Trade

Two great Tory statesmen, trained in the keen school of world
war and currency disturbance, resumed the work of fiscal
reform which Pitt began and the French wars arrested. These
were William Huskisson (1770-1830) and Sir Robert Peel (1788-
1850). Huskisson’s chief work was done as President of the
Board of Trade (1823-7), Peel’s during his Premiership (1841-6) :
and between them they set the fiscal helm so decisively towards
free trade that its completion after 1846 was a matter of detail
only.

It was the statesmen who set the pace. In the decade after
Waterloo the British Government was in close touch with the
problems and requirements of foreign trade. It had just waged
a trade war with Napoleon and a war arising out of trade friction
with the U.S.A. It was engaged on the restoration of the gold
standard and the settlement of the French war indemnity through
the house of Baring, and it was bargaining with interested Powers
for the suppression of the slave trade. By its diplomacy it
furthered the interests of British traders in Central and South
America. Castlereagh and Canning saw the value of the markets
opened by the detachment of Brazil from Portugal (1808) and
the revolt of the Spanish Colonies (1810-16). In 1810 during
the Peninsular War Great Britain had secured a commercial
treaty with Portugal, giving her entry into the Brazilian market.
In 1816 she offered mediation between Spain and its colonies,
recommending that the commerce of South America should be
opened to all nations upon moderate duties with a reasonable
preference to Spain ; for she knew that this was all her merchants
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needed. But Spain refused, and therefore the British Govern-
ment pressed for commercial recognition. It made a place for
the ex-colonies in its new Navigation Code of 1822 and despatched
commercial agents to South American ports. In these different
ways the Government showed that it saw the value of a pro-
gressive trade policy more clearly than the manufacturers and
merchants, who always thought sectionally when particular
remissions were proposed. It is customary to date the movement
for free trade from 1820, the year in which the merchants of
London presented a Petition for Free Trade ; and it is true that
after that year free trade doctrine made headway in the country.
The London Petition went the whole length: ‘ Free imports
without retaliation and no duties except for revenue’; but
Thomas Tooke, the statistician and Baltic merchant who drafted
the petition, gives the story of its adoption. He found it hard
to obtain signatures until a director and an ex-governor of the
Bank of England led the way. ° The simple truth is that the
Government were at that time far more sincere and resolute free
traders than the merchants of London.’ 1

The agriculturists, though their mind was not more sectional
than that of the merchants and manufacturers, were impelled by
the circumstances to sing a different tune. They stood to lose
by free trade. Having saved the country in war time by feeding
it, they refused to support in peace time a trade policy in which
the manufacturers enjoyed the markets and they the competition.
Huskisson’s term of office was cut short by the disfavour with
which the landed interest viewed his effort to modify the un-
workable Corn Law of 1815. Peel abolished the Corn Laws
in 1846 at the price of his own downfall and a split in the party
which he led. Shippers and manufacturers were never asked to
expose themselves to the competition of advanced rivals. Great
Britain became a completely free trade country because the
interests which risked little by its adoption were strong enough
to bring the agriculturists to their knees. And the British
Exchequer was able to afford free trade because of the abounding
increase in trade and industry which that policy aided but did not
create.

Section 2. Huskisson’s Career

Huskisson brought to the work of reform a ripe experience
and matchless knowledge. A youth spent in Paris at the British
Embassy gave him an insight into diplomatic procedure, which
stood him in good stead when he came to negotiate commercial
treaties. From 1796 to 1830 he sat continuously in Parliament,

1 Tooke and Newmarch, History of Prices, V1. 342.
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representing from 1823 to 1830 the commercial constituency of
Liverpool in succession to his friend and idol, George Canning.
He was a member of the Bullion Committee of 1810 and made
his financial mark by a brilliant essay on currency depreciation,
in which he supported the bullionist case by showing the affinity
between free trade and the free movement of gold. In 1814 he
became Minister of Woods and Forests under Lord Liverpool, thus
coming into contact with agriculture. For a time he was the
spokesman of the Government in matters agricultural, but after
1821 he was in opposition to the majority of the Government'’s
agricultural supporters, and the gap widened until in 1828 it
caused his fall. Meanwhile, however, he had launched his fiscal
reforms. With Robinson at the Exchequer and Canning at the
Foreign Office, he achieved a complete revision of the tariff and
shipping policy of the country. After the death of Canning in
1827 he passed through a year of uneasy office, becoming finally
Colonial Secretary and leader of the House of Commons under
the Duke of Wellington. In 1828 he resigned, nominally over
a detail of electoral reform, in reality over a fundamental differ-
ence concerning protection to agriculture. In September 1830
he met with a fatal accident at the opening of the Liverpool and
Manchester Railway. Never popular in high society, he was
held in immense respect by the financial and business community.
Impatient of interference with business enterprise in any form—
tariff restrictions, official wage regulation or trade unions—he
nevertheless had a big sympathy for those whose toil made
England great: and the champions of the people saw in him
gheir hope.

Oh Huskisson! Oh Huskisson !

Oh Huskisson, in vain our friend !

Why hast thou left thy work undone,

Of good begun, is this the end ?

Thou should’st have lived if they remain

Who fetter’d us and hated thee ;

Oh Huskisson, our friend in vain,

Where now are hope and liberty ?

So sang the Corn Law rhymer, Ebenezer Elliott, and the com-
mendation by the poet who hated the Corn Laws of the states-
man who helped to pass the most hated of them (that of 1815)
reads strangely. But 1815 and 1830 were far removed.
Huskisson’s career had occupied the transition from war to peace :
and, learning as he went along, he changed his views as the facts
changed.
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Section 3. The Corn Laws

When peace loomed in 1813, the champions of Ireland with
Sir Henry Parnell at their head were the first to become busy,
and in 1814 they procured an Act (54 Geo. III, c. 69), which
permitted the export of corn and flour from the United Kingdom
at all times without payment of duty or receipt of bounty.!

In 1814 the problem was re-examined from the standpoint
of British farmers, whose interest in free trade was negligible.
After evidence had been taken from land agents, merchants,
farmers, and agricultural experts such as Arthur Young, the
opinion was formed that 8os. per quarter was the lowest price
which would cover the increased cost of growing wheat. The
Government accepted the principle of an 8os. level, but in order
to make it secure departed from Corn Law precedent. The
earlier Corn Laws—1670, 1773, 1791 and 1804—set high, low
and nominal duty points for the importation of foreign corn,
but between 1756 and 1815 they were suspended frequently.
To ensure now that with the return of peace protection should be
effective, the Government substituted for a scale of duties the
following hard-and-fast rule. When the home price of wheat
was at or under 8os. per quarter, foreign wheat was excluded :
when the home price was above that figure, it was allowed in
duty free. This was the hated law of 1815. When the terms
of the bill were disclosed, there was an outcry in the country
and some disorder. One member complained that ‘ he had been
carried above a hundred yards on the shoulders of the mob just
like mackerel from Billingsgate Market and he thought they
meant to quarter him.”2 But the bill became law (55 Geo. III,
c. 26) because, in addition to the agriculturists’ desire for protec-
tion, statesmen were haunted by the fear of dependence upon
the foreigner for foodstuffs in the event of war.

‘That law,” said Huskisson as late as May 1820, ‘had
answered the purposes for which it was intended.’® And yet,
in spite of protection amounting to prohibition, agriculture
languished. In abundant years the home harvest reduced prices
to an unremunerative level and in scarce years the rigid prohibi-
tion obstructed the relief of distress. In 1821 Huskisson presided
over an inquiry into agricultural distress, and after hearing the
evidence of the corn merchants, among them Thomas Tooke, he
came to the conclusion that not only was the law failing to help
the farmer, but also it was obstructing the course of foreign trade

1 For Corn Laws from 1660 to 1869 see detailed list in Customs Tariffs (C. 8706

of 1897), pp. 229-261.
* Hansard, New Series, XXX, 35. 3 Speeches, 11. 47.
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and prompting foreign Powers to refuse commercial reciprocity.
The Report of the Committee, which he drafted, gives evidence
of his change of view. It propounds the daring question,
‘ whether the only solid foundation of a flourishing state of
agriculture is not laid in abstaining as much as possible from
interference, either by protection or prohibition, with the appli-
cation of capital in any branch of industry.’! After adverting
to the need for caution in applying this principle to the special
case of agriculture, the Report strays into a homily in support of
the resumption of cash payments, which was then in progress.
The agriculturists considered that they had been outwitted and
demanded a further inquiry in 1822. A duel then ensued between
the liberal and protectionist elements in the Tory party, and the
latter won. For whereas Huskisson had proposed to admit
foreign corn at a certain scale of duties and thereafter to keep
the ports continuously open, the Act of 1822 (3 Geo. IV, c. 60)
opened the ports to new wheat only when the home price should
have reached 80s., and closed them again when it should fall below
70s. As the former figure was not reached, the Act never came
into effect apart from a clause relating to colonial corn. Thwarted
thus in his effort to obtain a general solution, Huskisson secured
some relief for the merchants whose corn lay rotting in bond in
London and Liverpool. In 1824 permission was given to grind it
for re-export. In 1825 a small quantity was admitted by special
Act (6 Geo. IV, c. 65) into the general consumption of the country.

In April 1825, therefore, Huskisson expressed complete hos-
tility to the law of 1815, which still held the field. It limited, he
argued, the markets from which we drew our supplies, destroyed
the vent which we should otherwise have for our produce when-
ever we were blessed with a superabundant harvest, and exposed
us to violent fluctuations of price. Accordingly in 1827, when
Canning was Premier, he made a final effort for a general settle-
ment. There was no talk yet of total repeal; the choice lay
between a fixed duty and a sliding scale. The fixed duty avoided
reference to those slippery things,  the averages,” from which
the home price was taken, and it had the approval of Ricardo.
But the ground on which Ricardo based his plan of * Protection
to Agriculture,’ published in 1822, namely the special disabilities
suffered by agriculture, made it impossible of acceptance by
a Tory Government. For protection grounded on the disabilities
of one English industry as compared with another English
industry was grounded on quicksand. If the farmer’s poor rate
declined, so would his claim to protection, and all the while he
would play the sorry part of a lame dog whining for exceptional

1 Repost of Committee on Depressed State of Agriculture (1821), p. 20,
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treatment. Huskisson therefore chose a sliding scale, which
was in accordance with Corn Law precedent and seemed to meet
the worst feature in the law of 1815, its rigidity. A gently
descending scale would restore smoothness to the course of trade.
But in order to work the scale it was necessary to decide upon
a pivot point at which reasonable protection was afforded and
from which, as prices rose, the duty would gently descend. The
agriculturists declared that the pivot point of 60s. per quarter,
with the duty of 20s. set against it, afforded inadequate pro-
tection, and threw out Huskisson’s bill on a technical point.
In its place a one-year Act, confined to bonded corn, was hurried
through (1827). Huskisson in handling this bill fell foul of
the Duke of Wellington. For they were at cross purposes.
Huskisson was trying to restore an open corn trade, such as the
country had enjoyed in the palmy days of the 18th century
when corn flowed freely in and out. The Duke and his landed
friends, without regard to the course of trade, were bent on
consolidating the fortress which they had inherited from a
generation of war. Relations, therefore, were already strained
when Huskisson accepted office under Wellington in 1828, and
he was out of office when the law of 1828, sometimes called
the ‘ Duke of Wellington’s sliding scale’ (9 Geo. IV, c. 60), was
passed. This law held the field to 1841, and how it worked will be
seen when we examine Peel’s attempt to improve it.

Section 4. The Navigation Laws and Commercial Treaties.

In 1820 Holland was no longer the merchant carrier of Europe,
Ireland was for trade purposes a unit in the fiscal system of the
United Kingdom, America was no longer a British possession,
the countries of South America were no longer the colonies of
Spain and Portugal. Nevertheless the Navigation Laws, which
had been framed in an age when all these things held true, sur-
vived in cumbersome fullness. From time to time since 1660
exceptions or additions had been introduced until the regulations
became so complicated that traders had to take legal advice
upon their provisions and even the law officers of the Crown were
sometimes unable to fathom them. The part which they played
in the trade rivalries in the 17th and 18th centuries is discussed
below (p. 134). It is here sufficient to note that the Restoration
Parliament, repeating the militant legislation of Cromwell,
excluded foreign countries from the fisheries, the trade with the
colonies, and the ocean trade from all distant parts to England.
Holland, the carrier of Europe, was the object of special animus.
In all the Navigation Laws ‘ English’ covered colonial, though not
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Irish, shipping, and under the protection of the British Navy
the American colonies had built up in the 18th century a strong
merchant marine.

Thus the overhauling of the code was already long overdue.
Wallace in 1822 began the revision and Huskisson completed it
in 1825. From 1818 to 1823 Thomas Wallace (created Baron
Wallace, 1828) was Vice-President of the Board of Trade. He
presided over the Commons’ Committee of Inquiry into the
Foreign Trade of the Country (1820). This Committee recom-
mended the revision of the Navigation Acts, and in 1822, before
Huskisson came to the Board of Trade, the preliminary revision
was accomplished. In 1823 Wallace was made Master of the
Mint. The custody of the pound sterling, Huskisson must have
felt, was in good hands! The combined work of Wallace and
Huskisson brought the Navigation Law to the following position
at the end of 1825.

I. In the trade with Europe the old penalties on Dutch
shipping disappeared, and the only remaining restriction was
the prohibition of a ‘ pick-up’ traffic in enumerated goods.
(For example, country X might not bring into England certain
products of country Y from a port in country Y or country Z.)
It is probable that this branch of the code would have been
abolished in Huskisson’s time but for the reluctance of Great
Britain to make a breach in the direct trade of import from
Turkey and the Mediterranean ports of Asia and Africa. In
1838 this class of restrictions was waived by special treaty in
favour of Austria. In 1845, when the Navigation Law was for
the last time codified, the term ‘ natural outlet ’ was interpreted
so liberally that Navigation Law restrictions on trade originating
in Europe were virtually removed.

2. In the trade with Asia, Africa and America, the long haul
(i.e. the ocean carriage from the country of origin to a British
port) was still reserved to British ships as against other European
carriers. But since there now were independent countries in
North and South America, the shipping of these new countries
was allowed to share in the trade. All such traffic, however,
whether in British or foreign ships, must be direct. For example,
it was illegal to import Java sugar from Rotterdam in an
unmanufactured condition in anybody’s ships. The ban on
Holland’s entrepot trade remained absolute.

3. In the colonial trade inter-imperial trade was still reserved
to British and colonial shipping. * All intercourse between the
mother country and the colonies, whether direct or circuitous,
and all intercourse of the colonies with each other, will be con-
sidered as a coasting trade to be reserved entirely and absolutely
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to ourselves.’! But the colonies might send their produce to
foreign countries in anybody’s ships, and foreign countries might
send their produce to the colonies through specified ports of
import, provided that such foreign countries gave Great Britain
similar facilities in their own colonies. Here the U.S.A. had
forced Great Britain’s hand owing to the dependence of the
West Indies on them for lumber and flour; and it was
Huskisson’s policy to extend to all foreign countries in 1825 the
concessions which had been granted to the U.S.A. in 1822. For,
as he truly observed, if the primary object of the Navigation
Laws was to maintain a great commercial marine, ‘the next
great principle of these laws was to prevent a share of the foreign
carrying trade from being engrossed by any one particular
country.” 2 And that country now was not Holland, but the
U.S.A.

The survivals died hard, outliving Peel. In 1849, under
protest from shipowners, they were repealed. Only the home
coasting trade was reserved ; and this was thrown open in 1853
in the hope that America would reciprocate, but America said
‘ thank you ’ and did nothing. Already before 1849 commercial
treaties had deprived the European clauses of all significance.
By 1849 the monopoly of the long haul was seen to be hurting
British manufacturers, because, though raw Java sugar might
not be imported, this same sugar, if refined in Holland, might
be imported as a Dutch manufactured product. Furthermore,
the colonies had no longer any enthusiasm for them. Canadian
shipping had enjoyed up to 1830 a privileged position in_the
West Indian trade, but in 1830 the U.S.A. were admitted on
equal terms to this; and in 1846 the repeal of the corn laws
destroyed the preference under which a considerable export
trade in wheat and wheat flour had been built up from Canada
to Great Britain. Thereafter, after 1846 Canadian merchants
were hostile towards any restriction on the nationality of the
shipping which handled their wheat.

No ill effects attended the repeal of the Navigation Laws.
The Navy did not suffer, because, as the result of Sir James
Graham’s admiralty reforms of 1830—4, it was now manned by
men of its own training. The mercantile marine did not suffer,
because competition was stimulating and fortune was kind.
The repeal of the Navigation Acts coincided with the substitution
of iron for wood as a material for ships, and of steam for sail as
a means of propulsion; and in the new material and the new
power Great Britain at that time held the lead.

The Navigation Laws proper gave no tariff preference ; they

1 Huskisson, Speeches, II. 317. 8 Ibid. III. 112.
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merely prescribed the course of trade. But British shippers were
further assisted by the imposition of extra duties and dues on
their foreign rivals. Such were the alien duties payable when
the goods were imported in foreign ships and the surplus charges
for light and pilotage exacted from foreign ships using British
harbours. Foreign countries retaliated when they were strong
enough; and these discriminating charges had been abolished
by treaty between Great Britain and the United States in 1815.
Huskisson saw that it was to Great Britain’s advantage to make
similar treaties with the countries of Europe, because, given equal
treatment, British ships would get the lion’s share of the trade.
He therefore obtained from Parliament in 1823 a Reciprocity
of Duties Act (4 Geo. IV (1823), c. 77) empowering the Govern-
ment to conclude treaties on condition of reciprocity. Between
1823 and 1830 such treaties were concluded with most of the
European Powers, but Holland refused reciprocity, and Canning
therefore, in January 1826, ordered retaliation.

In matters of commerce the fault of the Dutch

Is offering too little and asking too much.

The French are with equal advantage content,

So we clap on Dutch bottoms just twenty per cent.

So ran Canning’s rhyming dispatch to the ambassador at The
Hague.

The policy of reciprocity inaugurated by Huskisson was
employed by his successors to secure reductions in foreign tariffs
on British manufactures. The most famous of these was the
French Treaty of 1860, when Great Britain, on the highway to
complete free trade, modified her tariff in a way that offered
advantage to France, and France in return gave equivalent
reductions. Richard Cobden acted for Great Britain, and the
treaty, which lasted till 1881, was largely his work. It contained
a clause whereby the two nations promised to treat each other
as favourably as the most favoured nation with whom they were
associated by commercial treaty, and in later treaties Great
Britain carried the ‘ most favoured nation ’ treatment so far that
she barred herself from accepting preferential treatment by her
own colonies. These, therefore, had to be denounced before she
could avail herself of the preference offered by Canada in 18g7.
The zeal for most favoured nation treatment had, however, its
seamy side. For, though it created a network of commercial
liberalism when applied among equals for their mutual advantage,
it was an incident in the policy of exploitation as applied by
Europe to China. Article VIII of the Chinese Treaty of 1843
prescribed that any additional privileges or immunities granted
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to other countries should be extended to British subjects; and
other Powers in subsequent treaties exacted a similar guarantee.
But for the goods and people of China the European Powers
offered no reciprocity of favours in their own countries.

Section 5. Imperial Preference

Huskisson retained and liberalised the system of preference
by the colonies in favour of the Mother Country, and by the
Mother Country in favour of the colonies.

The former replaced the old compulsion under the Staple
Act of 1663 to receive manufactures from the Mother Country
only. When by the legislation of 1822—5 the ports of the colonies
were freely opened to foreign goods, such goods were subjected
to duties ‘ sufficient for the fair protection of our own productions
of the like nature.”! America, being no longer a part of the
empire, had to pay them, and was at first very indignant, scent-
ing a renewal of the shipping discriminations abolished by the
treaty of 1815 ; but Huskisson insisted on the difference between
them. ‘It is just as unreasonable,” he said of America’s attitude,
‘ as it would be, on our part, to require that sugar and rum from
our West India Islands should be admitted at New York upon
the same terms and duties as the like articles, the growth and
production of Louisiana or any other of the twenty-four separate
States which now constitute the Federal Union.”# Huskisson
met retaliation by retaliation. In 1830 the differences were at
last adjusted. The U.S.A. acquiesced in Great Britain’s claim
to give and take preference within the Empire, and, subject to
this, they were admitted to full equality in the West Indian
trade. Meanwhile in 1828 the U.S.A. had introduced a severely
protective tariff, and, though it was aimed at Great Britain,
they had as much right to this course as had Great Britain to her
preferences.

The preferences from the colonies, ‘ differentials ’ as they were
commonly called, were dictated by the Mother Country and
therefore displeasing to the colonies. For though Huskisson
liberated the trade of the colonies and abolished the fees payable
to the Government, naval officers and others, ‘ which frequently
amounted to more than the public duties both on the ship and
the cargo,’ ® he did not give them fiscal autonomy. By the
Declaratory Act of 1778 (18 Geo. III, c. 12) the Mother Country,
in abjuring the power of taxing the colonies, had excepted  such
duties as it may be expedient to impose for the regulation of
commerce.” Therefore the position which Huskisson found and

1 Speeches, 11. 317. 2 Ibid. II. 315. 3 Ibid. I1. 323.
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left was that the colonial legislatures levied certain duties for
revenue, while the Imperial Parliament levied further ‘ Imperial ’
duties (the proceeds of which went to the colony concerned) in the
interest of British trade. The * differentials * were prescribed in
the British Possessions Act. The last of these, that of 1842
(5 & 6 Vict. c. 49), in conformity with Peel’s tariff reductions,
reduced or repealed the ‘ differentials * in favour of British goods
or goods from other colonies. The Enabling Act of 1846
(9 & 10 Vict. c. 94), hurried through Parliament during the
last days of the Corn ILaw crisis, enabled, nay invited,
the colonies to reduce or repeal the differentials which re-
mained. Canada (i.e. Ontario and Quebec) promptly complied,
but New Brunswick in 1848 had not yet availed itself of the
power. However, there was still no thought of allowing a colony
to frame a tariff which favoured itself at the expense of the
Mother Country. And Canada after gaining self-government
had to fight for this further power in 1859 : which she won in
the face of protests from the Sheffield manufacturers, strong'y
backed by the Colonial Office. It was urged against her that
the tariff of 1859 was really a ‘ differential* in favour of the
U.S.A. owing to the ease of smuggling across the border. But
the British Government had to give way, and having yielded
over the main issue confined its efforts henceforward towards
keeping the tariffs of the self-governing colonies free of
* differentials *° which would interfere with uniform treatment of
all commerce, British or foreign. This led to a conflict with
Tasmania in 1867 ; for the Australian Constitutions Act of 1850,
unlike that of 1852 for New Zealand, forbade ‘ differentials,” and
therefore the Home Government disallowed the agreement which
Tasmania proposed for reciprocal trading with the Australian
colonies and New Zealand. It gave way in 1873 in consideration
of the fact that the ° differentials’ desired were inter-colonial,
but it was not till 1895 that the Australian colonies had power to
arrange with foreign countries reciprocal tariffs which involved
‘ differentials.’

Throughout this protracted fight for fiscal autonomy the
influence of America was apparent. The growth of American
protectionism reacted on Canada, and the success of the closer
trade relations between Canada and the U.S.A. under the
Reciprocity Treaty of 1854 inclined Australia and New Zealand
to a similar arrangement Thus it came about that the policy
of ‘differentials,” which Huskisson had supported as part of
a liberal imperialism, became first a stumbling-block in the way
of colonial autonomy and later a pattern for closer relations with
other countries to the possible exclusion of the Motherland.
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On her side, too, Great Britain gave preferences, which, as
they involved no subordination and were valuable commercially,
were very acceptable to the colonies. Such preferences were as
old as the Empire, but they assumed a new importance at the
beginning of the 1gth century, when Great Britain was short of
timber and corn and seeking to replace the gap made in her
scheme of imperial supply by the revolt of America. The oldest
of them was on West Indian sugar. Down to 1841, however,
this was almost a monopoly, since the duties on foreign sugar
were prohibitive ; and therefore Huskisson had little scope here.
He lamented the dependence of the West Indies on a single crop,
and he extended to West Indian ports the privilege of the British
Bonding System in the hope of diversifying their commerce.
Sugar, having become a necessary of life in England, yielded
a large revenue: in Huskisson’s time it was almost one-third
of the whole Customs revenue. Therefore the West Indian
planters demanded lower duties rather than higher protection.

Spirits, tobacco, and wine were also big revenue yielders and
the duty of Customs was tied up with that of Excise. Here,
therefore, Huskisson exerted his influence through Robinson,
the Chancellor of the Exchequer. Rum, the leading colonial
spirit and natural drink of the sailors who fetched it, had long
enjoyed a preference, which during the French wars was curtailed
in the interest of revenue. But in 1826, while the duty of Customs
and Excise on brandy and gin was left at {1 2s. 64. the gallon,
which was approximately the rate of 1814 to 1823, that on West
Indian rum was lowered from 12s. 74. to 8s. 64. This reduction,
however, was far outweighed by the fact that the duty of Excise
on home-made spirits was lower still, so much lower, indeed, in
Scotland and Ireland that the use of rum greatly declined. In
this way ‘ Scotch ’ was lifted into alcoholic fame.

Tobacco, i.e. unmanufactured tobacco, was in a curious
position. America, the chief source of supply, did not lose her
preference over Spam and Portugal till 1826. °‘ British Planta-
tion or Amerlcan paid a lower rate. After 1826 the U.S.A.
was included in ‘ other parts’ paying 3s. per 1b. (Customs plus
Excise) against 2s. gd. by ‘ British Plantations in America.’
But the preterence was secured by bringing the rates for other
parts down to the former rate for America and giving British
Plantations a 3d. preference on that. Otherwise a higher duty
than before would have been imposed on the raw material of
an important British manufacture. Cape Wine, a comparatively
new product, had enjoyed a big preference in the combined duty
of Customs and Excise since 1813. In 1825, when the whole of
the wine duty was restored to the Customs, the margin was
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maintained and stood out clearly after 1831, when the differential
rate against French wines was abolished. Cape Wine then paid
2s. 9d. a gallon against 5s. 64. from all other countries.

During the Napoleonic Wars stiff duties were imposed on
Baltic timber with a view to aiding the lumbering industry in
the Maritime Provinces of Canada. After 1815 these duties
were raised. But since the best quality of shipbuilding timber
came from the Baltic, the powerful Baltic interest demanded
a reduction ; and since the duties yielded a substantial revenue,
the Chancellor could not afford a lower rate without compensa-
tion elsewhere. Therefore in 1821, when the duty on Baltic
timber was reduced by ten shillings a load, a duty of ten shillings
was for the first,time imposed on colonial timber. Huskisson
was urged in 1825 to carry the reduction further, but he refused,
stressing the imperial argument. ‘ Canadian timber, considering
that it grew in one of our own colonies and was transported in
our own ships, was a most valuable trade to Great Britain.’?
But it was a precarious trade for the crews. Ships so unsea-
worthy that they would not float if loaded with anything but
timber ended their days in the North Atlantic timber trade,
and such was the scandal of these ‘ coffin ships’ that an Acf
was passed in 1839 (2 & 3 Vict. c. 44) to regulate them. More:
over, even after 1821 the preference was so substantial that there
was profit in carrying Norwegian timber to Canada, taking out
certificates of origin there and thus fraudulently obtaining the
benefit of the preference. Under every Corn Law since 1701
a preference had been granted to the colonies: and to Irelanc
down to 1806, when bounties and duties on corn passing betweer
Great Britain and Ireland were abolished. During the Corr
Law discussions of 1814 and 1815 Huskisson applied for an
received a widening of the preferential margin. In 1825 he askec]
for a special concession to Canada, by which Canadian co
should be admitted at all times into the consumption of th
country upon payment of a fixed and moderate duty. Parliaj
ment granted this for a period of two years, and under the Slidin
Scale Act of 1828 the colonial range of duties ran from 5s. 6d.
to 6d. per quarter against the foreign range of 20s. 84. to 1s.

In corn and timber Huskisson was thinking in terms of North
America and in sugar in terms of the West Indies. But sugar
was grown also in the East, in East India and Mauritius, which
became British in 1810. Since 1814 these other sugars had
enjoyed a preference nearly equal to that of the West Indies, and
Huskisson continued it, raising Mauritius in 1825 to the West
Indian level. India received special preference in silks. When
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Huskisson opened the silk trade in 1825 he gave India a preference,
which remained at various rates down to 1860 : 209, against the
foreign 309, in 1829, 5% against 209, in 1842, and 59, against
15% in 1846. Similarly, when imposing 6d. per lb. on foreign
wool, he made the Australian rate 1d., and in 1825, when the
foreign rate was reduced to 1d. (to be abolished finally by Peel
in 1844), he admitted colonial wool free.

Taken in the sum Huskisson’s preferences were very compre-
hensive, and they were applied with a balanced regard for every
part of the Empire, including that part which had its home in
ships. For the reservation of imperial shipping to ships of the
Empire was in Huskisson’s view the corner-stone of imperial
preference. After his death the cause of imperial preference
fell into disrepute. As the memory of war faded, the appeal
to imperial sufficiency, which had attracted imperialists like
Huskisson, lost its force. Peel, under pressure, made one final
extension in 1843, when he admitted Canadian wheat and wheat
flour at a nominal duty of xs. per quarter—Canada in return
imposing a 3s. duty on American wheat; but it excited such
opposition among his Tory supporters, the hereditary patrons of
Empire, that a request from Australia and New Zealand for
similar treatment was refused. In 1846 the repeal of the Corn
Laws ended the corn preference; for Great Britain would not
waive on behalf of Canada the 1s. registration duty which re-
mained on wheat. In 1854 the duties on colonial and foreign
sugar were equalised : in 1860 those on wine and spirits : in 1863
those on tobacco. In 1860 the preferences on timber and silk
disappeared automatically upon the repeal of the protective
duties. Thereafter for more than thirty years a once great
imperial cause lay entombed in the leaden shell of Gladstonian
finance.

Section 6. The Revision of the Tariff

1822-1828 were years of prosperous trade, which was checked
‘but not dispelled by the financial crisis of December 1825. The
Chancellor of the Exchequer, F. J. Robinson (created Viscount
Goderich in 1827), was therefore able to gratify the taxpayer
with justifiable remissions of taxation ; and the flourishing reports
which he presented in his budget speeches year by year won him
the sobriquet of ‘ Prosperity Robinson.’

Some of these remissions had no direct connection with trade
policy. 1823 saw the abolition or reduction of the assessed taxes
on windows, shops, horses, carriages and servants; 1824-5 the
reduction and abolition of the transit duties on coals carried
coastwise into the port of London or other ports or entering
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London by land (London down to 1824 paid as much as 7s. 6d.
a ton) ; 1825 the abolition of the salt excise, which had always
been a burden on the poor consumer and now in addition was a
handicap on the manufacture of soda for bleaching purposes.
Other of the remissions were in the interest of the revenue itself,
being intended to repress smuggling and illicit manufacture.
Thus in 1823 Robinson reduced the duties on Irish and Scotch
spirits with such success that two years later the revenue from
them was greater than before. In 1825 he reduced that on
English spirits, finding it impossible to prevent smuggling across
the Scotch Border and the Irish Channel, when the rates of duty
were widely different. Incidentally, the sale of whiskey, now
the chief drink of Scotland, was legalised in England, where it
had hitherto been illegal to sell it until it had been rectified into
gin. In 1826 he reduced the tobacco duty from 4s. to 3s. per
pound as the result of a ‘strange mischance’ in the Customs
Consolidation Act of 1825, but he found the reduction so effective
in bringing illicit tobacco under duty that he continued it.

The remaining remissions were pursuant to the trade policy
of which Huskisson, as President of the Board of Trade, had
charge. The Chancellor of the Exchequer was only interested in
them to the extent that they involved loss of revenue ; andas
Great Britain supplied from her own factories nearly the whole
of her industrial consumption and excluded foreign manufacture
by prohibitions or prohibitive duties, it was only on raw or semi-
finished materials that the loss was important. Huskisson made
a clean sweep of prohibitions and prohibitive duties, substituting
moderately protective rates and setting 30 9%, as the upper limit
beyond which protection would be thwarted by smuggling.
Silks, hitherto protected by prohibition, were allowed the full
30 9% ; linens, threatened with the loss of their old bounty,
20 9%, ; woollens 15 9, ; cottons, the strongest of the textiles,
10 9%, which was no more than an offset to the duty on raw
cotton. To strengthen the manufacturer against foreign compe-
tition the duties on many raw materials of the textile and metal
industries were lowered. In line with these reductions on
imports, the remaining export prohibitions and bounties on export
were withdrawn. The Corn Law of 1814 had made the export of
corn free at all times and abolished the corn bounty. Huskisson
applied the principle elsewhere. In 1824 he repealed the law
against the emigration of artisans (5 Geo. IV, c. 97) and in wool
he substituted for prohibition of export an export duty of 1d.
alb. (5 Geo. IV, c. 47). He would have liked to repeal the pro-
hibition on the export of machinery, but ‘ considering the great
alarm which pervaded the manufacturing districts on this
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subject,’ ? he had to be content with authorisations under licence
from the Board of Trade. He abolished the bounty on exported
silks, reduced those on Irish linens and the herring and whale
fisheries, earmarking them for destruction later.

All these changes in the import and export tariff were effected
in 1824~5 ; and in 1825, with the assistance of J. Deacon Hume,
the head of the Customs Department, he crowned the work of
tariff revision by a codification of the Customs. A thousand
and more separate Customs Acts were repealed, and the statutes
which remained were codified under eight heads : (r) Management
of Customs, (2) General Regulations, (3) Smuggling, (4) Naviga-
tion Law, (5) Registration of British Vessels, (6) The actual
duties in the Tariff, (7) Warehousing, (8) Bounties and Allow-
ances. The consolidated tariff which came into effect in January
1826 was a single tariff for the whole United Kingdom. For
though Great Britain and Ireland were united politically in
1800, their public revenues were not united till 1816, and they
had different Customs duties until 1823. But in that year they
were equalised as a prelude to the inclusion of Ireland in the
British tariff scheme.

Sectiony. Summary

Huskisson prepared the way for Peel, as Peel for Gladstone.
Free trade, like factory reform, was accomplished by stages.
Huskisson’s work touched every phase of fiscal policy, national
and imperial, agricultural, commercial and industrial, and he
combined a mastery of economic facts with a genius for lucid
exposition of economic principles. He failed when he met the
stone wall of agricultural protectionism, but he carried the
commercial and industrial community over an initial nervousness
into confident progress along the new way. He liked a fight, a
chase after the smuggler or a breeze with America when America
in his judgment was arrogant. He desired the British merchant
marine to be supreme, but he declined to take the shadow for
the substance. Therefore he dismantled the ancient framework
of the Navigation Laws and erected in the gaps a structure of
reciprocity which would carry British shipping into foreign
harbours. He brought order and simplicity into the administra-
tion of the Customs, and killed fiscal prohibitions. But in one
thing he stood almost alone. He had a vision of empire which
his Tory friends could not understand and to which his Whig
opponents were cold. Like his intellectual master, Adam Smith,
he was a liberal imperialist.

1 Speeches, 11. 425.
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CHAPTER III

PeEL, 1788-1850

Section 1. Peel’s Career. Section 2. Reform of the Excise by the Whigs.
Section 3. Tariff Reductions and the Income Tax. Section 4. The Corn
Laws (1828-1846) and the Anti-Corn Law League. Section 5. The Multi-
plicity of Economic Problems in the Forties.

Section 1. Peel’s Career

SirR RoOBERT PEEL, the son of a wealthy cotton manufacturer,
educated at Harrow and Christ Church, Oxford, carried Great
Britain safely through a period of acute social stress. Haughty
and reserved by nature, he spent himself in the public service,
giving to duty what he denied to enthusiasm. Like Huskisson,
he was for ever learning—in his study, in the committee room,
in his office, in the House. Though he compelled his party tc be
the instrument of a great popular reform, he did not court the
popularity of the crowd, nor did he make supporters and rally
waverers by the gift of honours. In the five years of his great
ministry (1841-6) he recommended the creation of five peerages
only, all for pre-eminent public service, and he did not make a
single baronet. He had a middle-class mind in the sense that he
sought always to steer a middle way and to see eye to eye with
the reasonable business man, but there was not in him a trace of
mediocrity. Moderate at all times, he was a strong man in a
crisis. He might have spared himself party hatred and the charge
of inconsistency by resigning rather than repeal the Corn Laws ;
but believing that repeal was necessary to the public safety and
knowing that he alone could carry it, he declined this easy way
of escape. The Duke of Wellington, who knew a man when he
saw one, stood by him; and so did Queen Victoria. Once she
had loved the Whigs and mistrusted Peel, but when it was a
choice of Peel or Lord John Russell in December 1843, she wrote
to Peel, * Whatever should be the cause of these differences (sc.
in the Cabinet), the Queen feels certain that Sir Robert Peel will
not leave her at a moment of such difficulty, and when a crisis is
impending.’ 1

The prestige with which Peel entered office in 1841 was well
earned. At the age of 24 he became Chief Secretary for Ireland,
and for six years, 1812-18, handled that turbulent country with
the firmness of Mr. Balfour in 1887—91. To restore order he
established the Royal Irish Constabulary, which were therefore

1 C. S. Parker, Sir Robert Peel, I11. 239.
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named ° Peelers’ or ‘ Bobbies’; but his final judgment on
Ireland was that ‘ mere force, however necessary the application
of it, will do nothing as a permanent remedy for the social evils
of Ireland.”? From 1818 to 1822 he was a private member of
Parliament, and as plain Mr. Peel (for his father did not die till
1830) he presided over the Committee which recommended the
Resumption of Cash Payments. The Act of Resumption was
therefore sometimes called Peel's Act. As Home Secretary,
1823~7 and again 1828-30, he took part in the reform of the
criminal law and gave to London the Roberts of which it is so
justly proud. I have been again busy all the morning about my
police. I think it is going on very well, the men look very smart
and a strong contrast to the old watchmen.’ 2

Thus Peel to his wife, October 10, 1829. But in this period
of his life there was one action of ill-omen to agricultural pro-
tection. After leading the opposition to Catholic Emancipation,
he changed face and carried it in 1829, believing that this alone
would save Ireland from rebellion.

In the thirties he was in opposition, slowly rebuilding the
discredited Tory party. In 1834, when the Sovereign for the
last time dismissed a Government with a majority in the House
of Commons, Peel took office and retired a few months later,
in Lord Rosebery’s words, ‘the foremost statesman of the
country.’ For he showed consummate skill in the difficult
situation of a minister in a minority and introduced measures
of religious enfranchisement and tithe reform which the Whigs
carried on returning to office. He might have come back in
1839 but for a disagreement with the young Queen over the
appointment of Ladies to the Bedchamber, but two more years
of Whig rule strengthened his position by expesing the essential
barrenness of Whig finance. Not daring to reimpose the income
tax, Sir F. T. Baring in 1840 crudely added 59, to all articles
in the Customs and Excise, but the revenue showed little resili-
ence and the deficits in the budget continued.

Peel became Prime Minister in 1841 at the head of a united
party and a cabinet of exceptional strength. In it, in addition
to himself, were five premiers, past or future: Wellington,
Goderich (‘ Prosperity Robinson’), Stanley (Lord Derby),
Aberdeen and Gladstone. At the Home Office was his friend and
economic ally, Sir James Graham, once a Whig.

1 C.S. Parker, op. cit. II1. 65. Peel to Graham, Oct. 19, 1843.
2 Geo, Peel, Private Letters of Sir Robert Peel, 