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BANKING.

Ly the Encyclopedia will be found some explana-  yill require a separate remittance. To obviate these

tion of the nature and origin of banking ; and it now
remains to describe the umprovements which have
been subsequently introduced into this important art
of money-dealing, and to give some account also of
the principal banks, which, in the progress of coms-
merce and of wealth, have been established in this,
and in other countries. | _
The chief purpose of the different banks which
were established throughout Europe during the fif-

Banks were teenth and sixteenth centuries, such as the banks of

eriginally
¢stablish.
od.

Venice, Genoa, Amsterdam, Hamburgh, and Nu-
remberg, was to provide, for the convenience of com-
merce, a currency of a determinate and Invariable
standard. Before this period, the currency of those
places was lost amid an inundation of the light and
debased coins of every adjacent state ; and the bust-
ness of commercial exchange was in this manner ob-
structed by the want of some ccrtain measure of
value. By the establishment of banks of deposit, as
‘they are generally called, which paid all demands on
them in money of a known weight and fineness; and
by ordaining, at the same time, that all payments
above a cerwain sum should be made in bank money,
the greatest possible degree of certainty was given
to the value of the currency, while, by adopting the
method of paying large sums, by means of a simple
transfer from one name to another in the books of
the bank, great facility and dispatch were obvi-
ously given to all cash transactions. Nor were
those advantages confined to the particular places
in which banks were established. It was soon found,
that the same improvement which was so useful in
the domestic transactions of a community could be
employed with even greater advantages m simplify-
ing the cash transactions of distant places. The in-
conveniences to which merchants residing in the
same place must have been exposed in making pay-
ments to each other, previous to the establishment

of banks, would neccessarily consist 1n the want of

some fixed and invariable measure of value; in the
counting, weizhing, and useless transportation of
large sums from one hand to another; and in the
frauds and mistakes which would frequently occur in
these cumbersome transactions. But in the com-
mercial intercourse of distant places, all those disad-
vantages would be greatly agrgravated 3 there would
be more scope for frauds and mistakes ; they would
be less easily corrected ; and, without some system
of money-dealing, the commerce of distant places
must be limited to mere barter, or to the instant ex-
change of specie for goods, The progress of wealth
and industry is, however, necessarily accompanied by
the growth of confidence and credit. Upon this new
principle, commercial dealing is gradually extended ;
and in these circumstances, without the intervention
of the money-dealer, there must be a continual and
useless transportation of specie between all commer-
cial towns. No debt can be d:scharged without a
remittance in cash, and each separate transaction

useless payments in detail, the business is naturally
transferred to a separate class of dealers, by whom

the whole debts and credits of the community, n
nlace of being scttled individually, are brought to a
general balance, and it is only for the discharge of
this balance, that it is necessary to remit specie.
The arrangements by which this result is produced
arc exceedingly simple and obvious, and are now be-
come so familiar, that they hardly require to be ex-
plained in detail.

When, in the progress of wealth and improvement,
certain individuals begin to acquire, from their in-
creased wealth and their extended trade, the general
confidence of the community, it will naturally occur
to mferior traders, who have remittances to make to
other places, that the great merchant, by means of
his credit and connections, may assist him in his
transactions with those distant parts, If the one has
money to remit, the other may havemoney to receive,
and in this manner, by means of credit and con-
fidence, the engagements of the different parties may
be duly discharged by a mere transfer of debt from
onc person to another. Thus, we may suppose A,
the great merchant, has money to recesve from the
same place to which B, the inferior merchant, has
money to remit, lle rececives the money from 1,
giving him, of course, an order on the debtor which
he has in the same place in which B’s creditor re-
sides. To this place the order being sent, the debt
belonging to A is transferred to the creditor of B.
And thus, by the mutual transfer of claims, without
the intervention of specie, this account of debt and
credit is finally gettled. The credit and connections
of the wealthy merchant, inducing others to deposit
money with him for the purpose of bemng renitted to
their respective creditors, the cash transactions of
the town and neighbourhood gradually centre m his
hands. All those who have money to remit, or
money to reccive, entrust the transaction to his
management ; Le receives their money, for which he
olves them his drafts, or their bills, for which he
cither gives them money, or undertakes to procure
payment, and, in this manner, the debts and credits
of the different commercial towns, in place of being
settled as formerly in detail, are, by the agency of
the money-dealers, brought into one general ac-
count, and reduced at once to a comnion balance.
The establishment of such public banks as those of
Venice, Genoa, Amsterdam, Hamburgh, &c., on the
solid sccurity of large deposits of treasure, by in-
spiring general confidence, would tend to give life
and activity to this improved system of money-deal-
ing. The credit of an individual, however respect-
able for wealth, integrity, and prudence, could hard-
ly be supposed in any case to be equal to that of
those public establishments which were the general
depositaries of all the floating capital of the com-
munity, of which the management was committed to

directors publicly cl:osen, and bound down in theix
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manking. conduct to certaingeneralrules, from which they have
=~/ no discretionary power to depart.  In thetwo great
sources of mercantile confidence, therefore, namely,
the rcputation of wealth and prudent management,
those institutions could not be exceeded. They
were cvidently beyond the reach of all the ordinary
casualtics of cominerce, and it could only be by
foreign invasion, or by some great internal convul-
sion, which would tend to the dissolution of all civil
order, that their ruin could be accomplished.  Their
bills and dratts possessing a proportionably extensive
circulation, formed a species of currency in universal
credit, throughout the great mercantile community
of Lurope, and furnished a most convenient instru-
ment for settling, m the most easy and expeditious
manner, the cash transactions between distant parts.

It has been suggested, that those bills of exchange
and drafts were the imvention of the Jews, and such
may very possibly have been the case.  But the
just and philosgphical remark of Mr Dugald Stewart,
in regard to the mvention of printing, may be gene-
rally applied to the progress of mankind in all other
arts and sciences.  Cn this subject, he observes,
that to whomsoever the credit of' this important dis-
covery may be due, it is evident, from the state of
socicty at that time m Lurope, and from the ra-
pid progress of all moral improvement, that some
such process, for the speedy dissemination of know-
ledge, must have been discovered about this period.
The general condition of the world, created, if we
may 50 express ourselves, an eflectual demand for
the discovery ; and the ingenuity of mankind being
turned to this object, the necessary means for grati-
fying the love of knowledge and inquiry, now fairly
awakened, were speedily devised. In like manner,
it may be remarked of bills of exchange, that the
gradual progress of mankind in wealth and improve-
ment, favoured the growth of mercantile confidence,
which was still farther strengthened by the establish-
ment of public banks of undoubted credit ; and that,
by whomsoever billsof exchange were first used, some
such mvention was the necessary result of that in-
creased confidence and credit, which the progress of
wealth and ndustry was rapidly diffusing over all
Europe. '

In general, the public banks established through-
out Europe were found to answer all the purposes
of their institution.  As their credit was beyond
all question, they afforded a solid foundation for
commercial confidence, and their affairs being ma-
naged with prudence, they increased in respectabi-
fity and credit, supplying the home merchant with
a safe and convement instrument of exchange, and
enabling the foreign merchant to receive remittances
from abroad, or to make his payments more cheaply,
safely, and expeditiously than before. In addition
to those already mentioned, other banks were esta-
blished in different parts of Europe, and upon the
same model.  But, in some cases, owing to a devia-
tion from their original rules, and to an imprudent
extension of their concerns, from a desive of mordi-
nate gains, they were occastonally in want of specie,
and being unable to pay on demand, they fell from
that high degree of credit, which is essential to the
usefulness and prosperity of such institutions.

(i

By the general circulation of the bills of those Banking.

public banks, the use of specie was in a great mea. =@\’
sure superseded as a medium of exchange between
distant parts ; and it was obvious, that, by foliowing
out the same principle in the donfestic circulation of
a country, paper might, in like manner, be substi-
tuted for specte in its internal commerce. When a
debt agaiust persons of undoubted ability to pay is
once constituted by a written document, the debt
may, by means of this document, be made over to li-
quidate the claims of a third party, and in this way,
a cumbersome species of paper currency may be em-
ployed n the great transactions of trade. By im-
proving the torm of this instrument, however, by cir-
culating bills for small sums, and by making them
payable on demand, a public bank, in good credit,
will supply the community with a paper currency so
convenient as to answer all the purpuses of specie.

In the course of the last century, public banks for Establish-
the circulation of paper in licu of specie have been went of the
established in most of the great cities of Europe. Of gam‘;"g
these, the most important, whether we consider its &
great wealth, or the vast extent of its transactions, is
the Bank of England. Of the nature und origin of
this establishment, an account will be found in the
Encyclopeedia ; and, in this supplementary work, we
shall proceed, bricefly, to notice some of its more re-
cent transactions, and also to describe generally the
eficcts produced by so powerful an engine on the
circulation and comumerce of the country.

The Bank of England, when it was first incorporat- Trancac.
ed, assisted Government with a Joan of L. 1,200,000, tions with
and 1t has subsequently been in the practice of accom- the Govern-
modating the public, from time to time, with loans to a M¢8%
considerable amount. In 1746, those advances, which
form its undivided capital, amounted to L.11,686.800,
for which interest is paid by Government at the rate of
3 per cent. ; and its divided capital had been, at the
same tiume, raised, by different calls and subscrip-
tions, to L. 10,780,000. The state of these two sums
contimued nearly the same till the year 1800, when
the Bank, in consideration of the renewzl for twenty-
one years of its charter, which expired in 1812, ad-
vanced to Government a farther sum of L. 3,000,000,
without interest, for six years. This sum became
payable in the year 1806, at which period, it was
agreed, after some discussion, that the loan should
be continued to Government during the war at an 1n-
terest of 3 per cent.  In the following year, m con-
sequence of the great prefits arising from the vast
and increasing amount of the public money deposit-
ed in the Bank, the Chancellor of the Exchequer
claimed for the public some compensation, etther by
an annual payment of money, or by a loan without
interest. In the year 1797, the deposits of cash In
the Bank, whether belonging to the public or to in-
dividuals, amounted altogether to L.5,130,140. The
Government balances alone had increased, in the
year 1807, to the enormous amount of between
L..11,000,000 and L.12,000,000; and, in considera-
tion of the profit aceruing to the Bank from the use
of this money, its directors agreed to lend L. 3,000,000
to Government without interest, until six months af-
ter the conclusion of a definitive treaty of peace.

This loan, together with the former loan of
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L. 3,000,000 granted in 1800, became duc in the
year 1814, The loan of 1806 was discharged, but
the loan with which Government was accommodated
in 1808 was continued to the public till 5th April
1816. According to an arrangement made at this
time, the Bank was allowed to add to its capital
1.. 2,910,600 ; and in return the loan of L. 3,000,000
was continued at an interest of 3 per cent.  An ad-

Amount of Bank of England Noles in Circulation at the following Periods.

ditional advance was also made to Government of Banking.
L. 6,000,000, at an interest of 4 per cent. The debt ™y ~wr
of the Government to the Bank has been in this man-

rer increased from L. 11,686,800 to L. 20,686,800.

The following view of the state of its circulation Cirenlation
at different periods, from 1718 to the present year of the Bank
(1816), is extracted from accounts laid before Par-©f Lngland,
liament.

_ i,

In the Year i~ Ul?fp‘:a!;&: adixotes under L. 5. Bank Post Bills.f Total.
1718. IL. 1,820,930 | | 1..1,829,930
1791. b 2,054,780 | 2,054,780
1730. 4,224,990 14,224,990 !
1701, 5! 3129 38,020 | 3 010
1762. ‘ (0,012,150 110,620 6,131,770

| 1763. 6,716,660 175,020 6,889,680
1779, 5,881,060 319,070 | 6,201,030
1778. 7,030,680 509,390 7,540,070
1783. | 6,354,070 355,470 6,707,540
1784. 6,074,930 } 317,800 0,502,730
1791. | 10,027,600 061,910 10,089,510

P~ Q O (T
t 1792, J‘,};e{‘l;ﬁ%ﬁf} L1 10,277,990 724,865 | 11,102,855
1793 J‘;:'_ e;::ﬁ"}s]fy 11,193,105 735,005 | 11,928,110
Lard . v "
1794 Jﬁn.egﬁﬁfl E{y 9,670,450 576,130 | 10,246,580
1795 Jﬂfﬁxf y 9,580,300 550,605 | 10,139,905
| ol . r o '
1796 J‘;*l:_e;ﬁﬁ‘}ﬁf of | 9516000 500,165 | 10,106,165
1797. January 8,742,530 461,970 0,204,500 |
July 9,331,920 | L.921,780 524,400 10,778,120 |
1708. 0,571,045 | 1,483,740 506,045 11,561,730
1799. 10,135,265 | 1,526,890 561,385 12,223,540 |
1800. 11,385,380 | 1,704,880 723,525 13,818,785
1801. 12,913,460 2,430,050 816,760 16,169,870
1802, 12,541,675 | 2,939,730 762,710 16,244,115
1803. 10,078,655 | 3,243,595 748,920 14,971,170
1804. 11,763,035 | 4,504,415 730,225 17,066,675
1805. 11,319,370 | 4,509,034 933,970 16,762,374
1806. 11,491,765 | 4.255,130 685,495 16,432,380
1807. 11,205,215 | 4,062,770 077,965 16,085,950
1808. 12,264,170 3,987,720 667,385 10,919,275
1809. 12,881,095 | 4,442,500 782,200 18,105,855
1810. 14,627,680 | 5,990,695 834,555 19,452,930
1311, 13,522,210 7,200,700 1,040,470 21,781,380
1812, 15,238,425 7,504,605 1,048,680 | 23,881,710
1813. 14,096,635 7,712,185 077,335 23,686,105
}gig. 12,2;;,838 8,3é3,380 1,089,340 22,517,558
5. 16,522,53 9,065.890 1,215,100 26,803,52

1816. April 10,096,950 | 9,135,000 | 1,362,410 | 26,594,360

Notwithstanding the embarrassments to which the
Bank of England has been occasionally exposed from
the fluctuations of commerce, and from the effects of
political alarms, the amount of its capital, and the ex-
tent of its transactions, have been gradually increas-
ing, and the wealth which it has now accumulated is

greater, perhaps, than was ever before engrossed by
any other trading corporation. Previous to the
year 1797, the state of its affairs was not generally
known to the public. But at that period its affairs
having been .submitted, in consequence of the sus-
pension of its cash payments, to the investigation of
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a Parliamentary Committee, it appeared that, besides

=~/ naying a dividend geserally of from 5% to 7 per

Business
transacted
by the Bank
tor Govern-
meal.

cent., it had accumulated a fund of undivided profits
amounting to L. 3,800,000. Since the year 1797,
its alfairs have been even in a more flourishing con-
dition than at any former period. Its circulation has
been mereased from L, 11,000,000 to L.27,000,000:;
its transactions have been extended, and its profits
have been auginented in proportion ; while the law
releasing it from the obligation of paying in specie,
by rendering 1t unnecessary to keep in reserve so
large a stock of cash, has tended greatly to increase
its command of active and productive capital. It
has been already stated that the Bank, besides trans-
acting the ordinary business of discounting mer-
cantile bills, 1s also employed as a great engine
of State,—rcceiving and paying the interest due to
the public creditors,—circulating exchequer bills,—
accommodating Governmentwith immediate advances
on the credit of distant funds, and assisting generally
in all the great operations of finance. In its capa-
city of public banker to the State, the Bank has an
allowance for the management of the national debt;
it has an allowance of L. 800 per million on the
whole amount of cvery joan of which it receives the
payment; upon cvery lottery contract, it is allowed
L.1000; and, lastly, it has the use of all the public
moncy committed to its charge, besides several other
allowances of less importance. The sum paid for
the management of the public debt has varied ac-
cording to circumstances. In the year 1726, under
the economical administration of Sir Robert Wal-
pole, L. 360 per millton was paid to the Bank on
this account ; the allowance was afterwards increased
to L.502, 10s. per million. But, in the year 1786,
when‘the public debt amounted to 1.224,000,000, it
was reduced to L.-£50 per million, at which rate it
continued till the yecar 1807, when, in consequence
of the vast increase of the public debts, it was still
farther reduced to L. 310 per million, on the first
L. 600,000,000 of debt, and to L. 300 per million on
the excess beyond L. 600,000,000; at which rate it
still continues.

In the course of the two Iast wars, the busi-
ness transacted by the Government at the Bank
has increased far beyond its former extent. The
debts of the country, on the management of which
the Bank reccives a commission, have risen from
L. 22£,000,000 to about L.830,000,000. In the ycar
1794, the sum paid to the Bank for the management
of the public debt, and for receiving the contributions
on loans and lotteries, amounted to L. 90,803; while,
for the year ending 5th April 1815, the sum paid
tor the same scrvice amounted to L. 281,568, being
an mcrease of L. 181,765. During the same period,
the public deposits of cash at the Bank, in conse-
quence of the increased pecuniary transactions of

L T W
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Government, have been accumulating in a similar Baniing.
propertion. In the year 1792, these deposits could ‘™=’
not have amounted to L.4,000,000. Since that time
they have been rapidly increasing; and from the
year 1800, the average amount may be stated at be-
tween L. 11,000,000 and L. 2,000,000, on which the
Bank have been receiving interest at the rate of 5 per
cent. As a compensation for the use of this money,
the Bank, as has been already stated, lent to Govern-
ment L. 3,000,000, at an interest of 3 per cent., and
afterwards an additional L..5,000,000 without interest.
The gain of the public on these transactions being
deducted from the annual interest on L. 11,000,000
of the public money, the profit of the Bank on this
branch of its business will be found to have amount-
ed, since the year 1800, to nearly L. 382,000 per an-
num. From all these different causes, therefore, weoa ac.
from the increased circulation of its notes, and from eumulated
the vast accumulation of public business, the pro- by the
fits of the. Bank appear to have been prodigiously Bank.
augmented in the course of the late war, so that its
average dividend, including the bonusfromtime to time
added to it, will be found to amount, from the year
1797, to nearly 10 per cent. ; and it is calculated be-
sides, on data which admit of no considerable er-
ror, that the sum of undivided profit must, in the
meantime, have increased to the enormous amount of
L. 13,000,000.* Out of this fund the Bank has ad-
vanced tg Government, for the year 1516, a loan of
L. 6,000,000 ; and at a court of proprietors, held in
May 1816, it was resolved to make an addition to
the capital of the Bank of L. 2,910,600, the effect
of which is to raise the capital of each proprietor of
L. 100 of stock, producing at present L. 10 per an-
num, to L. 125, and to increase his income propor-
tiona]]_}', 7. ¢. to L. 12, 10s. per annunt. The great Advantages
profit realized by the Bank since the suspension of resulting
its cash payments, has produced a corresponding rise ffﬂ‘,‘ the use
in the value of its stock. Throughout the year 1797, gla,z:p:g -
the average price of Bank stock was about L. 125 Specie.
per cent.  Since this period it has been gradually
mmproving in value, and its market price now amounts
to about L.262 per cent. The original capital of the
Bank has thus acquired, since the year 1797, when
the act passed releasing it from its obligation of pay-
ing in specie, ar additional value equal to nearly
1..16,000,000; which, added to the estimated increase
in the sum of its undivided profit, amounting, ac-
cording to Mr Ricardo’s calculation, to L. 9,599,359,
makes a sum of I..25,599,359, the actual improved
value of the Bank capital durmg the last pineteen
years.

One great induccment to establish a bank for the
circulation of paper in place of specie is, that it pre-
vides a cheap instrument of exchange in place of a
more expensive one, and from the obvious advantage
of such an operation, both to the ndividual and to

* This view of the affairs of the Bank, since the year 1797, is founded on the statements cqutaiiled i_n the
work of Mr Ricardo. He seems to have made his calculations on grounds sufficiently certain, and his ca-

pacity for diligent research leaves little room to question his accuracy. The amount of the surplus capiial
accumulated by the Bank in 1707, which is the foundation of all the subsequent c_onclusmns, 15 ascertalngd
from the account of its affairs laid before Parliament, at the time of the suspension of cash payments m

1797.  See Ricardo’s Proposals for a Secure and Lconoancal Currency, Appendixy, No. Y. p. 103,
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Banking. the community, paper, after it is once introduced, distant places, and in issuing their notes, for the ac- Banking.
=~ is gradually found to limit, and at last cntircly to  commodation of trade, by discounting mercantile
supersede, the use of specic in the circulation of & bills; and the arrangements which they adopt for
country. Such has been the progress of paperin  this purpose are eminently calculated to promote the
the currency of Britain. Specie 1s now entirely ex-  dispatch of business, and the economy of cash.
cluded from circulation; all that portion of our We have already, in part, explained in what man- System of
currency which formerly consisted of the precious ner the establishment of accredited banks tends to Banking i
metals has either been cxported, or is stored up by  simplify the cash transactions of distant parts, and it Biitain,
the bankers, by whom it 1s kept i reserve, to an-  is obvious that a community abounding in bankers
swer occasional demands, The establishment of one  of established character and credit, whose promis-
great bank in the capital of the country would faci-  sory-notes and bills of exchange circulate, to the ex-
litate the introduction into other parts of similar  clusion of specie, must possess ample means for car-
establishments, on a smaller scale.  Such a bank 15 rying into effect all the refinements of money-deal-
naturally a general reservoir of specie for the whole ing, In Great Dritain, accordingly, the general
kingdom. Its transactions are of so much greater progress of trade and manufactures—the known
an extent than those of any other establishiment of  wealth of banking establishments—the security de-
the same kind, that all the specie which it could rived from the long continuance of domestic peace—
collect at home would be insuthcient to supply its  the high state of commercial confidence—the facili-
wants. When its coffers are exhausted, therctore, ties of communication, joined to other advantages
they must be replenished from abroad. Bullion must  peculiar to such an advanced state of society, have
be purchased in the great market of the civilized  brought the system to perfection. By means of bills
world, and the supply thus imported is gradually  of exchange, circulated among the different bankers,
distributed, in the gencral course of circulation and  remittances are made to the most distant parts with
commerce, among the lesser banks, The wants of  the most perfect security, and at an inconsiderable
those smaller establishments can always be supplied, expence. The respective debts and credits of the
to any extent, from the store of specie collected in  great commercial towns,. in place of being settled in
the great bank; for they have only to convert a detail, or by remittances in specie, are, by the agen-
certain portion of their property into its promis- cy of the money-dealers, collected into one general
sory-notes, in order to procurc the supply necessary  account, which is brought to a comimon balance, and
to replenish their exhausted coffers. m this way the most extensive transactions may be
Country Since the establishment of the Bank of England, settled with a comparatively small quantity of specie.
Banks 1o banks on a smaller scale have accordingly been be-  If we suppose, for example, one of the two trading
Brilain, gun in almost all the provincial towns of Great Bri-  towns of Glasgow and Manchester to export, to the
tain. They seem to have increased with great rapi-  other, goods to the amount of 1.2,000,000 annually,
dity in the course of that short mterval of prosperity  and to receive a return to the value of L.1,400,000,
and peace which followed the Amertcan war. Du- those transactions being, through the medium of the
ring this period, all the great branches of national  bankers, brought into one general account, there re-
industry were extremely flourishing—the capital of mains only an undischarged balance of L.100,000.
the country was daily augmenting—the principle of But the tendency of the system being to make the
mercantile confidence, the natural effect of such a  whole complicated transactions of an extensive coun-
state of things, was in full vigour,—and spirited indi-  try centre in one common account, it may not be
viduals, In every quarter, taking advantage of these necessary, even for this balance of 1..100,000, to
favourable circumstances, proceeded to establish  send a remittance of specie, sceing that it may be
banks ; and having thus created a currency on the transferred, by a draft on some third piace, to a more
foundation of credit, the precious metals were no  gencral fund of debt and credit, where it may be fi-
longer required to carry on the circulation of the nally met and liquidated by opposite balances to the
countrv. According to an estimate made by Mr same amount. Thus, we may suppose the balance of
Thornton,* which is rather moderate than otherwise, L.100,000, due from Manchester to Glasgow, to be
the number of country banks in Great Britain a-  discharged by a draft on London. In this case, Lon-
mounted, in the year 1797, to 853. In 1799, they don comes in the place of Glasgow, as the creditor
had increased to 360, and, in 1800, to 386. About of Manchester, the transaction being substantially to
this period, they appear to have increased rapidly, transfer the debt to the general cash account of
for we find the number of licences granted in 1809, those two places. But Manchester, in consequence
for the issuc of promissory-notes in Great Britain, of a favourable balance of trade, may be the creditor
to have amounted to 735. In 1812, they amounted  of other towns, as well as the debtor; and London
to 878; and;in 1814 and 1815, toahout 1000. Of these, being credited with the money to be rececived, as it
there are in Lonuon, besides the Bank of England, was formerly charged with the moncy to be pad,
about 70 private banking-houses, and the remaining  all these insulated transactions are brought inte one
030 are dispersed throughout the kingdom. To tlie  general account, on which the balance is struck, and
management of these various money-dealers, the it is only for this last and final balance that cash
whole circulation of the country is committed. Their must be provided. In this highly artificial and cu-
business consists in settling the cash transactions of rious system, the wealthy and populous towns natu-
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& See Inquiry into the Nature and Effects of the Paper Credit of Great B. wain, p. 154
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Banking. rally draw, as to a common centre, all the cash trans-

oral tradition, or from the passing ard imperfect rc-  Bavkine.
>/ actions of the neighbourhood ; the insulated balan-

cords of the day, the scanty materials of . domestic ‘e

ces, arising on the commerce of the surrounding
country, are formed into new accounts by the money-
dealers of these towns, who, by a simple traosfer of
debt and credit in their books, bring them to a ge-
neral balance. This balance they afterwards carry to

a still more general account 5 and thus, at Jength, all

the scattered debts of the country are cellected into
one common account by the bankers of the metro-
polis, which is then brought to a final balance. The
metropolis, the centre of intercourse and trade, 1s
the centre, also, of this vast system of money-deal-
ing. Ilers, astoa point, all the cash transactions
of the country naturally converge, and here the ac-
count is finally closed by payments in cash.

In this manner, all the money-dealing of'this coun-
try, which cannot be transacted without remitting
specic, 1s transferred to London.  The payments of
London, originating in its own extended commerce,
and in its great wealth and population, are of them-
selves immense.  These are still further increased by
the payment of the interest on the national debt,
which is issued every quarter from the Bank of kEng-
land ; and London having also, in the course of the
late wars, grown up to be in some degree the come
mercial metropolis, both of America and of Lurope,
it has been found convenient to transfer the payment
of foreign bills to it from all parts. In consequence
of these extended transactions, London has its debtors
and creditors in every quarter of the kingdom.
It is the general centre of all mency-dealing, and
there being, on this account, a greater demand i the
country for money in London, than there is in Lon-
don for money in the country, bills on London are

. invariably sold in the moncy market of the country

for a premium, The currency of every other bank is
limited in its circulation within particular districts,
and cannot, therefore, be employed in transacting the
payments of distant places., But money in London
is a commodity in universal request, and bills for its
payment constitute a medium of exchange common
to the whole country.

All the various money-dealers who are dispersed

history. I'rom some inquiries on this subject, made by
a Committee of the Iouse of Commons in 1780, we
find, according to the evidence of several of the col-
lectors, that, hefore this period, the mede of remitting
the public revenue to the treasury waus both irregzu-
lar, cumbersome, and expensive.  In Scotland there
was no certain or regular annel of remitting to the
metropobs, and the remittances were not only very
uncertain as to the time, but the collectors, not being
always able to procure bills, were -frequently under
the necessity of remitting to the Receiver-General the
actual money which they had collected. In difier-
ent parts of England the same difficulties had, at a
forimer period, been experienced in the remitting of
the public revenue.  From about the year 1740, it
appears, that a premtum had been paid to those who
uudertook the charge of remitting the money, ol
trom 20s. to 2s. Od. per cent,  Lins premium, as the
country advanced in wealth and mdustry, was gra-
dually diminished, and zbout the year 1778, it was
entirely done away, the dates of the bills drawn oi
London being alsu at the smmue time shortened, In
1764, the coilector of the Wales district pmd 7s. pee
cent. tor bills on London, and mn 1774, a premiuna of
23, Od. per cent. was paid by the coliector of Dorset-
shire, for bills payable on London at 40 days date.
Liven so late as the year 1780, though the collectors
found no difficulty in the remitting of the public re-
venue, it was chiefly from merchants and manufac-
turers that they procured bills on the metropoiis,
Ouly a small part ot their remittances were made
through the medium, of the countrv banks, and
all cases sccurity was required for the whole sum re-
mitted. Since the general establislunent of banks,
and the consequent increase of commmercial confi-
dence, the largest sums are now remitted from the
remotest parts with the most perfect regulanity, and
without either premium or security; the only advan-
tage derived by the banker frem the transaction, be-
ing the use of the money for a certam number of
days, varying in proportion to the distance from
London.

throughout the kingdow, require to be provided with
a stock of this common currency in order to carry
on their business, and, for this purpose, they find it
necessary to establish a credit on the metropolis, on
which, for a suitable premium, drafts may be obtained

All those complicated payments of the country, Made of
which are transferred to London, are finally settied setling the
by the London bankers, with specie or with notes otf::; Pi o
the Bank of England, it being ti:e practice to use e Bunks

no other currency in the payments of vhe metmpolis -in Loucon,

from them at all times, By thus transferring the pay-
ments of the country, to be settled in one general ag-
count in the metropolis, both the expence and troubla
of making remittances between distant places hasbeen
greatly diminished. It would be interesting if we
could collect any exact account of the progressive
diminution which took place, in cansequence of this
improved system of banking, i the expence of ma-
naging the cash transactions of the country, But
unfortunately those instracttve facts which iflustrato
the progress and internal structure of society, though
of far more real importance than the accounts of wars
and battles, scldom attraet the same attention. On
this account, all traces of them are frequently lost
before their importance is discovered, and the future
inguirer finds hinself reduced either to clean {rom
VL. He PART T,

and in managing those extensive money-dealings, they
still act upon the principle of coliecting the msulated
transactions of individuals into one common account,
and this account is brought to a general balance, or
this purpose a clerk, it appears, 1s dispatched {rom
each banker, at an appointed hour m the afternoon,
apd a meeting of the whole having taken place m a
room provided for the purpase, cach clerk exchanges
the drafts on other bankers, received at lis own
house, for the drafts on his own house, received at the
houses of other bankers,  The balances of the seve-
ral bankers being then transfegred from one to ano-
ther, in a manner which it is tnnecessary to explain
i detail, the several accounts are finally wound up by
cach clerk nto one balance, and it 1s only for this
single balance that each banker has to provide specie

]



BANKIN G,

due increase in the circulation of bank-notes, as the Banking-,
excess would have been immediately returned in ex- o™

62
Baoking. or notes. By this contrivance, so great a saving of
T cash is effected, that though the daily transactions of

those bankers are calculated to amount to nearly
L. 5,000,000, about L. 220,000 of bank-notes 1s ge-
nerally found suflicient for the discharge of the seve-
ral balances due at the settlement of the account.

Other devices are also put in practice by thescactive -

and ingenious money-dealers, for economising the
use of cash. Many bankers are allowed to have a
general cash-account with the Bank of England, in
which, if they are careful to keep a supply of good
bills, they may always procure whatever cash they re-
quire on a day’s notice. For the same purpose also
of preventing any waste of the circulating medium,
accredited brokers are in the habit of hourly walking
Lombard Street, and of borrowing the superfluous
cash of one broker and lending it to another, for a
day, a week, or any longer period, to be repaid when
called for; and so nicely is the scale adjusted by
those various devices, that the most opulent houses
are frequently accommodated with a supply of cash
before three o'clock, to be repaid by a draft at the
ceneral balance of accounts, which takes place
the afternoon. *

The recent policy of the Bank of England has
also tended greatly to favour those economical con-
trivances of the inferior bankers,  The daily demand
made upon them by the Bank for the amount of bills
accepted and payable at their several houses, is of
course considerable, and was formerly made at an
carly hour, beforc the notes were issued for bills dis-
counted on the same day, and without any previous
notice to the bankers of the demands for which they
might be liable, and ot which they had no means of
judging. For some time past the Bank has adopted
a different practice, having notified the amount ot the
demand at an earhier hour, and taken payment at four
m the afternoon, receiving for part of the sum such
drafts or bills as the bankers may happen to hold in
place of bank-notes.

In consequence of all those contrivances, the cir-
culation of’ London is carried on with the smallest
possible quantity of currency which 15 consistent
with the regularity of its payments; and any sudden
reduction, therefore, in the amount of its circulating
cash, wounld ultimately lead to a state of general In-
solvency and suspension of confidence. Bills and
drafts from all quarters of the country being also
made payable in London, and accepted by the difter-
ent bankers, and a failure in any one of those pay-
ments being deemed an act of insolvency, it is evi-
dent that any general derangement of credit in Lon-
don must spread far and wide throughout the king-
dom. The punctuality of the London payments is
necessary to sustain and regulate the whole paper
credit of the country; and these payments being
made exclusively in Bank of England notes, the cir-
culation of those notes cannot, in any case, be mate-
rially reduced with safety to the community. Prior
to the restriction act, there was no risk of any un-

change for specie. But the Bank, being now released
from its obligation to pay m specie, and being thus
closed against any return of its superfluous notes, its
circulation may be increased at the discretion of its
directors ; and, in these very peculiar circumstances,
it 1s the opinion of Mr Thornton, 4+ that the true
policy of the Bank is generally to allow its circu-
lation to vibrate within certain limits; to resort,
when the temptation to borrow in the way of dis-
counts is too strong, to some effectual principle -of
restriction, but in no casc materially to reduce the
sum in circulation ; to afford a slow and cautious ex-
tension of it, as the general trade of the kingdom is
enlarged ; and to dllow of a temporary increase, even
beyond its usual limits, in a season of extraordinary
difficulty or alarm.

It is justly observed by Dr Smith, after he has ex- Disadvan-
plammed all the advantages of banking, that the coni- llagcs nci-
dent to a
Currency of
Paper.

merce and industry of a country cannot be so secure
when managed with paper money, as when managed
with a currency of gold and silver. * The gold and
silver money which circulates i any country,” he
observes, ‘ may very properly be compared to a
highway, which, while it circulates and carries to
market all the grass and corn of the country, pro-
duces itsclf not a single pile of either. The judi-
cious operations of banking, by providing, if I
may be allowed so violent a metaphor, a sort of
waggon-way through the air, enable the country
to convert, as it were, a great part of its high-
ways inio good pastures and corn-fields, and there-
by to increase very considerably the annual pro-
duce of its land and labour. The commerce and in-
dastry of the country, however, it must be acknowa
ledged, though they may be somewhat augmented,
cannot be altogether so secure, when they are thus,
as it were, suspended on the D:edalian wings of paper
money,aswhen they travel about upon the solid ground
of gold and silver. Over and above the accidents to
which they are exposed from the unskilfulness of the
conductors of this paper money, they are liable to
several others, from which no prudence or skill of
these conductors can guard them.” (Wealth of Na-
tions. Buchanan’s edit. Vol. I. p. 508.)

The necessary cffect of every system of paper cur-
rency 1s, to encourage the principle of commercial
credit. This 1s, indeed, the foundation on which it
is raised, and the more widely the circulation of pa-
per is extended, the more closely will the mercantile
community be knit tugether by tae artificial ties of
confidence and credit. Wherever there 1s trade,
there must no doubt be credit. But where banks
are generally established for the purpose of circulat-
Ing paper money, credit must be augmented tenfold,
seeing that, in such circumstances, no one can re-
ceive a payment without becoming a creditor, It is
an evil, therefore, inseparable from any system under
which a currency of the precious metals is supersed-

* Bonsanquet’s Observations on the Report of the Bullion Committee.
T Inquiry into the Nature and Effects of the Paper Credit of Great Brilain, p. 295
10
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Banking. ed by one purcly conventional, that while a useless

cie gradually centre in the metropolis, the bankers Bankiny.
o expence is thereby saved to the community, and

gencrally disposing of the property which they hold in “*™"

while its capital also acquires an increased degree of
activity, the trading part of society are brought into
such a state of genceral dependence, that every man
may be said, i sonie degree, to rest upon his neigh-
bour, and the wholc to rest upon the principle of confi-
dence in cach other. The banker’snotesobtain a gene-
ral circulation; no demand is made upon him for their
payment in cash, because the public believe that he
has property to pay them. The banker,in like manner,
discounts the merchunt’s bills, from an opinion of his
solvency, and the merchant, in giving credit, is guid-
ed by the same rule. Confidence, in short, is the
charm which holds the whole together, and while this
principle prevails, no evil will result from this com-
plicated system of credit.  Bank-notes will circulate
freely—there will be no great demand for specie—
and the merchant will always be enabled to convert
his bills into cash. 1In these circumstances, every
expedient will be adopted to spare the use both of
notes and of specic. The merchant will naturally
be anxious to reduce as low as possible the stock of
cash which he reserves for occasional demands: in
many cases he will trust to accident for providing
funds, such as to the sale of his goods, or to his cre-
dit with his banker ; winle the banker, who provides
a cheap instrument of exchange in place of a more
expensive one, and whose profit consists in lending it
on the same terms, has, in like manner, a strong
inducement to increase the circulation of his paper,
and, trusting to his credit, to diminish the specie re-
served for its payment. While the system is in this
manner strained to its utmost pitch, the merchants ma-
naging the commerce of the country with: the smallest
possible quantity of paper, and the bankers circulating
the paper with the smallest possible quantity of specie,
let us suppose, that from whatever cause, either from
the alarms of war, or from a succession of bank-
ruptcies, the principle of mercantile confidence be-
gins to faitl.  In this case, the former ties by which
merchants were connected with each other are now
broken ; the usual channels of circulation, by which a
small quantity of cash rapidly passing from one
hand to another, served for transacting the payments
of the community, are interrupted, and the money in
circulation is,1n consequence, found insufficient for the
punctuality of mercantile payments.
currency, however, in place of being increased, is
still further diminished ; the bankers, from the fears
natural to their situation, limiting the circulation of
their notes, and refusing to accommodate the mer-
chant, as before, by discounting his bills; and the
public, in their turn, discrediting the paper of the
banks. This general failure of confidence immediate-
ly produces alarming bankruptctes, many merchants
stopping payments, not from a want of property,
but from a want of cash; a run commences on the
banks for spccie, many of whom are, in consequence,
obliged to suspend their cash payments. The Bank
of Iingland being the great repository of gold in this
country, the demands of the country banks for spe-

il

The supply of

the public funds and other Government securities, and
demanding from the Bank of England specie for
whatever quantity of its notes they can collect. The
Directors of the Bank, astonished by this alarming
drain of thetr cash, naturally contract the circulatiou
of themr paper. But the transactions of the metro-
polis having been hitherto managed with the most
exact frugality, both of notes and specie, this sudden
diminution of its circulating cash must leave themoney-
dealers unprovided with funds necessary for their im-
mense payments, and must thusderange the wholeeco-
nomy of that complicated system which hasbeen raised
upon the frail foundations of contidence and credit.
The disorder arising in the metropolis, from a want of
cash, will soon extend itself to the remotest extre-
mitics of the kingdom. In the mutual dependence
created by credit and confidence, the failure of one
nierchant involves others in the same fate, bankrupt-
cies multiply in every quarter, and the alarm in-
creases with such rapidity, as to threaten a general

subversion of credit and confidence throughout the
country. *

In such a disordered state of the circulation, all Poliex to be
the inferior banks are naturally induced, from a pru- 2depled by

dent regard to their own safety, to limit the is

) f.!}u- Bank of
SUC O Ersland in

thetr notes, by which means the scarcity of cash is 4 dior.iered

increased, and the cvil greatly agaravated. But the siate of the

Bank of England cannot safely act on such a con. Ci-calaban,

tracted policy ; for it 1s evident, that the general dis-
credit of bank-notes is occasioned by the alarm pre-
vailing in the country, and that, while this alarm con-
tinues, the Bank may be drained of its specie by the
most Iimuted circulation of its notes, which will be
returned upon it as fast as they are issued. In al
such cases, therefore, the only safe course for the
bank to pursue, is rather to enlarge the circulation
of its notes, that the alarmn may be quieted, and that
the supply of currency may be perfectly adequate to
effcct the daily payments of London, of which the
punctual discharge is necessary to the solvencv of
the country at large. It is not to be wondered at,
however, if the Bank, while the nature of paper cir-
culation, and of the evils to which it is exposed, were
but imperfectly known, should not always have un-
derstood its true mterest, and should therefore have
hesitated to embrace a policy so unusual, and appa-

rently so hazardous. In the course of the vear 1793, Interrrp-
the country was agitated by a sudden and eeneral tion of Cre-
alarm. The scarcity of money was extreme, and @t 1795

paper was discredited, Numerous bankruptcies took
place, and there was a great demand among the
country banks far specie, which the Bank of Eng.-
land was as usual ultimately called upon to supply.
Embarrassed by the drain of its specie, the Directors
of the Bank refused to accommodate several great and
opulent country banks who applied for assistance,
and they were also unwilling to augment the issue of
their paper. Immediate and important failures en-
sued, and the mcreasing alarm and distress for money
m London, plainly shewed that the relief of tl:e

. gy S — -

* Buchanan’s edition of Smith's Fealth of Nations, additional volume, p. 99.
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Banking, country wns necessary to the solvency of the
NN metrapolis. It did not appear, that, at this period,
the notes issued by the Bank of England were fewer
than usual, but, owing to the failure of confidence.
amonyg mercantile men, they circulated more slowly,
and they became in this manner inadequate to trans-
act the immense payments of London, with the same
recularity as before,
The Bank of Englaud, not deeming 1t expedient to
enlarge the issue of its paper, a remedy of exactly
the same nature was administered by Parliament. A
loan of Exchequer bills, to the amount, if required,
of L. 5,000,000, was directed to be made to as many
merchants, giving proper security, as should apply.
Such were the salutary effects of this measure, that
the very expectation of a seasonable supply of what
could be immediately converted into cash, diftused a
general feeling of confidence; the punctuality of
the London payments was restored, and the credit
of the country began to recover, Of the sum pro-
posed to be granted by Parliament, applications were
made for L. 3,855,624, some of which being either re-
jected or withdrawn, the actual sumissued from the
Lxchequer amounted to L. 2,202,000, which was
punctually repaid without either apparent difficulty or
distress. The effect of this measure was to supply the
community with a temporary currency, in place of
that which had fallen mnto discredit, or which had
been withdrawn from circuiation by the caution of
the banks; and its advantages were evinced by the
speedy restoration of mercantile confidence, and by
the increased facility of raising money, which was
previously felt both in the metropolis and in the
country at large. *
Tnterrup- This state of confidence continued, with little in-
tion of Cre- terruption, until the year 1795. At this period, the
dit in 1757, Bank, in consequence of the large advances which it
d:lj:nsnltl?_}::.:l had made to Government, was under the necessity
Payments ~ of retrenching the sum usually allotted for the dis-
by the Bauk count of mercantile bills. A scarcity of cash was
of Englant. soon felt among the merchants and money-dealers of
the metropolis, and the threatened invasion of the
country, during the year 1796, concurred to spread
a general alarm, which naturally gave rise to the dis-
credit of bank-notes, and to a demand for specie.
About this period, several banks in the north of Eng-
land were under the necessity of suspending their cash
payments, and the alarm of these failures soon reach-
ing the mctropolis, the Bank of England was sub-

cumstances, therefore, namely, the alarm in the count- Banking,
try-——thediscredit of country bank-notes—the pressing @\~

demands of those banks for specie, all centering in the
metropolis,—and, lastly, the undue restriction of its
1ssues by the Bank, such a scarcity of cash was pro-
duced in London, and such an alarm followed, that
the run upon the Bank of England for specie, so far
from abating, continued to increasc with an alarm-

ing rapidity.  In these circumstances, the Dircctors

communicated to the Chancellor of the Ixchequer
an account of the precise reduction which had taken
place in the amount of their cash, the consequence
of which was, that an Order in Council was at length
1ssued, on Sunday the 20th Iebruary, restraining
the Bank from all further payments in specie. An
act of Parliament was soon after passed, confirming
the restriction on the cash payments of the Bank ;
and this principle has been since continued, by suc-
cessive acts of Parliament. By the last act, passed
in April 1810, 1t 1s continued for two years from
that date.

An event so unlooked-for and unprecedented as a
stoppage of payments by the Bank of England, pro-
duced, at first, a general feeling of astonishment and
alarm ; and as the executive government had inter-
fered, on its own discretion, to suspend the obliga.
tions of the Bank to its creditors, it was necessary
that the sanction of the Legislature should be obtaina
ed for this cxtraordinary exercise of power. The
whole matter being therefore referred to the consi-
deration of Parliament, long and anxious discussions
took place, on the causes which had given rise to
this great convulsion in the mercantile world, and
on the policy to be pursued, In a state of things so
wholly unexpected. Parliamentary committees were
appointed, with power to examine the oflicers of the
Bank, both as to the general state of its affairs, and
as to the circumstances which led to its present em-
barrassments ; and by the labour of these commuttees,
joined to the able publications of individuals on the
subject, such a precise and accurate account has
been collected respecting all the facts of this extra-
ordinary case, that it has not only been made clear
In itself, but a new and steady light has been thrown,
by the information disclosed, on the general princi-
ples of paper currency, We shall briefly consider,
on these general principles, to what causes this me-
morable suspension of cash payments by the Bank of
England was chiefly owing..

jected, about the beginning of the year 1797, to an It is obvious, from the very nature of banking, Dangers to
alarming drain of specie, partly to supply the de- that the stock of specie reserved by a bank for the which
mand of the country banks, and partly from the re-  payment of such demands as may be made upon it, Banks of

turn of its own discredited notes. In order to check Circnlation
this increasing pressure, the Bank diminished the
circulation of its notes, which having, for several
ycars before, amounted to nearly L.11,000,000, and
having been reduced, for some time, to between
L..9,000,000and L..10,000,000, were, at this particular
period, brought down to between L.8,000,000 and
1..9,000,000. From a combination of all these cir-

* Leport of the Commussioners to the House of

cannot bear any proportion to thie amount of its
notes in circulation ; and that, 1f a certain proportion .4,
of these notes should at any time be suddenly return-
ed for payment, a suspension of its cash payments
must be the inevitable consequence. This is an evil
inherent in the very nature of paper currency,
against which no caution can duly provide, since the

proﬁt of the banker is ¢xactly in proportion to the

Commons. Thornton On Paper Credit, p. 51.

Buchanan’s edition of Smith’s IWealth of Nations, additional volume, p. 102. Edinburgh Review, Vol. IX
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ture abroad, may undoubtedly be exposed to an in- Baukine.
convenient drain of its specic, it seems scarcely pos- ‘=~

Banking. eXcess of his circulating paper over the specie reser-
o ~w ved for 1ts puyment.

A bank, and more especially a national bank, may
be subjected to demands for specie from either of
the two following causes : 1st, From an unfavourable
balance of trade ; or, 2dly, From domestic alarm.

I. When the imports of a nation exceed its ex-
ports, a balance of debt will remain due to foreign
countries ; and in the country which owes the ba-
lance there will be a greater demand for money
abroad than for money at home. If the unfa-
vourable balance of trade continues, the demand
for money abroad, with which the balance may be
discharged, will increase, and foreign money, or bills
on foreign bankers, will be sold for a premium. In
this case, there arises a temptation to export the
coin of the country, which, from the state of trade,
has become more valuable abroad than at home ; and
where a nationgal bank is established, whose notes
are convertible into cash at the will of the helder, it
may undoubtedly be exposed, by an unfavourable
balance of trade, to demands for specie {o a consi-
derable amount. But, in the nature of things, the
drain of spccie from this cause must be slow and
gradual, and where a bank has ample funds where-
with to purchase specie, it can hardly ever, in this
case, be driven to the exceptionable measure of sus-
pending its cash payments. The Bank of England
has frequently been exposed, from this or from simi-
lar causes, to a regular drain of - its specie; but its
credit was in no danger from those demands, because
its coffers could always be replenished as fust as they
were exhausted,  Prior to the great recoinage, In
1774, the gold currency of this country was in a
very debased state; the market price of gold rose,
in consequence, above its mint price; and the value
of bank-notes was lowered to the standard of the
debased coin, for which they were currently inter-
changed. In these circumstances, it was a profit-
able transaction to procure bank-notes for their no-
minal price in light and worn guineas, and to return
them upon the Bank for the same nominal price in
gumneas of their standard weight, which last were
melted down and sold for bank-notes at the market
price of bullion; and these notes were immediately
returned upon the Bank in exchange for a new sup-
ply of standard guineas, to be again melted and sold.
In consequence of this state of the currency, the
Bank of Lngland was subjected to a constant and
regular dram of its specie, and to a very great un-
nual expence in replacing the guineas of which it
was drained. But there was no risk that this drain,
however expeasive and troublesome, would ever lead
to a suspension of its cash payments, because 1t was
regular and gradual, and subject to calculation ; so
that, as long as the Baak had wherewithal to pur-
chase gumeas, they could always be provided n suf-
ficient quantity to answer the demand.

In like manner, though a public bank, from an un-
favourable balance of trade, or from a great expendi-

T —— el - il il

sible that this drain can be so rapid as to endanger
its credit. It is not in the nature of trade to pro-
duce any such sudden and unexpected crisis. The
operations of trade always leave time for some pre-
vious arrangeinent, and they have generally some
respect also to the convenience of all the parties
concerned. It is well known, for example, that in
the case of a heavy accumulation of foreign debt, from
whatever cause, the balance is more frequently dis-
charged by an exportation of goods than of specie.
The eftect of foreign debt is to depress the exchange;
an unfavourable exchange, cr, in other words, the
high price of money abroad, operates as an indace-
ment to export goods; the exporter, besides his
usual profit, gaining an additional profit equal to the
difierence of the exchange. It wili always be ob-
served, therefore, that a great foreign expenditure i3
very soon followed by a large exportation of goods,
and though speccie may be partly remitted for its dis-
charge, the produce of the country is found to an-
swer the purpose equally well. From the year 1793
to 1797, the foreign exportation of this country on
the Continent of Lurope and to the West Indies,
amounted to L.33,510,770;* and in conseqguence
of these heavy expences abroad, the Bauk was sub-
jected to demands for specic to a considerable
amount. But though the Directors of' the Bank, in
their correspondence with the Governwment, coum-
plan heavily of the loss of specie which the Bauk
had experienced, and though, in February 1796,
they even go the length of formally recording it as
their opinion, that any farther advunce to the Em-
peror of Germany, or any foreign state, would be
fatal to the Bank,t this opinion seems evidently
to have been the result of undue apprehension, and
to heve been expressed strongly for the purpese of
deterring the Chancellor of the Exchequer from per-
severing in his system of lavish advances to forvign
powers, the effect of which, they justly conceived,
would be injurious to the Dauk, by subjecting it to a

farther and very inconvenient drain of its specie. DBut

since, inthe course of the three several years of 1794,
1795, and 1790, the foreign expenditure of the coun-
try amounted to something more than L. 8,000,000,
1..11,000,000, and 1.10,000,000, without injuring
the credit of the Bank, it can hardly be believed
that an additional expenditure of L. 5,000,000, or
even L. 4,000,000, could have given such a sudden
shock to its credit, as to have occasioned the sus-
pension of its cash payments. Nor do the Directors,
although they express gencrally their uncasiness at
the drain of their specie, ever seem to have conten:-
plated such s catastrophe. On the contrary, the
Governor and Deputy-governor, when examined be-
fore the Secret Committee of the House of Lords,
state that they di ™ not apprehend imminent danger
previous to the 21st February 1797.1  Yrom all
these circumstances, therctore, it appears that the

* Report of the Lords® Committee of Secrecy, Appendix, p. 107.
+ Copy of a Resolution of the Court of Diurectors of the Bank of England, 11th February 1790. _Se¢e

Beport of the Lords Commuttce of Secrecy, p. 80

T Report of the Lords Commuttee of Secrecy, Minules of Evidence, p. 11.
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Banking. drain of specie to which the Bank was subjected in

it was exposed for more than two years to the drain Banking.
. consequence of the areat f'oreagn expendlture of the

of specic occasioned by foreign expenditure, with- ™"’

country previous to the year 1797, or In consequence
of anv unfavourable balance ot trade, though con-
stant,' was confined within certain limits; that provi-
sion could have been made for it ; and that, though 1t
imposad on the Bank a certain annual expence, yet,
with due exertion to procurc the necessary supplies
of specie, it could never have been fatal to the cre-
dit of so great an establishment.

9, The drain of specie to which a great national
bank may be subjected from the prevalence ot a ge-
neral alarm, is in all respects different from that
which may be produced by a great foreign expend:-
ture, or by the fluctuations of trade. The 1mpulse
given by panic is, in its very nature, sudden and in-
stantaneous. It generally terminates also, and that
speedily, in some violent crisis. If we suppose, there-
fore, that a bank, which circulates its notes exten-
sively, suddenly falls into discredut, that from some un-
known cause, a sudden suspicion ol its solvency scizes
all the holders of its notes, it is obvious that all these
persons, under the violent inrpulse of their fears, will
rush at once to the bank with notes in exchange for
specie ; and it is equally certain, that whatever funds
a bank may ultimately possess, its stock of specie
must be speedily exhausted by such a sudden inun-
dation of its discredited notes. In this case its cash
payments must be suspended for a time, urtil the
alarm of its creditors be dissipated by a full disclo-
sure of its affairs. Such being the fatal operation
of domestic alarm on the credit of a bank, it can
scarcely be doubted that this was the immediate
cause of the catastrophe which befel the Bank of
England in 1797 ; more especially, as we find that

out any injury to 1ts credit, while one single weck
or little more of domestic alarm, terminated in a
suspension of its cash payments. On Tuesday the
21st February, the Directors of the Bank were so
alarmed by the increasing demand for specie, that
they communicated to the Chancellor of the Iix
chequer the precise reduction which had taken place
In the amount of their cash. In the course of the
preceding week, the drain of guineas had been con-
siderable ; but after Tuesday the 21st, it continued
increasing with the most alarming rapidity, insomuch

that, according to the evidence of the Directors, the

demand for specie, ori the two last days of the week,
exceeded that of the four preceding days, This is
the great and conclusive fact, which points at once
to the cause of the ruin which was impending over
the Bank. It was not so much the actual loss of
specte which excited apprehension, its cash having
been lower both during the American war and in the
year 1782 ; but the unparalleled rapidity with which
the drain increased, was the alarming circumstance
which dsfied all precautions, and which finally render-
ed the suspension of cash payments by the Bank au
act of overruling necessity, Its stock of specie had
no doubt been previously reduced by the demand
arising from an unfavourable balance of trade, and
this would naturally tend to bring matters more
speedily to a crisis. But however well replenished
the Bank might have been with specie, the demand
was increasing at such an accelerated rate, that, in
the course of a few days more, it would have been
quite sufficient, without the help of any other cause,
to have drained 1t of its last guinea. *

e -
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* That the embarrassments of the Bank were occasioned by the demand at home is plain, from the fol-
lowing evidence of Mr Giles and Mr Raikes, before the Lords’ Committee of Secrecy:—

Mr Giles was examined as follows (—

““ Has the Bank of England lately experienced an unusual drain of cash ?—Most certainly.

‘“ Are you able to ascertain how far this drain was wholly, or in part, occasioned by demands for cash
from different parts of the country 2—It was owing, in great part, to demands from the country : indirectly
from the country, but directly from the bankers in London (who are to supply the country) upon us.

““ Whether, by the effects of this drain, the balance of cash remaining in your hands has been reduced
considerably below the amount at which it has usually been maintained?—"The cash of the Bank has, of late,
been considerably reduced. I have known it a great deal lower ; but, on this occasion, the demands have
been unparalleledly rapid; they have, of late, been progressively increasing, but, in the last weck, pavti-
cularly so; and we had every reason to apprehend that these demands would continue, and even increase.

“ Whether such reduction had been continuing in an increased proportion to the balance remaining in
your hands up to the date of the minute of Council transmitted to you ?—We have gencrally answered this
quéstion in our preceding answer ; but, we beg leave to add, that the demands have been progressively in-
creasing in the course of the last week, and in the last two days excecded the demands of the four preced-
ing days.”

¥r Giles and Mr Ratkes were examined as follows :—

¢ Do you think the restriction made by the order of Council of the 26th of February was necessary 2=
Certainly.

‘“ Do you consider 1t as necessary to the interest of the Bank ?—The rapid drains we had upon the
Bank, and the continuance of them, made us think it advisable to communicate to his Majesty’s Ministers
the situation of the Bank, that they might, in their wisdom, use such means as they might think expe-
dient,

““ When was that communication made to the Chancellor of the Exchequer ?—We think the first was on
Tuesday the 21st of February; the drains not only continued but increased, and so rapidly the last day or

two, that we communicated it to the Chancellor of the Exchequer on Saturday, and had the honour to meet
his Majesty's Ministers on the Sunday, |
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The act restricting the Bank of England from

o ~==/ naying its notes in specie, or ratherthe act by which
Reasons 107 3¢ ghyained this privilege, was, when it was first pass-

contnings

the Suspen-

ed, justified by the nccessity of the case, The alarm

Jon of Cash Was so genceral, that no other expedient remained to

Payments

save the credit of the Bank. DBut all sudden and

by lhe Bark yislent alarms are in their own nature of short dura-

of England

considered.

tion ; and when the Parliamentary inquiry, which
was commenced into the affairs of the Bank, disclos-
ed in its favour a large balance of’ accumulated pro-
fits, all suspicton of its solvency, and all farther alarm,
was immediately done away. In these circumstan-
ces, the privilege of refusing specie for its notes be-
ing still continued to the Bank, it was necessary to
justify this procceding on different grounds from
those urged i favour of the original measure; and
with this view, Mr Thornton, the great advocate of
the Bank, insists, that, to have enforced the resump-
tion of cash payments, after they were once suspend-
cd, at any subsequent period of the last war, would
have endangered the credit of the Bank as much as
when the first restriction act was passed ;—that, after
the conclusion of peace, the country was embarrassed
by an unfavourable balance of trade, proceeding
chiefly from the nccessity of making large importa-

tions of corn, in order to supply the deficiencies of

two successively bad crops,—that the Bank must, in
consequence, have been exposed to a continual drain
of its specie,—and that the restriction on its cash
payments was, therefore, still necessary, as a securi-
ty agamst this danger.
Y 3
We have already endeavourea to show, that the

drain of specie to which an unfavourable balance of
l

trade may subject the Bank, can never he such as to
endanger its credit, because, in such cases, the de-
mand Is neither <o rapid nor so considerable as to
preclude the Bank from providing the necessary sup-
ply of gold. Where trade 1s in such a state, indeed,
the Bank will be exposed to a considerable annual
expence in procuring specie. The punctual and ho-
nourable discharge of its obligations to the public
will frequently be found to be both mconvenient and
expensive, and its Directors will naturally be desirous
to be free from that which increases responsibility,
and dimimshes profit.  But, unless in the case of a
gencral alarm, and discredit of bank-notes, it does
not scem that a suspension of cash payments can
ever be necessary to the safety of a bank. It de-
serves to be considered also, that an unfavourable
balance of trade, accompanied by an unfavourable

exchange, 1s in its own nature of short duration. It

is an evil which tends to redress itself; a large im-
portation of goods, necessarily leading to an exporta-
tion in the same proportion. But, although 1t is not

consistent with the plan of the presenmt article to en-
ter fully into the subject, for the consideration of
which at greater length other opportunities will oc-

e
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cur, we may observe, that the foreign exchanges of a Banking.
country may be influenced by the state of its currency ™

at home, as well as by an unfavourable balance on its
foreign trade ; and as it is of the first importance to
mark thedistinctionbetweenanunfavourable exchange
proceeding from the state of trade, and an unfavour-
able exchange procecding from the state of the curren-
cy, since the least want of accuracy in this essential
point must throw the whole subject into confusion, it
is material to remark, that the unfavourable state of
the exchange, and the demands for specie to which
the Bank was in consequence exposed, which are
urged by Mr Thornton as reasons for continuing the
restriction on cash payments, have always been as-
cribed by those who deny the necessity of that re-
striction, not to the state of trade, but to the depre-
ciation of the paper, in consequence of that over-
1ssue which they maintain to have taken place very
soon after the Bank was released from its obliga-
tion of paving in specie. Mr Thornton insists, *
that if the Bank had been opened to demands
for specie, it might, in consequence of the unfa-
vourable state of the exchange, have been ex-
hausted of its cash ; and that, to guard against this,
it was still necessary to continue the suspension of
its cash payments. According to the opposite hy-
pothesis, it 1s maintained, that the state of the ex-
change, to which Mr Thornton refers, was connect-
ed not with the state of the trade, but with the state
of the currency,—that the Bank being now closed
against any return of its notes, had issued them in
excess,—that having, n consequence, fallen in value,
it became profitable to return them upon the Bank
for specie,—that the demand for specie, of which
the advocutes of the Bank complain, was in reality
produced by the depreciation of its own notes,—and
that the rcasons, therefore, assigned by Mr Thornton
for the continuance of the restriction, rather prove
the necessity of reinforcing on the Bank the obliga-
tion of paying in cash, by which means its currency
being restored to the value from which it had fallen,
the demand for specie would have ceased ; and Bank-
notes and specie would have been demanded indiscri-
mmately. The one would have answered all the
purposes of the other, and the business of the
country would have been transacted, as before,
with a mixed currency of paper and of gold. It
1s not to be supposed, indeed, that there were no
such occurrences in the history of the country, pre-
vious to the year 1797, as unfavourable balances of
trade, large importations of corn, in consequence of
scarcity, and heavy foreign expenditure, in conse-
quence of war. 'The Bank, from the time of its first
establishment, has had to encounter all the fluctua-
tions incident to peace or war. It has also been ex-
posed to drains of specie from unfavourable balances
of trade, as well as from the debased state of the

P, - — —— . S — ——

“ Were not the drains from Tuesday the 21st of Iebruary to the Saturday inclusive, much greater and

more rapid than they had been in the whole of the preceding week ?—Certainly ; they were unexampled.

“ IDud you apprechend imminent danger previous to Tuesday the 21st 2—We cannot say we did.
‘“ When did you first apprehend imminent danger 2—We cannot say we apprchended any imminent dan-

ger, but from the fears of the drains continuing. Not wishing to risk the drains continuing, we submitted
it to the Chancellor of the Exchequer.”—Report of the Lords’ Committee of Secrecy. Minutes, March 1797,

* Inquiry into the Nature and Effects of the Paper Credit of Britain, p: 113.
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Bauking, currency but it was not until the year 1797, that
= s Directors, as security against those inconve-

Bk of
EH_LH:!]

Noutes made
vgal tender,

CIIJI tf.‘l‘f‘tl
Barks of
acotlaned.

ntences, bethought t]wrlﬂehm of the singular ex-
pedient of dxu‘lmmm*w their own notes.  In form-
er periods too, the credit of the Bank was nearly
subverted by domestic alarm. A case of this na-
ture occurred in the reren of Queen \nne, when,
from the apprehension of a French invasion, the
Bank was assailed by an alarming demand for specie.
The alarm, however, as 15 usual 1n all such cases,
soon passing away, the credit of the Bank was c-ntue-
ly re-established, and payments in upume were of
course continued during the remainder of the war,
The Directors dild not venture vpon the bold step
of making a temporary alarm a pretext ior the per-
manent suspension of thew cash payments,  They
reserved this extreme remedy for extreme cases, not
thinking it applicable to those ordinary casualties
to which all bauks are necessarily exposed.

At the time when the Bank of England suspend-
ed its cash pavments, a law was p'lqsed protecting a
debtor who oflered its notes in payment against ar-
rest, though his creditor, by a common action of debt,
might still recover payment in gumeas, the legal cur-
roncy of the country. In 1810, when guineas be-
gan to be currently sold for 25s. and 26s. m paper,
a law was passed prohibiting this traffic, and impos-
ing severe penaities on those who should exchange
bank-notcs for less than their nominal value in gold,
Tenants, who offered payment of their rents in bank-
notes, were at the same time protected against dis-
tress, though they were still liable to a common ac-
tion of debt or of ejectment, In 1811, in conse-
quence of a great landed proprictor announcing that
he would exact payment of his rents in guineas, an
act was passed, protecting a debtor who offered Bank
of Lngland notes in payment of his debt against all
farther proceedings. The paper of the Bank of
LEngland became, in this manner, legal tender for ail
existing debts, however depreciated i1t might be 1n
1t value, and the Jaw cnnfemng upon it tlns import-
ant privilege still continues in force.

In Scotland, banking has been generally carried on
with great prudence and success. There are at pre-
sent, in the metropolis of Scotland, three banks incor-
porated by charter, namely, the Bank of Scotland,
establishert by act of Parliament in 1695 ; the Royal
Dank, established by royal charter in 1727 ; and the
British Linen Company, originally incorporated in
1716, with a capital of 1..100,000, for the encourage-
ment of the linen manufacture, but afterwards con-
verted into a bank, for the issue of promissory-notes,
and the discounting of bills. Those different banks,
besides their annual dividends, have been accumu-
lating a fund of undivided profit, which they have,
from time to time, been adding to their original ca-
pital. The Bank of Scotland and the Rc-yal Bank,
have each a capital of L.1,000,000, with an additional
1..500,000 subscribed for, but which has never been
called up. The capital of the British Linen Company
was Jately increased from L.200,000 to 1. 500,000.

Of the country banks in Scotland, it may be re-
marked, that in most cascs they have been cestablish-
ed on the security of ample fupds; and having con.

ducted their affairs with prudence, they have pe- Banking.
nerally increased their original capital, and on this “"=

account have acquired a great degree of respecta-
bility and credit. It is a well known fact, that
among the Scotch banks farlures have been much
less lrequunt than among the country banks in Ing-
land. -

In no country, perhaps, has banking been carried Pﬂ'l""- f;f'
1'e Lk,

to such an injurious excess as of late years it has
been in [reland.  The national Bank of Ircland was
established n 1783, with an original capital of
L.600,000, raised b) subscription, which was lent to
government at an interest of 4 per cent. It was
plﬂced under the management of a governor, deputy-
governor,and fifteen directors ; eight of whon, includ-
ing the governor and dc[)uty-govurnor, were to form
a comrt of directors, for managing the concerns of
the Bank. They were eligible every year, and it
was provided that one third, at least, of the directors
should be annually changed.

In 1800, the Bank of Ircland obtained a renewal
of its charter for twenty-one years, on condition that
its capital should be increasced by L. 1,000,000 of
stock, to be raised from the proprietary at the rate
of L.125 per cent., and to be lent to government at,

5 per cent. per annum. The Bank also agreed to
continue the management of the public debt and
loans, free of expence to government, during the can-
tinuance of its charter.

In 1797, when the Bank of Enrrland suspended its

cash payments, the same priv 1Iege was extended ta
the Bank of Ircland, and after this period its circu.
lation was rapidly increased. The following is an

-account of the amount of its motes in circulation at

different periods:

1707 ¢« « o« « o«
1801 . & . . . . .
1802 « « « « + . « 2,678,980
1803 .+ « 4 . v 4
1804 . .« . . . . . 2,086,999

IOE-_‘

1805 . . . . . . . 92,002,438
1806 .+ . . . . . 2465710
1807 « + « + o« o+ + 2,818,140
1808 . . . . . . . 9782483
1809 . . . o « . . 8,141,410
1810 . . . . . . . 3,102,186

This increased circulation of paper appears to
have exceeded the wants of the community, since it
was followed by rise in the price of bullion, and
by the depression of the cexchange. About the
year 1804, this evil had proceeded to such an ex-
tent, that guineas were openly advértised and sold
for a premiwum of 10 per cent., and the exchange
with London was about 17 per cent. against
Dublin. Irom this depreciation of the notes of the
national Bank many serious cvils arose. The silver
currency, which circulated in Ireland, was generally
in a debased state, and the intrinsic value of the dif-
ferent coins was not equal to the value for which
they were current.  But by the fall which had taken
place in the notes of the Bank of Ireland, those de-
based silver coins became more valuable in the form

of bullion than in the form of currency. They
}
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Banking. were, accordingly, all melted down, and the com-
" munity being in consequence exposed to the great-

Bank of
France,

est inconvenience, their place was supplied in Dub-
lin and other parts by counterfeits, and in seve-
ral districts by a paper currency, issued for sums
gradually decreasing from 0s. to 6d., and even

to 3d.

Commons in 1804, that, about this time, there were
dispersed throughout Ireland 295 issuers of this pa-

per money, chiefly consisting of a motley body of

shopkeepers, merchants, and petty-dealers of all de-
scriptions.  The country was inundated with this

exceptionable currency, and it was the occasion of

such general inconvenience, as well as of such nume-
rous forgeries and frauds, that the circulation of notes
for such small sums was at length prohibited by law.
Notwithstanding the prohibition, those notes still con-

tinued to circulate, the law was evaded by various

contrivances, and the want of a better currency secur-
ed their circulation. The Bank of Ireland has since
made an issue of stamped dollars, which, by supply-
ing the wants of trade, has, In a great measure, re-
medied the evil complained of.

The premium on guineas, which, in 1804, was 10

per cent., has since greatly declined, and the foreign

exchanges of Ircland have also become more favour-
able. In 1808, guineas were exchanged for paper
at a premium of 8d., and paper has since risen nearly
to par. As the Bank of Ireland has increased, in
place of diminishing, its circulation, since 1804, the
cause of this rise in the value of paper must be
sought for in the retrenchment of the notes of other

banks. It appears, accordingly, that the number of

provincial banks has, of late years,been very consider-
ably diminished in Ireland, and that of fifty banks which
1ssued notes in the year 1804, not more than nineteen
remained in 1812, the others having either failed or
withdrawn {rom business. * The extinction of so
Jarge a portion of the currency would necessarily in-
crease the value of what remained In circulation,
The price of Irish bank-stock has been greatly im-
proved in value within the last twenty years. The
tollowing is an account ot its price at different periods:
1708 January 90 per cent.

1709 January 115
1802 January 170
180+ January 140
1810 189

1816 September 214
Dividend on Irish bank-stock at different periods.

1798 02 per cenl.
1801 6%
1803 T+
Bonus in 1803 5
1810 10

In France the progress of banking, as of every

other domestic improvement, was retarded by the

convulsions of the revolution, But in the year
1803, when the peace of the continent appeared to be

secured, and tranquillity prevailed at home, the difter-

il
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It is calculated by several persons, who
gave cvidence before a committee of the House of

89

ent banks i Paris were consolidated into one great Baukioe.
national bank, called the Bank of France, by an act of Y™’

the imperial government. The act establishing this
bank fixed its capital at 45,060,000 francs, equal to
L. 1,875,000 Sterling, to be divided into 45.000
shares of 1000 francs each. It was vested with the
exclusive privilege of issuing promissury-notes, pay-
able on demand, in consideration of which, it made
large advances to government. Its business was to
discount bills of exchange, notes, or bonds; but it
was prohibited from carrying on any commerce, ex-
cept in cash or bullion. The administration of the
Bank of France was committed to fifteen directors
and three censors, and to these was added a council
of discount, consisting of twelve of the principal
merchants in Paris, who were to have the privilege

of a vote in all matters relative to the discounting of’

bills. The great body of the proprietors were re-
presented by 200 delegates, chosen from among those
possessed of the greatest number of shares, who were
to meet annually, or oftener if they were required.
To this assembly the affairs of the Bank were to be
annually submitted, and the members of the council
of discount were to state, whether, in granting dis-
counts, the directors had conformed to the general
rules established to regulate their proceedings, These

200 representatives were also to elect the directors, of

whom three, and the censors, of whom ane, were to
be annually changed. It was provided that the di-
vidend for the year (1804) should not exceed eight

per cent., to be paid half-yearly, and that whatever

profit remained should be invested in the public funds,
and allowed to accumulate as a fund of reserve against
contingencies, The exclusive privileges of tlie Bank
were granted for fifteenyears, commencing from the

year 1804.
Under these regulations, the Bank of I'rance com-

menced its operations ; and during the first year of

its establishment, its profits amounted to 4,185,937
francs (L. 174,414}, being rather more than 12
per cent. upon its original capital.  Of this sum, 8
per cent, was divided among the proprietors ; the re-
mainder was invested In 5 per cent. stock, as a fund
of reserve ; and in the following year, the net profit
amounted t0 4,652,398 francs(L.193,850). In the lat-
ter part of the year 1805, the Bank ot I'rance was con-
siderably embarrassed by the drain ofits specie, which,
in 1806, continued to increase with such rapidity, that
the Bank was obliged to suspend its cash payments.
Various causes are assigned for this catastrophe, which
seems to have chiefly originated in the necessity of
making large remittances of specie to the armies then
engaged in the Austrian war—in the great advances
of the Bank to the Government—in the over issue of
its notes—and finally, in vague and unfounded alarms
which generally prevailed respecting its solvency.
Its notes fell from: their standard value, and were ex-
changed at a discount for specie. The exchange
with the country of France becanie at the same time
unfavourable to Paris, to the amount of 12 per
cent.; and the Bank having restricted its discounts,
several important bankruptcies took place, which

* Wakefield's Statistical and Political Account of Ireland, Vol. IL p. 171,

M
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Banking. tended greatly to incrcuse the general alarm.*  After
=\~ the peace of the Continent was re-established by the

treaty of Presburg, the advances made by the Bank
to the government were punctually repaid, and pay-
ments 1n cash were resumed about the commence-
ment of the year 1806. In the course of this year
also, m consequence of a decree of the imperial go-
vernment, a change took place n the administration
of the Bank. In place of fitteen directors, its affairs
were committed to a governor and two deputy-go-
vernors, who were to be appointed by the Emperor.
At the same time, its capital, consisting of 45,000
shares of 1000 francs each, was increased to 90,000
shares, or to 90,000,000 of francs.

The new shares were disposed of by the Bank to
great advantage, and in consequence of this acces-
sion to its capital, it was enabled considerably to ex-
tend its operations. By an imperial decree issued at
Bayonne, in the year 1808, it was authorized to
establish branches in some of the chief provincial
towns; and establishments of this nature were begun
at Lyons and Rouen, for the purpose of circulating
bank-notes, and of discounting bills of exchange. But
the merchants of these towns, though they willingly
received accommodation from the banks, showed no
disposition to circulate their notes. Almost all the
notes issued were immediately returned on the Bank
for payment ; and it is worthy of remark, that neither
the notes of the ancient Caisse d’ Lscompte, nor those
of the present Paris Bank, have ever obtained any
general circulation in the country of Irance.

In 1814, when [rance was invaded by the com-
bined armies of’ Europe, the Bank of Paris was called
upon to make large advances to government, and, at
this period, its notes in circulation, joined to its
other engagements, exceeded by about 20 millions
of francs the value of the specie, and other effects
of which i1t was possessed. A general alarm began
to prevail ; the Bank was exposed to a ruinous drain
of its specie; and on the 18th January a resolution
was adopted, not entirely to suspend its cash pay-
ments, but to limit the sum to be paid in cash to
500,000 francs per day, and not to pay more to each
individual than 1000 francs. In February the Bank,
having made the necessary arrangements, resumed

their engagements to the public. Tlus bank, like the Banking.
Bank ofEngland, has frequently been employed as a ‘™"~/

great engine of state; its funds have been diverted
from their proper purposes to assist in the great
emergencies of the public service; and its directors,
yielding to the pressure of temiporary demands, have
been forced, for a time, to suspend their payments
in cash. But the Bank of France has always resum-
ed the ordinary course of its payments assoon as the
alarm and the demand for specie began to abate;
while the Bank of Lngland, having once obtained
a dispensation from its obligations to the public,
seems ever since to have been intent on securing the
continuance of this privilege. The example of the
Bank of France, which, though it suspended its cash
payments, in consequence of the pressure arising
from domestic alarm, resumed those payments as soon
as the alarm began to subside, may serve to expose
the insufliciency of the arguments urged in this coun-
try in favour of the continucd suspension of cash pay-
ments by the Bank of England. The circumstances
of the two banks appear to have been precisely simi-
lar, and no reason can be imagined to justify the
one more than the other in continuing to refuse pay-
ment of its notes.

The following is a statement of the affairs of the
Bank of France on the 12th August 1816: 4

Francs. L.
00,000 shares of 1000 francs r
(L. 45 each), - 90,000,000 | 4,125,000
Fund of undivided profit, 21,600,000 | 990,000

111,600,000 I 5,115,000

Investment of this Capz'{a?.

Franca. L.
In the 5 per cent. Consol. '
(from which a revenue is
derived of 2 millions), 33,500,000 | 1,395,884
In shares of its own, which

it has repurchased (which
has the same effect as if,
by the rules of its mstitu-
tion, the number of shares

its payments in cash for all sums, and during the had been more hmited), 25,500,000 | 1,062,500
siege and capture of Paris, it continued to pay in cash, Advances made to govern-
even while the cannon thundered at the gates of the ment on treasury-bonds,
city. In like manner, during the subsequent invasion or other securities bear- .
of the country in 1815, paymentsin cash were not, nor =~  Ing interest, . 26,000,000 | 1,083,333
have they ever been since suspended even for a day.  Property, - - 4,000,000 | 166,666
In all the trying eituations in which they have Specie and bills, - - 22,600,000 | 941,667
been placed, the Directors of the Bank of France e
111,600,000 | 4,650,000

appear to have displayed a laudable zeal to fulfil

Ay L - il

* Considérations sur L'Institution des principales Banques de L’Europe, particuliérement sur celle de
France. Par M. Monbrion., 1805. Rapport fuit a le Chambre de Commerce par wne commission speciale
sur la Banque de France, et les causes de lu crise qu'elle a eprouvée. 1800.

+ The Editor was enabled to furnish the Writer of this article with some of these particulars in regard
to the Bank of France, and with this statement of its affairs, by means of 2 communication kindly made
to him by M. Jean-Batiste Say, dated at Paris, on the 14th August last (1816). M. Say is well known as
the Author of Traité d’ Economie Politigue, in 2 vols. 8vo, a work, perhaps the most generally sound, mstruc-
tive, and comprehensive, that has been published on that important science since the appearance of the

Wealth of Nalions. -
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Debts owing by the Bank of France on the 12th
August 1816

circulation, . - - 70,000,000 | 2,016,667
Amount of deposits, - 20,000,000 | 833,334
]———-—-—-l-

90,000,000 | 3,750,000

For this sum the Bank has either specie in its cof-
fers, or good bills, generally at the short date of 45
days. If we add to this the sum of 22,600 francs in
bills and specic, already stated as part of its capital, it
follows that the Bank of France, on the 12th August
1816, was possessed of cffects to the amount of
112,600,000 francs (L. 4,691,667). Of this sum it
had +1,000,000 francs in hard cash,

The following is an account of the dividends from
1800 intclusive :

T ! Profit
Profit Divided. | Undivided.
Franes. " Tranes.
1805-6. 72 per cent. ‘80 |
100 Days of 1800, | .
| to December 81, 20 = 140
1807. 82 10 290
1808. 73 6 -87
1809. T 7
1810. T4 T 07
| 1811. 66 3 02
1812. 09 75 4 87
1813. 75 50 7 °75
t 1814 00 ¥
L 1815. 01 2
1810. ]HI{/;“;'/E(I?‘{J/ } 26 g
drvidend.

In the United States, banking has of late years
kept pace with the general progress of wealth and  bed.

BANKS TOR SAVINGS. The mstitutions

pointed out by this designation constitute a variety
of money-banks, in general, and, to a certain extent,
partake of the nature of the class.

Of money-banks, in general, the end is to afford
to the owner of money two advantages; the first,
safe custody for his money ; the second, a profit by
it, under the name of interest. Other advantages
which banks afford, or arc capable of being made to
aftord, it is not, for the present purpose, necessary
to bring to view.

The circumstances ot the poor man lay him under
many disadvantages, as compared with the rich. In
this case, we find a particular example. The money
of the rich man, being in considerable quantity, easi-

ly finds individuals who will perform for it the func-

e e————— e ——

improvement threughout the country, and banks

have, in consequence, been established in all the

most constderable towns. In 1804, they were cal-
culated, according

tion that could be made, to amount to cighty, in-

cluding ten subordinate banks ; and the capital in-

vested in this business was estimated at 50,000,060
of dollars, §

The principal American bank is that of the United

States, which was incorporated by an act of the Le-

gislature in 1791. By this act, it is provided, that
the capital stock shall consist of 10,000,000 dollars,
in 25,000 shares of 400 dollars each, one-fourth to

be paid in specie, and three-fourths in 6 per cent.
stock. The bank is restricted from taking more

than 6 per cent. on their discounts, or from advan-

cing more to government than 100,000 dollars. It
declares half-yearly dividends, which, from its esta-

_blishment, have been 4 per cent., with two surplus di-

vidends, one of 1 per cent., and the other of 2 per
cent. ‘The date at which it discounts bills is two
months.

The late war in which America was involved with
Great Britain, seems to have occasioned consider-
able disorder in the state of her circulation.
the speech of the President to the Congress, in De-
cember 1815, it would appear, that the public fi-
nances and trade of the United States had been ex-
posed to great inconvenience from the want of some
uniform national currency, and from the disappear-
ance of the precious metals. To remedy these evils,
it was purposed to establish a new bank at Phila-
delphia, on the security of such ample funds as should
engage universal confidence, and should thus give its
notes a free circulation through every part of the
United States. A bill, for this purpose, was passed
in the last Session of Congress, and it is understood,
that the- capital required has been since subsgri-

(0.)

tions of banking, because it yields an adequate pro-
fit. -

The money of the poor man, being small in quan-
tity, can find nobody to perform for it the functions
of banking, because it is incapable of yielding an
adequate profit.

Let us consider the natural tendency of this situa-
tion of the labouring man. He can make no profit
by money retained.  He also lies under many chances
of being unable to preserve it. The coarse and imper-
fect means for shutting his house, or any receptacle
which it may contain, exposes his little treasure to the

hand even of a clumsy depredator. Accordingly, we

find, that persons in the lower situation of life, who ac-
quire a reputation for the possession of hoards, are al-
most always robbed. If they are disposed to lend the

* To make out this dividend, 194,238 francs were taken from the fund of undivided profit.
1 Sece Economice, or Statistical Manual for the United States of America, p. 159, 160.
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fruit of their industry and frugality, their limited expe-
rience of mankind makes them yield to the man who
takes most pains to persuade them; and that is often
the man who never means to pay them again, and
who has, therefore, the strongest motives to take the
reasures necessary for gaining their confidence.

Money is for two purposes. It 1s either for pre-
sent use, or future use; and wisdom directs that
it should be employed for the one or the other, ac-
cording as, in either case, it is calculated to contri-
bute most to happiness upon the whole. But the
poor man is thus deprived, in whole, or in part, of the
means of applying his money to_future use. To this
extent, therefore, even wisdom itself would direct
him to employ it for present use, in whatever way it
15 capable of adding most to his enjoyments. Parsi-
mony 1n such a case is havdly a virtue,

The rich are commonly, we cannot say always,

very severe observers of the conduct of the poor,.

and nearly as often unjust. How nearly universal
among them are the cxclamations against the im-
providence of the poor! by which is meant the
practice of devoting to present use the whole of their
earnings, without reserving as great a portion of them
as possible to future use. Amid these exclamations,
the degree is totally forgot, in which the poor are
deprived of the means of reserving money for future
use, and the consequent propriety and prudence of
devoting it wholly to present use.

If human happiness is prodigiously improved by
reserving for future use a proportion of the command
which, over and above the necessaries of life, a man
may possess over the means of enjoyment, it is sure-
ly desirable that this great instrument of happiness
should, in the greatest degree possible, be provided
for the most numerous, and in the same degree in
which the most numerous, the most important por-
tion of the race. To place it in the power of this
portion of the race to sccure a share of the good
things of life for future use, a system of banking,
adapted to their circumstances, is evidently, in the
present statc of soclety, in the highest degrec desir-
able. It is on¢ of the means, without which, or
something equivalent, the end cannot be obtained.

The question, respecting the utility of banks,
adapted to the circumstances of the labouring branch
of the population, being thus dectded, it only remains,
as should seem, to inquire, what 15 the sort of institu-
tion by which the advantages of a bank,—safe cus-
tody, and profit for money, can be most completely
secured to this great class of the population. When
this second question is resolved, the subject, it may
be supposed, would be exhausted. The supposition,
however, would be erroneous, and the exposition would
still remain very imperfect, and even superficial.

VWhen it 1s ascertained, that banks for the cash of
the poor would be useful to the poor, we should act
very carelessly, if we remained contented with a
mere vague conception of utility m general. To
complete the mquiry, we should trace the subject in
its ramifications, and pursue them to the very point
of termination. We should not be satisfied with a
belief that banks will, to some degree, and in some
way, we know not what, be useful to the poor. We

- el i e — E——— s aE

should ascertain, with accuracy,. in what way or
way s, and in what degree, they will tend to increase the
happiness of this principal branch of the population.

This 1s rendered more necessary, by the conduct
of those who have chicfly undertaken the patronage
of banks for this class of the population. They have
been too lavish in their promise of beneficial effects
from this desirable institution. They have stretched
the vague 1dea of utility to any extent which suited
their imaginations. There is nothing desirable for
human beings which they have not described as the
natural product ot’ hanks for the poor. IHappiness
and virtue are two things which they will be sure to
produce in any quantity we please.

But when gentlemen treat us with these extraordi.
nary promises of good from Savings Banks, they
take not suflicient pains to show the conncction,
They neglect to inform us how the events are to come
about. They do not show in what manner, if the
one set of things precede, the other things which
they so largely predict, must all of them follow.
Now, this is not satisfactory. This is to assume and
affirm, not to disclose. This i1s to beg the question,
not to resolve it. This way of proceeding not only
removes no uncertainty, 1t has a tendency to draw
men upon false ground, and to recommend to them
measures for practice founded upon mistaken no-
tions of things, and therefore pregnant with the

chances of evil,

Bauks for
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The first part of a sound and rational inquiry into pifferent
the subject of Savings Banks would thus undoubt. Views of

edly be, to define the utility
is calculated to produce; to ascertain exactly the

ingredients of which the composition is formed, and

which the institution the Uli-
lity likely to

result from
SUyings

the quantity in which it may be expected to exist. ~ Banks.

Ior this purpose, it may be remarked, that the
effccts calculated to arise from the institution of
Savings Banks are of two sorts ; 1st, the immediate ;
2dly, the derived. The first result at once from
the operations of the Bank. The second arise only
from the first, and are, in reality, the effects of the
effects.

1. The effects of the first stage,—the effects which
immediately result from the operations of the Bank,
are two,—sate custody for tae money deposited, and
mnterest upon it.

Of these effects no general exposition is required.
They are known and familiar to every body.

2. The effects of these effects come next under
review. They are more complicated, and far less
easy to understand. |

It 1s expected that safe custody for money, and a
profit by it, in the shape of interest, will produce a
disposition to accumulate. This is the second stage.
From this, other effects, which may be called effects
of the third stage, are expected.

The disposition to accumulate will produce indus-
try and frugality, which implies temperance. This
Is the third stage, and these are effects of the third
derivation.

Industry and frugality will produce a reserve of
wealth. 'This is the effect of the fourth stage, ov
fourth derivation.
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This reserve of wealth will produce an effect of so fast as the procreative power of the human con. Banks for

the fifth stage, namely, security against the miseries
of want. '

The utility consists in these latter effects, the in-
dustry and frugality, the provision against the mise-
ries of want. These, then, are the ingredients of
which the compound is formed. The question is,
in what degree it may be expected to be produced :
in other words, what power can the banks i ques-
tion possess to produce among that class of the po-
pulation industry, frugality, and a provision against
the miserics -of want? It is the resolution of this
question which is required at the hands of every
one by whom 15 undertaken an account of a system
of banking adapted to the circumstances of the
poot.

It is impossible to speak with any accuracy of the
circumstances of the most numerous class of the
people, without bearing In view the principle of po-
pulation, or the law according to which the multipli-
cation of the species takes place.

This law is by no means of recent discovery. It
had long in political plulosophy been regarded as an
established fact, that a nation is always peopled up
to its means of subsistence; that the only check to
population is the want of food ; that mankind, as
Burke somewhat ingeniously expressed it, ¢ propa-

gate by the mouth;” and that the number of men, if
food were not wanting, would double, as the example

of America proved, cvery twenty or five and twenty

years. But after establishing this doctrine, the world

seemed a long time afraid to look it in the face, and

glad to leave it in the situation into which it had
At last, a pertod arose when men of

heen brought.
a certain description began to talk intemperately
about the opinion, that the human condition was pro-
aressive, and susceptible of indefinite improvement,

and men of another description began to be alarmed

at this doctrine.

In opposition to the persons who spoke with en-

thusiasm of this susceptibility of improvement, under
the name of the perfectibility of the human mind, Mr

Malthus brought forward the principle of population.

It was not enough for his purpose to say, that

population ascended to the level of food; because
there was nothing In that relation inconsistent with im-
provement, or opposite to the principles of perfectibi-

lity. He went, therefore, a step farther, and said, that

population rosc beyond the level of food ; a situation
in which vice and misery must of necessity prevail,
and unlimited progression was impossible.

Though no part of the doctrine of Mr Malthus
has been left uncontested, it is now, among thinking
men, pretty generally allowed, that, excepting cer-
tain favourable situations, as in new countries, where
there is unoccupied land of sufficient productiveness,
which may be placed under cultivation as fast as
men are multiplied, a greater number of human be-
ings is produced than there 1s food to support.

This, it is understood, 1s the habitual condition of

human nature. The disposition of mankind to mar-
ry, and the prolific power with which nature has en-
dowed them, cause a greater number of human be-
ings to be born than it is possible to feed; because
the carth cannot be made to increcase her produce

stitution Increases consumers.

03
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This 1s the proposition which Mr Malthus added ™

to the doctrine of population ; and it is undoubtedly
a proposition of extensive import, pregnant with con-
sequences of the greatest moment, and materially
changing our views of the measures necessary to be
pursued for improving the condition of mankind. .

It 1s perfectly evident, that, so long as men are
produced 1n greater numbers than can be fed, there
must be excessive misery. What is wanted then is,
the means of preventing mankind from increasing so
fast; from increasing faster than food can be in-
creased to support them. To the discovery of these
means, the resources of the human mind should be
intensely applied. This is the foundation of all im-
provement. In the attainment of this important end,
it 1s abundantly plain that there is nothing impracti-
cable. There is nothing which offers any consider-
able difficulty, except the prejudices of mankind.

Of this doctrine, one of the facts which it is on
the present occasion peculiarly necessary to carry in
view, is the mode in which the misery in question,
the misery arising from the existence of a greater
number of human beings than there is food to main-
tain, diffuses itself.

For a share of the food which is brought into ex-
istence, the greater part of mankind have nothing to
give but their labour. Of those who are endeavour-
ing to purchase food by their labour, there is net
enough for all; some must want. What 1s the con-
sequence? Those who are in danger of being left out
in the distribution, offer more labour for the same
quantity of food ; that is to say, they agree to work for
less wages; by this competition, the wages of labour
are reduced, and made so low that they are not suffici-
ent to procure food for the families of all the labourers.
The whole are placed in the lowest and most afflict-
ing state of poverty; and of those whose wants are
more than usually great, or supply more than usually
small, a portion must die, from the want of a sufli-

ciency of the necessaries of life. The state of wagesis -

sufficient to afford the means of existence to as many
as the food produced can barely preserve alive; the su-
perabundance, who, by their competition, have ren-
dered thus miserable the situation of the rest, must
inevitably perish. Whatever the state of production

in regard to food, the wages of the labourer are suf- -

ficient to enable the labourers, as a body, to raise a
number of children sufficient to keep up the popula-
tion to the level of the food. The labourer who has
the number of children correspondent to that in-

crease, has just enough to keep his fanmly alive, and

no more. Those who have a greater than this num-
ber, and not a greater than the usual means of pro-
curing food, must partially starve.

This is the natural unavoidable condition of the
areater part of mankind, so long as they continue to
produce numbers greater than can be fed. The
question then is, what are the efects which, in this
situation of mankind, the institution of banks for
the savings of the poor are calculated to produce ?

Every thing, as we have already seen, is to be de-

rived through the medium of the disposition to ac- .

cumaulate.
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children, their powers of accumulation cease, But Banks for

But the disposition to accumulate, as far as men
are wholly deprived of the means of accumulation,
is out of the question; for either 1t 15 wholly inca-
pable of existing, or exists to no manner of purpose.

Of the labouring people, however, who have fa-
milies, all but those of whomt the families are uncom-
monly small, or who possess uncommon advantages,
are, according to the principle of population, cither
In a state of starvation, or upon the very brink of it,
and have nothing to accumulate.

The unmarried part ot the population, therefore,
those who have no families, or those who have very
simall ones, are those alone to whom the institution
of savings banks can present any motives whatsoever.
The question 1s, what are the effects which will be
produced upon society by the motives which it pre-
sents to this reduced part of the population?

That it will increase to a certain extent the dis-
position to accumulate, may naturally be expected.
To how great an extent, general principles aftord us
no means of very accurately foreseeing. We must
wait for experience to determine. In the meantime,
we know that single persons are for the most part
young; and that youth is not the season when the
pleasures cf the present moment are most easily
vanquished by those of the future. The training of
the human mind must be more skilful, and more
moral fo a vast degree, before this salutary power
will belong to any considerable portion of the youth
in any class of the population, especially in the least
mstructed of all.

Let us next mquire the tendency which it will
possess, whatever the degree in which it may be ex-
pected to exist.

In the first place, it will produce an abstinence
from such hurtful pleasures as are attended with ex-
pence. Under this description is included the plea-
sure of intoxicating liquors, and no other possibly
whatsoever. There is hardly any other indulgence
on which any portion, worth regarding, of the earn-
ings of the poor is bestowed, which can at all deserve
the name of hurtful, or from which there would be
any virtue in abstaining, if the means of obtaining it
were enjoyed in sufficient abundance. To this, then,
the moral effect of savings banks may be supposed to
be very nearly confined. But assuredly this, if it can
be produced in any considerable degree, must be
regarded as an effect of no ordinary importance.

Passing from the moral effects, we come to the
accumulation which it may be in the power of the
unmarried part of the population to make. To this,
and what may spring out of it, all the remaining ef-
fects of savings banks are evidently confined.

A part of the unmarried population will make ac-
cumulations, and undoubtedly they ought, if pos-
sible, to be provided with the means of doing so.
Let us suppose that the greatest part of them pro-
fit by those means. “What consequences are we able
to foresee?

Of unmarried persons there are few who are not
looking forward to the married state, and few by
whom, sooner or later, it is not entered. As soon
as persons of the lower class are married, or, at any
rate, as soon as they have a certain number of

there is a previous hoard: What becomes of it ?

Savinags,

It is cither wholly expended, at the time of V"™

marriage, upon the furnishing of a house; or it is
not. :
If it is wholly expended upon the furnishing of
a house, it contributes to present cnjoyment, like
any other expence whatsoever; like that, for example,
of a fine coat; and forms no longer a provision
against a day of adversity and the evils of want.

Let us suppose that 1t is r{:)t wholly expended
upon the furnishing of a house, but that a portion, at
least, of it remains, This, it will be said, is reserved as
a provision against want; and of this the beneficial
effects may be reckoned sure.  But abstracting from
extraordinary cases of bad health, least common in
the carliest stage of the married life, and other ex-
traordinary accidents, the first pressure will arise
from the increase of the family. After that number
of children is born, which exhausts the earnings of
the father, the birth of another child produces the
miscries of want. If there is no fund remaining from
former accumulations, hardship introduces death, and
the amount of the population is thus, upon the whole,
kept down to the level of the food. If there is a
fund remaining from former accumulations, it will
now of necessity be consumed ; and by its consump-
tion will enable the family to go on a little longer;
to rear a child or two more. But the number of
children reaved was before as great as there was food
to maintain. If a greater number is raised, - there is
an excess of population, who bid against one another
for employment, and lower the wages of labour,
Already, the great mass of the population were in a
state of unavoidable misery from the lowness of wages.
An incrense of poverty i1s now brought upon them
and their situation is rendered more deplorable than it
was before. It is impossible not to consider this as
one of the effects, which a fund accumulated before
marriage, by the laborious part of the community,
has a tendency to produce. And this is a tendency
altogether noxious.

The greater part of those who have talked and
written about savings banks have left the principle of
population altogether out of their view. They have,
therefore, left out of their view that circumstance on
which the condition of the most numerous class of
mankind radically, and irremediably, and almost
wholly depends. Of course, their observations and
conclusions are of little importance.

Others, whose minds are philosophical enough to
perceive the influence of the principle of population
upon the condition of the great bulk of mankind, are
of opinion, that savings banks will have a salutary
eftect upon the principle of population, and amelio-
rate the condition of mankind, by lessening the ra-
pidity with which they multiply. This is a specu-
lation of the deepest interest. If this be an effect of
savings banks, they will, indeed, deserve the attention
and patronage of the philanthropist and the sage.

The following is the mode in which the authors of

‘this opinion believe that the happy effects which

they anticipate will take place. The means of pro-
fiting by the reserve of a portion of their earnings,

.—-—-u--—h-"'"
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Banks for which savings hanks will provide for the unmarried
Savinzs- part of the labouring people, will give them, it is sup-

posed, a taste for accumulation : Aware of the im-
possibility of accumulating after marriage, their de-
sire of accumulation will make them defer the period
of marriage : Of deferred marriages, the result will
be a less numerous offspring : A smaller number of
people in proportion to the food will be reared : The
competition for food will be reduced ; the competition
for hands will be increased ; wages will rise ; and the
cruel poverty of the mass of the population will be
abated.

In this deduction, nothing is doubtful, unless the
commencing step.  If the desire created in young
persons for accumulation is sufficiently strong to pro-
duce any considerable postponement of the period of
marriage, all the other effeets will necessarily follow ;
a reduced number of children; an mcreased reward
of labour; and a correspondent amelioration in the
condition of the greatest portion of the race. Sav-
ings banks will prove one of the most important in-
ventious, to which the ingenuity of man has yet given
existence.

It would be rash, however, to claim as an ascer-
~ tained fact, that savings banks will have the effect
of retarding the period of marriage. There are per-
sons who hold the very opposite belief. They say,
that what chicfly retards warriage at present among
the better part of the labouring population, among
those who have 2 regard to appearance, and a value
for respectability, is the want of means to provide
the furniture of a house; that savings banks will en-
able them to provide that furniture at an earlier period
than at present ; and that the institution will there-
fore accelerate the period of marriage, increase the
number of those who cannot be fed, and thus add to
the calamities of mankind. They ridicule the idea,
that the love of saving will become, in the breast
of young persons, a wmatch for the passicns which
prompt them to marriage.

If we consider accurately what takes place among
mankind, we shall probably conclude that both ef-
fects will be produced ; that the love of saving will,
no doubt, induce some persons to defer the period of
marriage ; but that the means of furnishing a house,
placed at an earlier pertod within their reach, will
produce the very opposite effect in regard to others.

The question is, which class is likely to be the
most numerous? and this is plainly one of those
questions to which no very certain answer can be
given. But it we consider the strength of the pas-
sions which urge to marriage, we shall probably sus-
pect that it will not be easy for the love of savimg to
acquire an equal force in the breast of any consider-
able portion of persons who are young, whose educa-
tion has been very bad, and who hence have little
power ecither of foresight or of self-command.

Such are the diffevent views which may be taken
of the effects which banks for the savings of the poor
will produce. The exposition is useful to check the
intemperate conclusions of enthusiastic patrons, and
to show that inuch more than the mcre institution
of savings baunks is necessary to produce any consi-
derable amelioration, either in the physical or morgl
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state of the poor. In conjunction with other causes, Banks for

savings banks are not only desirable, but necessary.
The noxious consequence will be, if those who have
it 1n their power to do more, shall suppose that sav-
gs banks are sufficient to do all, and there should
limit their exertions. Taken by themselves, it is at
least a doubt whether savings banks may not pro-
duce as great a quantity of evil as good.

Savings,

It now remains that we should give an account of History of

the measures which have been taken for the establish- Savings
ment of savings banks, and endcavour, if we can, to Pank*

ascertain the most useful form which they are capa-
ble of recciving.

" We are not aware that the idea of an institution,
answering in any degree the description of a savings
bank, was in this country expressed in public before
the year 1797, when a peculiar scheme for the ma-
nagement of paupers, or persons deprived of the
means of maintaining themselves, was published by
Mr Bentham in Young’s Annals of Agriculture. It
would require too long a digression to give an account
of this plan of Mr Bentham, which embraces a great
number of points, and would require an exposition
of considerable complexity. Of that plan, one part
consisted in the institution of what he distinguished
by the name of a frugality bant.

The series of wants to which it was by him des-
tined to operate as a remedy, were as follows:

1. Want of physical means of safe custody, such
as lock-up places; thence, danger of depredation,
and accidental loss.

2. Difficulty of opposing and never-yielding re-
sistance to the temptations afforded by the instru-
ments of sensual enjoyment, where the means of pur-
chasing them are constantly at hand.

3. Want of the means of obtamning a profit by the
savings of the poor, or the use of them in portions
adapted to their peculiar exigencies.

4. Want of a set of instructions and mementos
constantly at hand, presenting to view the several
exigencies, or sources of demand for money in store,
and the use of providing it.

He next proceeded to sketch the properties which
appeared to him to be desirable in a system of fru-
cality banks, commensurate to the whole population
of the self-maintaining poor. These were,

1. Fund, solid and secure.

2. Plan of provision all-comprelensive.

3. Scale of dealing commensurate to the pecunia.
ry faculties of each customer.

4. Ter:ss of dealing sufficiently advantageous to
the custgmer,

5: Places of transacting business suitable ; viz. in
point of vicinity, and other conveniences.

6. Mode of transacting business accommodating.

7. Mode of operation prompt.

8. Mode of book-keeping clear and satisfactory.

In the plar, however, of the bank which Mr Ben-
tham contemplated for answering the purposes which
he thus described, he did not direct his view to that
simplest of all the forms of baoking, the mere re-
ceipt of money, to be paid again with interest when
demanded; the form to which the patrons of savings
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«« Extract from an Account of ¢ Charitable Bank at Banks for

Banks for banks at present appear judiciously to confine their ‘
P D s Tottenham for the Savings of the Poor, by Mrs  SAVINEs

Savings: gitention. Mr Bentham's proposal was to receive mto P

"™ the frugality banks the deposits of the poor, not for the

mere purpose of yielding an interest, and being with-
drawn when wanted, but to form or purchase an an-
nuity for old age, when the power of earning would
be either destroyed or impaired.

That the accumulation of the poor imght not, how-
ever, be confined to one exigency, though that the
greatest, he proposed that this superannuation annui-
ty should be convertible, in the whole or in any part,
into any other species of benefit, adapted to the exi-
gencies of the owner. It might, for example, be
converted into an annuity for an existing wife, in the
event of widowhood. It might be converted into an
annuity during the nonage of a certain number -of
children. It might serve as a pledge on which to
borrow money. Part of it might be sold to raise a
marriage fund, or it might be simply withdrawn.

Mr Bentham then proceeded to compare the ef-
fects of a system of frugality banks with those of
friendly or benefit societies. To this comparison,
however, we cannot with any advantage proceed, till
that other species of institution is first described.
We are, therefore, inclined to reserve it wholly to the
article BENEFIT SocIETIES, to which the reader is
referred,

It is somewhat remarkable, that no allusion which
we can perceive in any of the numerous pamphlets
to which the subject of savings barks has lately
aiven birth, is made to this early scheme of Mr
Bentham ; though the work in which it is contained
not only appeared in a periodical and pepular publi-
cation so long ago, but was laid upon the table of
the committee of the House of Commons, appointed
to inquire into the subject of Penitentiary Houses in
1811, and referred to in the appendix to their report;
and was published separately in one 8vo volume, in
1812, under the title of Pauper Management im-
proved.

As no attempt was made to carry Mr Bentham’s
plan of pauper management into practice, his scheme
of a frugality bank, as a part of it, remained with-
out effect.

The first attempt, as far as our researches have
been able to discover, to give actual existence to the
idea of a bank adapted to the exigencies of the poor,
was owing wholly to a lady, to whom the public are
indebted for several excellent productions of the pen,
and who never took up her abode in any place,
while health and strength remained, without endea-
vouring to perform something of importance for
ameliorating the condition of those by whom she was
surrounded. Mrs Priscilla Wakefield, the lady to
whom we allude, residing, in the year 1803, at Tot-
tenham, in Middlesex, a populous village, within a
few miles of London, net enly projected, but was the
means of instituting, arid the principal instrument in
carrying on, a bank at that place for the savings of
the poor. An account of this institution, drawn up
by Mrs Wakefield, and dated the 24th of May 1804,
was published in the fourth volume of the Reports

of the Socety for DBettering the Condition of the
Poor. The account is so short, and so much to the

purpose, that it may with advantage be inserted here.

Wakefield.

“ For the purpose of providing a safe and con-
venient place of depasit for the savings of labourers,
servants, and other poor persons, a charitable esta-
blishment has been lately formed at Tottenham, in
the county of Middlesex. It is guaranteed by six
trustees, who are gentlemen of fortune and responsi-
bility, most of them possessing considerable landed
property. This renders it as safe and certain as in-
stitutions of this kind can be, and Insures it from
that fluctuation of value to which the public funds
are liable. The books are kept by a lady, and never
opened but on the first Monday in every month,
either for receipts or payments. Any sum is received
above one shilling ; and five per cent. 18 given for
every 20s. that lies 12 kalendar months ; every per-
son so depositing money being at liberty to recal it,
any day the books are opened ; but no business 1s
transacted at any other time,

“ The money so collected is divided equally be-
tween the six trustees. For every additional L.100,
a new trustee 1s to be chosen; so that a trustee can
only risk-his proportion of L.100. None but the Ja-
bouring classes are admitted to this benefit; and
there is no restriction as to place of residence.”

““ OBSERVATIONS.

¢ These few simple rules are all that have hitherto
been found necessary for the establishment of this
charity, the desizn of which is both original and use-
ful. To those who have applied themselves to that
branch of political economy which relates to incregse.
ing the comforts, and improving the morals of the
inferior classes of society, it must be obvious that
every endeavour to encourage and enable them to
provide for their own wants, rather than to rely upon

- the gratuitous gifts of the rich, are of great advan-

tage to the whole community.

¢ It 1s not sufficient to stimulate the poor to indus-
try, unless they can be persuaded to adopt habits of
frugality, This 18 evinced amongst many difterent
kinds of artisans and labourers, who earn large wages,
but do not in general possess any better resources in
the day of calamity than those who do not gain above
half as much money. The season of plenty should
then provide for the season of want, and the gains of
summer be laid by for the rigours of winter. But
it must be obvious how difficult it is for even the so-
ber labourer to save up his money, when 1t 1s at hand
to supply the wants that occur in his family. For
those ‘of intemperate habits, ready money is a very
strong temptation to the indulgence of those perni-
cious propensities.

¢ Many would try to make a little hoard for sick-
ness or old age, but they know not where to place it
without danger-or inconvenience. They do not un-
derstand how to put money in, or to take it out of
the bank : nor will it answer for small sums, either in
point of trouble or of loss of time. The same causes
frequently occasion thoughtless servants to spend all
their wages in youth, and in consequence to pass their
old age in a workhouse,~a sad reverse from the in-
dulgence of 2 gentleman’s family, to which they have

1
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Many mstances indeed have oc-
curred, that, for want ot a place of security for their

YT money, the poor have lost their hard earned savings,

Savings
Banks 1n

by lending it to some artful or distressed person, who

has persuaded them it will be safe in his hands.

““ The success of the little bunk for children, con-

"nected with the Tottenham Female Benefit Club,

mentioncd in a former part of the reports, encouraged
the present design ; and it may be worth remarking,

" that the bank was opened by an orphan girl of four-

teen, who placed 1..2 in it, which she had earned in
very small sums, and saved in the Benefit Club.”

In 1805 and 1800, two pamphilets were published'

by Mr Bone, in the first of which he scems to have
had it chicfly in view to point out the objects to which
a scheme for preventing among the poor the miseries
of want ought principally to be directed ; in the se-
cond, to sketch the form of an institution by which

those objects might be obtained. The scheme of Mr
Bone is, however, nearly as comprehensive as that of

Mr Bentham, and, therefore, extending far beyond
the subject to which the present article is confined.
The following are its principal objects

1. To provide comfortable dwellings for all who
require them.

2, Sums for their maintenance.

3. A provision for widows and children, education
for the latter included.

4, Endowments to children at 21 years of age.

5. Temporary dwellings to destitute strangers.

6. To afford small loans.

7. Provision for persons who have belonged to the
army or navy. |

8. To grant annuities to persons to whom that
mode of assistance is the best adapted.

g. To afford a provision for persons lame, or other-

wise disabled.
10. To procure situations and employment for
those deprived of them.

11. To nursc and educate children, as many as

possible of the children of those who are themselves
the least qualified for the task,

12. To provide baths and lavatories for the poor.

To the accomplishment of this scheme, banking,
however, contributes a diminutive part. It is not
proposed that all this should be accomplished by the
funds of the poor themselves. The receipt, however,
of the contributions of the poor, forms an cssential
article of the plan, and so farit jnvolves in it the prin-
ciple of a savings bank. It was proposed to receive
the contributions of single persons, and return them
with premiums at the period of marriage ; to receive,
farther, the contributions both of the single and
the married, with a view to the future and ultimate
provision; for though all persons would, according
to this scheme, receive a provision, it would be a
provision with more or less of excellence, according
to the contributions of the mdividual.

In 1807, the minister of the parish of West Calder,
in Scotland, foundued a bank for the savings of the
principal class of his parishioners; and in 1810,
without any knowledge of what had been accom-
plished in West Calder, Mr Duncan, the minister
of Ruthwell, another of the Scottish parishes, esta-

blished one mn his own, in nearly a simifar form. Mr-
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Duncan, m a well written pamphlet, in which he de- Banks for
scribes the form of his own institution, and explains Savinge.

the object which the system has in view, and the
principles upon which it is founded, informs us, that
his idca of an economical bank for the savings of the
industrious, was accidentally suggested to him Dy a
perusal of the pamphlet, entitled, Tranquillity, of
Mr Bone, at a time when his mind was peculiarly
excited to the consideration of the subject, by the
circumstances of the poor in the town and vicinity of
Dumfries, and by the threatened approach of what
he deemed a national misfortune, the introduction of
poor-rates,

The course pursued by Mr Duncan is in the high-
est degree instractive. It i1s founded upon an ac-
curate knowledge of human nature, in which the
men who step forth from elevated situations to ame-
Jiorate the condition of their frilow-creatures. are
i general singularly deficient, and therefore most
commonly reap nothing but the natural fruit of inju-
dicious meastures—disappointment. As a great cffect
was intended to be produced upon the minds of the
people, Mr Duncan saw the necessity of carrying the
minds of the people along with him, and of adopting
the most powerful means for making them feel and
take an interest in the concern. Unless the interest
1s felt, and powerfully felt, the operation of the
machinery will be feeble, and its effects trifling.
Novelty may give it some appearance of strength for
a time, but this will gradually decay.

In the first place, it was necessary that every cause
of obstruction should be removed. ¢ The prejudices
of the people should be carefully consuited: they

_should be treated even with delicacy; and the most

unreasonable scruples of the ignorant and suspicious
should, as far as possible, be obviated.” It is not
duly considered by the upper ranks of the popula-
tion, how inscparable from human nature are the sus-
picions of those who are weak, toward those who arc
strong; the suspicions of those who are liable to be
hurt, toward those who are capable ot hurting them.
And 1t is only the blindness of self-love, and our in-
attention to evils in which we are not called to parti-
cipate, that leave us ignorant of the actual grounds
in practice, whence, even in this country, the insti-
tutions of which are so much more favourable than
those of most other countries to the poor, the weak
have reason to dread .the interference of the strong.
So much for removing the causes of dislike. More
is necessary to create a positive, and still more to
raise an ardent attachment. The springs of human
nature must be skilfully touched. Mr Duncan knew
where to find them, and he looked to the means
which the circumstances of the case afforded for
placing them in action. * It may be observed in
aeneral,” he says, ¢ that in all those situations, vhere
it is practicable to assimilate the mode of manage-
ment to the scheme of Friendly Societics, the ad-
vantage to be derived from such a circumstance
ought not to be overlooked.”  If there were nothing
in the case but the actual existence of these societies,
and the favour with which the people regard them,
the importance of this advice would still be more
than considerable. But, says Mr Duncan, ¢ Un t}us
subject, it may be proper to attend to the following
' N
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remarks: Those who are at all acquainted with the
history of friendly societies, must be aware,_that they
owe much of their popularity to the interest excited
among the lower orders, by the share to which each
of the members is admitted in the management of the
institution. 'The love of power 1s inherent in the hu-
man mind, and the constitution of friendly societies
is calculated to gratify this natural feeling. The
members find, in the exercise of their functions, a
certain increase of personal consequence, which in-
terests their selt-love in the prosperity of the esta-
blishment. Besides, by thus having constantly be-
fore their eyes the operation of the scheme, in all its
details, they are more forcibly reminded of its advan-
tages ; and not only induced to make greater efforts
themselves for obtaining these advantages, but also
to persuade others to follow their example. Hence
it happens, that a great number of active and zealous
supporters of the institution are always to be found

amongst the members of a friendly society, who do
more for the success of the establishment than can

possibly be effected by the benevolent exertions of
individuals in a higher station.” |

For these reasuns Mr Duncan held it expedient
to give the contributors themselves a share in the
management of the institution; and that share was
well chosen. The contributors m a body were not
fit to be the acting parties; but they were fit to
choose those who should act for them. A general
meeting is held once a-year, consisting of all the
members who have made payments for six months,
and whose deposits amount to L.1. By this mcet-
ing are chosen the court of directors, the committee,
the treasurer, and the trustee, the functionaries to
whom the executive operations are confined. And
by this also are reviewed and controlled the trans-
actions of the past year, with power to reverse the
decistons of the committee and court of directors ;
to make new laws and regulations, or alter those
already made; and, in other respects, to provide for
the welfare of the institution. |

The power of choice is somewhat limited by the
qualifications required. The society consists of two
sorts of members, the ordinary, and the extraordina-

ry, and honorary. The general meetings have alone
the power of electing honorary members; but the

Bank Trustee, the Lord-Lieutenant and Vice-Lieute-
nant of the county, the Sheriff-depute and his substi-
tute, the members of Parlianent for the county and
burgh, the ministers of the parish, with certain
magistrates of the town, are hoporary members ex
officio ; and there arecertainregulated subscriptions or
donations, of no great amount, which constitute the
person paying them, ipso _facto, an extraordinary or

honorary member. Now, it is from this list of honorary-

and extraordinary members that the choice of func-
tionaries by the general meeting is anoually to be
made, provided a sufficient number of them should be
disposed to accept of the offices designed ; if not,
from such of the ordinary members as make deposits
to the amount of not less than L.2, 12s. in the year,
It is not fitting here to enter into the details of the
organization, or those of the executive arrangement.
It is sufficient to state, that deposits are received in

sums of- 4., bear interest at the amount of L. 1; and are

*

notice.

always payable, with compound interest, on a week's Banks for

Savisps,

It seems not to have been till 1814 that the pro- ™% Y

ject of savings banks made any farther progress in

Scotland. In that year, “ the Edinburgh Bank for
Savings was instituted,” says Mr Duncan, ¢ by a so-
cicty of gentlemen, of the first influence and respec-
tability ; who, from their enlightened labours in the
suppression of mendicity, and in the establishment of
a permanent provision for the poor, had already ac-
quired no trifling claim to the confidence and affec-
tion of the public, and particularly of the lower or-
ders.,”  In the constitution of this bank, the interfer-
ence was rejected of the depositers themselves ; who
were sinply requived to confide their money in the
hands of the gentlemen who undertook the manage-
ment of the institution. ¢ This circumstance,” says
Mr Duncan, “ has operated as a powerful obstruc-
tion to the success of the plaun. The truth of this
will appear in a very striking point of view, if we
contrast the progress of the scheme in Edinburgh
with that of the Ruthwell parish bank, or of those
institutions which are formed on a similar plan.”
And he then presents a statement of facts, which
fully support the position, and strongly illustrate
the importance of the principle on which the Ruth-
well institution was founded.

Mr Duncan, trom deference to the rentlemen who
made the decision for the Edinburgh bank, seems
willing to allow that a general meeting of all the con-
tributors, and 2 reservation to that mecting of cer-
tam apprepriate powers, useful and important as it is,
may, in great cities, such as Ldinburgh, be attended
with inconveniences which outweigh its advantages.
May not this, however, be a concession too casily
made ? It would, at least, be desirable to have good
reasons presented for the sacrifice of so great an ad-
vantage, before we consent to its being made. There
15 an obvious inconveniel}ce in assemblages of people,
of any description, when too large.  And if one
bank were to serve for the whole ot a great city, and
the contributors should amount to any considerable
part of the population, the assemblage would un-
doubtedly be too large. But this, under the circum-
stances in contemplation, would not be the case. To
accommodate the customers, there ought to be a
bank In every parish, or similar district. There
would be no greater inconvenience in calling toge-
ther the moderate number of contributors to such n
bank In a city, than in the country. The fact is
proved by the ample experience of friendly societies:
the members of which do actually meet much oftener
thanonce a-year, and devoid of many advantages which
the mixtureof personsof the upper classes would afford
to the association of a savings bank, If any central,
or general institution, to give unity and combination
to the operations of the different banks of a great
city, were found to be useful, it might be formed of

delegates chosen by the committees of the several

district or parochial banks; and thus, without any
ihconvenience that can be rationally contemplated,
all that fervent interest which is the natural effect of
giving the contributors themselves a part to act in

the formation and conduct of savings banks, would
be provided for and secured. In London itself,

J
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though extremely numerous, are annually called to-
gether for the election of committees and other ma-
nagers, ‘The society of Schools for All may be ad-
duced as a conspicuous example. And where is
the inconvenience that is ever found to result?

In the meantime, citurts were begun for the exten-
sion of the system in LEngland. In the year 1813, a

judicious and successful attempt was made by Dr

Haygarth for the establishment of a bank for savings
at Bath, where, sometime before, an institution, un-
der the name of a servant’s fund, had been formed on
nearly similar principles, at the suggestion of Lady
Isabella Douglas, sister of the Earl of Selkirk.

The circumstances of England were in several re-
spects much less favourable to any plan founded up-
on the savings of the poor than those of Scotland.
The disadvantages existing in England are justly
enumerated by Mr Duncan, under four heads ; 1st,
The character and habits of the people; 2dly, The
nature of the ecclesiastical establishment ; 8dly, The
system of poor laws; 4thly, The state of the bank-
ing business.

The first three are general, and the nature of the
obstruction which they afford in some degree obvi-
ous. The Hlustration of these here may therefore
be waved. The last, however, so intimately con-
cerns the operations of the banks for the poor, that it
requires a difference even in their constitution. It
i1s the practice of the banks of Scotland to allow in-
terest for the montes deposited with them; and so
perfect is the foundation on which some of them are
placed, that the security attached to the deposits
they receive, is equal to that of the Bank of Eng-
land itself. The operations of the economical bank
are here, therefore, simple in the highest degree, It
has only to vpen an account with one of these banks,
and pay to the contributors the interest received,
making such a deduction as the expences of the in-
stitution may require.

In England it is not customary for banks to allow
mnterest on the deposits which are made with them.
And where possibly interest might be obtained, the
security would not always be good. The savings
banks have no source whence interest can be de-
rived with the due easure of security, except the
public funds, DBut, with respect to them, a great
Inconvenience arises from the fluctuation of price.
What is desirable, above all .things, is such a
degree of simplicity and plainness in the transac-
tions, that the reasons of every thing may be visible
to the uninstructed minds of the people with whom
the mstitution has to deal. DBut this fluctuation in
the price of stock is an unavoidable source of com-
plication and obscurity., The money of one man
produces more, that ot another less, according to
the price of stock, at the time when his deposit is
made. When it is withdrawn, & sum is received,
greater or less than that which was put in, according
as the price of stock has risen or declined.

The plan upon which Dr Haygarth proceeded, in
the bank which his strenuous exertions were the
means of sctting on foot in Bath, was to make every
depositer. to the valuc of one or more pounds of
stock, a proprietor of stock to that amount, and en-
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title him to receive his dividends every'six months, Banks for

the same as those paid at the Bank of England, one
sixth being deducted for the cxpences of the insti-
tution, In the constitution of this bank, no part of
the managentent, and no control over 1t, were given
to the depositers. Certain trustees and managers
were constituted, with pewers of supplying vacan-
cics ; and the money of the depositers was vested In
the funds in the names of 2 certain portion of the
trusteces,

In the month of November 1815, a bank was pro-
jected for the town and vicinity of Southampton, to
which the zeal and influence of the Right Honour-
able George Roze in a great degree contributed.
In the formation of this institution, the model of the
Edinburgh bank was principally foliowed. It was
composed of a certain number of noblemen and
gentlemen, who formed themselves into an associa-
tion for banking the money of the poor; excluding
entirely the intervention of the depositers. It differ-
ed from the bank established at Dath, which gave
the depositers a proportion of the dividends, and left
them to the chance of gain or loss by the fluctuation
of the stock which their moncy had purchased; the
Southampton bank, though it vested the money in
government securities, undertook to pay a fixed in-
variable interest of 4 per cent. on each sum of 124,
6d.; and to repay the deposit when demanded, with-
out addition or diminution, The chance of any rise
or fall in the price of the funds, the bank, _in this
way, took upon itself. The Southampton, like the
Edinburgh bank, limited the amount of deposits
which it would receive from any one individual ; and
fixed the sum at L. 25. '

Some attempts were &lso made in London. A
bank was instituted, under the influence of Barber
Beaumont, Esq. in the parish of Covent-Garden. A
committee of the inhabitants of the parish, rated at
L.50 and upwards, together with the members of
the vestry, form one committee, and twenty-four of
the depositers, chosen by themselves, form another
committee, who jointly choose their agents, and con-
duct the business. The want of security in this plan
is an obvious objection ; .the money remaining in the
hands of certain individuals, in the character of trea-
surers, allowing interest at 5 per cent.

A bank was opened in Clerkenwell, another pa-
rish in the metropolis, on the 29th of January 1816,
chiefly through the instrumentality of Charles Tay-
lor, Esq., on a plau by which the depositers appoint
their directors, their committees of accounts, their
superintendents, &c. from their own number, and
thus conduct the business of the institution wholly
for themselves. The treasurcr is allowed to retain
to the amount of only L. 200, for which he gives se-
curity, and allows interest at 5 ger cent. for the sum
in his hands. The other funds are invested in govern-
ment securities.  The great defect in this otherwise
admirably constituted institution, scems to be the li-
miting the choice of managers and functionaries to
the depositers themselves. Why should the deposi-
ters deprive themselves of the advantage of choosing
a person who would be eminently usetul as a ma-
nager, though not of a rank of life to require the in-
stitution for his own use? If the depositcis have the

power of choosing, for the management, whom they

Savinge.
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please, depositers or not, they will have all that share
of action which is necessary to establish their confi-
dence and animate their zeal ; while, at the same time,
men of superior education and influence may be
joined with them, and prevent, by their wisdom and
authority, any error to which the business might be
otherwise exposed. As often as men of superior
education and fortune showed a disposition to render
themselves useful in the conduct of the Institution,
daily and universal experience prove how certainly
and gladly they would be chosen. In the meantime,
the prosperity of the Clerkenwell bank is a complete
proof of the safety with which that co-operation of
the contributors, the utility of which is so well de-
monstrated by Mr Duncan, may be employed m the
oreatest cities. Clerkenwell is a parish, a great part
of which is inhabited by some of the poorest people
in the metropolis; the establishment of the bank was
attended with nothing which was calculated to excite
any attention ; with advertisement scantily sufficient
to make it known in the district; yet on the 22d of
April, less than three months after the time of its in-
stitution, it had 157 depositers, and had received
L. 269, 11s. 6d.

These local and confined attempts in the metro-
polis were followed by others on alarger scale. Tie
Society for Bettering the Condition of the Poor took
measures for interesting a sufficient number of noble-
men and gentlemen to establish a grand Savings Bank,
or Provident Institution, which was deemed a pre-
ferable name, for the whole of the western half of the
metropolis. Several meetings of persons of high rank
and others were held during the month of March 1816.
The plan of the bank of Southampton, to pay a cer-
tain fixed rate of interest, and return the neat de-
posit on demand, was first proposed. This, with re-
gard to the facility of giving satisfaction to the con-
tributors, and avoiding all misconception on their
part, injurious to the prosperity of the institution, was
highly desirable. YHut, after a due consideration of
the danger to which the institution would, on this
plan, be exposed, in the event of any great depres-
sion of the price of stock, it was resolved to follow
the example of Dath; to render each depositer a
stockholder, and consequently himself liable to either
the profit or the loss which the fluctuation of stock
might nccasion. This institution was composed of
the noblemen and gentlemen by whom it was pro-
moted, who formed themselves into an association,
consisting of a president, vice-president, trustees, and
managers ; wholly excluding the co-operation of the
depositers, and all intervention or coutrol on their
part. This institution was opened in Panton Street,
Hay Market, on the 15th of April following; and an-
other, promoted by the principal gentlemen in the
city, and {ounded on similar principles, was soon af-
terwards opened in Bishopsgate Street, for the eastern
half of the metropolis.

Of the bank for the western division of the metro-
polis, a particular account has been published by
Joseph Hume, Esq. one of the managers, which de-
serves-attention, as containing a valuable set of prac-
tical rules for the detail of the business, according to
the principles on which that institution is founded ;
and, above all, as containing the description of a sys-

tem of Book-Keeping, admirably adapted to the pur-
pose of savings banks in general, and of which that
gentleman himself was the principal contriver.

By Mr Hume and Dr Haygarth, we see that the term
Provident Institution is applied as the name of those
assoclations which have it for their object to enable
the poor to place their money in the stocks. The
term Bank, whether called a Savings Bank or a
Frugalitv Bank, they would confine to these mstitu-
tions which pay a fixed interest, and return the neat
deposit. The term Bank, however, is cqually appli-
cable to both, and the best denomination they can
receive, Some adjunct is wanted to distinguish this
from other species of banks, and no good one has yet
been found. Neither Frugality nor Sewings is dis-
tinctive ; every bank 1s a frugality bank. = Poor’s
Bank would be the best, but for one conciusive ob-
jection, that it is humiliating, and in common accep-
tation disparaging,

As government sccurities aflord in Englind the
only expedient, attended with safety, for employing
the deposits of the poor ; but as thesc securities are,
at the same time, attended with the great inconve-
nience of fluctuation, and require the transmission of
the money to and from the metropoiis, of which the
inconvenience would often be considerable; Mr Hume
is of opinion, that the powers of government should
be employed for the removal of these two inconve-
niences, which would merely afford to banks for the
poor in England those advantages which they already
enjoy in Scotland, from the admirable state of the
banking busincss. The eftects might be accomplished
by the payment of the money to the receiver of each
county, and by the receipt from him of the proper re-
turns. ‘This would no otherwise change the nature
of the transaction, than that the money would thus
be lent to government in a way extremely convenient
to the poor, while, by purchase into the public stocks,
it is still Ient to government, but in a way far from
convenient to that class of the people.

There may be, and there are, solid objections to
the rendering any great portion of the people thc
creditors of government, as being unfavourable to
that independence of the people on the governinent,
on which all security for good government depends ;
but if the people are to be rendered the creditors of
government, there can be no objection tu them
being rendered so in a way convenient to themselves,
rather than in a way which 1s the contrarv.  And if
there is no other security but that of government to
which the banks for the poor can have recourse, we
are reduced to the alternative of cither having no
banks for the poor at all, or lending the moncy to
government. It will occur to some persons, that it
might be lent to the parishes on the security of the
poor-rate. Dut to those who contemplate the aboli-
tion of the poor-rate, this will not appear desirable
as a permanent expedient. If counties were mana-
ged according to their ancient constitution,.the best
plan might be, to lend 1t to the counties, on the se-
curity of the county rate. But even in this case, it
could not be lent without admitting a prodigious
evil, the principle of county debts.

No mention has been made of the plan of My
Daron Mazeres, in the account which has been ren-
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panks for dered of the successive steps by which the business
Saving$  of savings banks hds been brought to its present
BnurllloCk- state ; because it was not cancewgd that this pl;'m
vurne COrTesponded to the idea of a savings bank. - It is,
=~~~ however, necessary to he described, because it is not
Impossible that some of the ideas realized in savings

banks may have been derived from it.  The plan

of Baron Mazeres was a proposal for establishing
life-annuities in parishes, for the benefit of the in-
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gradually ; and that these annuities should be con- Banks for
vertible into other forms of benefit, suitable to the """’“:‘g‘
exigencies of each individual. | Ban:lio k.
With regard to the best model of a savings bank, burn,
there is nothing of much importance which remains <=~/
to be said. The great difficulty consisted in the ori- General
ginal idea. When that was fully framed, every thing .lf”l?s for
else suggested itself, without the smallest diﬂiculty.ufn EFILZE

Two things were immediately seen to be funda- ganys.

dustrious poor. It was published In 1772, accom-
panied with the suggestion of certain alterations by
the celebrated Dr Price. It was recommended to
the nation to obtain a law, for enabling the parish
officers in Lingland to grant, upon purchase, to the
labouring inhabitants life-annuities, te be paid out of
the parish rates. The measure met with support
from some of the most distinguished characters of the
time, and a bill was hrought into the House of Com-
mons by Mr Dowdswell, under the auspices of Mr
Burke, Sir (3. Savile, Lord John Cavendish, Mr Dun-
ning, Mr Thomas Townshend, and others, for carry-
ing it into cltect,  The plan received the sanction of
the Commons, the bill was passed, and carried to the
House of Lords.  Tere it was not equally fortunate ;
it was not even permitted to come to a second read-
ing.  One cannot concelve any very good reason for
throwmg it out: because, if it produced any eftects,
they could not be evil. The defect of the project
appears to consist in this, that it was not calculated
to produce eftects at all: it involved in itself an ob-
struction fatal to its operations. To purchase these
annuities a sum of money, large to the purchaser,
was demanded all at once. How was he to possess
it 7 Whence was he to obtain it? The means were
almost universally wanting, and likely to continue so.

It i1s worth while to mention, that a savings bank] en-
titled Le¢ Burcan d' FEconomie, was established by law
at Paris, in one of the first years of the Irench revo-
Iution, and 1t was m existence till a late period, per-
haps is to the present.  The account of it which we
have seen, is in the Adrchives of Useful Know-
{cdge, published in Philadelphia, where a bank of
industry was lately established.  Mr Bentham's plan
of a fruealitly bank, added to this scheme two 1m-
portant amendments, which at once brought it with-
m the range of practicability, and enlarged the
bounds of its usefulness. He proposed that the people
should purchase life-annuities, by sums deposited

mental: In the first place, security for the funds: In
the second place, the zeal of the people. The best
general instructton which can be given to those who
have institutions to form, is to set these two objects
before them, as the ends which they have to pursue;
and to adopt the means, which, in the peculiar cir-
cumistances of each case, promise to be most effec-
tual mm attaining them. 1. With regard to secvrity,
the course appears to be abundantly plain. There
is perfect security with many other advautages in the
great banks in Scotland, which of course should be
universally employed. In England, there is no re-
source but government security, to which, as at pre-
sent existing, several inconveniences are attached.
2. With regard to the excitation of that degree of
fervent interest among the people, which is neces-
sary for the production of any considerable effects,
all persons will not have their minds equally open to
conviction. Yet the means appear to be abundantly
certain and clear; let the contributors, in annual
meetings, choose their own office-bearers, not limit-
ing the choice to their own body ; and let the people
of weight and character inthe district, not only show
their readiness, but their desire to be chosen. This is
the general idea ; it may be modified into a variety
of forms, according to the circumstances of different
places; circumstances to which matters of detail
ought as much as possible to conform. It is an ap.
pendage to this principle, that the numbers, hence
the district, should not be large, which a single bank
1s destined to serve. This appears to be expedient,
or rather indispensable, on other accounts; to facili-
tate access to the customer; to prevent loss of time
by attendance, if numbers should be liable to repair
to the same office at the same time; and to render
practicable, by division, the otherwise unpracticable
amount of labour, which, if the great majority of the
people should bring deposits, the management of them
will create. (FF.

—— y— -

BANNOCKBURN, a rivulet in the county of Stir-
ling, celebrated for a battle fought on its banks in the
carlier part of the fourteenth century,  As no cor-
rect detatls of tius battle have been given in the body
of the work, 1t becomves necessary to supply that de-
fect in this place.

The failure ot the royal line of Scotland, by direct
descent. in the grand-daughtor of Alexander I11. who
died m the year 1200, excited a competition among
scveral powerful nobles for the crown.  But deciding
their respective rights by the sword would have de-
luged the kingdom with blood; nor were the finan-
ces of any n that condition which could enable them
to mamntain an arduous and protracted contest.  The
claims of all were, therefore, by common consent, sub-

mitted to Edward L of England, a warlike and politic
prince, who, having heard them patiently, with due so-
leninity adjudged the throne to John Baliel. Edward,
though without apparent partiality, had not lost sight
of his own interest; but the truth was soon betraved,:
that he wished to render Scotland an appanage of
England, could it have been effected.  The right of
superiority was asserted, acknowledged. and then re-
sisted : but Edward had power m his hands, and the
abdication of Baliol followed a short and troubled
reign.  That monarch now openly avowed his design
of subjugating Scotland, which he affected to consider
orly as a fief of his kingdom. Some patriots arose
in the course of an interregnum ; but their co-opera-
tion being gencrally disturbed by jealousies among
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