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THE NATURE AND CAUSES OF

coin ought to contain, but to that which, upon an average, it
is found by experience, it actually does contain,

By the money price of goods, it is to be obferved, T underftand
always the quantity of pure gold or filver for which they are fold,
without any regard to the denomination of the coin. Six flullings
and eight-pence, for example, in the time of Edward L. I confider
as the fame money price with a pound fterling in the prefent times;
becaufe it contained as nearly as we can judge the fame quantity of
pure filver,

A . VI

Of the component Parts of the Price of Commodities.

N that early and rude ftate of fociety which preceeds both the

accumulation of ftock and the appropriation of land, the pro=
portion between the quantities of labour neceflary for acquiring
different objects feems to be the only circumfitance which can afford
any rule for exchanging them for one another. If among a nation
of hunters, for example, it ufually cofts twice the labour to kill a
beaver which it does to kill a deer, one beaver (hould naturally
exchange for or be worth two deer. It is natural that what is
ufually the produce of two days or two hours labour fhould be

worth double of what is ufually the produce of one day’s or one
hour's labour.

Ir the one fpecies of labour fhould be more fevere than the other,
fome allowance will naturally be made for this fuperior hardfhip;
and
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and the produce of one hour’s labour in the one way may frequently € I\I fl P.

exchange for that of two hours labour in the other.

Ok if the one fpecies of labour requires an uncommon degree
of dexterity and ingenuity, the efteem which men have for fuch
talents, will naturally give a value to their produce, fuperior to
what would be due to the time employed about it. Such talents
can feldom be acquired but in confequence of long application,
and the fuperior value of their produce may frequently be no more
than a reafonable compenfation for the time and labour which
muft be fpent in acquiring them. In the advanced ftate of fociety,
allowances of this kind, for fuperior hardfhip and fuperior 4kill,
are commonly-made in the wages of labour; and fomething of the
fame kind muft probably have taken placeinits earlieft and rudeft
period.

In thisftate of things.the quantity of labour commonly employed
in acquiring or producing any commodity, is the only circum-
ftance which can regulate the quantity of labour which it ought
commonly to purchafe, command, or exchange for.

As foon as ftock has accumulated-in the chands of particular
perfons, fome of them will naturally employ it in feiting to wouk
induftrious people, whom -they will fupply with materials and
fubfiftence, in order to make a profit by the fale of their work,
or by what their labour adds.to;the value of the materials. In ex-
changing the complete manufacture either for money, for labour,
or for other goods, over and above what may be fufficient to pay
the price of the materials, and the wages of the workmen, fome-
thing muft be given for the profits of the undertaker of ‘the work
who hazards his ftock in this adventure. The value which the
workmen add to the materials, therefore, refolves itfelf in this

VoL. L. I cafe
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BOOK cafeintotwo parts, of which the one pays their wages, the other tlie
a..-—E.J---.J profits of their employer upon the whole ftock of materials and
wages which he advanced. He could have no intereft to employ
them, unlefs he expeted from the fale of their work fomething
more than what was fufiicient to replace his ftock to him; and he
could have no intereft to employ a great ftock rather than a fmall

I one, unlefs his profits were to bear fome proportion to the extent
of his ftock.

Tae profits of ftock, it may perhaps be thought, are onlya
different name for the wages of a particular fort of labour, tlie
labour of infpetion and diretion.  They are, however, altogether
different, are regulated by quite different principles, and bear no
proportion to the quantity, the hardfhip, or the ingenuity of this
fuppofed labour of infpeftion and dire€tion. They are regulated
altogether by the value of the ftock employed, and are greater or
{maller in proportion to the extent of this ftock. Let us fuppofe,
for example, that in fome particular place, where the common
annual profits of manufalturing ftock are ten per cent. there are
two different manufaltures, in each of which twenty workmen are
employed at the rate of fifteen pounds a year each, or at the ex-
pence of three hundred a year in each manufaétory. Let us {up-
pofe too, that the coarfe materials annually wrought up n. the
one coft only feven hundred pounds, while the finer materials in
the other coft feven thoufand. The capital annually employed in the
one will in this cafe amount only to one thoufand pounds; whereas
that employed in the other will amount to feven thoufand three
hundred pounds. At the rate of ten per cent. therefore; the un-
dertaker of the one will expeét an yearly profit of about one
hundred pounds only; while that of the other will expect about
feven hundred and thirty pounds. But though their profits are fo
very different, their labour of indpection and direftion may be
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THE WEALTH OF NATIONS.

either altogether or very nearly the fame. In many great works,
almoft the whole labour of this kind is frequently committed to
fome principal clerk. His wages properly exprefs the value of
this labour of infpettion and direction. Though in fettling them
fome regard 1s had commenly, neot only to his labour and fkill,
but to the truft which is repofed in him, yet they never bear any
regular proportion to the capital of which he overfees the manage-
ment; and the owner of this capital, though he is thus difcharged
of almoft all labour, ftill expeéts that his profits fhould bear a
regular proportion to it. In the price of commodities, there-
fore, the profits of ftock are a fource of value altogether different
from the wages of labour, and regulated by quite different prin=
ciples.

In this ftate of things, therefore, the quantity of labour com-
monly employed in acquiring or producing any commodity, is by
no means the only circumftance which can regulate the quantity
which it ought commonly to purchafe, command, or exchange for.
An additional quantity, it is evident, muft be due for the profits
of the ftock which advanced the wages and furnifhed the materials
of that labour.

As foon as the land of any country has all become private pro-
perty, the landlords, like all other men, love to reap where they
never fowed, and demand a rent even for its natural produce. The
wood of the foreft, the grafs of the field, and all the natural fruits
of the earth, which, when land was in comnion, coft only the
trouble of gathering them, come to have an additional price fixed
apon them. Men muft then pay for the licence to gather them;
and in exchanging them either for money, for labour, or for other
goods, over and above what 1s due, both for the labour of ga-
thering them, and for the profits of the ftock which employs that

=3 labour,
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THE NATURE AND CAUSES OF

BOOK labour, fome allowance muft be made for the price of the licence,
e which conftitutes the firft rent of land. In the price, therefore,

of the greater part of commodities the rent of land comes in
this manner to conftitute a third fource of value,

In this ftate of things, neither the quantity of labour commonly
employed in acquiring or producing any commodity, nor the pro-
fits of the ftock which advanced the wages and furnifhed the ma-
tetials of that labour, are the only circumitances which can regulate
the quantity of labour which it ought commonly to purchafe,
command, or exchange for. A third circumftance muft Likewile
b taken into confideration ; the rent of theland ; and the commo-
dity muft . commonly purchafe, command, or exchange for, an
additional quantity of labour, in order to enable the perfon who
brings it to market to pay this rent.

Tae real value of all the different component parts of price is
=0 this manner meafured by the quantity of labour which they can;
each of them, pm‘chaﬂ: or command. Labour meafures the value
not only of that part of price which refolves itfelf into labour, but
of that which refolves itfelf into rent, and of that which refolves
itfelf into profit.

In every fociety the price of every commodity finally refolves
“tfelf into fome one or other, or all of thofe three parts; and in
every improved fociety, all the three enter more or lefs, as compo-
nent parts, into the price of the far greater part of commodities.

I the price of corn, for example; one part pays the rent of the
lanidlord, another pays the wages or maintenance of the labourers
and labouring cattle employed in producing it, and the third pays
the profit of the farmer. Thefe three parts feem cither lmme-

5 diately
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diately or ultimately to make up the whole price of corn. A fourth
part it may perhaps be thought, is neceflary for replacing the ftock
of the farmer, or for compenfating the tear and wear of his la~
bouring cattle, and other inftruments of hufbandry. But it muft
be confidered that the price of any inftrument of hufbandry, fuch
as a labouring horfe, is itfelf made up of the fame three parts; the
rent of theland upon which heis reared, the labour of tendin g and
rearing him, and the profits of the farmer who advances both the
rent of this land, and the wages of this labour. Though the price
of the corn, therefore, may pay the price as well as the mainte-
nance of the horfe, the whole price ftill refolves itfelf either im-
mediately or ultimately into the fame three parts of rent, labour,
and profit.

In the price of flour or mcal, we nfuft add to the price of
the corn, the pmilts of the miller, and the wagses of his fer-
vants; in the priceé of bread, the profits of the baker, and the
wages of his fervants; and in the price of both, the labour of
tranfporting the corn from the houfe of the farmer to that of
the miller, and from that of the miller to that of the baker, to-
gether with the profits of thofe who advance the wages of that
labour.

Tz price of flax refolves itfelf into the fame three parts as that
of com. In the price of linen we muft add to this price the
wages of the flax-drefier, of the fpinner, of the weaver, of the
bleacher, &c. together w .th the profits of their refpective em-
ployers.

As any ,.:...‘L.l r commodity comes to be more manufattured,
that part of the price which refolves itfelf into wages and profit,
comes to be greater in propertion to that which refolves itielf into

rent,
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UUE“ K rent. In the progrefs of the manufacture, not only the number
w—— of profits increafe, but every fubfequent profit is greater than the

o’

ways be greater. The capital which employs the weavers, for

foregoing; becaufe the -capital from which it is derived muft al-

example, muft be greater than that which employs the fpinners;
becaufe it not only replaces that capital with its profits, but pays,
| befides, the wages of the weavers; and the profits muft always

bear fome proportion to the capital.

Ix the moft improved focieties, however, there are always a
few commadities of which the price refolves itlelf into two parts
only, the wages of labour, and the profits of ftock; and a fhill

finaller number in which it confifts altogether in the wages of
labour., In the price of fea-filh, for example, one part pays the
labour of the fithermen, and the other the profits of the capital
employed in. the fithery. Rent very feldom makes any part of it,
though it does fometimes, as I fhall thew hereafter. [t is other-
wife, at leaft through the greater part of Europe, in river hiheries.
A falmon filhery pays a rent, agd rent, though it cannot well be
called the rent of land, makes a part of the price of a falmon
as well as wages and profit. In fome parts of Scotland a few poor
g,

people make a trade of gathering, along the fea {hore,. thofe little
variezated {tones commonly known by the name of Scotch Pebbles,

The price which is paid to them by the ftone-cutter is altogether
il the wages of their labour; neither rent nor profit make any part

of 1t.

i Bur the whole price of every commedity muft ftill finally re-
folve itfelf into fome one or other or all of thofe three parts; as
B Hlasil | whatever part of it remains after paying the rent of the land, and
Tl s the price of the whole labour employed in raifing, manufacturing,
and bringing it to market, muft neceffarily be profit to fomebody.

As

rd




THE WEALTH OF NATIONS.

As the price or exchangeable value of every particular commo-
dity, taken feparately, refolves itfelf into fome one or other or all
of thofe three parts ; fo that of all the commodities which compole
the whole annual produce of the labour of every country, taken
complexly, muft refolve itfelf into the fame three patts, and be
parcelled out among different inhabitants of the country, either
as the wages of their labour, tlie profits of their ftoek, or the rent
of their land. 'Fhe whole of what is annually either collefled or
produced by the labour of every fociety, or what comes to the fame
thing, the whole price of it, is in this manner originally diftributed
among fome of its different members. Wages; profit, and rent,
are the three original fources of all revenue as well as of all ex-
changeable value, All other revenue is ultimately derived  from
fome one or other of thefe.

Waoever derives his revenue from a fund which is his own,
muft draw it either from his labour, from his ftock, ot from his
land. The revenue derived from labour is called wages. That de-
rived from ftock, by the perfon who manages or employs it, is
called profit. ‘That derived from it by the perfon who dees not
employ it himfelf, but lends it to another, is called the intereft or
the ufe of money. It is the compen{ition which the borrower pays
to the lender, for the profit which he has an opportunity of making
by the ufe of the money. Part of that profit naturally belongs to
the borrower, who runs the rilk and takes the trouble of employing
it; and part to the lender, who affords him the opportunity of
making this profit. ‘The intereft of money is always a derivative
revenue, which, 1f it 1s not paid from the profiit which is made by
the ufe of the money, muft be paid from fome other fource of
revenue, unlefs perhaps the borrower i1s a {pendthrift, who eon-
tracts a fecond debt in order to pay the intereft of the firlh The
revenue which proceeds. altogether from Jand, is called rent, and

belon ge.
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BOOK belongs to the landlord. The revenue of the farmer is derived
o ) partly from his labour, and partly from his ftock. T him, land
is only the inftrument which enables him to earn the wages of this
labour, and to make the profits of this flock. All taxes, and all
the revenue which is founded upon them, all falanies, penfions,

and annuities of every kind, are ultimately derived from fome one

' or other of thofe three original fources of revenue, and are paid
| either immediately or mediately from the wages of labour, the
proﬁts of ftock, or the rent of land,

Waen thofe three different forts of revenue belong to different
perfons, they are readily diftinguifhed; but when they belong to
i - L= - - :
the fame they are fometimes confounded with one another, at lealt

in common language.

A cenTLEMAN who farms apart of his own eftate, after paying
the expence of cultivation, fhould gain both the rent of the land-
lord and the pmﬁt of the farmer. He is apt to denominate, how-
ever, his whole gain, profit, and thus confounds rent with profit,

at leaft in common language. The greater part of our North

American and Weit Indian planters are in this fituation. They
farm, the greater part of them, their own eftates, and accordingly
we feldom hear of the rent of a plantation, but frequently of its
profit.

Common farmers feldom employ any overfeer to direCt the
general operations of -the farm. They generally too work a good
deal with thewr own hands, as ploughmen, harrowers, &¢. What
remains of the crop after paying the rent, therefore, fhould not

| only replace to them their ftock employed in cultivation, together
with its ordinary profits, but pay them the wages which are due
to them, both as labourers and overleers. Whatever remains,

liowever,
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however, after paying the rent and keeping up the ftock, is called € H{k P,
profit. But wages evidently make a part of it. The farmer, by ey

faving thefe wages, muft neceflarily gain them. Wages, therefore,
are in this cafe confounded with profit.

Ax independent manufacturer, who has ftock enough both to
purchafe materials and to maintain himfelf till he can carry his
work to market, fhould gain both the wages of a journeyman, who
works under a mafter, and the profit which that mafter makes by
the fale of his work. His whole gains, however, are commonly
called profit, and wages are, in this cafe too, confounded with
profit.

A carpener who cultivates his own garden with his own
hands, unites in his own perfon the three different characters, of
landlord, farmer, and labourer. His produce, therefore, fhould
pay him the rent of the firft, the profit of the fecond, and the
wages of the third. The whole, however, 1s commonly confidered
as the earnings of his labour. Both rent and profit are, in this
cale, confounded with wages.

As in a civilized country there are but few commodities of which
the ‘exchangeable value arifes from labour only, rent and profit
contributing largely to that of the far greater part of them, fo the
annual produce of its labour will always be fufficient to purchafe
or command a much greater quantity of labour than what was em-
ployed in raifing, preparing,.and bringing that producg to market.
If the fociety was annually to employ all the labour which it can
annually purchafe, as the quantity of labour would increafe greatly
every year, fo the produce of every fucceeding year would be of vaftly
greater value than that of the foregoing. But there is no country
in which the whole annual produce is employed in maintaining the

Vioral, K induftrious.
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