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THE NATURE AND CAUSES

CHEE AP
Of the Diuvifien of Stock.

HEN the ftock which a man poffefies is no more than

fufficient to maintain him for a few days or a few weeks,
he feldom thinks of deriving any revenue from it. IHe confumes it
as {paringly as he can, and endeavours by his labour to acquire
fomething which may fupply its place before it be confumed alto-
gether. His revenue is, in this cafe, derived from his labour
only. This is the ftate of the greater part of the labouring poor
in all countries.

Bur when he poflefles ftock fufficient to maintain him for
months or years, he naturally endeavours to derive a revenue from
the greater pavt of it; referving only fo much for his immediate
confumption as may maintain him till this revenue begins to come
in. His whole ftock, therefore, is diftinguifhed into two parts.
That part which, he expetts, is to afford him this revenue 1s called
his capital. The other is that which {fupplies his 1mmediate con-
fumption ; and which confifts either, firft, in that portion of his
whole ftock which was originally referved for this purpofe; or,
fecondly, in his revenue, from whatever fource derived, as it gra-
dually comes in ; or, thirdly, in fuch things as had been purchafed
by either of thefe in former years, and which are not yet entirely
confumed ; fuch as a ftock of cloaths, houfhold furniture, and the
like. In one, or other, or all of thefe three articles, confilts the
ftock which men commonly referve for their own immediate con-
fumption.

7
THERE




THE WEALTH OF NATIONS.

Turre ate two different ways in which a capital may be em-

ployed fo as to yicld a revenue or profit to its L'mpluym'.

FirsT, it may be employed in raifing, manufacturing, or pur-
chafing goods, and felling them again with a profit. The capital
employed in this manner yields no revenue or profit to its employer,
while it either remains in his pofleflion or continues in the fame
fhape. The goods of the merchant yield him no revenue or profit
till he fells them for money, and the money yields him as little till
it is again exchanged for goods. His capital 1s continually going
from him in one fhape, and 1'{;tulﬂing to him in another, and it 1s
only by means of fuch circulation or fucceflive exchanges that jt
can yield him any profit. Such capitals, therefore, may very
properly be called circulating capitals.

SEcoNDLY, it may be employed in the improvement of land,
in_the purchafe of uleful machines and inftruments of trade, or
in fuch-like things as yield a revenue or profit without changing
mafters or circulating any further. Such capitals, therefore, may

very properly be called fixed capitals.
4,

DiFFERENT ocCcupations require very different proportions be-

tween the fixed and circulating capitals employed in them.
o I o

Tue capital of a merchant, for example, 1s altogether a circu-
lating capital. He has occafion for no machines or inftruments

of trade, unlefs his thop or warehoufe be confidered as fuch.

Some part of the capital of every mafter artificer or manufac-
turer muft be fixred in the inftruments of his trade. This part,
however, is very fmall in fome, and very great in others. A malter

B taylor
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taylor requires no other inftruments of trade but a parcel of needles.
Thofe of the mafter fhoemaker are a little, though but a very
little, more expenfive. Thofe of the weaver rife a good deal above
thofe of the fhoemaker. The far greater part of the capital of
all fuch mafter artificers, however, is circulated cither in the wages
of their workmen, or in the price of their materials, and repaid with
a profit by the price of the work.

In other works a much greater fixed capital is required. In a
great iron-work, for example, the furnace for melting the ore,
the forge, the {litt-mill, are inftruments of trade which cannet be
ereCted without a very pgreat expence. In coal-works and mines
of every kind, the machinery neceffary both for drawing out the
water and. for other purpofes, is frequently fhill more expenfive.

Tuart part of the capital of the farmer which is employed in
the inftruments of agriculture is a fixed ; that which is employed
in the wages and maintenance of his labouring fervants, is a circu-
lating capital. He makesa profit of the one by keeping it in his
own pofleffion, and of the other by parting with it. ‘The price or
value of his labouring cattle is a fixed capital in: the fame manner
as that of the inftruments of hufbandry: Their maintenance is a
circulating capital in the fame manner as that of the labouring
fervants, The farmer makes his profit by keeping the labouring
cattle, and by parting with their maintenance: - Both the price and
the maintemrance of the cattle which are bought in and. fattened,
not for labour, but for fale, are a circulating capital, The farmer
makes his profit by parting with them. A flock of fheep or a herd
of cattle that, in a breeding country, is bought in, neither for
labour nor for fale, but in order to make a profit by their wool,
by their milk, and by their increafe, is a fixed capital.. The profit
is made by keeping them. Their maintenance is a circulating
capital.
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¢apital. - The profit is made by parting with it; and it comes
back with both its own profit, and the profit upon the whole price
of the cattle, in the price of the wool, the milk, and the increafe.
The whole value of the feed too is properly a fixed capital. Tho’
it goes backwards and forwards between the ground and the granary,
1t never changes mafters, and therefore does not properly circulate,
The farmer makes his profit, not by its fale, but by its increafe.

Tue general ftock of any country or fociety is the fame with
that of all its inhabitants or members, and therefore naturally
divides itfelf into the fame three portions, each of which has a dif-
tin¢t function or office.

Tue Firlt, 1s that portion which is referved for immediate con-
fumption, and of which the charafteriftick is, that it affords no
revenue or profit. It confifts in the ftock of food, cloaths, houl-
hold furniture, &c. which have been purchafed by their proper
confumers, but which are not yet entirely confumed. The whole
ftock of mere dwelling houfes too fubfifting at any one time in the
country, make a part of this firt portion. The ftock that is laid
out in a houfe, if it is to be the'dwelling houfe of the proprictor,
ceafes from that moment to ferve in the funétion of a capital, or to
afford any revenue to its owner. A dwelling houfe, as fuch, con-
tributes nothing to the revenue of its inhabitant; and though it
15, no doubt, extremely ufeful to him, it is as his cloaths and
houfhold furniture are ufeful to him, which, however, make
part of his expence, and not of his revenue. Ifitis to be lett to
a tenant for rent, as the houfe itfelf can produce nothing, the
tenant muft always pay the rent out of fome other revenue which
he derives cither from labour, orftock, or land. Thougha houle,
therefore, may yield a revenue to its. proprietor, and thereby ferve
m the function of a capital to him, it cannot yield any to the
publick,
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Sane K publick, nor ferve in the funétion of a capital to it, and the revenue

w—— of the whole body of the people can never be in the fmalleft degree

increafed by it. Cloaths, and houfhold furniture, in the fame
manner, fometimes yield a revenue, and thereby ferve in the func-
tion of a capital to particular perfons. In countries where maf-
querades are common, it is a trade to lett out mafquerade drefles
for a night. Upholfterers frequently lett furniture by the month
or by the year. Undertakers lett the furniture of funerals by the
day and by the week. Many people lett furnifhed houfes, and get
a rent, not only for the ufe of the houfe, but for that of the fur-
miture. ‘The revenue, however, which is derived from fuch things,
muft always be ultimately drawn from fome other fource of reve-
nue. Of all parts of the ftock, either of an individual, or of a
fociety, referved for immediate confumption, what is laid out in
houfes is moft flowly confumed. A flock of cloaths may laft
foveral years: a frock of furniture half a century or a century:
but a ftock of houfes, well built and properly taken care of, may
{aft many centuries, Though the period of their total confump-
tion, however, is more diltant, they are ftill as really a ftock re-
ferved for immediate confumption as either cloaths, or houfhold

furniture.

Tus Second of the three portions into which the general ftock
of the fociety divides itfelf, is the fixed capital; of which the cha-
racteriftick is, that it affords a revenue or profit without circulating
or changing mafters. It confifts chiefly of the four following

articles :

FirsT, of all ufeful machines and inftruments of trade which

facilitate and abridge labour :

Spconpry, of all thofe profitable buildings which "are the
means of procuring a revenue, not only to their proprictor who
letts

——
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letts them for a rent, but to the perfon who poflefles them and CHAP.

pays that rent for them; fuch as fhops, warehoufes, workhoufes, ‘—y—

farmhoufes, with all their neceffary buildings, ftables, granaries,
&c. Thefe are very different from mere dwelling houfes. They
are a fort of inftruments of trade, and may be confidered in the
fame light :

Tuirpry, of the improvements of land, of what has been
profitably laid out in clearing, draining, enclofing, manuring, and
reducing it into the condition moft proper for tillage and culture.
An ]r'L]':lr.}hti farm may very juftly be regarded in the fame light
as thofe ufeful machines which facilitate and abridge labour, and
by means of which, an equal circulating capital can afford a much
greater revenue to its employer. An improved farm is equally
advantageous and more durable than any of thofe machines, fre-
quent ly requ iring no other repairs than the moft profitable applica-

tion of the ‘I:1:':.1:_-=_' s capital employed in cultivating it :

FourTHLY, of the acquired and ufeful abilities of all the inha-
bitants or members of the [ociety. The acquifition of fuch :.n.-;-1*.1'.~‘-,
by the maintenance of the acquirer during his education, ftudy, or
apprenticefhip, always cofts a real expemce, which is a capital
fixed and realized, as it were, 511 his p:!'ii:'a Thofe talents, as

that of the

-
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they make a part of his fortune, o do they likewife of
fociety to which he belongs. 1 it ':;.1.-'-;-1.';.’. dexterity of a work-

man may be confidered in the fame light as ¢

ment of trade which facilitates and _abridges labour, anc
though it cofts a certain expence, repays that expence with a
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Tae Third and laft of the three portions into w hich the general

tack of the fociety naturally divides itfelf, ':: the CHEL]IL:T.“IH capital;
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of which the charaferiftick is, that it affords a revenue only by
circulating or changing mafters. It is compofed likewile of four

Parfs .

First, of the money by means of which all the other three are
circulated and diftributed to their proper ufers and confumers :

SgconnrLy, of the ftock of provifions which are in the pof-
feffion of the butcher, the grazier, the farmer, the corn-merchant,
the brewer, &c. and from the fale of which they expelt to derive
a profit:

THIirRDLY, of the materials, whether altogether rude, or more
or lefs manufattured, of cloaths, furniture, and building, which
are not yet made up into any of thofe three fhapes, but which
remain in the hands of the growers, the manufaturers, the mercers
and drapers, the timber-merchants, the carpenters and joiners, the
brickmakers, &c.

FovrTury, and laftly, of the work which is made up and
compleated, but which is ftill in the hands of the merchant or
manufacturer, and not yet difpofed of or diftributed to the proper
ufers and confumers ; fuch as the finithed work which we fre-
quently find ready made in the fhops of the fmith, the cabinet-
maker, the goldfmith, the jeweller, the china-merchant, &c. The
circulating capital confifls, in this manner, of the provifions, ma-
terials, and finithed work of all kinds that are in the hands of their
refpective dealers, and of the money that is neceffary for circulating
and diftributing them to thofe who are finally to ufe or to confume
them.

Or
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Or thefe four parts three, provifions, materidls, and finifhed

I i L aes
work, are, either annually, or in a longer or {:rram,' peried, regu-
larly withdrawn from it, and placed either in the fiked ¢ ipital or
in the ftock referved for immediate confumption.

Every fixed capital is both originally derived from, and requires

to be continually fl'_m.-ﬂ;'l'::i by a circulating capital. All ufeful
m '.-a;f::.:':t:-'. and mitruments of trade are originally derived from a
circulating capital, which furnifhes the materials of which they are
made, d[l(l the maintenance of the workmen who make them.
‘They require too a capital of the fame kind to keep them in con-

']
{

ICanc L'."ii':';li‘.

No fixed capital can yield any revenue but by means of a circu-
lating capital. 'The moft ufeful machines and inftruments of trade
will produce nothing without the circulating capital which affords
he materials they are employed ulnm, a 1L1 the maintenance of the
-..ILEIEE'! who employ them, Land, however improved, will
vield no revenue without a cll'c:ul:-:tmg capital, which maintains the

labourers who cultivate and colleét its produce.

To maintain and augment the ftock which may be referved for
immediate confumption, is the fole end and purpofe both of the
fixed and circulating capitals. It is this ftock which feeds, cloaths,
and lodges the people. Their riches or poverty depends upon the
abundant or fparing fupplies which thofe two capitals can afford to
the ftock referved for immediate confumption.

So great a part of the circulating capital being continually with-
drawn from it in order to be placed in the other two branches of
the general {tock of the fociety, it muft in its turn require continual

Vor, L. G fupplies,
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i U K fapplies, without which it would foon ceafe to exift. Thefe fip-
s...-—,r--.: plics are principally drawn from three fources, the produce of land,

of mines, and of fitheries. Thefe afford continual {fupplies of pro-
vifions and materials, of which part is afterwards wrought up into
finithed work, and by which are replaced the provifions, mate-
rials, and finithed work continually withdrawn from the circulating
capital. From mines too is drawn what 1s neceflary for maintain-
ing and augmenting that part of it which confifts in money, For
though, in the ordinary courfe of bufinefs, this part is not; like
the other three, neceffarily withdrawn from it, in order to be placed
in the other two branches of the general ftock of the fociety, it
muft, however, like all other things, be wafted and worn out at
laft, and fometimes too be cither loft or fent abroad, and muft,
therefore, require continual, though, no doubt, much f{maller

{upplies,

Laxp, mines, and fitheries, require all both a fixed and a cir=
culating capital to cultivate them ; and their produce replaces with
a profit, not only thofe capitals, but all the others in the fociety.
Thus the farmer annually replaces to the manufalturer the provi-
fions which he had confumed and the materials which he had
wrought up the year before; and the manufaéturer replaces to the
farmer the finifhed work which he had wafted and worn out in the
fame time. Thisis the real exchange that is annually made between
thofe two orders of people, though it feldom happens that the rude
produce of the one and the manufactured produce of the other,
are direCtly bartered for one another; becaule it feldom happens
that the farmer fells his corn and his cattle, his flax and his wool,
to the very fame perfon of whom he chufes to purchafe the cloaths,
furniture, and inftraments of trade which he wants. He fells,
therefore, his rude produce for money, with which he can purchafe,
wherever it is to be had, the manufactured produce he has occafion
for,

- - —-_—
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for. Land even replaces, in part at leaft, the capitals with swhich C ”If”
filherics and mines are cultivated. It is the produce of land ‘v
which draws the fifh from the waters; and it is the produce

of the f{urface of the earth which extrats the minerals from its

bowels.

TuHEe produce of land, mines, and fifheries, when their natural
fertility is equal, is in proportion to the extent and proper appli-
cation of the capitals employed about them. When the capitals
are equal and equally well applied, it is in proportion to their
natural fertility.

In all countries where there is tolerable fecurity, every man of
common underftanding will endeavour to employ whatever ftock he
can command in procuring either prefent enjoyment or future profit.
If it is employed in procuring prefent enjoyment, itis a ftock referved
for immediate confumption. If it is employed in procuring future
profit, it muft procure this profit either by ftaying with him, or by
going from him. In the one cafe it is a fixed, in the other it is a
circulating capital. A man muft be perfetly crazy who, where there
15 tolerable fecurity, does not employ all the ftock which he com-
mands, whether it be his own or borrowed of other people, in
fome one or other of thofe three ways.

In thofe unfortunate countries, indeed, where men are continually
afraid of the violence of their fuperiors, they frequently bury and
conceal a great part of their ftock, in order to have it always at hand
to carry with them to fome place of fafety in cafe of their being
threatened with any of thofe difafters to which they confider them-
felves as at all times expofed. This 1s faid to be a common practice
in Turky, in Indoftan, and, I believe, in moft other governments

Kox-2 of
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of Afia. Itfeems to havebeen acommon practice among our ancef-
tors during the violence of the feudal government. Treafure-trove
was in thofe times confidered as no contemptible part of the revenue
of the greateft fovereigns in Europe. It confifted in fuch treafure as
was found concealed in the earth, and to which no particular perfon
could prove any right. This was regarded in thofe times as {o im-
portant an object, that it was always confidered as belonging to the
{overeign, and neither to the finder nor to the proprietor of the land,
unlefs the right to it had been conveyed to the latter by an exprefs
claufe in his charter. It was put upon the fame footing with gold
and filver mines, which, without a {pecial claufe in the charter, were
never {uppofed to be comprehended in the general grant of the lands,
though mines of lead, copper, tin, and coal were, as things of
{maller confequence,
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