410

TIHE CANADIAN ECONOMIST. .
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BANKING AND THE USURY LAWS.

Our conlemporaries the Toronto Ecaminer and the British Co-
lonist, cach in his peculiar way, continue their tirades against the
suspension of the Usury Laws with reference to the transaclions
of Banks, so far as their notes are concerned.  The former considers
the Usury Laws “absurd and inconsistent,®® because ¢ it would be
¢ just as ratiopal to fix the value of cvery kind of property by law,
“as of one; just as reasonable that grain, pork, houses, and land,
s«should have their value fixed by law, as that the value of gold
¢ and silver shouid be fixed by law.” Morcover, he very sensibly ad-
mits that the undoubted effect of these lawsis to make capital scarce
and dear; because, as he very justly remarks, ¢ money, like every
« other kind of mercantile commodity, will always seek the best
“‘market, and in those countrics where the law fixes its value, and
¢ attempts by artificial means to make it cheap, the effect will be
“lo make it scarce and artificially dear.”

So far we and our contemporary agree perfectly. But now comes
the issue ; in other words, the point whereon we differ.  Our con-
temporary, denies that bank notes have any title to be considesed
money, and consequently denies that the Usury Laws should be
suspended in relation to loans madein them.  He would suspend the
Usury Laws as regards loans made in coin or bullion; he would
allow the possessors of such to make any bargain for the loan or use
of it which they can mutually agree upon :¥but so far as banks are
concerned, he would limit them to taking no more than six per cent
per annum for Joans made in Bank papers.

Our contemporary evidently Las no afiection for paper money,
and, we feel constrained to add, appeats to have a very inadequate
notion of its functions and utility, as well as an erroncous notion of the
lyws which regulate the value of the circulaling n:edium, whatever
it may be comnposed of. He appears to be unaware of the priaci-
ple established by Hume, Ricardo, and others, ¢ that the market
¢ rate of interest 1> scttled by the generil rate of profit which can
““ be made by the emFlo; mert of capital, and that it is independunt
¢t of the quantity or of the value of money.” But perhaps our con-
temporary does not cleariy understand the meaning of the word
“value.’> We alieve he does not, and shall therefore take the
liberty of telling him, that, according to Adam Smith, ¢ the word
¢ value has two different meanings: it sometimes expresses the
“utility of some particular object’; and sometitaes the power of
“purchasing other goods which the possession of that object con.
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‘“veys ® Such is value: but interest is a very different thing. In-
terest is the rent or price which a borrower can pay to a capitalist
for the use of money, and that rate, it is admitied by every ane ca-
pable of arguing on the question, is regulated by the average rate
of profit which can be made by the employment of capital.

In another number e shall take up more especially the distinc-
tion which our contemporary attempts to draw between coin and
bank notes convertiblz, on demand, into coin. Heantime we shall
content ourselves by referring briefly to the opinions of the Ameri-
can slatesmen, Webster and Clay, whom he adduces as the high
authorities whose opinions he delights to rely upon. Ve must re-
mark, however, in passing, that we think it rather singular that a pro-
fessed Free Trader like the £zaminer shonld cite the opinions of such
bizoted protectionists as Webster and Clay. Their opinions on
qnestions of political cconomy we hold e.czedingly cheap, and we
consider it another inconsistency on the past of vur contemporary to
hold o,qiosite views to those of the statesmen in question respecting
Free Tiade, and yet worship them as authorities npon an cqually
important guestion of political cconomy, v1z: that of the currency.
We will give him the bu[\eﬁt, however, of his guotations, and will
set Ricardo®s opinion against Clay s, and Sir Robert Peel’s against
Webster's,  Perhaps, however, our contemporary may object that
Ricardo was not a statesman, although his opinions are gquoted in
the House of Commons by the first statesmen of the day 3 if he do
50, we pledge ouselves o substilute a name to which no objection
can he raised.

‘The Eraminer’s quotation from Danicl Webster, is as follows :

« Of all the contrivances for cheating the labouring classes of mankind,
uone have been more effeciual than that which detudes thetn with puper
money. Thisis the most effectunl invention o ferulize the rich man's
field with the sweat of the poor man's brow.”

And the followingis the extract on which he builds the repufation
of Clay as a political economist ;

¢ Bat all corporations enjoy exclusive privileges—that is the Corperators
have privileges which no others possess ; and :f you create fifty corpora-
tions instead of one, you have Gity pivileged bod.cs inetead of onel”

Against those we offset the opinion of Ricardo, as follows:

“ A currencey is in its niost perfect state when it consists wholly of
poper moncy~—but of paper maney of 2n equal value with the goll which
1t professes 10 represent. "The uee of paper instead of gold substitutes
the cheapest 1 ptace of the mast expensive medinn, and enabices the
country, without loss o any iadiidual, to cxchange all the goid which

it before used for this purpore for raw materials, utensils, and food ; by
the use of which, both 11s wea'th and 1te enjoyments are increased.”

Sir Robert Peel, in his great speech on the renewal of the Bank
Charter in 1844, said ¢

* What ] want is this—that T shall be able to command n suppiy of
that paper currency whose vatue shall be exacily conformable to gold,
and that shat eupply shall be mven to me by parties in whose honor,
integrity, and solvepey I shall have the greatest confidence,”

Our readers must judge as to the respective weight of the autho-
titics~that is to say, between the British and the American states-
men,

Meantime we return to the point where we dropt our contempo-
rary’s argument, viz: that wiile he would suspend the Usury Laws
with reference {o loans in coin or bullion, he would maintain them
in_relation to loans in bank notes convertible on demand into
coin,

Now in reply we aflirm that the proposed Jimitation is, first, ab-
stractly absurd, and secondly, practically impossible. In the finst
place, bank notes, that is, notes convertible into coin at the will of
the holder, of which alone we ate speaking, are cither equivalent to
maney or they are not. .

If ey are equivalent to money, surely the issuer who is bound
to provia> coin fur them, on demand, 1s entitled to the same nterest
upon them as he would be upon the coin itselt.  And, so far as the
barrower is concerned, if they answer all his purpnses as well as
coin, surely it will be doing him no wrong to permit him to pay the
same interest for the loan as he would for hard cash.

In the nest place, if such notes are not equivalent to money,
then we would not” tamper with them, as our contempoiary
would, by allowing them to circulate or be lent at an interest
of six per cent, per annum. On the contrary, if they are not
equivalent 1o mouey our remedy would be—not to maintain the
Usury Laws in relation to them,—but either 10 suppress them al-
together or to apply such adilitional guasds and restrictious to their
issue as would have the effect of making them equivalent to the
coin which they profess to represent.

We repeat it, if they are equivalent to coin,—as they must be
while they are convertible at the will of the holder,—let them
circulate in the same manner as coin would ; allow the borruwer
to pay for them what he finds them to be wurth, for undoublediy
if they are not equivaleat to cuin, the borrowers will soun fiad it
ovt, and will give for them only what they are worth, thus ren-
dering the limitation which the Ezamincr and British Colonist
contend, nugatory.

But again, as we bave said, it would also be impracticable.
Suppose, for instance, a borrower gets a discount at a bauk for a
thousand pounds. Well, it is placed to his credit, and may be
drawn for at pleasure, either in bank notes or coin.” If drawn out
in coin, the Ezaminer would admit that the bank should have the
right of exacting any rate of interest that might be mutuajly
agreed upor  But suppusing it to Le drawa out in bank notes,
then the Ezaminer wouid say, the bank shuuld not be alluwed
to charge ravre than sis per cent for the luan. What! not allowd
to chargze more than six per cent for the loan, although the notes
might be returned in five minutes afterwards, and com demanded
for the amount! ‘The Ecaminer must percerve that the distine-
tion he wishes to draw is untenable and absuid,—because there is
practically no difference betwween comn and bank notes couveruble
into coin at the will of the holder.

We beg the Eraminer, huwever, to understand, that, although
we are thus arguing for the unqualified repeal of the Usury Laws,
ard attempting to show that abstractly there ought not to Le, and
that practically theze cannut be, any distisction dras i between
loans made in coin and loans made i buuh iutes cvuncrude o
demand into coiny yet we are very far from guing the length of
asserting thut our banking system is as pcrfccl as 1t can be made.
. On the contrary, we have « ten athrmed, what we now re-
tterate, that ous banking system 1s extremely fauity 5 and sequices
1o be thoronally scratimzed and revised by oot local Legislatr e
On this question we shall herealter enter mo.e at length ; mean-
time we thiak we have said enough to satisfy ovr readers that it is
quite independent of the Usury Laws, and requires to be treated of
separately.

THE NAVIGATION LAWS,

OPINIONS OF THE BRITISHII MANUFACTURERS.

Tt will doubtless be interesting to our readers to knoiv the opinions
of the British manufacturers touching the question of the Navigation
Laws. The following pithy extract is taken from the Report of the
Manchester Chamber of Commerce, to which we made reference
inour last issuc. Xt will be secen by it that the manufacturers of Eng-
Jand, unlike the Quebec Boaid of Trade and its followers, have no
hesitation in expressing an opinion as to the character and effect?
of these pernicious Jaws. The manufacturers of England do no!
hesitate to assert thatthey “operale af cll times against the frue
“interests of the bulk of the people* ; and in short, that they arc 3




