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Why Was Hume a Metallist?
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Meanwhile, my good lad, here is a trifle for you to drink
VichIa Vohr's health.” The hawk’s eye of Callum flashed
delight upon a golden guinea with which these last words
were accompanied He hastened, not without a curse on the
intricacies of a Saxon breeches pocket, or spleuchan, as he
called it, to deposit the treasure in hisfob ... !

Functionalism versus Metallism?

Hume’s Political Discourses (1752) was his first immediate commercial pub-
lishing success—three editions were printed in two years—for it spoke directly
to a vital concern of his central audience, the lawyers, lairds, academics, and
merchants of the Scottish Lowlands and Borderlands: money. Hume’s book
was one of the most sophisticated and elegant analyses of the functioning of
money available until then. Indeed, a number of his sketches of monetary
behavior, especially his hydraulic approach to the flows of money on the
international market, have been shaped into paradigmatic textbook ex-
amples of economic reasoning since then.?

But modern textbooks do not assume, as Hume is widely thought to have
assumed, that money was metallic, i.e., gold and silver. This metallic assump-
tion can be plainly seen in many passages of the Political Discourses. For
example, in “Of Money” and “Of Interest” he writes as if this assumption
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were so obvious to the reader that there is no reason to make it explicit. Money
and specie are elided in these chapters without much fuss:

It appears, that the want of money can never injure any state within
itself: For men and commodities are the real strength of any commu-
nity. It is the simple of manner of living which here hurts the public
by confining the gold and silver to few hands, and preventing its
universal diffusion and circulation. (R 45)3

And these commodities [the merchant] will sometimes preserve in
kind, or more commonly convert into money, which is their com-
mon representation. If gold and silver have increased in the state
together with the industry, it will require a great quantity of these
metals to represent a great quantity of commodities and labour. If
industry alone has encreased, the prices of everything must sink, and
a small quantity of specie will serve as a representation. (R 52)

There are times when he contrasts metallic money with its alternatives
in the Political Discourses, but always in a derogatory way. In “Of Money” he
purposely contrasts the international acceptance of gold and silver with the
doubts he entertains about “paper-credit”:

That provisions and labour should become dear by the encrease of
trade and money, is in many respects, an inconvenience; but an incon-
venience that is unavoidable, and the effect of that public wealth
and prosperity which are the end of all our wishes. It is compensated
by the advantages, which we reap from the possession of these pre-
cious metals, and the weight, which they give the nation in all foreign
wars and negociations. But there appears no reason for encreasing
that inconvenience by a counterfeit money, which foreigners will
not accept of in any payment, and which any great disorder in the
state will reduce to nothing. (R 35)

In “Of Public Credit” he disparagingly contrasts public securities with gold
and silver (even though he categorizes paper-credit as a “species of money”):

Public Stocks, being a kind of paper-credit, have all the disadvan-
tages attending that species of money. They banish gold and silver
from the most considerable commerce of the state, reduce them to
common circulation, and by that means render all provisions and
labour dearer than otherwise they would be. (R 95)

HUME STUDIES



Hume, Money, and Civilization 303

In “Of the Balance of Trade” he argues that paper money is not “real cash”
and drives the level of silver and gold circulating in a country below its “natu-
ral level” (R 68).

Due to passages like these, historians of political economy and econom-
ics from Marx, to Schumpeter, to Vickers, to Laidler have read Hume as a
“metallist.” For example, Vickers includes Hume’s name in something of a
roll call of metallists: “Child, Petty, Locke, Cantillon, Hume and Harris were
prominent metallists.” Of course, we must be clear about what “metallism”
means as a typological term.* To do this let us turn to Schumpeter’s defini-
tions of two kinds of metallism, theoretical and practical:

By theoretical metallism we denote the theory that it is logically es-
sential for money to consist of, or to be ‘covered’ by, some commodity
so that the logical source of the exchange value or purchasing power
of money is the exchange value or purchasing power of that com-
modity, considered independently of its monetary role.

By practical metallism we shall denote sponsorship of a principle of
monetary policy, namely, that the monetary unit ‘should’ be kept
firmly linked to, and freely interchangeable with, a given quantity
of some commodity.*

These are, of course, two quite different kinds of commitment. The former
claims a logical or “analytic” connection between money and some com-
modity, while the latter calls for principled (moral and/or political) relation
to hold between money and a particular commodity (which, in the nature of
things, might only accidentally be realized precisely).

Schumpeter includes Hume in his list of theoretical metallists, which
begins with Aristotle and ends with Marx. In particular, he argues that Hume’s
view of money’s metallic essence was typical of the average monetary view of
the period. He claims that Hume’s view “differs from [Sir Josiah] Child’s only
in explicitness and polish,” while Child, a mercantilist theorist and spokes-
man of the English cloth industry in the late seventeenth century, “clearly
identified money with those parts of the stocks of gold and silver that fill the
monetary function and held that in spite of this function gold and silver,
coined or uncoined, still remained commodities exactly like ‘wine, oil, tobacco,
cloth and stuff.’””¢ Indeed, in his short discussion of Hume’s central monetary
text, the 1752 Political Discourses, Schumpeter dismisses any possibility of “nov-
elty” in Hume’s work, although he recognizes its “force and felicity.”

Given the weight of the passages from Hume and the commentary litera-
ture, can there be any reasons to be skeptical about Schumpeter’s categorization
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of Hume as a theoretical metallist? In this paper I argue that such doubts are
indeed justified. Hume was never a theoretical metallist. However, there is no
single category that easily subsumes his monetary ontology, for his views on
money were philosophically complex and sensitive to economic develop-
ments, especially those transpiring in Scotland. In order to best locate Hume's
view of money, one must situate Hume's monetary theory more deeply in the
political project that he was embarked on in the Political Discourses and in the
philosophy of money he created to accomplish his aims. In so doing, I con-
clude that Hume was, paradoxically, a practical, not a theoretical, metallist
in spite of and because of the developments in Scottish society after the 1745
Jacobite rebellion.

The first source of doubt to as Hume’s theoretical metallism is rooted in
his attitude toward the eminent philosophers of money who immediately
preceded him and with whose works he was quite familiar, Locke’s contribu-
tions to the “recoinage debates” of 1696 and Berkeley's The Querist (1735-7).
Locke was a paradigmatic theoretical metallist who argued that, even if the
full-weight recoinage of England’s money supply did generate a deflation, it
was worth it in order to keep the whole monetary system from collapsing due
to the increasing gap between the coinage’s face value and its actual clipped
value. In brief, he argued that the idea of money was a compound of an idea of
a mixed mode and the idea of a corporeal substance. For Locke mixed modes
are “Combinations of simple Ideas, as are not looked upon to be
characteristical Marks of any real Beings that have a steady existence, but
scattered and independent Ideas, put together by the Mind, are distinguished
from the complex Ideas of Substances,” while corporeal substances are “Com-
binations of simple Ideas, as are by Experience and Observation of Men’s
Senses taken notice of to exist together, and are therefore supposed to flow
from the particular internal Constitution, or unknown Essence of that Sub-
stance.”” The mixed mode aspect of money arose from its social and cultural
use, while its material substance aspect allowed for its transcultural univer-
sal exchangeability. The gold and/or silver substances (and their primary
qualities) constituting money gave it an objective status, a “standard made
by nature,” that could elicit agreement across languages and cultures.

Berkeley's notion of money was premised on his rejection of Locke’s no-
tion of material substance. From a Locke’s perspective, Berkeley’s espousal of
a paper money system for Ireland was an attempt to identify money as a mixed
mode alone; hence it was doomed to catastrophe. But Berkeley’s critique of
material substance implied that any notion of money rooted in it, like Locke’s,
would be a will-o’-the-wisp. For Berkeley, as I have argued elsewhere, “money
was a mixed-mode notion stripped of any essential dependence on material
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corpuscular substances. Its purpose was to stimulate and regulate action, not
to measure and store a quantity of specie.”® Money, by being a ticket, a counter,
a token, a tally, or a mark—all metaphors that Berkeley used to describe its
function—escaped the impossible Lockean expectation of being beyond all
interpretation and subjectivity, for the primary function of money was to
“excite the industry of mankind.”

These dichotomies matched the ontologies and concepts of money that
structured the field Hume entered in writing the Political Discourses. Hume'’s
acceptance of Berkeley’s critique of Locke’s doctrines of substance, abstrac-
tion, primary qualities, should have brought Hume to question the
philosophical justification of Locke’s metallism: viz., that specie provides
money with an objective naturalized substratum that makes international
trade possible. What, then, would have brought Hume to embrace metallism?
Given the binary structure of the philosophical/monetary field at the time,
Hume’s anti-substantialism seems to be an incoherent foundation for a
metallist ontology of money, which presumes the existence of intrinsic val-
ues and objective properties. This tension prompts one to ask: was Hume
coherent throughout the range of his work? Was his philosophy compatible
with his political economy as it intersected the monetary field? Could he
consistently be a Berkeleyian-influenced skeptic concerning substance and
an adherent of Locke’s metallism? To answer these questions adequately, one
must study his monetary texts in conjunction with his philosophical ones.

Hume’s philosophical writings certainly abound with kernels of pure
anti-substantialism. From his radically anti-Cartesian account of the self or
mind as “nothing but a heap or collection of different perceptions united
together by certain relations and supposed, though falsely, to be endowed
with a perfect simplicity or identity” to his critique of the “fiction” of sub-
stance as the result of the tendency to fallaciously homogenize small
differences into identities, Hume quite self-consciously made the metaphysi-
cians of substance something of the knights errant of philosophy (T 207, 220).°
Thus he writes of the proponents of substance:

they seem to be in a very lamentable condition, and such as the poets
have given us but a faint notion in their descriptions of the punish-
ments of Sisyphus and Tantalus. For what can be imagined more
tormenting, than to seek with eagerness, what for ever flies us; and
seek for it in a place, where ’tis impossible it can ever exist? (T 223)

This anti-substantialism has been one of most attractive features of
Hume’s thought to those schools of philosophy that rage against schools.
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Thus, earlier on in the recently past century, Hume was the darling of the
autopsists of metaphysics, the logical positivists, and in the present “postist”
period he has entered into the pantheon of “schizophrenic” philosophers
via the work of Gilles Deleuze.!® Anti-substantialism immediately folds into
functionalism in Hume’s philosophy since what remains after the auto da fe
of the idol of substance is a complex net of relations. Norman Kemp Smith
describes this result as Hume’s “Relational View of Substance”:

To view objects or selves as ‘substance’ is not, therefore, on Hume’s
teaching, to view them as self-subsistent. Like all other existents met
with in experience, they are essentially conditioned modes of exist-
ence and are not, therefore, non-modal in the traditional meaning
of that term.!

This “modalism” extends to causation itself. Hume’s rejection of any neces-
sity in the causal relation places “causation” in the wider force field of
association with those curious philosophical bastards “custom and habit.”

Anyone familiar with the history of the philosophy of money in the early
eighteenth century and with Hume's philosophical anti-substantialism and
functionalism would, therefore, find the unambiguous theoretical metallism
Schumpeter attributes to him rather a surprise. If one were choosing a priori
what ontology of money would most comfortably match Hume’s functional-
ism, it would probably be close to Berkeley’s in The Querist (1735-7), i.e., he
would eschew any kind of metallism. But, as we have shown, the passages
supporting the metallist interpretation in Hume Political Discourses seem strong,
even decisive. Was Hume being opportunistic here? Is this one of the famous
marginal discontinuities that the deconstructionists make so much of?

There are, after all, apparent hesitations and contradictions in Hume’s
monetary theory that Vickers, Marx, and others who categorized him as a
metallist pointed out. Vickers, for example, notes, reflecting back on Locke’s
metallism, that “though Hume was otherwise consistently a metallist, he
opposes. ..the monetary restriction inherent in the previous recoinage argu-
ments.”? The “previous recoinage arguments” that Vickers is referring to are
Locke’s, who, as mentioned above, argued, with all the authority of his posi-
tion as the ideologist of the Glorious Revolution, that the clipped coins in
circulation in England in the 1690s should be recalled, melted down, and
recoined to the weight of the previous unclipped coinage.

In a telling footnote, Hume explicitly rejects the Lockean metallist ortho-
doxy: “And as a recoinage of our silver begins to be requisite, the continual
wearing of our shillings and sixpencees, it may be doubtful, whether we ought
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to imitate the example of King William's reign, when the clipt money was
raised to the old standard” (an entry in the Errata of the original Political
Discourses) (R 39). Hume claims that the best form of recoinage would have a
“penny’s worth of silver taken from every shilling, the new shilling would prob-
ably purchase everything that could have been bought by the old; the prices of
everything would thereby be insensibly diminished . . . . In executing such a
project, it would be better to make the new shilling pass for 24 halfpence, in
order to preserve the illusion, and make it be taken for the same” (R 39, italics mine).

It is important for our purposes to note that Hume’s suggested monetary
manipulation essentially uses the human mind’s “tendency to fallaciously
homogenize small differences into identities” that brings about the “fictions”
of substance, according to Hume’s account, to create a beneficent “gradual
and universal encrease in the denomination of money.” Thus, in this case,
Hume's philosophical anti-substantialism directly supports his criticism of
strict metallism, d la Locke.

Marx also found Hume’s metallism problematic and insisted on point-
ing to a contradiction in his monetary views, since “[Hume] makes gold and
silver enter the world of commodities as noncommodities; but as soon as
they appear in the form of coin, he turns them, on the contrary, into mere
commodities, which must be exchanged for other commodities by simple
barter.””* Hume does not distinguish, as a theoretical metallist should in
Marx’s view, how the quantity of money increases and therefore he confuses a
“sudden and forcible transfer of hoarded money from one country to another,”
an undervalued recoinage of the sort described above, an issuing of token
money or paper-credit notes, and the importation of gold and silver whose
cost of production has lowered. As a consequence, Marx argued that for Hume
“gold and silver are thus things without value, but in the process of circula-
tion, in which they represent commodities, they acquire a fictitious value.”"
Marx is right here; this is hardly the doctrine of a theoretical metallist, but is
it a symptom of Hume’s general suspicion of “intrinsic value” of anything,
gold and silver included?

These inconsistencies discussed by Vickers and Marx are rooted in a more
basic tension in his philosophy of money that puts his ultimate theoretical
metallism in question. But determining whether Hume was a metallist at all
and, if he was, what kind of metallist he was, requires more than an examina-
tion of his philosophical texts. A careful study of the historical context of the
first edition of the Political Discourses (1752) and the transformation of Hume’s
views on money in his writings after 1752 is also needed in order to under-
stand the source of Hume’s ambivalences and complexities.
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The Scottish Setting of the Paradox

In order to examine and resolve this tension in Hume’s philosophy of money,
it is crucial to consider the role money played in the political project Hume
confronted during the writing and publication of the Political Discourses. The
book was published in 1752, but we know that it was conceived in the late
1740s, since a précis of its main themes can be found in Hume’s letter to
Montesquieu of 10 April 1749.1

What was the decisive political/social project occupying the minds of
Hume and the other “Enlightened” Scots of his day that could have been the
source of Hume’s political-economic concern?* This project was complex and
Janus-faced. One side of the project was long-term and faced south to London
and through London to the world market. After the disastrous collapse in
1700 of the Darien Company, the Scottish ruling elite’s main attempt at de-
veloping its own colony in Panama, their only reasonable path to taking
part in the world market was through London, and the majority of them
reluctantly acceded to this bitter wisdom by accepting the offer of Union in
1707.V Immediately after the Union, the circle of improving lairds, lawyers
trained on the continent, and Atlantic merchants located in the corridor
between Edinburgh and Glasgow exerted an impressive political, juridical,
and intellectual impact on London and the Empire more than commensu-
rate to their financial and merchant capital.’® The intellectual achievements
of this elite were recognized in the eighteenth century and even today the
Scottish Enlightenment is given a place of honor next to the French with the
English trailing behind. The juridical impact, especially through the work of
William Murray, Lord Mansfield, a Lowland Scot, literally revolutionized
British commercial law and nearly threatened to do the same for its criminal
law by injecting the principles of Scottish civil law into English common
law.” The Scots also literally “invaded” the British army, its diplomatic ser-
vice, and penetrated into the highest levels of the executive.?

Hume was a ready recruit in this “invasion,” for he served as a clerk in a
Bristol merchant’s firm, an aide-de-camp in the British army, and in a num-
ber of posts in the diplomatic corps in Turin, Vienna, and, of course, Paris.
But his most important thrust was intellectual. The project he took up after
the publication of Political Discourses was The History of England, which be-
came the authoritative account for the English of their own history for almost
a century. Certainly Hume’s prescriptions in 1752 (especially in “Of the Bal-
ance of Trade,” “Of Taxes,” and “Of Public Credit”) were directed against the
long-established mercantilist policies emanating from London that ham-
pered Scottish trade and industry for nearly a century.
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But there was another face to the political project of Hume’s circle, one
which looked north to the Scottish Highlands. That aspect of the project was
imperative at the time, but it has been neglected by most of Hume’s commen-
tators.?! The 'Forty-Fiver and its aftermath clearly constituted the most
decisive moments of Scottish history overlapping the writing of the 1752
Political Discourses. In 1745, thousands of armed Scottish Highlanders and
others, bent on overthrowing the English crown and putting Bonny Prince
Charlie’s father on the throne, marched into the Lowlands, taking Edinburgh
and all the major Scottish towns. Then they penetrated deep into England.
The invasion lost momentum at Derby, within one hundred miles of Lon-
don, and the Highlanders retreated back into Scotland that winter. This force
defeated or outmaneuvered the official troops sent against them until, fi-
nally, they were confronted and decisively destroyed by the British Army at
Culloden, in Scotland, in April 1746.%2

The official “cause” of this remarkable political-military knife thrust into
the heart of the most powerful state on the planet was Jacobitism, i.e., the
demand for the return of the Stuarts to the British Throne. And much has
been made of the “romantic” (tending on “crazed”) aspects of the cause of
“Bonny Prince Charlie” in song and story.?* But what made so many thou-
sands of men and women risk so much for what appeared to be an outlandish
and lost cause (and, at the same time, get so close to victory)?**

Hume and his Lowland Scottish Enlightenment circle knew the reasons
quite well, since they were in constant touch with the Highlands and many of
them, like Adam Ferguson, harkened from there. Moreover, much of the meat
at their dinners came from the North. The Highland fighters’ concern was no
more nor less the preservation and development of their mode of life. Hume
and his circle called it “barbarian” or “rude”; a little later Samuel Johnson
called it “patriarchal”; some contemporary authors call it “Celtic Feudalism”;
I might add that it had elements of “runrig communalism.”?* It was a remark-
ably “mixed” system, composed of elements of all the known “stages” and
“modes” of economic organization known to the Scottish Enlightenment.?

The Highland mode of life demanded that each adult male develop a gen-
eralized military capacity that was continually exercised in the internal feuds,
social banditry, civil and international war the Highlanders engaged in.
Moreover, there were 652,000 Highlanders in 1750, or about 51% of the Scot-
tish population.?” The Highlanders were a heavy and dangerous presence in
the mind of the “modernizers” of the late 1740s, Hume included. Certainly,
the Enlightened Lowland Scots could hardly achieve much headway with
their subtle “invasion” of England, if their Highland cousins were erupting
and threatening the whole British empire every decade or so.
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This way of life was increasingly being pressured and transformed by the
expansion of capitalist relations emanating from the Lowlands. But the High-
landers’ resistance to becoming a mere northern appendix of the Lowlands
was not only a military concern. For this resistance might ignite the mass of
the Scottish and English population’s general lack of enthusiasm for the
Hanoverian Whig regime some day. It is all too easy to shrug off historical
might-have-beens, but there was no such complacency in Edinburgh and
London in 1745-6! The 'Forty-Fiver had been the fourth largest rebellion in
sixty years aimed at reversing the consequences of the “Glorious Revolution,”
and it had very nearly succeeded. Moreover, the loyalty of Britain’s other “oth-
ers”—the London “mob” and the Irish “natives”—could not be counted upon
if another such uprising poured out of the Highlands.

Hume himself was a worried and antagonistic spectator to the 'Forty-
Fiver.?® He was spending the year with the mad Marquess of Annandale in
England, and his correspondence with his Scottish circle avoided all direct
reference to “the present unhappy troubles” for fear of incriminating himself
or his correspondents in case a letter was opened by the Jacobite authorities
in occupied Edinburgh. But a year and half after Culloden, Hume wrote and
published A True Account of the Behavior and Conduct of Archibald Stewart, Esq. In
a Letter to a Friend to exculpate the former Provost of Edinburgh, Archibald
Stewart, from allegations that he purposely let the Jacobite forces take
Edinburgh in 1745. Hume applied the now classic Scottish Enlightenment

theory of stages in explaining why it was so hard for Provost Stewart to de--
fend the city:

When Men have fallen into a more civilized Life, & have been al-
lowed to addict themselves entirely to the Cultivation of Arts and
Manufactures, the habit of their Mind, still more than that of their
Body, soon renders them Unfit for the use of Arms and gives a differ-
ent Direction to their Ambition . ... But the barbarous Highlanders,
living chiefly by Pasturage, has Leisure to cultivate the Ideas of mili-
tary Honour . .. all this nourishes their martial spirit, & renders them,

from their Cradle, compleat soldiers in everything but the knowl-
edge of Discipline.?®

This contrast was recognized by the people of Edinburgh when they stopped
the volunteer troops who were about to march out with Provost Stewart to
confront the Jacobites and “represented to them the infinite Value of their
Lives, in comparison of those Ruffians, the Highlanders.”3° But this contrast
laid the basis of the paradox: without the intervention of the British army,
“eight Millions of People” might “have been subdued and reduced to Slavery
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by five Thousand, the bravest, but still the most worthless amongst them.”
Thus A True Account posed a terrible paradox and was problematic for Hume
as he was writing Political Discourses. He shared them with the others of the
social circle he was entering into during the early 1750s when he settled in
Edinburgh and took on the post of Keepership of the Advocates Library and
that of joint secretary of the Philosophical Society of Edinburgh. Hume and
his circle agreed that Culloden must have decisive social consequences: the
old Highland mode of life had to be terminated. The question remained: how?
As William Ferguson put it:

Much more than Jacobitism died at Culloden. Thereafter the disinte-
gration of the old Highland society, already advanced in some
quarters, was accelerated. The patriarchal authority of the chiefs and
great territorial magnates was gradually transformed into landlord-
ism. The demilitarization of Highland life broke the bonds of mutual
interest and idealized kinship which had bound chiefs and clans-
men and paved the way for a new social relationship in which the
landlords came to regard their people as tenants and cotters.?

The Scottish Enlightenment figures felt the edge of the Highland knife at
their collective throats for six months in the fall and winter of 1745-6 while
their fate hung in the political-military balance. All of them vowed that it
would not happen again. But what was to be done?

The Homes, Elliots, Oswalds, the Clephanes, the Smiths, and Hume’s
other correspondents were actively involved in finding a solution to the High-
land problem. First, of course, was the phase of slaughter, extirpation,
transport, and exile.®® Then came the legislation directed at destroying the
fabric of the communalist-feudal-pastoral life, from the Act prohibiting High-
land Dress to the abolition of Heritable Jurisdictions, a Parliamentary action
that Hume informed Montesquieu was one of the most beneficent results of
the 'Forty-Fiver.3* But slaughter and legislation followed the previous rebel-
lions and nothing had essentially changed. Repressive violence and
prohibition were not enough to transform the Highlands. Something more
was required: civilization.

The task of civilizing the Highlands, i.e., of transforming the Highland
mode of life to a capitalism fully integrated with the rest of Britain and the
world market would have to be “micro-managed,” and that job fell to the
juridical intellectuals of the Scottish Enlightenment. The Highlands became
their special field of social experimentation in the half century after
Culloden.?®  Hume's Political Discourses was one of many efforts to map out the
strategy for such a program of transition. In this regard, it is worth noting
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the place and time of their publication: Edinburgh in January 1752. This was
right in the midst of an intense but carefully negotiated period of legislation
preparing the infrastructure of this IMF-type planning effort and the selec-
tion of its personnel, which had its focus in the various legislative acts directed
at first pacifying and then civilizing the Highlands. Youngson describes this
period in the following words:

After the collapse of the Rebellion, a large number of estates, most of
them in the Highlands, were forfeit to the Crown through the
attainer for treason of their owners. The Vesting Act of June 1747
authorised the Scottish Court of Exchequer, as guardians of Crown
revenues in Scotland, to survey and value these estates, appoint fac-
tors, determine claims and pay creditors. In all, fifty-three estates
were surveyed, and forty-one of these forfeited estates were sold by
public auction to pay creditors, but thirteen estates were inalienably
annexed to the Crown by the Annexing Act of March 1752. This Act
provided that the rent and profits arising from the estates where to
be used solely “for the Purposes of civilizing the Inhabitants upon
the said Estates, and other Parts of the Highlands and Islands of Scot-
land, and promoting amongst them the Protestant Religion, good
Government Industry and Manufactures, and the Principles of Duty
and Loyalty to his Majesty, his Heirs and Successors, and to no other
Use or Purpose whatsoever.” Unpaid Commissioners, of whom there
were at various times between twenty-eight and thirty-five, were ap-
pointed; crown officials, noblemen, judges, substantial lairds.3¢

Annette Smith, in her description of the preparations leading up to the draft-
ing and passage of the Annexing Act, writes that “in the years preceding the
successful passing of the Annexing Act, the ultimate aims of annexation, the
methods of achieving these aims, and arrangements for administering the
estates were widely discussed in Scotland.”? These discussions included the
major figures across the Scottish political spectrum—from Lord Milton to
Lord Desford—in agreement that something must be done to finally “civilize
the Highlands.” Indeed, General Bland, the Commander-in-chief in Scotland,
sent a paper entitled “Proposals for Civilising the Highlands” to the
Caledonian Mercury in June of 1747.3 The Annexing Act was an exemplary legal
tool aimed at practically solving one of the major problems central to the
Political Discourses, just as undoubtedly Hume’s Edinburgh lawyer circle helped
set up the wording of the Act.

One way of establishing how close Hume was personally to the Annexing
Actis to examine the number of members of the Board of Commissioners and
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Trustees for the Annexed Estates that met between 1755 and 1784 who were
acquaintances, friends, or colleagues of Hume. Of the fifty-five ordinary mem-
bers of the Board, Hume was acquainted with at least twenty-three. Of the ten
ex-officio members, Hume was in some communication with at least five.®
Moreover, given Hume’s identification with the legal profession via his posi-
tion at the Advocates Library, the predominance of lawyers in the Commission
would have also brought Hume directly in touch with the work of the Com-
mission.* Finally, a number of Hume’s closest intellectual peers like Lord Kames
and friends like Gilbert Elliot became important players in the Commission.*

Thus Hume’s conception of civilization would have a ready audience
among friends and colleagues who were legally charged in the text of the
Annexing Act with “civilizing the Highlands.” This concept was at the center
of their theorizing, and the Political Discourses analyzes the process of trans-
forming a “barbarian” and “rude” people into a “refined” and “civilized”
one, i.e., a people who operate wholly within a legal system of property ex-
change relations.*?

The very order of the essays in the 1752 Political Discourses (amplified in
1753-4 in the Essays) shows us Hume’s intent:

L Of Commerce

II.  Of Luxury [later Of Refinement in the Arts}
III. OfMoney

IV. OflInterest

V. Of Balance of Trade

VL. OfTaxes

VII. Of Public Credit

VIII. Of the Populousness of Antient Nations
IX. Of the Protestant Succession

X. Ofthe Balance of Power

XI. Of Some Remarkable Customs

XII. Idea of a Perfect Commonwealth*

Here we see the agenda of social reconstruction set out for the Commission-
ers in outline, from the material foundations to the demography to the
political superstructure. The anti-Jacobite tenor is clearly determined by the
inclusion of the essay on the Protestant succession that was ready for publi-
cation in 1748 but was withdrawn since it was still too “risky” then.* The
first pages of the Political Discourses show us the way Hume envisioned the
problematic of the Highlands:
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As soon as men quit their savage state, where they live chiefly by hunt-
ing and fishing, they must fall into the classes [of husbandmen and
manufacturers]; tho’ the arts of agriculture employ at first the most
numerous part of the society. Time and experience improve so much
these arts, that the land may easily maintain a greater number of
men, than those who are immediately efnployed in its cultivation,
or who furnish the more necessary manufactures to such as are em-
ployed. If these superfluous hands apply themselves to the finer arts,
which are commonly denominated the arts of luxury, they add to the
happiness of the state; since they afford to many the opportunity of
receiving enjoyments, which they would otherwise have been unac-
quainted. But may not another scheme be proposed for the
employment of these superfluous hands? (R 5-6)

The initial problem of the Political Discourses is posed by “superfluous hands”
coming out of a transition from a “savage state” and being driven into the
manufacturing labor market by increasing agricultural productivity. The
question to be answered is: what is the best “scheme” for the employment of
these “superfluous hands”? This indeed is the problem of “civilization,” i.e.,
how one transforms rural clanspeople into civilized beings. But this was ex-
actly the problem that was posed by the Annexing Act of March 1752 and was
on the minds of the hundreds of Scots who were simultaneously readers of
the Political Discourses and prospective or actual Commissioners for the An-
nexed Estates.

Hume, of course, posed the problem of civilization in the form of “gen-
eral principles” in the Political Discourses, as he warns us in the first paragraphs
of that book (R 3). And, after all, in the world of the 1750s there were many
other barbarous people besides the Scottish Highlanders. But it would be
unlikely that Hume, who was so deeply committed to “the application of
experimental philosophy to moral subjects,” would not be deeply interested
in the fate of an experiment—Dboth of the Annexing Act and the broader move-
ment to civilize the Highlands—concerning one of the most important moral
and political questions taking place in his own country, being run by his
closest friends, and involving the historical fate of his class.* The civilizing
of the Highlands clearly posed a paradigmatic test case for any theory of civi-
lization. His work, therefore, was of immediate interest to those of his
companions who were politicians involved with “the domestic government
of the state, where the public good, which is, or ought to be their object,
depends on the concurrence of a multitude of causes” (R 4).
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Money and Civilization

Now that one of the specific political projects of the Political Discourses, the
civilization of the Highlands, has been established, the role of money in the
project must be defined. It clearly is important in Hume’s view by its place-
ment in the series of topics in the Political Discourses, for the essay “On Money”
follows immediately after “Of Commerce” and “Of Luxury.” Hume’s ap-
proach to the problematics of money, however, is rather different from the
mercantile theorists who already had before them an ongoing, functioning
world market. He was, of course, quite cognizant of this aspect of money,
since he was a citizen of the greatest power in this market and his own imme-
diate Scottish ruling group was beginning to share in it through the tobacco
and sugar trade:

We know that by 1735 there were 47 square-rigged ships, mostly owned
by Glasgow merchants, sailing out of Glasgow’s harbours at Port
Glasgow and of these 15 were trading to Virginia, 4 to Jamaica, 1 to
Barbadoes, 1 to Antigua, 2 to St. Kitts, 5 to London, 3 to Boston, S to
the Mediterranean, 2 to Holland, 7 to Stockholm and this in addition
to many English and foreign-owned ships bringing cargoes.*¢

This trade expanded dramatically in the ensuing thirty years, so thatin “1738
the Scots accounted only for 10 per cent of the total British {tobacco] impor-
tation; but by 1765 this had risen to an astonishing 40 per cent of a UK trade
which had itself expanded remarkably in the intervening years.”+’

But Hume had his eye not only on the slave plantations of Jamaica and
the Carolinas, or the sugar wharves of Amsterdam; his major immediate con-
cern was nearer at hand. For the problem posed by the Highlands was the
extension of commercial relations to an economy that had not been com-
pletely monetarized. Walter Scott, decades later, was deeply aware of this
problem and chronicled the transition from a clannish to a capitalist atti-
tude toward money in his Waverley series. His works still have much to teach
philosophers and historians of money. It would be worthwhile to reflect on
the little exchange described in the epigraph of this paper; it is classic Scott.
First, money is not being exchanged between the Highlander Callum and the
Englishman Waverly “productively” (i.e., for capital, labor or even commodi-
ties), but it is a quasi-gift to be spent on a “luxury.” Second, the money itself
is a golden object of “delight”; it is a “treasure” and not necessarily an ab-
stract mediator to a market world. Finally, the “spleuchan” represents the
constrictions on the free flow of monetary exchanges embedded in Highland
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life. This small exchange illuminates the strength of archaic economic prac-
tices in the Highlands of the mid-eighteenth century.

What role, then, could money play in modernizing and civilizing the
Highlanders, who were still in thrall to the “gift economy”?

With this problematic in mind we see that Hume’s continued references
in the Political Discourses to “the ancient simplicity of manners” (R 44) and
“the first and more uncultivated ages of any state” (R 42) are not only to some
arbitrary anthropological construct, rather they also refer to the actual his-
torical situation of the Highlands in the eighteenth century.*® Further, his
insistence on the primary standard of a policy’s success or failure being a
“change in the manners and customs of the people” is not just a generalized
precept. It refers to the immediate political problem of his circle.

Money could be an important element in this change of manners, Hume
argued, but not as the mercantilist logic supposed, for:

The absolute quantity of the precious metals is a matter of great in-
difference. There are only two circumstances of any importance, viz.,
their gradual increase, and their thorough concoction and circula-
tion thro’ the state. (R 46)

The actual quantity of metals is not important, just as the relativity of mo-
tion makes the absolute constant velocity of a body unimportant, rather the
differentials are crucial. The accelerative effects of an increase in the money
supply and the extensive increase in the field of monetary impact are the
crucial variables of change for Hume. This bit of Newtonianism in moral (here,
“economic”) subjects was typical of Hume. For he prided himself on bringing
Newtonian “experimentalism” into “the science of Man” (T xv, and exempli-
fied at T 332-46), and the Newtonian “experimental method” was to go from
the phenomena to the forces and hence back to the phenomena. Real forces,
however, can only be seen at play when accelerative (or decelerative) effects
are produced.*’

Surely after Culloden, Hume’s reflections on the real social force of money
were quite useful in answering the question: what kind of monetary strategy
had to be adopted to bring about a permanent change in the manners and
customs of the Highlanders? First, there had to be an increase in the money
supply, since “’tis only in this interval or intermediate situation, between
the acquisition of money and rise of prices, that the increasing quantity of
gold and silver is favourable to industry” (R 38). As the new money diffuses
through the social field, thousands of surprising accelerative microeffects
arise: “manufacturers employ more workmen” but “workmen become scarce,
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the manufacturer gives higher wages, but at first requires an increase of labour”
while the workman “returns from the market with greater quantity and better
kinds” of goods, and the farmers who supply the market “apply themselves
with alacrity to raising more.” This increase in the absolute quantity of money
“must first quicken the diligence of every individual” (R 38, my italics).

Similarly, what is important is not simply the ratio between the absolute
quantity of money and the absolute quantity of commodities in a country.
The real effect of money is measured in the increasing number of “collisions”
between commodities and money. This number is determined by how much a
society has moved from the “ancient simple manner” to a state of “industry
and refinement.” For as industry and refinement intensify, the number and
area of money-commodity collisions increase, absorbing and digesting the
money supply automatically.

These real effects are clearly not independent of each other. The first can
support and amplify any movement of the second. This was important advice
in 1752, for if the civilizing transformation from simple to refined manners
is to be accomplished with alacrity in the Scottish Highlands, there needed
to be an effort to “quicken the diligence of every individual.” Thus Hume’s
policy recommendation: “The good policy of the magistrate consists only in
keeping [the quantity of money], if possible, still increasing; because, by that
means, he keeps alive a spirit of industry in the nation, and increases the
stock of labour, in which consists all real power and riches” (R 39).

When one examines the banking industry in Scotland in the years imme-
diately after the 'Forty-Fiver, we see that both London and Edinburgh seemed
to be heeding the Humean message, or else Hume was considering the mes-
sages emanating from the Scottish bankers and financial advisors of George
II. Here is a list of financial actions taken in between 1746 and 1753 relevant
to the money supply’s relation to the Highland problem:

(a) In July 1746 the British Linen Company was chartered with an autho-
rized capital of £100,000. As Neil Munro describes the operation, it quickly
led to increasing the circulation of money throughout Scotland:

Its more obvious business was to foster the linen trade by the impor-
tation and distribution of flax, and the collection and sale of the
manufactured product. This necessitated agents all over the country
with a certain amount of ready money at their command. In a very
short time those agents were provided with British Linen Company
promissory notes for £5, £10 and £20, payable on demand, and £100
bearing interest at 3.5 and 4 per cent. Those notes the agents used in
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paying for goods received, and the Royal Bank [of Scotland], with
whom the British Linen Company kept its account and had a sub-
stantial credit, retired them as a matter of course. This British Linen
Company's network of agents throughout the country laid . . . the
foundation of the widespread system of branches which has given
such an impulse to Scottish banking.s¢

(b) New banks were begun in Glasgow and Aberdeen in 1749. The Banking
Company of Aberdeen was the first private banking company to issue bank
notes in Scotland.*

(c) In 1751 the city fathers of Edinburgh asked for and received a loan for
£5,000 from the Royal Bank of Scotland to launch a major “urban renewal”
project that would make Edinburgh a “Modern Athens.”

(d) In 1751 the two major Scottish Banks, the Bank of Scotland and the
Royal Bank of Scotland, concluded a pact of cooperation and agreed upon
a clearing house for financial paper.?

(e) “In March 1753 the Royal Bank introduced what was virtually the
equivalent of the modern bank draft, to enable its customers to remit
money by post without the necessity for sending bank notes.”s3

These actions set the basis of a system of paper-credit money that, within
a short time, dominated Scottish economic life. For specie was incessantly
“drained” into England. “To provide a currency for the payment of workmen'’s
wages and the like, private companies and private individuals in many parts of
the country issued notes for trivial sums.”* Indeed, something of a small note
mania exploded in post ’Forty-Five Scotland making silver and gold a rarity in
average transactions, to the point that Adam Smith in 1776 would note:

An operation of this kind [the issue of paper money] has, within these
five and twenty or thirty years, been performed in Scotland, by the
erection of new banking companies in almost every considerable
town, and even in some country villages . . . . The business of the
country is almost entirely carried on by means of the paper of those
different banking companies, and which purchases and payments of
all kinds are commonly made. Silver very seldom appears except in
the change of a twenty shillings bank note, and gold still seldomer.5$
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Indeed, it would seem that this transition from a metallic to a paper-based
monetary system was the practica] answer to Hume’s strategy of stimulating
“the spirit of industry” in the Highlanders in order to help change their “cus-
toms and habits.” :

But Hume was extremely suspicious of this development, though he rec-
ognized that it could lead to the accelerative effects that he deemed crucialin
the role money can play in the civilizing process. He wrote as a footnote in
“On the Balance of Trade”:

We observed in Essay III [“Of Money”], that money when increasing,
gives encouragement to industry, during the interval between the
increase of money and the rise of the prices. A good effect of this na-
ture may follow too from paper credit; but 'tis dangerous to precipitate
matters, at the risk of losing all by the failing of that credit, as must
happen upon any violent shock in public affairs. (R 68)

Hume was not alone in his concern. Charles Munn quotes a passage the direc-
tors of the Bank of Scotland wrote in 1752:

taking into consideration the circumstances of the country with re-
gard to the great circulation of paper credits occasioned by private
persons erecting themselves into Banking Companies without any
public authority, particularly the two Banking Companies lately set
up in Glasgow . . . were of the opinion that some measure would be
speedily taken for preventing the dangerous consequences that might
arise not only to this company in particular but to the credit of the
nation in general from too great a circulation of paper.

After quoting the directors, Munn added, “Seemingly someone at the Old
Bank had read the proofs of David Hume’s Essays, Moral, Political, etc., pub-
lished in 1752.”%¢ Hume continued his suspicion of paper credit throughout
the 1750s, if his 6 April 1758 letter to Lord Elibank, his long-time Jacobite
friend and critic of paper money, is any indication. Elibank had given Hume
proofs of his Thoughts on Money, Circulation, and Paper Currency to comment
upon, and in response Hume wrote:

Banks are convenient by the safe Custody & quick Conveyance of
Money; but as to the Multiplication of Money, I question whether
it be any Advantage either to an industrious or idle Country. It seems
to prevent the Importation of as much Bullion (which has a real
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intrinsic Value) as the Paper amount to. The Bank of Amsterdam does
not multiply Money.%’ .

Was Hume's hostility to paper credit based on theoretical metallism? Did
he reject paper money because he argued that money had to be a commodity
before it could become a meta-commodity (as he seems to do in his most mer-
cantilist reference to bullion’s “real intrinsic value”)? Certainly his criticism
is mainly directed at Scotland and the American colonies, where paper money
was increasingly being used. What were his criticisms? They were four: (i)
paper money tends to drive precious metals from circulation, “paper credit or
current paper was introduced in [our colonies], which caused all the silver to
depart” (R 188); (ii) paper money “gives too great facility to credit, which is
dangerous” (R 72); (iii) paper money is useless in international transactions,
for “foreigners will not accept [it] in any payment” (R 35); (iv) paper money
causes inflation “by increasing money beyond its natural proportion to labour
and commodities, and thereby heightening their price to the merchant and
manufacturer” (R 36).

Each of these reasons, however true they were for eighteenth-century Scot-
land, do not in themselves show us that Hume was a theoretical metallist,
though it was undoubtedly Hume’s hostility to “paper money,” to “paper as
money,” to “paper credit,” that convinced Schumpeter that Hume was a theo-
retical metallist. Schumpeter concluded this in the face of some obvious
counter-evidence, especially the fact that Hume begins his essay “Of Money”
with one of the classic formulations of functionalism in the philosophy of
money:

Money is not, properly speaking, one of the subjects of commerce;
but only the instrument which men have agreed upon the facilitate
the exchange of one commodity for another. It is none of the wheels
of trade: It is the oil which renders the motion of the wheels more
smooth and easy. (R 33)

But what was the nature of Hume's critique of paper money? Did it arise from
a deep sense of ontological violation evoked in him by paper money? Do the
four problems with paper money listed above constitute such a thorough-
going rejection?

The first of the four problems is an application of Gresham’s law; the
second is a sociological observation that was quite relevant for the Scottish
situation in the immediate aftermath of the 'Forty-Fiver; the third is a simple
recognition that Scottish paper shillings were not “world money”; but the
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fourth is the most telling on this account, for whenever a philosopher uses a
word like “natural” in her/his critique, something basic is being signaled.
What is the “natural proportion” that paper money upsets?

In order to answer this question we must recognize that Hume has a com-
plex analysis of “nature” and the “natural.” For he contrasts “natural” to
“miraculous,” to “unusual,” to “artificial,” to “civil,” and to “moral” in the
Treatise on Human Nature (T 474-5). The notion of “natural” he is using here is
in immediate contrast to “artificial,” i.e., “performed with a certain design
and intention” or “purposely contriv’d and directed to a certain end” (T 475,
529). The natural/artificial contrast here is not so much one between the
paper and precious metal qua money, but rather a contrast suggested by
Hume’s hydraulic model of international money flows that define a “usual”
versus an “unusual” state. Hume asks us to suppose that, by a miracle, the
“money of GReaT BriTAIN were multiplied fivefold in a night.” This miracle, he
ironically argued, would set off a process of equilibration that would bring
the money of Great Britain “to a level with foreigners.” He then generalized:

Now, it is evident, that the same causes, which would correct these
exorbitant inequalities, were they to happen miraculously, must pre-
vent their happening in the common course of nature, and must for
ever, in all neighbouring nations, preserve money nearly proportion-
ate to the art and industry of each nation. All water, wherever it
communicates remains always at a level. Ask naturalists the reason;
they tell you, that, were it to be raised in any one place, the superior
gravity of that part not being balanced, must depress it, till it meet a
counterpoise; and that the same cause, which redresses the inequal-
ity when it happens, must for ever prevent it, without some violent
external operation. (R 63-4)

“Natural” here relates to this hydraulic model, which requires a communica-
tion and flow of the systemic fluid. But paper money does not flow throughout
the world system, e.g., foreigners would not accept the British Linen Com-
pany notes as payment for linen manufacturing equipment. Consequently, it
cannot find its “natural” level. This characteristic of paper money does not
necessarily make it “un-natural” on all dimensions. For, as Hume said of vir-
tues and vices, paper and precious metals are both artificial and natural.

And here we should make a textual note. The following crucial passage
for our argument was not to be found in the first five editions of the essays in
Political Discourses which were included in Essays and Treatises on Several Sub-
jects in 1753-4 (i.e., 1752, 1752 [2nd ed.], 1753-4, 1758, 1760), but it appeared
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in the 1764 edition and those after. Hume begins the vital paragraph in which
the passage is placed a bit shamefacedly by noting “all these questions of
trade and money are extremely complicated.” Then in a typically Humean
turn of phrase he continues:

there are certain lights, in which this subject may be placed, so as to
represent the advantages of paper-credit and banks to be superior to
their disadvantages. That they banish specie and bullion from a state
is undoubtedly true; and whoever looks no farther than this circum-
stance does well to condemn them; but specie and bullion are not of
so great consequence as not to admit of compensation, and even an
overbalance from the encrease of industry and of credit, which may
be promoted by a right use of paper money. (R 70, my italics)

Something had changed in the twelve years between 1752 and 1764 to
bring about the new “light” on the matter of paper money. I suggest that it was
the process that Smith described in the Wealth of Nations: the gradual domi-
nance of paper in most transactions in Scotland and the tremendous growth
of the Scottish economy based on the international tobacco boom, the in-
creased prices for cattle, and the intensifying productivity of the linen trade.®

But at the same time, the effects that Hume warned of continued to in-
tensify: (a) the flow of specie from Scotland, and (b) the multiplication of
small and branch banks and the issuance of notes by these banks and compa-
nies. As Munn writes:

The shortage of specie was particularly acute in the period 1761-5
but it was by no means a novel situation. Specie was never in abun-
dant supply. The lack of coin forced many firms in trade and
manufacturing to issue ‘Birmingham buttons’ and notes of small
denomination as substitutes for coins. Notes for 1 [shilling] and 5
[shillings] were the most common. These notes often contained the
option clause which was frequently invoked. In 1764 a writer in the
Scots Magazine estimated that there were 14 note issuers in Scotland
in addition to the public banks; the editor reckoned that there were
twice that number.s*

This led to a “severe balance of payments crisis in 1762-63,” the time of the
sixth edition of the Essays. The two major banks of Scotland agitated for a
bill that would deal “with the banking irregularities of those vexatious Scots-
men.” It became Act 5 of George I1I. c. 49 (1766), which made it unlawful “to
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issue any note, ticket, token, or other writing for money, of the nature of a
bank note, circulated, or to be circulated as specie, but such as shall be pay-
able on demand in lawful money of Great Britain, and without reserving any
power or option of delaying payment thereof for any time or term whatever.”*

But let us not forget that Hume’s 1764 additions include that telling little
phrase “right use of paper-money.” Was this evidence of a major conceptual
fissure in Hume’s thought? Had the ensuing twelve years of intense experience
with the consequences of a paper-money economy in the context of a major
piece of social engineering (the civilizing of the Highlands) revealed a contra-
diction lurking in Hume’s philosophy of money from the beginning? That is,
did this experience finally force him to recognize the mismatch between an
earlier monetary metallism and his philosophical functionalist ontology?

In order to answer these questions we must examine what Hume meant
by money from his earliest writings, i.e., Hume’s semantics of money.

Money and Representation

For Hume the basic semantic relation between money and commeaodities is
that of “representation.” Consider some typical passages in “Of Interest” deal-
ing with this relation:

If a man borrow money to build a house, he then carries home a greater
load; because the stone, timber, lead, glass, &c. with the labour of the
masons and carpenters, are represented by a greater quantity of gold
and silver. But as these metals are considered chiefly as representations,
there can no alteration arise, from their bulk or quantity, their weight
or colour, either upon their real value or their interest. (R 48, my italics)

In all these transactions, it is necessary, and reasonable, that a consider-
able part of the commodities and labour should belong to the merchant,
towhom, in a great measure, they are owing. And these commodities he
will sometimes preserve in kind, or more commonly convert into money,
which is their common representation. (R 52, my italics)

But Hume develops two notions of “representation” in his general se-
mantics which he presents in his Treatise on Human Nature in the late 1730s.
One such notion is based on the relations of ideas to impressions, the other is
based on the formation of conventions and language.® Frequently, standard
accounts of Humean semantics conflate both notions of “representation,”
but it is important to differentiate them carefully for our purposes.
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The first notion of representation arises from the mechanics of impres-
sions slowly fading away into ideas that then enter into a gravity-like
associative force field of their own, which is continually being perturbed by
new impacts of impressions. “Representation” is Hume’s original word to
describe that intimate binding between the two ontological domains of his
system: ideas and impressions. For “when I shut my eyes and think of my
chamber, the ideas 1 form are exact representations of the impressions I felt”
(T 3). More generally, Hume’s first major philosophical conclusion is stated
in terms of “representation”: “all our simple ideas in their first appearance
are deriv’d from simple impressions, which are corespondent to them, and
which they represent” (T 4). Thus, representation is an ur-relation in Humean
philosophy that is presupposed by the field of associative attractions, “which
to the mental world will be found to have as extraordinary effects as in the
natural” (T 12-13). For an idea’s representation of an impression is its origi-
nal mark of identity before it gets carried off into the flux of association.

“Representation” plays another crucial role in Book I of the Treatise in
the solution to the problem of abstract ideas. For “abstract ideas are there-
fore in themselves individual, however they may become general in their
representation” (T 20). Here, of course, representation loses the role of being
the “birth mark” of ideas and leaps to infinity. For representation makes it
possible for one idea to be connected not only to one, but to two, thiee, orn
otherideas as the forms of association, resemblance, contiguity, and causation
allow. From an ur-relation between ideas and impressions, representation
becomes a meta-relation between ideas themselves. In Book I of the Treatise,
therefore, representation is crucial to Hume’s whole “ATtemMpT to introduce
experimental reasoning into MoraL SusjecTs” but it plays something of an
extra-systemic role on the upper and lower bounds of his thought, for it me-
diates ideas and impressions as well as ideas themselves.

Is money, then, an idea that represents commodities in the way that the
idea of red represents red impressions or the way the idea of triangle repre-
sents the infinite number of ideas of scalene, isosceles, equilateral triangles?
Money would then be a vague, distant, and abstract representation of the
immediate impressions that the passions of mercantile affairs excite or an
even more vague, distant, and abstract idea of mercantile ideas. But money is
not an idea at all for Hume. For he explicitly connected the representative
capacity of money with the functioning of conventions and language, the
second notion of representation, not with the mechanics of impressions and
ideas. Textually, we see this in the way that money is dealt with, cursorily, in
Book I1I, while the presentation of impressions by ideas is discussed in Book !
of the Treatise.
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In partii, section 2 of Book III of the Treatise, Hume discussed “the Origin
of justice and property” and mentioned money in passing. He argued that
before one can define the ideas of property, right, and obligation a certain
framework of human coordination must be presupposed. This framework is
rooted in convention:

It is only a general sense of common interest; which sense all the
members of the society express to one another, and which induces
them to regulate their conduct by certain rules. I observe, that it will
be for my interest to leave another in the possession of his goods,
provided he will act in the same manner with regard to me. (T 490)

He then presented his famous example of the two men in a row boat who,
without any explicit agreement, regulate the rhythm of their strokes, as be-
ing the image of social coordination based upon convention. He continued:

In like manner are languages gradually establish’d by human con-
ventions without any promise. In like manner do gold and silver
become the common measures of exchange, and are esteem’d suffi-
cient payment for what is of a hundred times their value. (T 490)

So the great systems of representation—language and money—arise not out
of the nexus of ideas-impressions-ideas, but on the mutual, reflexive expecta-
tions of human agents. Convention is also an ur-relation in the moral world
just as idea-representation is an ur-relation in the mental world, but it arises
out of artifice, i.e., a response to the instability of possession and the scarcity of
goods. Society is a human invention that solves the problems of instability
and scarcity via linguistic and commodity exchanges. Just as in the world of
ideas substances seem to be primary (because they seem to unify
microdifferences), so too in the moral world it seems that the notions of prop-
erty and justice ought to come first. But Hume argued that neither view looks
carefully enough into the field of microrelations that invest the largely fic-
tional grand entities of these worlds.

Hume’s moderately conventionalist conception of money is most explic-
itly stated in his 10 July 1769 letter to the author of Dictionnaire du commerce,
M. Morellet (R 214-15). He takes Morellet to task for his view that “there en-
ters nothing of human convention in the establishment of money” and
dismisses the prejudices of metallism as simply confusing a method for pre-
vent counterfeiting for a theory of money! “But, when I take a shilling, 1
consider it not as a useful metal, but as something which another will take
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from me; and the person who shall convert it into metal is, probably, several
millions of removes distant” (R 214).

The rest of his argument against Morellet’s metallism is strictly empiri-
cal, citing the fact that though average British shillings are 20-40% worn,
“yet they pass,” and pointing out the peculiarities of monetary units through-
out history, including the “land money” of Pennsylvania. But then he
mentioned, quite crucially for our work, “Our colonies in America, for want
of specie, used to coin paper currency; which were not bank notes, because
there was no place appointed to give money in exchange; yet this paper cur-
rency passed in all payments, by convention....” In this case Hume seems to
have even gone beyond his more generous views of paper money advanced in
the 1764 edition of the Essay. He seems to have endorsed, in Berkeleyan fash-
ion, the possibility of a completely nonmetallic, nonconvertible currency
and to have definitely dismissed “theoretical metallism.” But he did add the
following comment on the American use of paper money: “and still might
have gone on, had it not been abused by the several assemblies, who issued
paper without end, and thereby discredited the currency.” Thus the problem
with paper currency is not that it violates some deep ontological, representa-
tional relation with commodities. It simply arises from the greater possibilities
of “abuse” due to its ease in iteration. This tendency to abuse paper currency
is not accidentally American and Scottish, i.e., these were societies that are
not completely in the orbit of civilization.

On reading this letter one must conclude that Hume was certainly no
“theoretical metallist” in 1769, but he still was a metallist. Why? Precisely
because he argued that money is conventional! Since paper money was so
deeply vulnerable to the quality of an infinity of mutual but dubious (Scot-
tish) promises, Hume was a practical metallist. Ironically, previous metallists
argued that because gold, silver, etc. were naturally money, any attempt to
use paper in their stead would be “unnatural.” Hume argued the converse:
just because, by its nature, money is conventional and, so, artificial, the con-
trol of and restraint on its issue is directly dependent upon the refinement
and civility of its issuers. A people just coming out of a rude and savage state
(like the Scottish Highlanders) or a people merging into such a state (like the
American colonists), would find it too tempting to abuse such a currency to
deal with passing crises, even though its credit was essential to the general
health of society.

One of Hume’s last letters to Adam Smith on money referred to a “melan-
choly Situation” that seemed to answer his cautious ontology of money
almost perfectly. The letter was dated 27 June 1772, in the midst of the Ayr
Bank crisis, which not only engulfed Scotland, but also initiated the first
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Scottish commercial crisis that threatened the English banking system, cre-
ating something like a monetary 'Forty-Fiver.®2 The Ayr Bank began its
meteoric career in Ayr in November 1769 with £150,000 initial capitaliza-
tion and “branches at Dumfries and Edinburgh, agencies . . . at Glasgow,
Inverness, Kelso, Montrose, Campbeltown and other places so that there was
an agency or branch in every region of the country.”® Taking its motto “Pro
Bono Publico” literally, it immediately began to issue notes in earnest, so
that its paper soon constituted two thirds of the Scottish notes issued while
it had a £600,000 debt to London banks by 1772. The results of the unre-
strained (and uncivilized) overtrading quickly became evident. Hume
described the calamity in staccato prose:

Continual Bankruptcies, universal Loss of Credit, and endless

- Suspcions. There are but two standing Houses in this place . ... The
Case is little better in London. It is thought, that George Colbroke
[head of a London bank and former director of the East India Com-
pany] must soon stop; and even the Bank of England is not entirely
free from Suspicion.®*

He ended this breathless paragraph of financial horror by almost taunting
Smith with queries: “Do Events any-wise affect your Theory? Or will it occa-
sion the Revisal of any Chapters?” The only good Hume saw coming out of
the catastrophe was a “Check given to our exorbitant and ill grounded
Credit.” Smith, who had developed a theoretical defense of paper money by
the 1760s, did not take Hume’s suggestion and refused any major revaluation
of paper money in The Wealth of Nations on the basis of the crisis.*® But for
Hume it must have been a final verification of his fears.

Conclusion: Hume’s Practical Metallism by Default

Once the claim that Hume was a theoretical metallist is refuted, we can see that
his philosophy of money was much more coherent than it initially appeared.
Money and its representative function, for Hume, was not based on a “natu-
ral” and necessary representative relation between its precious substance and
the glittering world of commodities. On the contrary, money operated on
the basis of an ur-structure of mutual conventions that continually tested
the reasoning and emotional capacity of the agents involved. There was noth-
ing innately natural about any particular “proportion” between money and
commodities. Putting this result in terms of his two immediate predecessors
in the philosophy of money, Locke and Berkeley, Hume argued that money
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could “excite the industry of mankind” only if it appeared to measure and
store value. .. but not too precisely.

But now we see the practical paradox Hume faced: on the one side, the
increase of the money supply of Scotland was essential in accomplishing the
all-important task of civilizing the Highlands (and paper money seemed to
be the way it was going to be done); but, on the other hand, if this increase in
the money supply was to be managed on the basis of paper money without
abuse, the “magistrate” must be civilized already! The Scots (especially those
outside of Edinburgh) must be civilized in order to use the most effective
method for their own civilization. This was Hume’s paradox: to put the con-
trol of money in the hands of the uncivilized in order to civilize them would
defeat the very intent of his program.

If one accepts this formulation of the problem, then Hume’s solution
was to argue that restraint in increasing the money supply could not be ex-
pected, if the power lay in the hands of uncivilized Scots. Certainly the task
of issuing money could not be left to the new branch banks on the borders of
the Highlands, the upstart companies and the Toms, Dicks, and Harrys of the
cattle trysts who were poised to let loose a swarm of “Wasp Notes” into the
country.® Hume advised against the paper route to civilization, not because
of an ontological critique of paper money, but rather from a moral critique of
the character and motivations of the Scottish bankers and moneymen in the
outlying areas who would abuse the currency at the first opportunity.*’ Thus,
Hume’s support for practical metallism is conditional on the depth of the
money users’ civilization.

Gold and silver money would be the only way to bring restraint to Scot-
land because its level was determined by the powerful hydraulic system of
international trade. Hume had good theoretical reasons to believe that this
rejection of paper would not lead post-'Forty-Five Scotland into a monetary
depression further aggravating the Highlanders into yet another rebellion.
For the opening of the Highlands would increase the area of monetary ex-
change, while the entrance of so many new “superfluous (Highland) hands”
into the Lowlands would make Scottish manufacturers much more competi-
tive than the English. Hence, world money in the form of silver and gold
would flow north and guarantee the gradual increase in the money supply
and stimulate the civilizing process.

Certainly Hume’s scenario—the avoidance of domestic issuing of
nonconvertable paper money in “underdeveloped” economies—has not lost
its appeal. After all, the reasoning the International Monetary Fund uses to
justify its Structural Adjustment Programs in Africa and Latin America comes
directly out of the pages of the Political Discourses.®®
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