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Summary

James Steuart and Adam Smith on Public Credit
— in Relevance with Bank Credit —

This paper proposes to make clear the nature and significance of
relevance of bank credit and public credit in James Steuart and Adam
Smith.  Especially we try to make sure the nature of their
relationships in A.Smith throughout Steuart’s idea of how bank
credit 1s and ought to be concerned with public credit J. Steuart
developed his famous land bank theory, which laid stress upon
creation of additional demand with symbolic money (O bank note)
issued by this bank on mortgaged land of landowners. And as for
public credit, it was mainly recognized as Staatkredit. In other
words, public credit as Staatkredit supported adequate issue of bank
notes by land bank, which could possibly conform to necessary
quantity of currency of circulation instead of conversion system.

Smith’s theory of banking can be called as follows.
(Commercial) bank should advance short-term fund only to running
capital of enterprise with bank notes issued. This bank note must be
converted into coin upon any demand of people. And bank must hold
reserve fund for its conversion. In those days there was a sort of
national financing and credit system in which local issuing banks had
their correspondents in London to be supplied with gold reserve. We,
therefore, noted that public credit was that as Nationalkredit, not as
Staatkredit which regulated necessary quantity of bank notes in
circulation.

Here we can assert that while Steuart need real direct connections
between bank credit and public credit Smith did not always
necessitate it.
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