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Henry Thornton on the Bank of England’s Independence

Toshiaki OTOMO

{Abstract)

Expenditures during Britain’s war with France and government
borrowing from the Bank of England triggered the early round of the
Bullionist Debate (1801-1802). The debates concerned the conflict between
the theory of financial dependence and independence. The possibility of
excessive issues was highly debated. Henry Thornton defended the Bank of
England’s independence for the soundness of loan credits. He indicated the
Bank of England’s independence from two perspectives of independence, as
an institution and as a means. The former had three grounds of
independence: the relationship between bank and government as lender and
borrower, respectively, the funding system, and the disclosure of the
number of banknotes. As both the Bank of England and the government
acted in accordance with this financial logic, its loan credits were sound.
These could be backed up by its large amount of capital, assets, and
effects. The banknote credit was guaranteed through the soundness of loan
credits. Furthermore, the latter was the discretionary monetary policy to
regulate the quantity of banknotes. Thornton indicated that the Bank of
England was changing from a particular bank for the government to a bank

for securing the public responsibility to supply money in circulation.



