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Bin i means the unlimited purchase of silver at a price

M.illy above, or indeed double, the existing market price.

The authors of the twelve jajK-rs within have examined this pro-

posal practically that is, whether in t.\ is/ing circumstances it is

wise ; and also scientifically that is, whether in any circumstance

practical ;
and in all circumstances they have concluded

against it. Their verdict will not improbably be the verdict of the

British Public.

GEORG1 !

KMENT'S LANE,

LONDON, E.C,
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GENERAL STATEMENT.

1. T ion on behalf of silver, both abroad and at home,
has assumed such proportions that ight desirable to form

an Association to oppose the policy known as Bimetallism,
and to unite in defence of the Gold Standard all those who

- c that an adherence to that standard is essential to the coin-

men n of our country and to the due discharge of contracts.

2. O ng object of the Association will be to explain
the principles which should govern a sound currency and a trust-

worthy standard of value; and to show that whilst our present
in r.-n: :'.\ those principles, the proposals of the

Bimetallists are in conflict with them.

3. Though to do this effectually will require a series of papers,

the main issue may be made intelligible in a few words by stating

the different forms which an obligation to pay money, such as is

contained in ever)' contract, must assume under the two systems.

nder our present monometallic system, the form of an

obligation to pay is,
"

I am bound to pay one hundred gold

sovereigns." Under the bimetallic system the form of an obligation

to pay would be,
"

I am bound to pay either one hundred gold

sovereigns, or as much silver as is equal in weight to some fixed

multiple of one hundred gold sovereigns, whichever I find the

cheap- i." What this fixed multiple should be OUT English Bi-

metallists refuse to answer, though the question is one of the

most vital imjmrta:

it the mere statement of this difference condemns Bimetallism.

The monometallic form of obligation is simple, clear, and natural

the language now used in all our internal dealings, and in most
of the Iir s of the world. The bimetallic form of

obligation is artificial and forced. Its language is obscure, and its
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operation still more obscure firm which no one would use

except under compulsion of

6. It is a fatal objection to Bimetallism that no one can

foresee its ultimate results. This only is certain that at any ratio

less than the present market ratio it would entail most serious loss on

all gold creditors, and beyond others on the people of the United

or it is plain that other nations would take udv.i;

of a bimetallic option to pay us their debts not in gold but

From this point of view, Bimetallism is a policy which favours

ing debtors at the expense of creditors, and other countries at the

expense of the United Kingdom.

7. It is urged on behalf of Bimetallism that it would misc prices

for instance, the price of wheat or cotton. If this be SO, Bi-

metallism is a direct attack upon every artisan and labourer

in the country, since their well-being depends, above all things, on

the cheapness of the necessaries of life.

8. Again, it is said that there is not enough gold in the world for

currency purposes, and that silver should be added to gold to supply

that deficiency. But the facts are otherwise : the new supply of gold

in recent years has been enormous, and far beyond any currency

demand, whilst the output of gold in 1894 was the largest in history.

9. Again, Bimetallism is recommended on the ground that it

would remedy fluctuations in International exchange. It seems more

likely, however, that, if each man had the option of paying his

neighbour either in gold or in silver, the difficulties of exchange would

be imported into the daily operations of our national life.

10. The monetary history of all countries in which the law of

dual legal tender has been combined with free mintage of both metals

shows a continuous record of failure to maintain both concurrently in

circulation. Of this the cases of the Latin Union and of the United

States are striking examples. In both instances, the option given to

the debtor, and the pressure of silver at the Mints, have rendered

the attempt impracticable, and have forced these countries to close

their Mints against silver, and to resort to a single gold standard.

11. The Association has no connection whatever with Party

politics, for it is clear that men of all shades of political opinion
can unite to prevent a revolution in our currency and to re-

sist an attack on our trade and on the well-being of our

people.
12. The first step taken was a memorial from merchants and

bankers of the City of London to the Chancellor of the Exchequer.

The memorial and the Chancellors' reply are annexed.

13. Since the date of the correspondence referred to, a memorial
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said to be in favour of Bimetallism hat been signed by many
persons and has been sent to the Chancellor of the

i'l>on tin* memorial and the statements it contains,

.iy be stinVicnt to observe: (a) That the monometallic gold
stan*' i ngland has existed in^practice not only from iSic

from the bcginninK of the ci^ () that no such

system as Bimetallic now advocate has t that

evils dcscribc I m the memorial either do not ruin or are

.iggerated, and that so far as they do exist they are not

due to the gold standard; (</) that rests of foreign nations

who are possessed of a large amount of over-valued silver, and

who owe debts to this country, arc not necessarily the same as

uteri-sis 'i ;hii . that the memorial seeks to

ho C\ eminent of this country in negotiations with

:n countries on the subject of our standard of value, without

a hint of the changes which the memorialists desire,

only do they not it ought to be the ratio bet

gold and lo not even advocate what has hitherto

been known as Bimetallism. It is < k-.ir thai the highly respectable

signatures attached to the memorial have only been obtained by

sinking all specific proposals, and by suggesting "a fixed par of

exchange
" and a " more stable standard of value

"
as ideal objects

which may be attained by some International arrangement, the

nature of which is not even suggested.

needed to show the weakness of the bi-

metallic cause, it would be such a memorial as this. After years

of agitation and discussion, all that its advocates can produce is

an invitation to the Government to throw the English gold

sovereign into the crucible of an International Conference,
in the vague hope that out of the conflicting theories and vague

ests there represented, by some process as yet undetermined,

some cure, equally uncertain, m..y be found for exaggerated or

iiii.u;:i.iry cult,.

May ao/A, 1895.

To THE RIGHT HONOURABLE
T11K c H ANVKLLOR OF THE EXCHEQl i

SIR,

WE, the undersigned, ts ami Hankers in the City of

London, desire to address you in reference to the discussion which

has lately u c in Parliament on the question of the Currency.
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We have observed with regret the growing agitation in i

of what is called Bimetallism, the more so since this theory has

obtained the support of persons of eminence and authority.

As long as it was proposed to apply the bimetallic principle to

foreign countries only, we did not feel concerned to offer an opinion

thereon, but we are constrained to state that we should view with

grave apprehension any change in the system of currency which has

tiled without intermission in this country since 1816.

The experience of nearly eighty years has convince it this

m is in even- uited to our wants, and that under it the

commercial supremacy of Great Britain and the financial ascendency
of London have been established and maintai:

We believe that any serious attempt to modify it by the adoption
of silver as a standard of value, either alone or concurrently with

gold, would be followed by consequences dangerous to the T:

and Commerce of the Country ;
and further, that if it were possible

that such a measure could not only become law but be made ci

ive in practice, or should become law without becoming effective in

practice, it would disturb contracts, injure credit, check enterprise,

and thus prove disastrous both to capitalists and to wage-earners.

venture, therefore, to express our earnest hope that Her

Majesty's Government will not only refuse their countenance to

any change in our monetary system, but that they will avoid

entangling proposals which might lead persons either abroad or

at home to believe that England is prepared to depart from the

single gold standard which is established by law and sanctioned

by custom.

BROWN, SHIPLKY & Co.

. ISTOUN, CROSS & Co.

I-'KU II LING & GOSCHEN.

C. J. HAMBRO & SONS.

HARDY, NATHAN & Co.

I hi; IONS & Co.

Hi.NCKEL DU BOISSON & CO.

HOARF, MILLER & Co.

FRED. HUTH & Co.

KU.INWORT, SONS & Co.

MORRIS, PREVOST & Co.

MORTON, ROSE & Co.

HENRY S. KING & Co.

RALLI BROTHERS.

ROBERT BENSON & Co.

R. RAPHAEL & SONS.

J. H. SCHRODER & Co.

BARCLAY & Co.

GLYN, MILLS, CURRIE & Co.

ROBARTS, LUBBOCK & Co.

SMITH, PAYNE & SMITHS.

RICHARD B. WADE,
M. O. FITZGERALD,

G. H. FIELD,

W. R. MOBERLY,
HENRY PAULL,

Directors of
the National
Provincial
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Limited.
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;.;

.

FARQUHAR,
Dirl

PLAVFAIR,

JOHN 1>

IERT BARNARD^
A. BUXTOM,

MARTIN'S

John B. Mar
'.

D. IJIRNACH, Bank of New South

ta.

ALEXANDERS & Co., LIMITED.

BRIGHTWEN & Co.

ILER & Co.

REEVES, WHITBURN & Co,

WILLIAM DUNN, \

'* n* l

*'\
W. T. BRAND,

The reply to the above Memorial was as follows :

TREASURY CHAMBERS,
\N <

2ith May, 1895.
MY DEAR BERTRAM CURRIE,

I \\.\\\. received with much satisfaction the Address you have

forwarded to me, which I recognise as bearing names amongst the

most weighty which could be found to represent the judgment of the

Merchants and Bankers of the City of London.

I can have no hesitation in giving to that Address, on the part of

Her Majesty's Government, the reply which you have a right to

expect
recall to your recollection the history of the last

International Monetary Conference which was assembled in the

year 1892.
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The Government of the United States had taken measures

to promote a Conference of the European Powers, in order to

take into consideration the condition of silver, and expressed a

to Her Majesty's Government that a ratio might be

blished by the leading nations for the coinage of silver at ih<

Mints.

predecessor in office Mr. Goschen while assenting to an

inquiry as to the possibility of an enlarged use of stiver in the

currency of nations, distinctly declined to accept the invite

couched in terms which involved the adoption of a bimetallic

system.
When the Conference met at Brussels, the bimetallic pro;

brought forward by the delegates of the United States, owing to

their generally unfavourable reception, were not pressed to a divi-

sion.

At the last session of the Conference an adjournment was agreed

to, with a view of its re-assembling after an interval of six months, in

order to consider some agreement (if any such could be produced)
"which should not infringe in any way the fundamental principles

of the monetary policies of the different countries." (Report of

Brussels Conference, p. 195.)

It was recognised that there would be no advantage in calling

the Conference together again except for the purpose of the examina-

tion of practical and explicit proposals brought forward on the

responsibility of one or more of the Governments there represented,

and which should conform to the condition that those proposals

should not interfere with the fundamental principles governing the

monetary systems of the various States.

When the prescribed time arrived, it appeared that these con-

ditions were not fulfilled, and none of the Governments concerned

expressed a desire for the re-assembling of the Conference, which

accordingly came to an end.

I concur entirely in the opinion expressed in your Address, that

the experience of well nigh a century has proved that our present

system of currency is suited to the wants of this great commercial

country, and that to depart from it would be disastrous to the trade

and credit of the United Kingdom.

Continuity of National Policy is more necessary in this than

perhaps any other question. You may rely upon it that Her

Majesty's Government will not depart from the course pursued by
all the Governments that have preceded them, and will give no

countenance to any change in the fundamental principles of our

monetary system ; nor in any discussions in which they may be
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called upon to take part wilt they admit any doubt a* to their

> adhere to the tingle Gold Standard, which you

justly regard as essential to our well-being as a commercial nation.

Yours faithfully,

w. v.

The President of the Association is Mr. Bertram W. Currie, and

the Vice-Presidents are as follows : Earl of Jersey, Earl of Leven

and Lord Wantage, Lord Playfair. Lord Hillingdon, Lord

Farrer, Ixml Wclby, Viscount Duncannon, Right Hon. Sir John
lock, Bart, M.P., Right I! Mountstuart K. (irant l>ufT,

Sir II. Seymour King, M.P., Sir Georg* Baden-Powell, '.

Sir Charles Rivers-Wilvm, '1 he Hon. Sir Charles W. Freman tic,

Mr 1 1 r lloarc, M.P., Mr. R. B. Martin, M.P., Mr. A. II.

Brown, V W. A. M'Arthur. Mi'., Mr. R L Cohen, M I'..

11', Mr. C E. Tritton, M.P., Mr. H Cosmo

Bonsor, M.I' . Mr II I ! 1 , Mr. William Fowler, Mr. Henry

Raphael, Mr. \\ . H. Stone, Mr. 1). Memcrtxhageo, Mr. J. H.

Tritton, Mr. R. H. Wade, Mr. Charles A. Prescott. I-arnach.

Robert H. Benson, Mr. & A. Ralli, Mr. H. G. Kleinwort,

Mr. Edward Rae, Mr. K. H. Pemlicr, Q.C.
It is proposed to issue a series of publications upon the

currency and the standard of value ; and these will be delivered free

to Members.

All communications and inquiries should be addressed to the

Secretary of the Association, the Hon. George Peel, at 1 1, Clement's

Lane, Lombard Street, London, E.C Members can be enrolled at

any time on payment of one pound annual subscription, and any
donations towards the expenses of the Association will be welcomed.

IHoMd ttd PublhhH by CASMIX It CoMrxmr. LIMITBO. LA But* SACTAO* LlMMv. E.C,
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The Weakness of Bimetallism, and

The Folly of a Conference.

BY THE RT. HON. LORD FARRER.

x face of a General Election it would be idle to explain at

length the true principles of currency or the fallacies of Bimetallic

theory. But it is desirable to place before candidates and
voters some plain considerations which affect the present phase

of the currency question, and to draw attention to some points of

immediate importance.

2. It is the more easy to do this, since the Bimetallism have in

their recent Memorial to the Chancellor of the Exchequer themselves

limited the field of discussion. Being unable or unwilling to state

what they think should be the future fixed ratio between Gold and

Silver, they do not in the Memorial even mention that ratio as

part of their programme. They do not advocate what has hitherto

been known as Bimetallism. The objects they profess to have in

view are " a fixed par of exchange between the metals," and
" a more

stable standard of value than we possess at present ;" they suggest

no specific measures for attaining these objects, and their only

proposal is to throw the whole subject into the crucible of an

International Conference, in which other countries, with other

interests, will have as potent a voice as our own, and in which, so

for as the Bimetallism are concerned, our representatives will have no

actions as to the course which they are to follow.

3. Such stability in the standard of value and such steadiness of

exchange as the conditions of trade allow, are of course
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objects. But there is nothing more likely to affect them prejudicially

than rash and ill-advised attempts to palter with the present dol<l

Standard Any alteration of an existing Standard of value

is itself at all times a great evil, .md ought only to be adopted
under the most pressing circumstances and with a clear view >f

probable consequences. It therefore rests with those who propose a

Conference for the purpose of altering the Standard of Value, to

show not only in what respect our present Standard is defective, and

what are the evils which it causes, but also to embody in specific

proposals the alterations which they would make and to show in

what manner those alterations would work.

4. In support of their case the Bimctallists make certain vague

allegations concerning the commerce and industries of the country,

and attribute what they are pleased to call the depressed state of those

industries to recent monetary changes, coupled with alleged defects in

our Gold Standard. It might be sufficient to make the general reply

that the evils alleged by the Bimetallists are, to say the least, much

exaggerated, and that so far as they exist they are accounted for by
causes wholly apart from currency. But some of these alleged evils

deserve special notice.

5. Amongst the chief of them are low prices. Now, low prices
are not necessarily an unmixed evil

;
on the contrary, the low

prices of necessaries of life are a great advantage to the general mass of

the people. Nor is there any reason for thinking that the present low

prices are due to currency causes. On the contrary, there are ample
reasons to account for them in the improvement of the arts of pro-

duction ;
in the extension of facilities for transport ;

in the develop-

ment of the machinery of exchange, and in the competition of new

races and of new countries in the processes of agriculture and of

manufacture. With all these changes, with an unprecedented appli-

cation of human skill and ingenuity to the arts of production trans-

port and exchange, and with labour rendered more and more efficient,

the fall which has taken place in the gold price of commodities is

exactly the result we should expect, and so far from justifying an

attack on our standard of value, is, pro tanto, a reason for believing

that it has done its duty.

6. To deal completely with the mischiefs alleged in the memorial

of the Bimetallists would require a detailed account of the state of

this country during the last three or four decades, of its trade, of

its profits, of the remuneration of its labour, of its pauperism, and

of the state of its people generally. To do this at length is impos-

sible, and reference can only be made here to the many well-known
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reports ami statistic* on this subject. Generally speaking, it may
be stated that whilst, for obvious reasons unconnected with currency,

English agriculture it depressed, and whilst, in consequence of

Baring crisis and other well-known causes, a boom in commercial

profits has been followed In the usual reaction, yet the quantity of

production and of trade has been maintained, and progress has on

hole been well maintained. The following figures illustrate the

state of the country before and since the alleged demonetisation of

GENERAL

Yv.

1870 ... jrj
1890 P

>

M .KM N|-I., IAI.1.Y KKI.ATIXG TO LABOUR.

1870 ... 46'$ ' 79

1890 ... 27.3 990

; As regards labour, it is clear from the above statistics of

pauperism and of consumption that since the alleged demonetisa-

tion of silver, there has been no increased lack of employment or

diminution of comfort The evidence of the best statisticians, as

given in the reports to the Labour Commission, show that nominal

wages from 1870 to 1890, even of agricultural labourers, rose rather

than fell, whilst the real wages of the labourer, due to the increased

cheapness of all the necessaries of life, rose much more. On the

whole the labouring classes are undoubtedly far better off than they

were before the fall in silver began. A proof of this has been fur

nished by a recent careful investigation under the auspices of the

Statistical Society. According to that investigation the annual

average money wages of manual labourers in this country
increased from 43 8s. Od. in 1870 to 53 16s. Od. in 1891.

while the purchasing power of wages, calculated according to

Sauertxxrk's Table of prices of commodities, increased much more

that is, from 1 16 in 1870 to 192 in 1891.

8. S< : gold is a favourite subject with Bimetallism. Their

argument is, that because we pay for our goods in gold

there is, with increasing trade and increasing population, a

stantly increasing demand for sovereigns with which to pay, and

that consequently, if gold does not continue to increase at some ratio

corresponding to population, or to the production of goods, gold
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must become dearer and prices must fall. This, they say, happened
when silver was, as they say, demonetised 1870-1874 and when in

consequence, according to them, an additional burden \v.^ laid on

gold. The conclusion they draw is that we must increase the

quantity of the standard metal by adding silver to gold. In this

argument they altogether overlook the fact that we do not actually

pay in gold. We pay for what we buy, not in gold sovereigns, but

in promises to pay gold sovereigns, and these promises are scarcely

ever performed by actual payment of gold sovereigns. The gold

sovereign is always the Standard of Value, but is now very seldom the

actual medium of exchange. There is, therefore, no such demand
for gold as alleged by Bimetallists.

9. But putting aside this important consideration, let US see

how the truth stands about the actual supplies of gold.

The aggregate new supplies of gold in successive periods have been

as follow :

1493 to 1800 (300 years) .... 500,000,000
1800 to 1840 (40 years) .... 87,000,000
1840 to 1870 (30 years) .... 600,000,000
1870 to 1893 (23 years) .... 550,000,000

Gold is not consumed like bread or cotton it accumulates. Con-

sequently the increase in the world's stock of gold during the last

half-century has been enormous, amounting since 1840 to nearly

ji, 200,000,000, and we now know that the output of 1894 is the

largest on record. Against this enormously-increased supply, what

is the increased currency demand in consequence of the alleged

demonetisation of silver, and the adoption of a gold standard by
France and other nations, which, as Bimetallists say, increased the

value of gold and lowered prices ? Estimates vary, but the lowest

estimate is 120 millions and the highest 200 millions. It is scarcely

necessary to add to this the notorious fact that the banks and

treasuries of the world are overflowing with gold, in order to show

how absurd is the argument founded on a scarcity of gold In fact,

there is a plethora of that metal.

10. Under such circumstances it is out of the question to

attribute low prices to scarcity of gold. Whether adding silver to

gold, and thus increasing the quantity of the standard metal, would

have the desired effect of raising prices, as the Bimetallists desire,

may be doubted. But let us assume for the moment with them that

it would do so. What would be the effect on the working
classes? It would at once increase the price of all the

necessaries of life, and would thus rob labour. The Bimetal-

lists allege that low prices discourage enterprise, prevent the employ-



ment of labour, and thus injure the labourer ; and they propose to

remedy this e\ reasing the number of counters in which prices
and wages are reckoned Now it may be conceded to the Bimetalltsts

that if prices rise by reason of an increase in demand, more things

are wanted, more industrial enterprises are started, there is ai

creased demand for labour, and in consequence a rise in

if a rise in prices is brought about, not by increased

but by doubling the number of counters in which prices are

reckoned, in other words by calling sixpence a shilling, the case is

very different. Such an increase would cause no increase in de-

mand, no additional production of goods, no improved demand
for labour. It would cause a nominal shilling to be paid for every
ankle where sixpence was paid before, and would raise the price of

bread, of tea, of sugar, of clothes, of all the necessaries of life. In

the course of time nominal wages would probably rise too, but as

wages always respond to a change in currency much more slowly

and much less effectively than prices, the workman would, for a

long time, at any rate, receive little if anything more in the form of

nominal wages, whilst he would have to pay much more for all he

wants. To depreciate the currency is to rob labour.

1 1 . Under the circumstances stated in the above paragraphs the

case of the Bimetallists for an alteration of our currency or Standard

of Value fails altogether. They abstain, indeed, as above stated, from

recommending any specific alteration. But they desire to have an

International Conference on the subject which has no meaning unless

it is empowered to propose some such alteration. Now, an alteration in

the Standard of Value is a very serious thing. Applied to future

contracts it means confusion and difficulty or something worse.

Applied to existing contracts it means fraud and robbery. The

Standard of Value, like other standards, is the measure and language
in which all contracts are made.

1 2. The first thing, therefore, one would imagine, in consenting to

such a Conference as now proposed, would be to know what is the

alteration in the Standard of Value which we desire ourselves, and to

have some definite plan and purpose. But the Bimetalluta

have none. Under su. Distances a Conference would be idle,

it it were not worse. A good illustration of the possible mischiefof a

Conference entered into under such conditions may be found in the

recent Conference on the Rules of the Road at Sea. The present

Rules were first framed when Mr. Milncr Gibson was President of

the Board of Trade. They were settled with great care by our own

nautical authorities, they were then submitted to the French and



other maritime nations, and after some discussion were unanimously

adopted, and have on the whole worked extremely well. When in

more recent years some additions or variations were needed, a

different course was taken. The whole subject was remitted t

International Conference, composed of r< of the

different maritime nations, without specific instructions. There

no real conflict of interests, and the Conference, which was com-

posed of very capable men, reported in favour of certain changes.

P.ut those changes, whether right or wrong, have not approved them-

selves to the classes of our own people who are most interested in

them ; their adoption is successfully resisted, and the result is con-

fusion and difficulty with foreign nations. This is the natural r

of going into a Conference without knowing what we want, even in

a case where there is no real conflict of interests, but only a differ-

ence of opinion. But in the present case, is there no conflict of

interests? Are we sure that other countries will see with our eyes?

Are we sure that other countries may not have their own axes to

grind ? And is it prudent to commit so serious a question
as the maintenance of our Standard of Value to a Con-

ference where we shall not be in a majority, and where we

may at any time be out-voted or out-manoeuvred ?

13. We are, on the whole, a creditor country and our debts are

gold debts. It is the interest of our debtors to reduce the real

amount of the debts they owe us
;
and if they have silver to pay

with, it is their interest to make their silver go farther in paying us

than it does now. If so, are we to go blindfold into a Conference on

the subject of the relative values to be attached to gold and silver,

where it is our interest to maintain gold values, and where it may be

the interest of other members of the Conference to reduce those values.

14. Again, we hold no large stock of silver and we do not

produce silver. It is very different with other great countries.

France, for instance, holds a stock of silver which for internal

purposes is worth about ; 100,000,000, but for external purposes, e.g.

trade with England, is worth only half that sum. The United

States Government hold a stock of silver which for internal purposes

is worth about i 25,000,000, but which for external purposes, e.g.

for payment of gold debts, is worth only about half that amount. If

the value of silver could be raised by International Agreement from

3od. an ounce, which is about its present value, to 6od. an ounce,

which was about its value under the old rates of 15 J to i, the value

of these stocks of silver would, for the purpose of paying foreign

debts, including debts due to England, he doubled.
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15. Again, England ha* no .. ..-$ such ts ciui in America

and eUewher. r production of the world it about 160

millions of ounces a year. This, at the value of jod. an ounce, would

be worth ,20,000,000. At the price of 6od. an ounce it would be

worth ^40,000,000. To this enormous extent are the producers of

rica and el* icrested in raising the value of

r at the expense of their creditors and customer*. Is it

desirable that with such interests AS these at work
England should commit herself blindly to a Conference

which would be entrusted with the task of determining
how much silver shall be given for an English sovereign T

16. uccs are valuable for the purpose of

settled intentions : they may be useful for the purpose of

details. Conferences, however, are often only the resource of

men who do not know their minds, and who seek to find in a babel

of discussion plans and proposals which they are unable to frame

themselves. But such persons are apt to find, when they enter upon
the discussion, that they become the tools and victims of men who
have strong interests of their own and distinct views of the manner

in which those interests may best be forwarded. For this country to

enter upon a conference on such an invitation as the Bimetallism

are making would be to fall into a trap. Let us stand by our Gold

Standard until it is shown to need alteration ; and let us resist all

attempts to tamper with it through the medium of a blind Conference,

as strongly as we should resist a specific change known to be

mischievous.

The following Memorial has been forwarded to the Treasury ex-

tensively signed by members of the Stock Exchanges of Birmingham,

Manchester, Leeds, Liverpool, Edinburgh, Glasgow, and Dublin :

We, the undersigned members of the Birmingham (Manchester,

Liverpool, Leeds, Glasgow, Dublin, and Edinburgh) Stock Exchange,
venture to address you in support of the views recently laid before

you by bankers and merchants in the City of London, and to

deprecate, with them, any change in the system of currency which has

iled in this country for nearly eighty years. The proposed change,
if effected, would represent, to say the least of it, a vast experiment,

the result of which, from an investor's point of view, may to some

extent be measured by the esteem in which gold and currency

Securities are relatively held in this country. Ten years ago
loo classes of Currency Bonds and 40 classes of Gold Bonds of

the United States Railway Cocnpsj^eyere officially quoted by the

'
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London Stock Exchange. The quotations of Currency Bonds have

now shrunk to 28 classes, whilst those of Gold Bonds have inert

to 190 classes, a conclusive evidence of the distrust of Currency

Securities entertained by investors. We would point out that

investors have embarked some thousands of millions sterling in

Hritish Securities on a gold basis, and would urge that any dis-

turbance of the financial system tending to a debasement of British

currency would constitute a monetary revolution, of which it is

impossible to foresee the effect."

The following letter has been addressed by Sir William Harcourt

to Mr. H. H. Gibbs in reply to the memorial recently forwarded to

the Treasury by the Bimetallic League :

you are aware, it is not possible for me now to reply in an

official capacity to the Memorial forwarded to me on behalf of the

Executive Council of the Bimetallic League. You know that I do

not share the opinion set forth in that Memorial, but this would not

be an appropriate occasion on which to enter at length into an

argument on this subject. I will only venture on one observation.

Your memorial refers to the depreciation of property, the depression

of industry and trade, and particularly of agriculture, and attributes

all these evils to the action of France in abandoning a bimetallic

system which you appear to consider secured, whilst it existed, to the

rest of the world the advantages which you believe flowed from that

system. You do not, however, advert to the fact that depreciation

and depression of a far more serious character occurred during a

period when you maintain that a bimetallic system was in practical

operation. Take, for instance, the thirty years from 1815 to 1 845.

In that generation all the evils to which your memorial refers existed

in a far more aggravated form than any which we have now

experienced. If you doubt my statement I should advise you to

study the perpetual Committees on Agricultural Distress which sat

during the period to which I have referred, which was also a time of

high protective duties. Those inquiries gave a still more despairing

picture than any which can now be drawn; and if you compare the con-

dition of the people, whether in the urban or the agricultural districts,

at that epoch with their condition at the present time you will find

that the wages and employment of the working class contrast most

unfavourably during your Bimetallic Elysium with their situation in

these monometallic days which you deplore."

Printed and Published by CASSIUL & COMPANY, LIMITED, LA BBLLK SAUVAGE, LONDON, E.G.
and supplied in packets of too, price 4*.
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To the Electors of the United Kingdom.

Tht Bimetallists have addressed you ; and in the following

parallel columns we five their address and our reply.

Case of the BimctallisU.

i. The prolonged depression in

re is attributed on
mil sides to the fall in prices, which is

rendering business unprofitable, lower-

ing wages, and contracting employ-

In addition to the existing
depression, there is taking place a

of produ :Mry
< .K1 Standard t<> Silver Standard

: lines, threatening he very <

rncr of many of ou mo>l important
branches of manurai

he real cause of these r

Alterations which have been made
rly recent years in the

rtary laws ofmany great countries,

demonetisation of silver has
caused monetary contraction and the

of the par of exchange between
and silver moneys of the

worlu, resulting in an artificial fall in

-. and a dislocation of trade.

The Reply.

he depression in agriculture
and in trade so far as such depres-
sion exists is not attributed on all

sides to the fall in prices. Since 1873,
when the monetary changes began,
business has not been un-
profitable, wages have not been
lowered, end employment ha*
not been contracted. Nor is the
fall in prices an evil in itself. On the

contrary, it is a benefit to the working
classes. Would they think it a benefit
if bread, tea, sugar, and clothes were
doubled in price)

2. ThiB IB not BO. Our exports to

silver-using countries have increased

at a greater rate than our exports to

gold-using countries, and the com-

petition of gold-using countries if

quite as severe as that of silver-using
countries.

3. The cause
- is not

se of such depression as
to be found in the change

of currencies. There is no symptom of

monetary* contraction, and there has
been no artificial fall f pr roe
caused by the alleged
of silver.



Case of the Bimetallists.

4. These views are held nut only by
professors ol political economy, and by

ical men who occupy the very
foremost

positions
in trade, agricul-

ture, and banking, but also by labour

leaders and by many of the most

important trades unions.

5. Recent official statements ami

Parliamentary resolutions show that the

Governments of France, Germany, and
the United States are anxious to find

some initiation of the evils of the

single Gold Standard by joining in an
Internal.onal Agreement for the re-

monetization of silver. This country
alone blocks the way, thus sacrificing
her agriculture, her most important
industries, her trade with silver-using

countries, and her good name in India,
to the supposed interest of a misguided
section of the capitalist class.

The Reply.

4. The vi ; in the address
issued by the advocates of I ntern.it ion., 1

iallism .nc not lirld by the higlirst

authorities either in this count t

abroad, on the contrary, the best
authorities are altogether op-
posed to these vi

5. (iovernments which are
selves large owners of silver, coun
which produce silver largely, and
debtors who desire to escape

f

contracts, and to pay th. u gold debts
in silver, havr . Img
the Ciold Standard Hut there is no
reason for supposing that the best

authorities even in thecounti -

referred to really desire to raise the
value of silver artificially or to under-
value gold. And however this may
be, it is clearly not ihe interest of this

country to over-value -silver or to under-
value gold. It is wage-earners
and creditors, including sav-
ings-bank depositors, whose
interest it is to maintain the
Gold Standard.

6. In view of the gravity of the

present crisis, the serious evils which
threaten the trade, commerce, and

iilture of the United Kingdom,
and the overwhelming arguments in

ir of International Bimetallism,
the Bimetallic League calls upon every
elector to give monetary reform a
foremost place in arriving at the

m -mentous decision which he is now
called upon to make.

6. The Bimetallists, as usual, merely
ask for monetary reform without stating
what is the reform they desire. Those
who desire to meddle with the standard
of value without stating what they want
to be done show their own incom-

petence. The Bimetallists seek a

conference for the purpose of ra,

the value of silver and diminishing tin:

value of gold. Now as regards
other nations it would be sui-
cidal folly to invite thorn to join
us in over-valuing silver and in

reducing the amount of
debts they owe us. As regards
our own internal concerns it is absurd
to suppose that either agriculture or

commerce can be benefited by debasing
the Gold Standard and by increa

the quantity of counters in which
business is carried on. To do so
would be to break contractH,
to cheat creditors, and TO ROB
LABOUR.

Primed and I'ublUhed by CASSKLL & COMPANY, LIMITED, LA BELLE SAUVAGE, LONDON, E.G.,
and supplied in packet* of too, price it.



-

I

GOLD STANDARD DEFENCE

ASSOCIATION.

MM BERTRAM CURRIE.
*f'Ot*T. MBWT'S LAM,

HON LORD HILLINOOON.
StRtir.

MON. OIOROE P1IU E.C

Bimetallism Briefly Refuted,

i THE most expeditious way of testing the truth of Bimetallism

is to quote what leading Himetal lists have said or written, and then

to show immediately that each statement in turn does not tally

with feet in this way an interesting museum of mis-state-

ments can be presented for the amusement or enjoyment of

the impartial spcrt . He will be able to observe at a glance

the most ancient fallacies ranged side by side with the newest

specimens of economic error, and will be often entertained at the

strange permanence of wrong beliefs.

a. In the view of the Bimetallists, if governments assert that

one ounce of gold is worth, say, fifteen and a half ounces of silver,

and coin the metals at that ratio, people generally will accept fifteen

and a half ounces of si! riminatcly with one ounce of gold.

They appeal to the history of France. For instance, the

official statement of the Bimetallic League opens as follows :

the year 1873 the ratio at which gold and silver were

interchangeable was steady, because the mints of France and other

European countries were open to all the world for the unlimited

coinage of both metals on the fixed basis of 15$ ox. of silver to

i of gold."

Professor Foxwell enforces the same idea: M Nowt this is

precisely the result which Bimetallism, so long as it is maintained,

necessarily brings about By fixing the ratio, and opening the

mints freely at the fixed rate to both metals, it creates a demand
at that rate for whatever quantity of either metal is produced."

(Address at Manchester, April 4th, 1888.)
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3- But this is not SO. The Imperial Commission of France,

appointed in i86j * k On the general m.uket silver tends to

depreciate, while gold is asked for. More than 500 millions in

silver five-franc pieces are already accumulated at the Hank of

e, and the public is no longer willing to receive these I

pieces. Thus silver apixxirs to be falling into disfavour, and we

must hasten to demonetise it if we do not wish to he left the last

to be encumbered with the inconvenient metal." Thus, open mints

did not "create a demand" in any real sense, for when the silver

\ coined people did not want it.

4. Bimetallists consider that because we have not adopted Bi-

metallism, and adhere to the gold standard, therefore the whole

country, and especially the working classes, are going steadily to

their ruin. Thus Sir Robert Edgcumbe states :
"
Looking at the

last twenty years, we see permanent and persistent changes, working

adversely to the working classes and the industrial classes of the

community, and on that fact I base my support of Bimetallism."

(London Institution, May 22nd, 1895.)

5. The exact opposite is the case, for in 1873 the

number of paupers in each 1,000 of the population was 38-3, while

in 1893 it had fallen so low as 25*8; and again, the annual average

money wages of manual labourers in this country increased from

^43 8s. in 1870 to ^53 i6s. in 1891.

6. Bimetallists assert that, so long as a Bimetallic system was

maintained through the action of France, "the standard of value

was comparatively stable
"

;
whereas "

it cannot be denied
"

that,

since 1873, "in some of the chief requirements which are expected
of a standard of value, such, for instance, as stability, the single

gold standard has lamentably failed." (Memorial of the Bimetallic

League to Chancellor of Exchequer, June, 1895.)

7. This is not SO, since between 1850 and 1873, the period of

alleged stability, prices actually varied more than between 1873.

and 1890, the period of alleged instability. Soetbeer shows that,

whereas the principal articles of trade and consumption
cost in 1847-50 100

they cost in 1873 138-28
and in 1890 108-13

8. Another favourite assertion of the Bimetallists is that, now
that silver is not coined so freely as before, there is a lack of

money. Perhaps this has been most authoritatively stated by Mr.

R. L. Everett in a prize essay on Bimetallism (Cable, Oct. 2;thr
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1894) :

" But in country after country, beginning with Germany
in 1873, and finishing *nh India in 1893. minu have been wholly
or partially closed againtt silver. One-half of the old source of

ly of money has been cut off." He add* that the people
M should demand to have free coinage restored to them, and so

m ent! to the present artificial famine of money."

9. These statements are equally Incorrect, whether

applied to the world generally or to ourselves. As regards

general: cctor of the United States Mint (Report
of 1894) estimates that the stock of the world's coin was 3,400

>ns of dollars in 1860, against 8,021 millions of dollars in 1894.

He also estimates that the present annual output of gold alone

is more than the annual output of gold and silver together thirty

years ago. Thus, even if money consisted solely of coin, whi

does not, it is a fallacy to say that the world is suffering from an
11

artificial famine of money." As regards this country, Mr. Kverett's

statement is also inaccurate. Anyone can bring gold to our mint,

and have it turned into As for silver, the Government alone

has a right to present silver for coinage, but whenever it is apprised

that more stiver currency is needed, it orders more silver to be

coined, and as it makes a considerable profit on the transaction, we
cannot suppose that it is backward in undertaking that duty.

ia Another statement frequently made is that, somehow or other,

the fall in the price of silver is ruining our trade with the East Sir

William Houkisworth has said that, owing to this cause, "in a very
short time your export trade to India will be not only reduced, but

will be simply destroyed" (I m and the Depression in

Trade, Preston, Jan. 3oth, 1895). This is the information which is

to the artisans and mechanics of I ancashirc.

What are the facts ? The Secretary to the South and

North- East Lancashire Cotton Spinners and Manufacturers Asso-

ciation, comparing the fatal year of 1873 with 1894, estimates that

the quantity of cotton doth exported to India in the former year

was 990 millions of yards. But in 1 894 the total had risen to the

enormous amount of 2,279 millions of yards (Esonsmiit, Nov. 171)1,

1894). Could a reply be more conclusive? But there is more to

be added. The Secretary proceeds to analyse the Bimetallic argu-

it that owing to the fluctuation and (all of silver, our trade with

countries "will be simply destroyed." He finds, on

investigation of the facts, that while silver countries hare sine*

1873 increased their consumption of our cotton cloth bj
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100 per cent., gold countries have only increased it by 17 per

cent, and India has, notwithstanding the increase in Indian mills,

Consumption Of our cotton manufactures by 130 per
cent Such is the amazing contrast of Bimetallic state-

ments and of solid facts !

1 2. Bimetallisms are continually asking us to imitate the Bimetallic

system adopted in 1803 by France, and to abandon the folly of a

single gold standard. For instance, our system has been talked of

as the absurd system under which it is our present misfortune to '.

and Mr. Herbert Gibb '

li.u, in regard to Bimetallism, "the

French law adopted in 1803 is usually taken as the most suitable

:ple, partly because its provisions are entirely approved by
modern BimeUllists, and partly because it operated without inter-

ruption till 1873." (A Bimetallic Primer, pp. 13, 14.)

ave on record what France herself thought as to her

own Bimetallism, and as to our policy. The preamble of the French

Currency Act of 1876 says: "From 1815 Great Britain has laid

down principles which have attracted round her an ever-increu

circle of nations"; and, further on,
" From 1857 the French Govern-

ment has studied the question, and it may be stated that since that

date the principle of the gold standard has won increasing favour

through our several Administrations." France abandoned Bi

metallism, and shall we be so very foolish as to take on the

cast-off experiment of France ?

14. If, then, the Bimetallism are so incorrect as to the past and

the present, shall we trust them as regards the gigantic speculation
in currency upon which they recommend us to embark? If, as

would appear, they wish to procure high prices at the expense of

making the currency unsound, our answer is easily and concisely

given. We will not barter sound currency for high prices.
That is not the price we would pay, nor is this the thing
we would purchase.

Since the last list was published, the following gentlemen
become Vice-Presidents of the Association : Viscount PEEL,
Lord BRASSEV, Lord GRIMTHORPE, Lord IVEAGH, Lord LJ

and Mr. L. J. BAKER.

Printed and Publuhed by CA^RI.I. & COMPANY, LIMITRD, L* BRLLR SAUVACK, LONDON, E.G.,
and supplied in packet* of too, price a*.
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An Answer to the Bimetallic League.

. m Bimetallic League have replied to the general
W the Gold Standard Defence Association, by a letter from their

Presulr:>:. Mr H H (, it. bs, which
appeared

in the Timis of the

ijth July last. On the principal points in that letter, which contains

much detail, the Gold Association desire to make the following

i he President quotes the Association as saying that under our

present system the form of an obligation to pay money is,
"

1 am
bound to pay too gold sovereigns ;

"
while, under a Bimetallic

system, the form would be "
I am bound to pay cither 100 gold

sovereigns or as much silver as is e>iual in > some filed

multiple of 100 gold sovereigns, whichever I find the cheaper."
He then states that the words,

" whichever I find the cheaper,
1*

are an unjustifiable interpolation, and merely beg the question at

issue so as to raise a prejudice against Bimetallism.

1 he words in question are perfectly i .for they only

express the fact If the payer has an option to pay in either of

two metals and the option has any meaning, he will of course pay
in the metal which is cheaper. Payment in whichever is

the cheaper metal IB the very essence of the Bimetallic

theory. That theory rests on the assumption that with free mintage
of both metals at a fixed ratio any cause which would naturally
make one metal dearer than the other will be counteracted by bring-

ing the cheaper metal to be coined, or by the knowledge that it can
be so coined.

4. As the mints will coin all silver brought for coinage, those who
own silver will have it coined, and u ill use it when coined in payment
of obligations. This is the only mode in which bimetallism has ever

operated or can operate so as to maintain the fixed ratio ; and as it

has been in the past so would it be in the future. If, for instance.



at the present moment, when the market ratio of silver to gold is as

30 to i, the proposals of the Bimetallists were adopted, and r

many of them desire, there were to be free mintage of both nic

at a legal ratio of 15 J to i, the only way in which the legal ratio

could be made effectual would be by the use of the cheaper nu tal

in payment of obligations at that ratio. An admirable thing, no
doubt, for the possessor * of silver !

5. The President of the Bimetallic league also asserts that
" the

gold sovereign is the creation of law, and that the Bimetallic

system is not more artificial than the monometallic system, since

both depend on Statute for their existence." This is an entire

ke, and betrays the confusion of thought which underlies
the Bimetallic theory. The gold sovereign is not the creation

of law in the sense in which the Bimetallic dual standard would
be the creation of law. All that the law does in the case of the

gold sovereign is to stamp it with a certificate that it is a piece
of gold of a certain weight and fineness, in fact to do just what

it does in the case of other weights and measures. In saying thai

gold sovereigns shall be legal tender to any amount, it merely says
that contracts to pay in sovereigns shall be discharged by payment in

sovereigns, in fact that the law of contract shall be observed. The
law says nothing about the value of the sovereign. It leaves that

value to be determined as the value of everything else is determined
viz. by the higgling of the market But the Bimetallic system

proposes to fix the value of gold in terms of silver, and the value ot

silver in terms of gold. It proposes to do that which no wise

Government attempts, and which all sound economists condemn,
viz. to fix by law the value of one thing in terms of another.

6. The President of the Bimetallic League admits that the ratio is

a matter of importance, but declines, as other Bimetallists
have done, to give the least inkling of what he and his

colleagues think that ratio should be. He does not even
advert to the tremendous consequences to the owners of silver

and to their creditors and customers, of doubling the value of silver

throughout the world, which would be practically the case if a ratio

of 15^ to i were substituted for the present market ratio. Nor does
he appear to see that the fixing of a ratio is not only a present

difficulty, but is an excellent illustration of the difficulty
or impossibility of maintaining a fixed ratio in future. Nor is

it, as he suggests, for the Gold Association to state what ratio they
would accept as equitable. The Gold Association do not believe
in a ratio to be fixed by law, and they leave to those who do
believe in it the responsibility of stating what it should be.

7. The President of the Bimetallic League finds fault with the

statement of the Gold Association that under a Bimetallic ratio

less favourable to gold than the present market ratio gold creditors

would suffer. The precise mode in which international debts are

settled is too intricate a matter to discuss at length on the present
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occasion. It is sufficient to point out the obvious fact that where
one man or one country owns silver and has payments to nsakn.
and the value of silver is an ilktally doubled, that man or that

country will undoubtedly gain largely at the expense of those with
whi.Mi in- ..r iii'-\ ban ! i tats

President of the Bimetallic

of it Bimetallism would raise
ai is stated, it involves a direct attack upon every
and labourer in the country, since their vein,
above all things on the cheapness .of the necessaries of We ; and he
states that his League gives the assertion an emphatic dc

1 Association adhere to their statement that if the pnot
of the necessaries of life is raised by such an alteration oi

currency as the Bimctallists pro|x>*e, the workman will be necessarily
red ; since, as all experience shows, wages in such cases rise

much more slowly than prices.

9. The Gold Association make no such confusion as is attributed

to them with respect to the causes of low prices. They assert that

low prices due to improved methods of production, transport, and

exchange, are a good thing, and they assert further that this is what
has happened 'I hey deny that low prices have been caused by a

scarcity of the standard metal, for they deny that there is any such

10. What the Bimetallic League think on this subject is

far from clear. The I

1

: Mont says that "the object of I

national Bimetallism is not to raise prices," whilst in other

: n plies that gold has appreciated in consequence of its

tive scarcity, and that Bimetallism is a remedy for the

fall of prices. Let us understand distinctly what the Bimctallists

meaa Are the scarcity of Gold, the consequent appreciation of the

Standard, and the consequent fall in prices which have played so

large a part in the Bimetallic agitation, still to be articles of their

creed, or are they not? If they are still to be articles of the Bi-

metallic creed, then the Gold Association meet them with a direct

negative. If they are r.o longer articles of the Bimetallic creed

let them be dropped; and with them will drop that large pro-

portion of popular support which Bimetallism has received from

;>eople who believe that it is its object and intention to raise

prices.
ii Mr Gibbs concludes with a repetition of the grounds

on which his League think that monetary reform is necessary, and

distinctly advocates Bmu hus going beyond the prayer
of the recent memorial to the Chancellor ol the Exchequer. In so

doing he merely reiterates the assertions that have repeatedly
been made and as repeatedly answered. But it is to be observed

that, not. )g ihe nine and labour already spent on this coo

rsy, the B<metallic
in which the Bimetallic theory

League are silent on any specific plan
cor> is to be embodied ; on the ratio which
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is to obtain between gold and silver
;
on the methods of establishing

and enforcing that ratio; and on the consequences \\hnli would

follow from its establishment

12. In the absence of any satisfactory evidence of evils due to

the present system of currency ;
of any such definite plan as would

enable the public to judge what ;>osed to sulistituu- for that

system; and of any proof that the substituted |>l.m would be an

improvement on that system, the Bimetallists must be regarded
as enthusiastic and ill-advised agitators rather than as

practical reformers.

The following gentlemen are V ice-Presidents of the Gold
Standard Defence Association : Earl of Jersey, Earl of Leven and

Melville, Viscount Peel, Lord Wantage, Lord Brassty, Lord Farrer,

Lord Grimthorpe, Lord Hillingdon, Lord Iveagh, Lord Lingen,
Lord IMayfair, Lord Welby, Viscount Duncannon, Right Hon. Sir

John Lubbock, Bart., M.P., Right Hon. Sir Mountstuart E. ('.rant

Duff, Sir F. Dixon-Hartland, Bart., M.P., Sir H. Seymour Kinu,

M.P., Sir George Baden-Powell, M.P., The Hon. Sir Charles W.
Fremantle, Sir Charles Rivers-Wilson, Right Hon. G. Shaw-Lefevre,
Mr. E. W. Beckett, M.P., Mr. E. Brodie-Hoare, M.I'., Mr. A H.
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The Olcf Bimetallism and the New.

i International Bimetallism, such as the

League now advocate, is a wholly new thing both in theory
and practice.

a. Bimetallic theory of any sort is itself almost entirely
When there was much Bimetallic practice in the world there was no
Bimetallic theory. Governments had Bimetallic laws because the

expedient of token money with which we are now so familiar had
not then been devised Two, and even three, metals are required
for currency purposes, according to the magnitude of the payments
which have to be made. For some purposes gold is the most con-

venient metal, for others silver, for others copper, just as for other

purposes again, paper, *. promises to pay, is more convenient than

any metal It has been found by experience that for these purposes
'cst not to make the tokens other than representative. Token

coins, in other words, are not full valued, but are promises to pay in

which the medium on which the promise is made is also worth a

large part of the value promised ;
but in the days when Bimetallic

practice prevailed, before the plan of token money had been de-

vised, the only way in which it was thought two metals could be used

in coinage was to rate the one to the other, and to use both at the

ratio as long as market conditions rendered that course possible,

>w ratio was applied when market conditions changed.
The coins of two metals were full-valued at the ratio, because the idea
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of charging a heavy seigniorage on the one and giving a monopoly of

its coinage to Government, which has since been found so convenient

in practice, had not then occurred to men's minds. Such was the

practice of Bimetallism in ancient times. There was no

theory as to the desirability or practicability of maintaining a fixed

ratio by the method of rating the one metal to the oilier, and having

full-valued coins of both. In fact, down to recent times, legislatures

and Governments were occupied with incessant changes in the ratio,

and had no idea that there could be fixity.

3. During the long period, also, when there was Bimetallic

practice, the monometallic theory of money arose, and received

the assent of Oresme, Copernicus, Sir William Petty, Locke,

Newton, Adam Smith, Ricardo, the Bullion Committee, Sir Robert

Peel and many more, and was embodied explicitly in the English

Monetary system, viz. that a standard for money could only be

composed of one metal, because there could not be a fixed ratio

between two, and the expedient of token money was devised in

order to employ and use two or more metals in coinage consistently

with this principle.

4. When any theory of Bimetallism such as we now have began
it is difficult to say; but even as late as the French Law of 1803 the

only reasons assigned for rating one metal to the other were the con-

venience to business of having two metals available for the different

payments required, the object now perfectly accomplished by token

coins, and the desirability of having plenty of money in a country
which it was thought would be hindered by coining one metal only.

A system of standard and token money such as we now
have thus fulfils all the objects intended by the practical
Bimetallism of those times when Bimetallism existed in

practice.

5. In the present century a theory grew up which M. Wolowski

and other economists of some repute advocated, viz. that the

system of having full-valued coins of two metals had some effect

in making the legal ratio established effective in the market, and

that it was worth while keeping up the system for that reason,

although it was recognised that any country attempting to maintain

it would have to submit to alternations in the use of the one metal

and the other, according to changes in the market ratio from the

legal ratio. It was argued, however, that such alternation was not
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injurious to the countries submitting to it, and was, indeed, rather a

good thing. It was not denied, however, that there might and would

be alternations.

6. The new Bimetallism for which arguments are now employad

is of an entirely different nature. It is now maintained in theory
that although Bimetallism was not good for any one nation, and no
one nation could make it effective, yet if all Governments were to

agree upon a ratio within certain limits not stated that ratio woold

be t Governments are accordingly called upon to

upon international Bimetallism, and to fix upon a ratio by

agreement, on the ground not merely that such an agreement might
have some effect in making the market ratio conform the argument
of the first Bimetallic theorists and that alternations, though they
would be inevitable, would not be very injurious ; but on the ground
that Government action would necessarily make the ratio effective,

and that alternations are not to be feared.

; The new Bimetallism is thus entirely different from
the old, and was unheard of in the world either in theory
or in practice until now. The new theory may be right,

but surely its extreme novelty should be recognised, and
strict proof of the validity of so novel a theory called for,

before people stake the fortunes of their monetary systems

upon it.

8. The significance of the fact that since any Bimetallic theory

was constructed its form has changed so rapidly is also very great

Bimetallic theory, as distinguished from Bimetallic practice, is hardly

half a century old, but already its advocates have advanced from

the position that the legal ratio would have some effect (of un-

known degree) in making the market ratio conform, and that

table alternations would not be injurious to the nations en-

during them, to the position that if all nations agree the legal ratio

will be certainly effective, and that there will be no alternations,

That the latter arguments began to be used because the former

arguments were found unconvincing, and for no other reason, is also

a matter of history. Bimetallism proper, before the exigencies of

controversy forced them to resort to the idea of international Bi-

metallism and the certainty of maintaining a ratio, were all for

particular Bimetallism and not merely international Bimetallism;

and their special arguments for the latter, including the assertion of
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the certainty of maintaining a ratio, are for the gallery only, and not

for those who have made any study of the subject. No economist

of any repute, except Professors Nicholson and Foxwell perhaps

we should now include Mr. Courtney with them has ever gone so

far as to maintain that a fixed ratio between gold and silver can be

established by one or more nations.

9. It is not proposed to discuss here the theory of the new

Bimetallism. That is done elsewhere. But the importance of

the history of the theory is obvious, and gees a long way
to discredit the theory itself.

THE following Memorial, signed by the most influential members

of the Stock Exchange, London, has been forwarded to the

Chancellor of the Exchequer :

"THE DEFENCE OF THE GOLD STANDARD.

" To the Right Honourable

"SiR MICHAEL E. HICKS BEACH, Bart, M.P.,
" Her Majesty's Chancellor of the Exchequer.

"
We, the undersigned members of the Stock Exchange, London,

venture to address you in support of the views recently laid before

your predecessor in office by Merchants and Bankers in the City of

London ; and also by members of the Stock Exchanges of

Birmingham, Manchester, Liverpool, Leeds, Edinburgh, Glasgow,

and Dublin.
" We deprecate, with them, the adoption of the policy known as

Bimetallism, which aims, in effect, at the depreciation and debase-

ment of the gold standard of this country.
" We believe that such a policy would inflict injury on all classes,

and we are satisfied that whoever might gain by it, such gain would

be at the expense of all who invest, of all who save, and of all who

earn wages.

"We regard the entire proposal as made in the interests of

debtors who seek to be relieved from their engagements, and as a

direct attack upon the commercial prosperity of the United

Kingdom."

Printed and Published by CASSKLL & COMPANY. LIMITED, LA BELLE SAUVAGE, LONDON, E.C~
and supplied in packets of too, price aa.
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The Measure of Value and the

Metallic Currency.

BY THE RT. HON. LORD PARRER.

i IT is a function of every civilised State to settle the terms

in which trading transactions are carried on. The State does

this in two ways. First, it prescribes certain measures of weight and

size in which the quantities of articles bought and sold are to be de-

scribed, and it gives the means of ascertaining that these measures

are accurate. Secondly, it both determines and stamps and issues the

coin in which the value of all goods bought and sold is measured,

and by means of which, as a medium, they may be exchanged. The

utility of this function is obvious. In the simplest and rudest form of

trading, one article would be exchanged against another, without any

description or definition except such as would arise out of the direct

impression made by the particular articles on the senses of the two

panics. An apronful of com would be exchanged against an armful

of meat or sgainst a hewn tree or stone, or a day's labour would be

exchanged against some handfuls of wheat ; but there would be

nothing by which the quantities of any of these articles could be

known, or by which, in the absence of the articles themselves, soy of



the parties could tell what he was giving or getting. Nor would there

be any common measure of value to which each could be referred.

The person possessing the corn, and wanting meat, wood, or stone,

must wait until he could find a person possessing the requisite piece

of meat, or wood, or stone, and at the same time wanting corn ; or

the person able to labour and wanting corn must wait until he could

find a person possessing corn and wanting labour
;
and then the two

parties must come together, and compare their respective articles by

the use of their unassisted senses.

2. Contrast this with the sale of 100 quarters of corn at so many

pounds sterling a quarter ;
or the purchase of so many pounds of

beef at so many pence a pound ; or the wages for an eight-hour day's

labour at 2s. 6d. per hour. The facilities of dealing in the latter

cases, as compared with the former, are obvious. But these facilities

would be impossible if we did not know accurately and universally

what was meant by a quarter, and by a pound weight, and by a

sterling, and by a shilling, and by a penny ;
and in order that they

may be accurately and universally known, they must be determined

in such a way that all persons must accept them ;
and this can only

be done by the authority of the State. It has therefore been admitted

in all civilised societies that the State must determine measures of

weight, size, and value. The State accordingly provides certain

standards of weight and size viz. a standard pound weight and

a standard yard measure which are kept at Westminster; and by

reference to these standards all the measures of weight, length, and

capacity used in ordinary dealings are, under carefully prepared

regulations, verified and tested.

3. The determination of the standard or measure of value is a

less simple affair than the determination of the standard pound

weight or yard. The value of any given thing is the quantity of

other things for which it will exchange ;
and that quantity is, of

course, constantly changing, and changing differently in the case

of different things. It is, of course, in such a case impossible to

have any fixed standard or measure of value such as are the

standard pound weight and the standard yard measure of length.
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The only thing which can be done is to select some object vhkh
varies as little as may be in its relation to other things, and to make

. en quantity of this the standard by which the valoe of other

things is measured. For this purpose mankind has for ages used

gold and silver. Out of these metals have been fsshiooed tat coins m
which payments have been made, and by means of which exchanges
have been effected. In other words, gold and silver coins have

not only been standards of value, but means of e:

and their true position and character as standards of value have

secured by making them also the actual media by which

and sales have been effected. For instance, suppose that a quarter

of wheat, a coat, and a day's labour will all exchange one for the

other, and that each will also exchange for the quantity of gold con-

tained in an English sovereign. Then the gold contained in the

sovereign or pound sterling will be the measure of value of the

quarter of wheat, of the coat, and of the day's labour
; and an

il gold sovereign may also be the medium by the use of which

these things are exchanged for one another.

4. But though standard coins are thus both measures of value and

media of exchange, it is very important to distinguish between the

two functions. In any sound system of currency the metal com
which is the measure of value must also be a medium of exchange :

but there are many media of exchange besides the standard com.

Indeed, in this country, and in the greater part of the civilised world,

the standard coin plays an insignificant part as a medium
of exchange compared with other more convenient media,
such as subsidiary token-coins, bank-notes, bills of exchange, bankers'

cheques, and other forms of credit. It is from a neglect of this im-

portant distinction, and of the actual facts of common business, that

many errors and much confusion arise. We find, for instance, the

word '

money
"
used even by accurate writers like Lord Liverpool

as synonymous with standard coin ; whereas, in the d

of the marltet, of the press, and of common life, "money
and includes not only gold sovereigns, but stiver, shillings, and pence,

as well as all the various instruments of credit with which we buy
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and sell, and which are probably at least a hundred times as great

at any given moment as all the gold sovereigns in the country.*

5. Of the coins used in our currency, the pound sterling or gold

sovereign is the real standard of value, and gold sovereigns are the

only coin which are legal tender for debts exceeding ;

shillings.! The gold sovereign consists of a certain fixed fraction of

an ounce of pure gold combined with a certain (juantity of alloy. J

The essential function of the Mint consists in ascertaining
that its weight and purity are what the law requires, and
in stamping and issuing it so that it may be known every-

where as certified by the Government to possess these

qualities. Beyond this the Government does nothing to

determine its value, which is simply the value of that

quantity of gold in the open market. Hut, it may be said,

The following passage from Lord Liverpool's well-known treatise on the

"Coins of the Realm" contains so good a description of the standard coin that I

quote it here, merely adding the correct expression "standard coin
" where Lord

Liverpool uses the word "money ":

"The [money] standard coin of a country is the measure by which the value

of all things bought and sold is regulated and ascertained, and it is itself, at the

same time, the value, or equivalent, for which goods are exchanged, and in

which contracts are generally made payable. In this last respect, the fmoneyj
standard coin, as a measure, differs from all others, and to the combination of the

two qualities before defined, which constitute the essence of this f
. l.ir-1

coin, the principal difficulties that attend it in speculation and practice, both as a

measure and an equivalent, are to be ascribed. These two qualities can never be

brought perfectly to unite and agree ; for if the [money] standard coin were a

measure alone, and made, like all other measures, of a material of little or no

value, it would not answer the purpose of an equivalent. And if it is made-, in

order to answer the purpose of an equivalent, of a material of value, subject to

frequent variations, according to the price at which such material sells at the

market, it fails on that account in the quality of a standard or measure, and will

not continue to be perfectly uniform and at all times the same. Civilised nations

have generally adopted gold and silver as the material of their [money] standard

coin, because these metals are costly and difficult to procure, little subject to

variation in value, durable, divisible, and easily stamped or marked."

f 33 Viet. cap. 10, s. 4.

X 123.27447 grains, in weight: Ii/I2ths fine gold, i/!2th alloy (33 Viet.

cap. 10, first schedule). The reason for this special quantity is historical, and is

founded on the quantity of gold contained in the guinea
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how can this be the case when the Mint price of an ounce of fold

is fixed by law at 3 171. tojd. ? The answer is, that by the .I/.-/

of gold U only meant the quantity of sovereigns and fraction*

of a sovereign into w) les an ounce of gold which

is brougt r coinage; and it is important to remember that

by the shillings and pence which form part of the Mimt firia art

meant, not given quantities of stiver or bronse, but the fractions of a

gold sovereign which arc known by these names. An ounce of gold

is divided into three whole sovereigns and 17 jothi and to'ijochs

and i/48oth of a gold sovereign ; and this U what is meant when

it is said that the Mini pHu of gold b $ 171. io}d. So Jong,

therefore, as the gold currency is in a sound condition, there can

be no pcrmar mportant variation between the market price

and what is called the Mint price.

6. But we could not be sure that the gold sovereign would be

of the value of the gold contained in it, if the Government had

the power to increase or diminish the quantity of coined sovereigns

at their own discretion, and thus to determine what quantity of

the people shall use. It is therefore made incumbent on

Mint to coin into sovereigns all the gold which is brought to it

for coinage. The quantity of coins in circulation must, therefore,

depend entirely on the demand for them, and not on the action of

the Government If more coins are needed, gold is brought to the

and turned into coins. If fewer coins are needed, existing

sovereigns are melted down, and exported or otherwise used. The

value of the coin must therefore be that of the gold used in miking
th nothing added but the value of the Government certificate of

eight and purity. It is this self-acting character of the

Mint which is the great safeguard of the coinage. I: : were

in the power of the Government to refuse to coin, they would be

able to rotru-t the coinage, and thus to add to its exchangeable value.

If tl able to alter the quantity and purity of the metal con-

tained in the sovereign, they would be able to depreciate its value,

as has in former times often been done In either case they would

be able to derange markets and alter existing contracts, which are
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made in terms of the sovereign or pound sterling. The self-acting

character of the Mint operations reduces the function of the S

in issuing money to that of a verifier in weights and measure

7. With regard to the silver coinage the case is different. The gold

sovereign, it is obvious, or even the gold half-sovereign, is not suited

for small payments ;
and attempts to issue a smaller gold coin, such

as the gold s-franc piece in France, have not been attended with

success. In many countries paper money is largely used for the

purpose of small payments, e.g. the paper dollar in the United

States. But it is less convenient or, at any rate, less suited to

English habits than metallic coin ;
and there is an advantage in

having a subsidiary coin made of a substance which has some value

of its own. For these reasons, amongst others, it has been found

desirable to use a metal of larger bulk and smaller value than gold ;

and silver is the metal used for the purpose.

8. By royal proclamation the gold sovereign is equivalent to

twenty shillings, or, in other words, is divided into twenty parts called

shillings. Previously to 1816 the weight of standard silver con-

tained in a shilling was 92-90 grains, making the relative value of a

given weight of silver to the same weight of gold as 15*21 to i. In

1816 the weight of standard silver contained in a shilling was reduced

to 87-27272 grains a reduction of about 6 per cent.*

9. The effect of this alteration was, at the then market value be-

tween gold and silver, to make the value of the shilling measured in

gold rather more than the value of the silver of which it was composed.

In other words, the shilling became a token-coin, the currency value

of which was no longer the value of the silver contained in it, but the

value of i/2oth of a gold sovereign. There could, therefore, be no

longer any motive for melting it down or exporting it But since

with free mintage of silver it would have been greatly to the advant-

age of the owners of silver to bring it to the Mint to get it coined

into shillings and to pay their debts with the shillings so coined,

Sec the present Coinage Act, 33 Viet. cap. 10, s. 3, first schedule. According

to this Act, the weight of silver in a shilling is, as above stated, 87*27272 grains ;

the fineness 37/4<Xhs of fine silver to 3/4Oths of alloy.
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two precautions were taken. The right of private persons to have

r freely minted for them, which had been actually impended for

many yean, was finally put an end to, and the rifht to mint
ilver coins was confined to the Government The second

precaution was to limit the operation of the law of legal

r that law, as it formerly existed, either told c

the king's authority could he offered in payment to any

under the Act of 1816 silver was allowed to be legal tender for the

amount of 40*., but for no greater amount Under this state ot

law new supplies of silver coin cannot be procured except with the

consent and by the act of the Government, and silver coin cannot

be used for the purposes of large payments.

to. The immediate effect of the Act of 1816 waj the

resumption of the coinage of silver, which it had
found necessary to suspend under the misoi

tion of the old Bimetallic Law, and thus to provide the country

with an adequate supply of small change, the want of which under

that law had proved to be a very serious evil. Very large limmiati

of silver were coined in 1816 and the years immediately following,

and there has been a fairly steady coinage ever since; in fact.

Just as much as was wanted to supply the needs of the people for

small coin.*

1 1 . Since 1 8 16 the gold value of silver has declined, and the ratio

which was then about 15 J to i is now about 30 to i : so that the

difference between the value of the silver contained in a shilling and

the value of i/aoth of a gold sovereign, is far greater than it was at

the time when silver was first made into a token coin. One con-

sequence of this is that the Government makes a very large profit

on the coinage of silver, since every ounce of silver which they now

Continued by the present Coinage Act, 33 Viet. cap. to, s. 4. Ufl
*9 ^t BAA tKw MVi./*tt fimmmm if t mi4 fa*AA tfWMMA^M / Vw-kJ K

OpCnUIOQ Of UM OUDCUUIIC Us\W| WQICO pCTVUnOTl II

Aver was impended by Uw in 1798. and waa not returned till 1816. Sine*

1816 the aggregate coinage of silver bat been abort ,41,000,000, or. on an

over Z $00,000 a year.

^4
i
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lor about 2s. 6d. an ounce they issue, when turned into silver

coins, at 55. 6d.

12. The silver coins are not, therefore, a measure of value at all
;

they are a token-coinage, only used for small transactions. And when

a silver coin is spoken of as denoting the price of any article, wl>

: by it is the fraction of the gold sovereign to which it cor-

responds. If we say that mutton is worth a shilling a pound, we

mean that a pound of mutton is worth i/2oth of a gold sovereign.

If we say that wheat is 505. a quarter, we mean that a quarter of

wheat is worth two gold sovereigns and a half. Under this system

the action of the Government in respect to silver coins differs

entirely from its action in respect to gold coins. In the case of

gold coins the Mint is obliged to coin all the gold which

is brought to it
;
in short, to turn all the gold brought to

it into gold coins. In the case of silver it is not under

any such obligation.

13. The supply of silver coins needed for the retail dealings of

the country is easily effected through the banks. When they find

that their customers want silver, they demand it through the Bank of

England from the Mint, and pay for it in gold coins. They have no

motive to ask for more than is really wanted by the country as silver

currency ;
for the silver in the coins would be worth less if melted

down for use in the arts or for exportation than it is worth as silver

coin. The Mint buys the silver needed to make the required coin,

and gains a profit by the difference between the market value of the

silver and the price in gold given for it. But, as they only issue it in

accordance with the demands made for it by the bankers, they do

not issue more silver coins than the people need.

14. In order that the Mint may perform its function of verifying

the quality of the gold and silver used in coinage, there must be

a standard of quality. This is found in certain plates of gold and

silver which are kept with other standards by the Board of Trade,

and which are produced annually on what is known as the Trial of

the Pyx, when a jury of the Goldsmiths' Company compares samples

of the metals used by the Mint in coinage with the standard plates.



These standard plates were formerly kepi in a chapel opening into

the cloisters of Westminster Abbey, called the Chapel of the P>

i the king's treasures used to be stored, and on the door of

which i* Mill to be seen a trace of the skin of a malefactor flayed

aliv< ,,g to rob the king's treasury. The Board of Trade

wished to hand this chapel over to the Uoan and Chapter, within

whose precincts it lu<
, lut the late Dean Stanley characteristkally

refused to receive it, on the ground that the retention of this interest-

ing spot in the precincts of the AbU > by a department of the Scat*

which has to do with the regulation of trade was a symbolic link in

the relations of the State to the Chur

15. What is true of silver is also generally true of the copper

or, rather, the bronze coinage. The metal employed in the

bronic coin is worth less than the fraction of the gold sovereign.

i it is used to express, and it is not a legal tender for

more than iad. The Mint issues it from time to time in

different districts, and contracts the issue when it is found to be

superabundant.

:i therefore be seen that gold U the sole ultimate

measure of value in this country, and that its value as compared

with other commodities is determined precisely in the same way as that

of other commodities, viz. by supply and demand ; in other words, its

value is the value which people will give for it The sole function of

the Government is to ascertain the quality and weight of the gold, and

to give it a stamp denoting that quality and weight Other coins are

measured in gold, and do not pass according to their own intrinsic

or market value
; they are tokens, not articles of commerce. The

function of the Government with respect to them is to supply any

number for which the corresponding price in gold is given ; to verily

the quantity and quality of the metal they contain, and to stamp

them accordingly. The system of currency thus described has

solved two great difficulties. Kirst, it has adopted as material of

the coin which is freely minted and which forms our measure of value

one and not two metals so that the evils of a constant alternation

between gold and silver, and of the frequent expulsion of the one by



the other, under what is known as Gresham's law,* have been put an

end to. How great were these evils may be easily learned by those who

will read history, not through Bimetallist spectacles, hut by the light

of the facts themselves.t In adopting this standard it does nothing

but stamp the coin with a certificate denoting the quantity and

quality of the gold which it contains, and it says that the coin so

stamped shall be accepted as being what the Government state it to

be. It says nothing of the value of the coin, but leaves that to be

determined as all other values are determined by the higgling of

the market.

17. Secondly, it has reconciled with the adoption of the

single metal, gold, as the sole standard of value, the free

use of as much silver coin as men need for use as a medium

of daily exchange. It is clear, as above stated, that gold coins arc

not suited for small daily payments wages, travelling fares, and the

like ;
and very great inconvenience has often been felt in Bimetallic

countries when, in consequence of the operation of the Gresham

law, silver coins have been melted down or have left the country.

Since the reform of the coinage in 1816 no such inconvenience has

been felt, or, if felt, it has been promptly remedied.

1 8. To make the system theoretically perfect, two things ought,

perhaps, to be done. It is conceivable that the Government, which

has the coinage of silver in its own control, might refuse to coin

silver when really needed. It is not likely so to refuse, because, so

long as silver is overvalued in the coins, the Government makes a

large profit by the coinage of silver. But there would seem to be no

reason why, so long as silver is thus overvalued, the Mint should not

be obliged to give twenty shillings in silver for every gold sovereign

brought to it. There would be no fear of an over-issue, for no one

would give a gold sovereign for twenty shillings the silver in which

* " Bad money drives out good
"

is the popular statement of Gresham's law.

In other words, if you give people the alternative of paying in either of two

things, they will pay in the cheapest.

t Those who care to see what Bimetallism has done for the nations which

have adopted it may be referred to Mr. Shaw's "
History of Currency

"
(Wilsons

and Milne, 1895).



is worth much less than a sovereign oaten ne meant to use them as

change. A more probable danger might arise from an over-issue of

coins, if we could imagine that our Government were disposed

to make money by such a device. Such an abuse might be checked

by making the token-coins what they really are, viz. promises to pay

gold, and by compelling the Government to redeem them in gold at

tace-value. Suppling these two additional precautions to be

adopted, the principle on which our token-coinage is founded would

be carried out completely, and the action of the Government with

respect to it would be, as it is with respect to our gold coinage,

y autocna

19. Our present system possesses a further convenience.

The gold sovereign, or jxnmd sterling, unites in itself three characters :

It is the measure of value ; it is also the current coin ordinarily used

by the people as pocket-money ;
and it is the unit ot account in

which all the dealings of the country, and most of the dealings of

the commercial world, are carried on. This is an advantage not

possessed by other nations with a gold standard & the United

s, where a gold dollar is rarely, if ever, seen; and France,

there is no such thing as a gold franc

20. From the above account of our coinage, it will be seen bow

is to speak of our law of 1816 as having
'

monetised In fact, it had the opposite effect It finally

look from it the possibility of ever becoming the standard metal, or

measure of value, or of being used compulsorily in large payments,

n so doing, it made the use of silver in the form of subsidiary

and token coins convenient and secure by placing them under con-

ditions which offered no inducement to melt them down or export

them ; so that, as a matter of fact, silver which was scarce and little

used in this country before 1816 has since the change in the law

been largely coined and used. The importance of the principle

of a subsidiary silver token-coinage, first embodied in the

English currency reforms completed by the Act of 1816,

may be illustrated by the great extension which the prin-

ciple has received in other countries in later years. It



was estimated by the Gold and Silver Commission (Final Report,

Part II., par. 56) that out of ,392,150,000 of silver in use as

money in Europe and America in 1885, more than three fourths

was subsidiary silver currency maintained at an artificial gold value.

In the Report of the Indian Currency Committee (pars. 67 to 96)

b contained an analysis of the currencies of the principal com

of the world. This analysis shows how comparatively small is the

actual quantity of gold coin in the currencies of nations which

successfully maintain a gold standard at par ;
and how large is the

part successfully played by silver token-coins and other subsidiary

forms of currency.

21. The particular cases are too long to be described at length

here, but special reference may be made to the enormous quantity

of silver kept in circulation at a gold value in Germany, France, and

the United States, and to the case ot Holland and its colonies,

where there is a successful gold standard with a circulation of paper

and of silver inconvertible except for export. It is also worthy of

notice that these subsidiary currencies are maintained at a gold

value by closing the Mints to the free coinage of silver and without

the further precautions taken in our own case. Experience drawn

from these cases suggests that the future development of the cur-

rencies of different nations, and the remedy for any difficulties which

may arise either from increased demands on the standard metal or

from the growing need of a single standard of value throughout the

world, may be found in the extension of credit and in a free use of

token and subsidiary currencies coupled with the single gold standard,

rather than in a hopeless attempt to tie gold and silver

together by a marriage of which Nature has forbidden

the Banns.

Printed and Published by CASSELL ft COMPANY, LIMITED, LA BELLE SAUVAGB, LONDON. E.G.,
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i 1 HE character and operation of our present metallic currency

have been explained in leaflet No. 7. The following is an account

of the steps by which we arrived at our present Gold Standard.

The story begins with the coinage of the guinea in the

second half of the seventeenth century. Previous to that

the history of Knglish coinage is a record of arbitrary changes
made by kings and governments in the weight and fineness of the

coins, or in their relation to one another, or in the rate at which

they were to be received in payment : changes made for various

purposes, e.g. to cheat creditors ;
to provide sufficient currency ; or

For the facts and extracts given I am indebted to Lord Liverpool's letter

on the Coins of the Realm, ed. 1880; to the Appendix to Dana Morton'*

und"; to the Appendix to GibUf

"Colloquy on Currc.

lory of Currency," 1895 ; and to Kalkman** "
England's

Obergang rar Gold wahnang im l8th Jahrhundert," Strassbarg, 1895. I am also

indebted to Mr. Edward Rigg. of the Royal Mint, for the figures relating to

coinage, and for valuable criticisms.
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to meet and counteract the constant fluctuations in tlu- relative

le or market values of gold and sil\.

2. Subsequently to the coinage of the guinea msei counsels

prevailed under the advice of Ix>cke and otlu-is. and no arbitrary

change in the weight of the guinea was made in>m 1670 until the

guinea was replaced by the sovereign in 1X16. When thai

done, the sMu-rvign, or sterling which, as the unit of account,

had long lieen
; ','

of a guinea was coined so < -iglu

of the gold which a guinea had previously contained. The guinea
is therefore the foundation of our present gold system.

3. At the time when it was first coined the king had the r

to fi\, by proclamation, the weight, fineness, and denomination of all

coins, and all gold and silver coins issued by the royal mint

receivable in payment to any amount. But though both gold

and silver coins were thus current, silver was the sole legal tender ;t

and was also in common opinion, as it had originally been in fact,

the standard metal
;

and this opinion, as we shall see, exer-

great influence on the course of events.

4. In 1666 an ActJ was passed, under which the mint was made

open to both metals and everyone was entitled to have any quantity

either of gold or silver turned into coin. This law continued in force

until 1798, with the exception of a few months in 1696. The weight

of the guinea was, under the Mint Indenture of 1670, to be at the rate

of 44i to a pound troy of gold. Its value in silver was to be 2os.,

apparently on the ground that this ratio represented the relative value

of gold and silver in the two coins, which, as a matter of fact, it

never did. The mint rate was not acted on or enforced. It

appears to have been the policy of the government to treat gold

as subsidiary to silver, and to leave the guinea to find its own value

in silver money. At any rate, the public were allowed, without

interference by the government, to put their own rate upon the

Shaw, p. 1 60.

f Adam Smith. 9th Ed., b. I., p. 59. Kicardo Kd., 1876, p. 224. Ji

Money, p. 98.

J 18 Charles II., ch. 5. Dana Horton, p. 230.

$ Liverpool, p. 78. Dana Horton, ch. vi.
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i, and h rose m value becoming in 1695-6

as much as 301.* I-T this rise there were various reasons. The

most important was the state of the silver coin, which by clipping

and waste had become so bad as to lose half r

and value. But this was not the only reaton. (iold was becoming

more abundant and cheaper in the markets of the world, and

possibly on this account, and possibly also, as Lord Liverpool

lit, t on account of its greater convenience, people preferred gold.

probable thai there was also unhealthy speculation in guineas.

Speculation in the price of gold and silver, disastrous to

all but money changers, has always been the result of past
Bimetallism.! The consequence of this state of things was

there was a great import of gold ;
that all good silver

hoarded or exported ; that there was

a terrible scarcity of silver coin ; that no one knew what was the

value of the current silver coin ; that all ordinary dealings were

plunged into confusion : and that the value of English money abroad

in other words, tlu ! .mges fell heavily. The first

remedy proposed and adopted was to call in and re-coin the bad

.is above stated, was still regarded by the

public, as well as by the highest authorities, as the standard

money of the country. This step, as is known to every reader of

Macau lay, was a step of first rate importance. It was taken on the

advice of very able . to have cost the country

,2,700,000, a \ast sum for those days. Nor was this the only step

taken. Orders were made from time to time by the Treasury

and gradually reducing the MAXIMUM amount in silver at

which the guinea should be taken at the public treasuries ; II and

statutes were passed reducing the MAXIMUM rate in Ml\.r at which

guineas should be taken by the publx . In 1(196 the MAXIMUM silver

II,it..n. API-., p. 238. Liverpool, pp. 89, 157.

verpool, pp. 92.

LW,/ttrfn.

S Lord Liverpool, pp. 8$. 92. The whole National Revenue in the reign of

Charle* II. did not amount to a million and a half. (Macaulay, i. 298.) The
,jc from taxes in 1688 wa between 1 ,600,000 and /IJOO/XXX (Dowell.

'HUtory of Taxa' ? ^
| Dana Morton, pp. 24** 24*, 249, 253.

ON ,NW
* b'



price of the guinea was reduced by statute to 2^.. ami Is to

22S,* In the same year a still more stringent measim- *a> taken.

The importation of guineas was forbidden by statute, and the min

closed against goldt This statute was, as lias luvn noticed
above^

m operation for a few months and was repealed in the following

year.! In 1697 the Treasury gave notice that they would not receive

guineas at more than 2 is. 6d., but no guineas wtrc brought in, and

in a few days the Treasury directed them to be again received at 22s.

In 1698 a report of the Commissioners of Trade, signed amongst

oilier persons by Lock ^iied, which, after recommending a

further reduction of the rate, sustained that recommendation by the

following instructive passage :

" This appears to us the most con-

"venienl way, because it may at all times be a ready and
"
remedy upon any variation that shall happen in the price of gold,

" or even in case this now proposed coining of guineas should not

"
prove sufficient : For it being impossible that more than

11

one metal should be the true measure of commerce
;
and

"the world by common consent and convenience having
"settled that measure in silver, gold as well as other

"metals is to be looked upon as a commodity which,

"varying in its price as other commodities do, its value
"
will always be changeable ;

and the fixing of its value in

"
any country, so that it cannot be readily accommodated to

" the course it has in other neighbouring countries, will be

"always prejudicial to the country which does so." II

5. The report then proposes to reduce the rate of the guinea to

2 is. 6d., which, though not quite so low as the rate in neighbouring

countries, will, the commissioners think,
" with the addition of costs

of coinage, etc., be sufficient to stop the excessive importation of

gold" The MAXIMUM rate was accordingly reduced to 2 is. 6d., and

so continued. But gold was still imported and coined into guineas ;

and the price which could be obtained for a given weight of silver

7 and 8 William III., c. 10 and 19. Dana Horton, pp. 243, 245.

f 7 and 8 William III., c. 13. I >ana Horton, p. 244.

J 8 and 9 William III., c. I. Dana Horton. p. 247.

Dana Horton, pp. 248, 249.

| Dana Horton, p. 252.
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bullion continued to be greater than the mm in silver coins into

which it was coined at the mint , or, in other word*, the market price

exceeded the e. No private person brought to the mint

for which he could get a larger price elsewhere ; and the new

:S which were more valuable as bullion than as coins, were

melted down and exported. England was stripped of her good
silver and the cost of the new coinage was entirely thrown

away. Bach were the results of the Bimetallic system. This

state of things continued till 1717, when Sir Isaac Newton made his

rated report, in whi< h he pointed out that whilst the guinea

passed for a is. 6d in England, it was in the market that is to say,

reign countries worth only aos. 8d f and recommended that 6d
should be taken off and that it should be rated at us.* This was

accordingly done. In 1 7 1 8 the guinea was rated by proclamation

and by a new mint indenture at 2 is., and appears to have been so

\ed by the public. t But the steps thus taken had little or no

effect on the state of the currency. Gold was still freely brought to

the mint and coined into guineas ; little, if any, silver was brought to

the mint ; and there was throughout the last century and down to

1816 a great dearth of silver coin in this count:

The coinage of gold and silver in the various reigns from

Charl 1816 was as follows :

Charles IL (16601685)

Jmrow II. (1686-1688)

>ry (1689-1694)

William III. (1695-1701)

Anne (1 702- 1 7 14) ...

George I. (1715-17*7)

George II. (1728-1759)

George III. (1760-1815)

GOLD.

4,672,768
(1667 1 0*5 only in

M. : K. S)
1,659,026

482,342

;. 044,428

3,128,710

;.i5*

i 1,034,979

67,970,181

KK.

L

386,675

' 5.895

,014,047

530,608*

"9,905

64,625

*
1 . rjool, p. 93. See for other reports by Sir Isaac Newton, DIM

Morton, pp. 261 I

verpool, p. 95.

% Liverpool, p. 206 ; Shaw, p. 231 ; Kalkman, p. 64.

Of this amount, 320, 373 was struck at the Edinburgh Mint, in |iillMlii
of the Treaty of Union.
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.\ppcndcd to tin a return giving the coinage of gold and

silver in each year from 1700 to 1810. when the present system was

introdui ed. It will be seen from these figures that with the ex

lion of the new coinage in William the Third's reign, amounting to

"]>000,000, all, or almost all, of whit h disappeared, ti. little

or no sih 1 from 1700 down to the introduction of the token

coinage in 1817.

6. Shortly after the middle of the eighteenth century the gold

coin, which had become abundant, and was in fact the current coin

of the country, had fallen into a very defective condition ; the market

of gold bullion exceeded the price in sovereigns given for it at

the mint, and the Foreign exchanges fell. In 1774 the defective

gold coins were called in and re-issued, a step which was followed

by complete success.* The mint price became equal to the market

price; the Foreign exchanges rose, and the gold coin remained

in the Kingdom. At the same time an Act was passed providing

that, for sums above ^25, silver should be legal tender not according

to the face value of the coin, but according to its actual weight or

contents viz. at 55. 2d per ounce.t This Act, important as it has

been considered in a theoretical point of view, was probably in-

tended, not so much to depose silver from its rank as the standard

metal, as to obviate the defects of the silver coins. It had little

practical effect, since little silver coin was current, and all large

payments were already made in gold. But in or about 1797 a

change occurred in the relative market or outside values of gold and

silver. From the time of the introduction of the guinea down to the

close of the last century the value set upon gold in England was

higher, and that set upon silver was lower than in the outside

markets of the world, and the consequence was that gold flowed

into England and that silver flowed out of England. But towards

the close of the century the production of silver increased, and the

balance was changed. According to Soetbeer, the market ratio of

gold to silver was 15*27 in the decade 1701-1710, and fell steadily

Livcrjxjol, p. 194 : Shaw, p. 233 ; Kalkman, chap. iv.

t 14 Gco. III., c. 42. Shaw, p. 235.
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|-6 4 in 1771-1778. From that nine it began to rise,

m 1801-1810 reached 15*61, which wai considerably higher

than the 15*2 which corresponded to the ratio of the guinea at

ais.*

h standard, silver was becoming the

cheaper metal, and nglith law had remained unaltered gold

would have flowed out of Kngland and silver would have flowed in.

Consequently, and no <loul>t for the purpose of preventing such a

change, the .Vt of 1 7 ng the character of silver as legal

tender (which had been allowed to drop) was r< . 1798-9 ; the

free coinage ofsilver was suspended, t and remained so suspended until

1816, when our present system was finally established. Under that

system, the effect of which is fully explained in Leaflet No. 7, gold
became the sole legal standard metal as it had previously

been the actual standard. The sovereign, containing in weight

|} parts of a guinea, became at once both the standard of value, the

gold coin in current use, and the unit of account The mint was

and remained freely open to gold ; and gold sovereigns were, and

remained still, legal tender to any amount On the other hand, the

to coin silver was confined to the government The bullion

contents of the silver coin were purposely made less in value than

the face value of the coin ; and silver coins were made legal tender

for forty shillings, but for no more. The provisions of the Act of

1816 were re-enacted by the < \ct of 1870.! From 1816

has been regularly coined, in pursuance of the public demand

Iver token coin, at an average amount of half a milli<

a year. During the same period ,307,000,000 of gold has

been coined, an average annual amount of ,3,886,000.

h must be remembered, in considering the figures, that

whilst the mintage of the standard coin in this case gold does not

necessarily represent a demand for turret gold coins, being

equivalent to bullion, are constantly melted down and exported,

Report of (. In rnimnhrinn. \>! II., A; . . ; 162.

t 38 Ceo. III. c. 59, continued by 39 C.co. III. c, 75.

| jj Viet. c. 10.
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the mintage of token silver coins does represent a real permanent

demand for silver currency, since those coins, being more valuable

as coin than as bullion, remain in use as coin, and are not melted

down or exported.

8. The alove are the facts. The lesson they teach has been so

much misrepresented that it is worth while to make a few

tions on them. To read Bimetallic literature one would

suppose that the free coinage of Silver was an inestimable

blessing*, that the English people really enjoyed it until

1816, or at any rate until 1798
;
and that it was then taken

from them by the arbitrary action of gold currency

faddists, of whom Lord Liverpool was the chief.* There

cannot be a greater travesty of history. The merit of i...rd

Liverpool was not that he invented a new Currency Theory; but that

he had a true insight into what had long been the actual fact, and

that the course he advised adapted legislation to the facts. It is

true that by law the mint was open to silver until 1798, but it was

open to silver under conditions which in the then state of the

market prevented silver from being brought to it The metal

which the people freely bring to the mint to be coined is the

metal which constitutes the standard coin, and is the measure of

value. A metal which may by law be coined, but which nobody

desires to have coined, is as little the standard as a metal which the

law forbids to be coined. Gold became our standard because people

brought it to the mint to be coined. Silver ceased to be the

standard because they did not This process began at a time when

the law favoured neither metal, silver was the acknowledged standard,

and the sole legal tender, and when the people were free to

put what silver value they pleased upon gold guineas. It is not

the fact, as Mr. Gibbs says,t
"
that the alterations of the Rates

which caused the banishment of the silver coin were made from

time to time by^Orders-in-Council addressed to the mint." The exact

See Dana Morton's Silver Pound, passim : Gibbs
1 "

Colloquy on Currency,"

p. 271.

t "Colloquy on Currency," p. 273. See also Foxwell, evidence before

Agricultural Commission, 23, 8267.
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opposite was the case. The over-valuation of the guinea which

caused the banishment of the silver coin was the act of the

people. The various acts of the government prior to and including

.on of 1717 were all in the direction of reducing that

ill placed a MAXIMUM limit on its value ; and it

was not till t issued on the advice Isaac

Newt 11 as maximum value was placed on

it, ami ih.it the guinea was actually rated at a fixed amount The

people no doubt placed an extremely high value on the gold coin ;

was probably the bad state of the silver

coin. But this was not the only reason. When the silver coins

were called in and recoincd, at their full weight in silver, people still

rred the gold coins and the new v fl were melted down'and

say the Bimeta Mists, "this would not have been the

case had the gold coins l>ccn properly rated down to the silver coins."

the experiment of rating Mmm the gold coin was tried, and the

a was actually reduced from 30$. or 315., its highest silver price,

to 2 is. 6d., and afterwards, on Sir Isaac Newton's well-known

report, to us. Still people preferred the guinea; the guinea was

\ more here th.in it was worth abroad: silver was worth less

here than it was worth abroad
;
no silver was brought to the mint

and good silver coin still left the country. *vAh !

"
say the

Binu this was all the fault of the government. Had they

but rated the guinea lower still, they would have succeeded in

keeping their not this fact the surest evidence

that the people would not part with gold? The authorities

wished to keep their silver; but they wished to keep it with

out losing their gold ;
a thing which the operation of the Bi-

metallic law rendered impossible. The government, advised by
the >. desired to retain silver; they believed

I to be still the standard ; they lowered the rate of the

guinea as far as they could; and they even took the step (but

for a few months only) of dosing the mint against gold. But

further they did not and they dared not go. They either could

not or would not put a rate upon the guinea which would deprive

people of its use ; a rate which would drive gold abroad and keep
<-. Whether the government did not wish or did not
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to deprive the people of the use of guineas is really iimnateri.il.

The fact remains that they did not take ilu- steps \\hirh tlu y knew to

be necessary for that purpose, and gold remained the metal

which was the cheaper in the market, which the people

preferred, and which consequently became and continued

during the whole of the eighteenth century the current

coin and the measure of value.

Gold had thus, before the beginning of the eighteenth

century, become the standard coin, and so far as tint coii

concerned no diffi< felt. The re coinage of the gold cun

in 1774 was completely successful, and was attended by none of the

which followed the re-coinage of silver in 1695-1699. The in-

convenience suffered during the eighteenth century was of adifi<

kind. It was a want of small change due to the fact that under the

Bimetallic law which opened the mint freely to both metals, silver

not coined, and full-value silver was melted down and exported.

Of the real inconvenience thus sustained we who enjoy abundant

silver coinage under the law of 1816 can form little conception.

l-'or the rich to have no pocket-money with which to pay fares, food,

or wages; for the poor to be deprived of the ready money with

which to buy all the necessaries of life, these are evils almov

great as the evils which attend a faulty standard. And these evils

were the inevitable result of the Bimetallic law. The first

person who seems to have suggested the true remedy was Sir John

Barnard, of Stock Exchange notoriety.* He recommended that the

weight of the silver coin should be reduced, so that it should

become a token, and that it should not be legal tender. He also

proposed that no more silver money should be coined than should be

found necessary to make a free circulation of silver coin. Adam

Smith, writing in -1776, saw that gold had become the standard, and

he saw that it had become the standard in Ix>cke's time, though

Locke had never seen it himself. Adam Smith also suggested the

over-rating of silver coin as the means of preventing its exportation.f

"ThoughUon the Scarcity of Silver Coin," 1759. Sec Kalkmnn, p. 113.

t Sec passage quoted in Gibbs' "CollfK|uy on Currency," A pp. xxxv.
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;
wared Lord Liverpool'! famous letter on the Coin*

lie had been nul in the reform of the

gold coinage in 1774, and was a member of the Commiition which

recommended the MSJ>CM- lver coinage in 1798. This

'.' Beared in 1805, !>ui it was probably written much ear

. i Inn hi i he foundation of the reform which was accomplished

in i :, to far as I can judge, have the Bimcullists succeeded

m tli. .ulit <>n the substantial accuracy of his account of

.H...LI. in n ..i the Gold Standard. \\'hcthcr he does or does

not attnlnitc too nun h un|iortance to the greater convenience of

gold as a current coin, and to its greater stability, and whether he

gives sufficient weight to th< . at tanning gold and silver

whicl :n 1695 to 1717, seem to me immaterial

questions. The real |*im is that when the market was free, gold

became over-valued in England, and that the Government, though

desirous of retaining silver as the standard, did not venture to stop the

free coinage of gold, t< > ie gold, or even to rate gold down to

ate which was > urrent are of the attempt to

keep both metals ui<m when not rated; the mischievous

speculation in gold guineas ; the futile attempts at tariffing under the

advice of Locke and Newton ; the loss of all the newly-coined silver

in the seventeenth entur\ . am! the dearth of silver money in the

eighteenth century . are illustrations of the evils of a double standard.

also illustrations of the mistakes which Governments make,

iviseil l>\ the ablest men, when they attempt a task

beyond their proper 1m

The facts given above are undoubted : and what they

really show is a steady progress, conscious or unconscious,

towards the adoption of a single Gold Standard, a progress

due not solely or chiefly to the arbitrary acts of a Govern

meat, but to the wants and habits of the people, and to

economical laws which neither Governments nor people

can neglect with impunity

VII

fa h\*r Aft*
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BY MR. HENRY DUNNING MACLEOD.

i. 1 ME whole of the controversy between the Bimetalists and the

Monometalists may be reduced to a single, simple and definite issoe.

Supposing that gold and silver are coined in unlimited quantities,

and a fixed legal ratio is enacted between them :

(a) Is it the fixed legal ratio enacted between the coins which

governs the relative value of the metals in bullion ?

() Or is it the : .ilue of the metals in bullion which

governs the relative value of the coins ?

(f) And if it be found im|X)ssible for any single and separate

country to maintain gold and silver coined in unlimited

quantities in <

r, at a fixed legal ratio, is it

possible for any number of countries combined to do so by
international agreement ?

n the first of these issues, and the Mono
metal econd. With respect to the third question,
the Bimetalists maintain the aftir .uui the Monometalists the

The purport of the following remarks is to explain
why the European States, having vainly attempted to
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maintain bimetalism for 500 years, and having found it a

hopeless failure, have been constrained to abandon it and

adopt monometalism.

2. Charlemagne established the system of coinage which was

adopted throughout Western Europe. He made tin pound weight
>f silver the standard, and coined it into 240 pennies. For some

renames these were the only coins issued by the Sovereigns of

France, and for a considerable time they coined these pennies at

their full weight and fineness. But about the beginning of the

twelfth century they began not only to diminish their weight, but

to debase their purity. They considered it part of their inalienable

divine right to declare that their subjects should accept the diminished

and debased coin at the same value as the good coins of full weight.

They further complicated matters by issuing gold coins, and they

considered it as part of their divine right to change the rating of the

coins with respect to each other as often as they pleased These

constant tami>erings with the coin produced commotions and dis-

turbances for centuries, and drove away foreign trade from the

country. At length that great sovereign Charles V., surnamed the

Wise, perceived that the only way to restore prosperity to the

country was to reform the coinage He referred the matter to one

of his wisest and most trusted councillors, Nicolas Oresme, after-

wards Count Bishop of Lisieux, who, in answer to the appeal of his

Sovereign, drew up, in 1366, his now famous Traictie de la premiere

inrentwn dts Monnoies in twenty-six chapters, which has only recently

been brought to the notice of economist^. After explaining the true

nature and uses of money, he laid down the following principles :

That the Sovereign has no right to diminish the weight'

debase the purity, or change the denomination of the coin.

To do so is robbery.

b. That the Sovereign, or the law, can in no case fix the value,

i.e. the purchasing power of the coins. If he could do so,

he could fix the value of all commodities.

That the legal ratio of the coins must strictly conform to

the relative market value of the metals.

d. That if the fixed legal ratio of the coins differs from the

natural, or market value of the metals, the coin which is
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underrated disappear from circulation, and the

coin which i overrated alone remains current.

graded a; cd coin is allowed to circulate

along with good and full oin all the good coin

disappears fr nion, and the base coin alone remain*

CU:: ! COIIUIUT

This great treatise, whu h may justly i>c imd to stand at the head

iodern econot i the foundations of monetary
science. As it was written long before the days of printing, it never

got into put It is me; :ort addressed to

Charles V. The same evils exited all through Kurope, and wete

ailed

land, whu h then cmnprclu. tided the modern Prussia, was,

:g other com 1 with these evils. Siijismund I.,

of Poland, who was fully sensible of the injury they inflicted

upon the country, sought the who was a member
At tin- Sigismund, Copernicus

526 drew up a masterly treatise on money which he entitled

A*.//;.- ;./ ..<.:'./;.:' . which hii oolj been ditoovond vttfaio dn

present century, an.l is mt ludeil in the magnificent edition of his

works printed at Warsaw in iS; . micus had no knowledge of

the treatise of Oresme o years before his time, hut he came
to exactly the said :

(a) i tour pnn ^es of the decadence of States are

< ord, |
>estilc nee, the barrenness of the land, and

the debasement of the coin.

(6) That it is impossible for the prince, or the law, to regulate

the value of the her commodities.

(t) That all the prince, or the law, can do, is to maintain the

coin at a fixed denomination, weight and put

(</) That it is robbery for t! to change the denomination,

diminish the weight, or debase the purity of the coin.

(<) That it is impossible for good full-weighted coin and for

degraded and debased coin to circulate together ; but that
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all the good coin is hoarded, or melted down, or exported,
and the degraded and debased coin- alone remains in

circulation.

(/) That the coins of gold and silver m uioto

each other as the metals in bullion do in the market, and
th.it this ratio must never he < han-ed. except in conse-

quence of a change in the market ratio of the metals.

That when good coins are issued from the mint, all the

and degraded coins must be withdrawn from circulation, or

all the good coins will disappear, to the ruin of

commerce.

(k) That it is impossible to have two measures of value in the

same country, just as it is impossible to have two measures

of length, or weight, or capacity.*

4. As in all the rest of Europe, the standard in England was the

pound weight of silver, coined into 240 pennies. Except during the

turbulent reign of Stephen, the early English kings did not diminish

the weight or debase the purity of their coins. But immense
numbers of false coiners sprang up, and notwithstanding the severest

penalties of mutilation denounced against them, it was found im-

possible to suppress them. Moreover, vast quantities of base money
imported from abroad. All the good money disappeared from

circulation as soon as it was issued from the Mint. Edward I.

the first to debase the coinage, by coining 243 pennies out of the

pound weight of silver and yet to call the diminished coins by the

same name. In 1344 Edward III. coined gold money, and thus

Bimetalism was established in this country, and for 470 years the

futile attempt was made to keep gold and silver coins in unlimited

quantities in circulation together, at a fixed legal ratio. Henry
VIII. was the first, not only to diminish the weight, but to debase the

purity of the coins, and this practice continued during the reigns of

Mary and Edward VI. I )uring all this time repeated debates were held

in Parliament in consequence of the disturbances and miser)' caused

Mr. Gibbs has impugned the accuracy of this summary from the

works of Oresme and Cojx-niii uld he too long to give the original

passages to justify them, but I have given in my liwtctalistn careful extracts of

these works.
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e bad it >.igc, and the instant disappearance of the

good coin as soon as it was it- No measure*

e and withdraw from circulation the dipped,

degraded, and debased coin, as Oresme and Copernicus had pointed
out ought to l-c done. The statesmen and financiers of the day
were it the extraordinary disappearance of all the

good seemed to think that the people were inspired by

degraded and base coin, and to reject the

good < om. 1 In y had no Oresme o- them

an assured law of nature that bad coin always drives good
The only remedies they could devise

penalties of death and mutilation against all

who c i he good coin, which were wholly ineffectual.

he shameful state of the coinage caused so much public

-;avc rise to so many disturbances, that the council of

Edward VI. saw the necessity of reforming it, and had taken

measures for that purpose when the boy-King died. No sooner had

>cth acceded t<> the throne than she turned hi: >n to

Uic the reform of the coinage begun by her

brother, being moved thereto by the illustrious Gresham, who was

In this country to point out to her that good and bad coin

cannot circulate together, but that the bad coin always drives the

good coin out of circulation. The facts were only too familiar by
the experience of centuries, but no one in this country had previously

rncd the necessary relation between these facts before Gresham.

He addressed a letter to the Queen explaining that the debasement

of the coinage by Henry \ ill. was the cause of the disappearance
of all the good coin. Thus for the first time in this country he

showed that the two facts were necessarily related as cause and effect

In 1858 I suggested that this great fundamental law of the coinage
should be known by the name of " Gresham's Law," and this has now
been universally accepted. But at that time I was not aware that

^reat law had been demonstrated by Oresme 192 years, and
nicus 32 years, \

as their treatises were not pub-
lished by ,;. \\olowski for general circulation till 1864.
Nor is there any reason to suppose that Gresham had any know

ledge of these treatises, as they were merely memorials drawn up
for the information of their respective Sovereigns, and were never

published for general circulation. These three illustrious men were,

therefore, independent discoverers, and the law ought, therefore,



rightfully to be called the Law of Oresme, Copernicus, and r.resham.

This law, however, soon became a matter of common knowledge.
In a pamphlet in 1696 it is thus stau d M \\ hen two sorts of coin

are current in the same nation of like value by denomination, but

not intrinsically (i.e.
in market value), that which has the least value

will I .: and the other as much as possible will be hoard'

or melted down m exported. we may add. Or we in.; it in

these terms :

" The worst form of currency in circulation

regulates the value of the whole currency, and drives all

other forms of currency out of circulation."

6. This great law applies in the following < ases :

(a) If the coinage consists only of a single metal, as in the early

coinage of England, and clipped, degraded and debased coin is

allowed to circulate along with the good coin, all the good coin

disappears from circulation. It is either hoarded away, or it is

melted down, or it is exported. All laws are ineffe< tual to prevent

this, and the clipped, degraded and debased coin alone remains

current.

(b) If coins of two metals, such as gold and silver, are allowed

to circulate together in unlimited quantities, and if a legal ratio be

attempted to be enforced between them which differs from the

natural value of the metal in the market of the world, the coin which

is underrated disappears from circulation it is either hoarded away,

or it is melted down, or it is exported ; and the coin which is over-

rated alone remains current.

(c) And as a necessary corollary, it follows that it is impossible

to establish and maintain a fixed par of exchange between countries

which use different metals as their standard coin. This law is not

confined to single and separate states, it is not limited in time and

space ;
it is absolutely universal

;
it is as universal as the law of

gravitation ;
and it is equally impossible for the whole world to

maintain coins of two or more metals in circulation in unlimited

quantities at a fixed legal ratio, which differs from the natural or

market ratio of the metals, as it is for single and separate countries

to do so. The explanation of this problem which was such an

inscrutable mystery to statesmen and financiers for so many ages

is extremely simple. If shillings are allowed to circulate together in
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unlimited quantities, tome of which art worth twelvepcncc and

only c, and all persons are allowed to pay their debts in

y I.U-UM-, tlicy mil naturally pay their debts with

.illii^> -;
the %hilliriK% worth twclvcpence

in i heir pockets. Or if the -.lulling* worth twelvepcncc have no more

value than the shillings worth nincjxrncc, bulliun dealers will collect

all the heavy coins they can and mhcr inch them down into bullion,

in \\ luc than r they will export
them to foreign countries w ic. Tbusthe

I coins have always been found to disappear in one or other

,*: thrc<

v the same in all cases in which persons are allowed

to pay their debts in things whi< ally the same value, but

it value. When persons are allowed to pay
kind, they naturally select the worst portion of their

produce to pay their landlord, and keep the best port hem-

selves. If the law allowed two different yard measures to be used,

one of three feet and one of two feet, and merchants received an

order for so many yards of cloth, they would naturally fulfil their

yards of two feet rather than in yards of three feet. If the

law allowed two measures of capacity a pint and a quart and

1 them both by the same name, and a person ordered so much
beer or wine from the merchant, he would naturally pay in pints

rather than in quarts. If the law allowed a mile of two different

lengths, one of 1,000 yards and one of 1,760 yards, and a cabman

were ordered to drive so many miles, he would naturally drive so

many miles of i,coo yards rather than so many miles of 1,760 yards.

uiral that all persons should pay their debts in the

themselves. So if the law allows debtors to pay
their debts in coins of different metals which are rated equally in

law, but whose value differs in the markets of the world, they will

naturally pay their debts in the coins which are rated too highly, and

keep those wh :oo low at home. Thus inevitably the coin

which is rated too low according to its natural, or market value, dis-

appears from circulation; and the one wh. 1 above its
natural,

uirket value, alone remains current. And this is true whether

the whole world does so, or only single and separate countries. If,

then, the whole world were to agree to rate a coin below its

market value it would entirely disappear from circulation :
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because, if the whole world were to agree to such a system,
it would, for the purposes of coinage, become one country,
and the whole world can no more by international agree-
ment make 9 equal to 12 than any separate country
can. For the very same reason it is impossible to maintain a

fixed rate of exchange 1 which use different in

as their standard unit, because coins are only i< n foreign

countries according to their m > bullion: and as the

of the metals is constantly changing in the market of the \\

alue of the coins must equally do so too. When I tio is

fixed . the coins, which differs from the market ratio of the

.s in bullion, the coin which is underrated, or whos<

value exceeds the legal ratio, is said to go to a /Vr//////;//, and whirh-

coin goes to a premium disappears from circulation by one of

the three methods described above
;
moreover no one l>i

of that coin to the mint to be coined, because by doing so he would

reduce the value of his metal which is worth twelvepence in bullion

to ninepence in coin.

8. It has been shown that Oresme and Copernicus both laid <!

that the prince, or the law, has no power to impose at will an arbitrary

value on the coins ; they must strictly conform to the relative value of

the metals in bullion. Accordingly in several states they did attempt

to conform to this rule. But it was found to be absolutely imprac-

ticable. The relative market value of the metals kept constantly

changing, and it was impossible that the legal ratio should follow

these perpetual changes. The practical result was that

while the legal ratio remained fixed, the relative market
value of gold and silver bullion rose above and sometimes
fell below the legal ratio. The consequence was that gold
and silver coins alternately drove each other out of circu

lation, as the market value of either metal rose above or fell

below the legal ratio. This caused perpetual disturbance in the

coinage of England, and all attempts to rectify it wholly failed,

rule of Oresme and Copernicus was found to be wholly inoperative :

and experience showed that it was utterly impossible to keep coins

of both metals in circulation together in unlimited quantities at a

legal ratio differing from the market value of the metals in bullion.

Sir William Petty, the greatest financial statesman of the age, at last

hit upon the true remedy. In a posthumous work named the Political

Anatomy of Ireland\ published in 1691, he said that money is under-



stood to i* the uniform measure of the value of commodities : that

* of value between pure gold and fine stiver alters, as

the earth and industry of men produce more of one than the other.

gold had been worth but cs its own weight of

hut that of late it had been worth fourteen.
" So there can be bat

one of the two metals of gold and silver to be a fit matter
for money." Thi , !, so far at I am aware, the first enunciation of

that on rial should be adopted for the

standard coin and measure of value. I am not aware of what

amount <>: vcd when it was announced. But it was

speedily recognised by the highest authorities on monetary science

as the true rt the coinage which had

prevailed .. and has now been adopted by all the

European States, as well as by others.

i 1692, the silver coinage had fallen into a most disgraceful

state. Bags of silver coin collected from all parts of the kingdom
showed that the M s were clipped down to little more than

half their weight As a necessary consequence guineas which

had been coined to be equal in to twenty shillings m
r,

had risen to thirty shillings, and the foreign exchanges,
rckoned r < ent It was

shown to a committee of the House of Commons that the profit of

ng down the milled money for exportation was more than ^25
.1,000. The evils caused by this flagrant state of the coinage

could no longer be neglected. The Treasury ordered their sec-

retary, Mr. Ixiwndes, to make a rej>ort on the subject He pro-

posed that the ounre of silver bullion should be coined into

seventy-five pence instead pence; and gravely maintained

^ this would raise the value of the coin. Locke replied

to this projx> ing in the most scathing terms

its utter folly. T! -ig to be quoted entire here,

but I have given long from it in my Bimdatism. But I

>rt abstract of his argument. He said that raising the

denomination of the coin was a pure delusion and fraud : that it

added no real value to the coin ; that it was only the quantity of

: in the i was the measure of its value ; that it was

just as rational to hoj>e to lengthen a foot by dividing it into fifteen

parts instead of twelve, as to hope to increase the value of the

.ing it in stead of twelve, and calling

them pennies ; that raising the denomination of the coin
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gross a fraud as to coin silver pieces of the same name and to

debase them with more alloy. Nothing could make clipping un

able hut making all light money go only by weight : this stops
all clipping at once; brings out all the milled and weighty m

>f our dipped money for the use of trade.

and brings it orderly and by degree > and will: into the mint

to be re-coined.

10. At that time silver was the standaid < oin :ul and the

rest of the world. Lo< 1 have spoken of silver coin alone

because that makes the money of account and measure of trade all

through the world. For all contracts are, I think, everywhere made
and accounts kept in silver coin. Silver, therefore, and silver alone

is the measure of commerce. Two metals, as gold and silver,

cannot be both together the measure of commerce in any
country : because the measure of commerce must be perpetually

the same, invariable, and keeping the same proportion in value in all

its parts. But so only one metal does, or can do, to itself: so silver

is to silver, and gold to gold. An ounce of silver is always of

value to an ounce of silver, and an ounce of gold to an ounce of

gold, and two ounces of the one or the other double the value to an

ounce of the same. But gold and silver change their value to one

another ; for suppose them to be in value as sixteen to one now,

perhaps the next month they may be as fifteen and three ju .:

or fifteen and seven-eighths, to one. And one may as well ma

measure, e.g. a yard, whose parts lengthen and shrink, as a measure of

trade of materials that have not always a settled invariable value to

one another. One metal, therefore, alone can be the money
of account and contract, and. the measure of commerce in

any country. Money differs from uncoined silver only in

that the quantity of silver in each piece of money is ascer-

tained by the stamp it bears, which is set there to be a public voucher

of its weight and fineness. To Lowndes's allegation that raising

the coin by making it more in tale would make k more abundant

for general use, Locke replied,
"
Just as the boy cut his leather

into five quarters, as he called them, to cover his ball, when cut

into four quarters it fell short, but after all his pains as much of bis

ball lay bare as before. If the quantity of coined silver employed in

England fall short, the arbitrary denomination of a greater number

of pence given to it will not make it commensurate to the size of our
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trade, or the greatnets of our occasions. This is as certain as if the

i a board, which i to stop a leak fifteen inches squat

will not be made to do it by Ixring measured by a foot, which is

he* instead of twelve, and so having a larger

tale, or numb* * in denomination, given to it The increase

: nation does, or can, do nothing in the case, for it is silver

by its quantity, and not denomination, th.> .rice of things and

measure of commerce ; and it is the weight of silver in it, and not

unc of the pieces, that men estimate commodities by, and

.!>Kc them for.

i i . Locke shows that if the law can raise the value of one

with respect to the other in any degree whatever above its

natural or market -. .in do so to any extent, and might make

gold and silver equal in value weight for weight The simple (acts

detailed above, and the arguments founded upon them by Oresme,

Copernicus, dresham and Ixxke establish the Law, which I have

d Gresham's Law, beyond cavil or dispute. It is as clearly

demonstrated and universal as the law of gravitation. And it will

be as well to recapitulate the principles established by these illus-

trious writers. They a

[he prince's, or the law's, sole power and duty is to maintain

the denominaii >n, the weight and the purity of the coin

unchanged

fi. If different metals are coined in unlimited quantities, the law

has no power to regulate the value of the coins with respect
to each other, or with respect to other commodities.

oins are only pieces of bullion stamped with a certificate to

denote their weight and purity, and if no charge be made
for changing the metal in bullion into coins, there can be

no differ . .due between the metal in bullion and in

coin.

is the r. rkei value of the metals in bullion which

determines the relative value of the coins, and not the fixed

legal ratio of the coins which regulates the relative market

\.ilue of the metals in bullion.

ped, degraded and debased coins are allowed to circulate
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together along with good, lull weighted coins, all the good
coins disappear from circulation, and the I use and d^
coins alone remain current.

/ If coins of different nu-t.ils IK- allowed to circulate together in

unlimited quantities at a fixed legal ratio differing from the

relative market value of the metals in bullion, that is the

same in effect as allowing base and degraded coins to cir-

culate together with good coin, and the coin whirh is under-

d disappears from circulation, and the coin which is

overrated alone remains in circulation.

g. There cannot be any pur, or fixed rate of exchange be

countries which use different metals as their standard coin.

h. When the relative market value of the metals in bullion rises

above or falls below the legal ratio of the coins, the metals

alternately displace one another from circulation the one

which is underrated disappears from circulation, and the

one which is overrated alone remains current.

/. If the whole world, or any number of mercantile

countries, were to combine and adopt a common
legal ratio for the coins, they would become one

country for the purposes of coinage. Gresham's

Law would operate in the more extended space

exactly in the same way as it operates in single
countries. The coin which was underrated would

entirely disappear from circulation
;
and the coin

which was overrated would alone remain current.

12. These principles, founded on the experience of centuries,

have been found to be true in every country and in ever)' age.

They are the principles which dominate the whole contro\

between the Bimetalists and the Monometalists.
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Bimetallism and Legal Tender.
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' would again be opened to the coinage of gold and silver into

idtml t/ Bimdmlli< Lt*gm*.

TIMES, 4/4 &/tow/*r, 1895.

BIMI PROPOSE:

(</) THAT e -in freely both gold and silver.

(t>) That aion shall agree to make a law under which

either so much gold, or so many times its weight in silver, shall be

legal tender for every promise to pay ;
and that every debtor shall

be able to pay a debt a: iher gold or silver coin at a

ratio which the Bimetallihts themselves, though obviously de

the i !o not venture to specify, and which, though

the . 1 of their scheme, they relegate to statesmen to wrangle

out at an International Conference. In other words, the law will

force people, in the absence of special stipulations to the con:

to accept unlimited quantr il or the other in

and will in so doing make a contract for

people which they do not make for themselves
;
and this

they do by means of legal tender. It is therefore desirable

to understand what legal tender really means what our

law of legal tender is
;
what it has done ;

and what it can

be expected to do with advantage.



2. What, then, is the law of legal tender in this country ? It seem

that according to English Common Law as declared by the Courts,

gold and silver coins issued from the Royal Mint were legal tender

to any amount at the rates fixed by Royal Proclamation. Where no

such rates were so fixed, as between 1670 and 1717, silver alone

possessed the full quality of legal tender.* From 1717 to 1816 both

gold and silver were nominally legal tender at the rate of one guinea

to ais., though gold alone was, in practice, tin real standard coin.

By the Coinage Act of 1816, practically re-enacted in the Con

Act of 1870, gold sovereigns are legal tender to any amount, whilst

silver coins are legal tender to the amount of 405., and no more.

Bank of England notes are legal tender everywhere except at the

Bank of England, but as they are always convertible into gold at the

Bank, they are really not legal tender at all. The privilege or

power of legal tender is therefore in this country, for every-

thing except small payments, confined to gold sovereigns.

3. The law of legal tender has practically no effect on International

dealings. If a bill is drawn in New York on London, American

dollars are legal tender for the purchase-money of the bill in New

York, and English sovereigns are legal tender for the discharge of

the bill in London. But as there is no international legal tender

law fixing the number of dollars which shall be paid for a sever

the number of dollars or of sovereigns to be paid for a bill is settled

by private contract based upon the number of dollars which the

market will give for a sovereign. The international dealing, there-

fore, is settled according to market values, and there is no question

of legal tender in the matter.

4. Again, in the bulk of transactions within this country, those,

namely, which are settled by cheques or by set-off of debts, the law

of legal tender has no operation. A cheque is not legal tender ;
the

payee may refuse to accept payment until it is cashed by the banker.

A set-off is not touched by the law of legal tender. And yet from

90 to 100 per cent, of all transactions in this country are thus

settled.

' See for the opinions of Ada m Smith on this point,
" Wealth of Nations,''

9th Edition, Book I., p. 59, and of Kicardo, Works, Ed. 1876, p. 234.
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Sift debt is paid in bank-notes other than those of the Bank of

England, they arc not legal tender. Where a debt is paid in Bank

ngland notes, the notes are no doubt legal tender, except at the

Bank of England ; but at the Bank of England, to which they can al-

ways be taken, they must be paid in gold, so that they are not really

or completely legal tender at all But do they owe such debt-

paying power at they have to their limited privilege of legal tender ?

: sovereigns are legal tender. But do they owe their debt-

Mg power their circulating power to this (act ? Suppose that

eased to be legal tender to-morrow, would not they the law of

contract remaining what it is be still the recognised medium in

h to pay debts? Would not people still make their contracts to

pay and be paid so many pounds sterling ? And would not the ordi-

nary law enforce these contracts, without any special statute making

gold sovereigns legal tender ?

.> doubt one case in which the law of legal tender has

a direct and powerful effect, viz., the case of subsidiary silver and

copper coins. In this case, since the metal they contain is not as

much as their face value in gold since, for instance, the silver in a

shilling is worth much less than the twentieth of a pound sterling

people would not receive them in payment unless the law attached

an arbitrary and is- .ilue to them by making them legal tender

at their lace value. And since the law gives them this fictitious

valu. . properly limits their issue and also the amount for

which they are legal tender, and thus prevents them from becoming

the general medium of exchange in ordinary transactions. In fact,

their function is a limited and subordinate one. For international

transactions, for wholesale transactions, and for large transactions

forming the bulk of retail transactions, they are needless and

functionless. They are no measure of prices; they have no con-

<m with the standard of value. And yet they are the only form

of currency with respect to which our law of legal tender is really

Do not these considerations lead to the conclusion that

the law of legal tender is a thing of much less weight and

value than is commonly supposed ?
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;. What, then, is this law of legal tender? What does it really

mean ? What does it add to our law of currency? Legal tender

is something which the law specially distinguishes as a thing

to be accepted as payment of a debt. It D gold,

r,
or paper or indeed anything else. Or it may IK- all these or

any combination of them. It is of course not at all tin sum tiling

as the Standard of Value, which like a Ib. weight or a \anl, is the

term or unit in and by which values are stated and i In

fact, legal tender is essentially different from the Standard

Any nation or group of nations may adopt a standard of value say

a certain unit weight of gold, and may make other thing

that unit legal tender. Indeed, if they make nothing else but the

lard unit legal tender, there is no need and no room for tin-

operation of any special law of legal tender. The ordinary law

of contract does all that is necessary without any law giving special

functions to particular forms of currency. We have adopted a gold

sovereign as our unit, or standard of value. If I promise to pay

100 sovereigns, it needs no special currency law of legal tender to

say that I am bound to pay 100 sovereigns, and that, if required to

pay the 100 sovereigns, I cannot discharge my obligation by paying

anything else. It is necessary to keep very clearly in mind the dis-

tinction between that function of law, or of government or of

international agreement, tacit or expressed, which selects a standard

of value, and that function which in creating legal tender professes

to state in terms in what substance or substances a promise to pay

may be discharged. The latter is a function superadded to the

former, and superfluous and unnecessary if a promise to pay in

terms of the standard unit is strictly performed.

8. What more, then, does the law of legal tender do ? What

has it done? What good, or what harm, has it done? And

what can it do with advantage? It has enabled kings and govern-

ments to put a smaller amount of pure metal into their standard

coins, and to say that the coin thus reduced in real value shall be

of the same effect in paying a debt as the original coin. Without

saying that such debasement of the coin was always fraudulent,

we shall all admit that the practice was, and is, in the highest degree
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inexpedient, and that such an application of the law of b*gH tender is

9. Again, the law of legal tender has enabled governments to say

that an obligation to pay *o many gold or stiver units shall be

satisfied by t! v of bank-notes, or other specially sanctioned

blc paper. Such a step is occasionally unavoid-

.ililc under pressure of war or of other necessity, and when managed
with skill ami prudence, when ihc body which issues the paper

possesses credit, and when carets tak -

over-issue, uch a step

may be taken for a short tune without serious disaster. But these

conditions are rare and ! \vhcrc they have been

rare has always been taken to return to specie payments as

soon as possible ; and no reasonable man will be found to allege

that
' of legal t i thing to l>c desired or encouraged.

10. Again, the law of legal tender has enabled governments to say

that the coin in which a pr> discharged, may be either

a gold coin of a given weight, or silver coins of (say) 15} times its

weigt 1 what has been the consequence ? In every case one

or other of the two the cheaper for the time being has become

tandard < _
; promises to pay have really been promises

to pay that coin ; and if in the course of events the other metal has

become the cheaper, so as to make it better for debtors to pay in

coins of that metal, the standard in use has altered from one metal

to the other ; the currency of the country has been exported to the

one but the money-changers : and contracts have

altered by the operation of the law over the heads of those who have

1 1 Again, the law of legal tender has been operative, as above

noticed, in the case of subsidiary coins, and will probably, if we may

judge from the present state of the currencies of the world, have a

\ wider operation with respect to subsidiary coins, than has

heretofore been thought proliable or possible. Hut since the metal of

h this token coinage cor u no sense the standard of value,

and has no bearing on prices, we may, in considering the effect of legal

tender on the standard of value, dismiss it from consideration. In

fact, the man who receives a token coin receives, not so much silver.
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uch or such a fraction of a gold coin
; and if the silver

were endorsed, as it ought to be, with a proi,. \change it for

gold at its face value, ami were made convertible into gold in the

manner in which hills, cheques, and notes are convertible, its

real character would be made obvious.

Looking to the above cases of the use or abuse of the

law of legal tender, other than the last, we see that they

possess one character in common viz., that the law in all

of them enables a debtor to pay and requires a creditor to

receive something different from that which their contract

contemplated. In fact it is a forced and unnatural construction

I
ait upon the dealings of men by arbitrary \)O\\

. ;>plied to

ng contracts, it may work the grossest injustice. If applied

only to future dealings, so that men can understand what the

construction of their contracts may be, it is less open to the cli.

of injustice, but cannot fail, if it has any effectual operation at

all, to cause much confusion and inconvenience. An arbitrary

and non- natural construction of ordinary contracts is a great

evil. It either makes men do what they did not intend to do, or it

leads them to make special arrangements for the very purpose of

ling the law.

13. Under these circumstances we may say that any Law of Legal

Tender is in its own nature "suspect." And, as often happens with

laws of this kind, it has failed to operate in cases where it has not

been in accordance with the habits or inclinations of the people.

lor instance, in the critical years at the end of the iyth century

which ushered in our gold currency silver was the sole legal tender.*

Silver was the old and acknowledged standard : both gold and silver

were freely coined, but gold was not rated to silver, and, therefore,

could not be legal tender. And yet the people preferred gold ;

brought gold to the Mint to be coined, to the exclusion of

silver; and used gold in payment and receipt of debts. Again,

during the American Civil War, greenbacks were legal

tender throughout the United States. But California steadily

refused to use greenbacks; all contracts were made and per-

See above, page 2.
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funned in gold; and United States notes were not used in that

State until the resumption by i cd States of speck

ptJBMBtt
*

e above considerations, drawn from past experience,

pear to lead to the conclusion that whilst the Bimetallic ffhtBIt

is founded on the law of legal tender, the law of legal

tender, except at regards subsidiary coins, is non-natural

and Questionable in principle.

Do the present proposal* of the Uimetallists alter these con-

clusions ? The only new (actor which they add to past bimetallism

is the suggestion that the legal tender of an alternative payment either

.e metal or the other at a fixed ratio shall be a legal tender for

all nations, fixed by international agreement, instead of a legal tender

fixed by each nation for itself. But does this really alter the essen-

tially objectionable character of legal tender? That character

consists in su! for the free operation of voluntary contract,

and for a law which simp! :ormance of such con-

tracts, an artificial construction of contracts such as would never

occur to the parties unless forced upon them by an arbitrary law.

Will this character of legal tender be changed by the fact that govern-

ments agree with one another to make the substitution? Will

indivulu.il men and women be induced thereby to think and deal

in terms of alternative gold I arbitrary ratio, instead

of thinking and dealing, as they now do, in terms of one single and

simple standard metal ? Does not ordinary human nature rebel

against such a suggestion ? all experience, in international

dealings, in home trade, in domestic and private business, incon-

: such an hypothesis?

Contrast the two formula: :

i . I promise to pay i oo gold sovereigns

I promise to pay either 100 gold su or as many &>

dollars as will be equal in weight to 15 J times too sovereigns,

whichever of the two happen to be cheaper at the tint

payment
Which of these two formula; will people naturally ;

:

Appendix to Final Report of Gold and Silver Commhrion, No. V., p. 93.



[ 8 ]

Which of them will a seller or borrower, or even a buy<

lender who looks to certainty ami to do business

in ? Which of them will be the formula which will best grease the

wheels of trade and promote numerous and profitable dealings ?

Can there be a doubt ?

15. Is it not probable nay, almost certain that any siu h new

of legal tender i.e. of an attempt by governments to enforce

a non-natural and objectionable mode of discharging obligations,

would be followed by the s iiids and incomi -hidi

have followed other forms of legal tender viz. by inji

confusion and probably by special private arrangements whit h would

evade an arbitrary law by making all promises to pay payable in gold

and in gold only? If so, the new Bimetallic law of legal tender

would, like other forms of legal tender, be set aside in favour of

natural dealings ; but not without much inconvenience, and not

without a conflict between law and habit which a wise legislator

always endeavours to avoid, and which is happily avoided in our

:it monometallic gold system of currency.

1 6. To sum up. Under our present system the governmen '.

cises two functions it selects, not without reference to habit, the

rial of the standard coin, and it stamps the coin with a certificate

uf weight and fineness, leaving people to make their own contra(

terms of that coin just as they make their contracts in quarts, feet,

or gallons, or in avoirdupois pounds or hundredweights. The Hi-

metallic proposals would add to these functions a third, vi/. that of

determining the value of gold in silver, or of silver in gold, and they

would do this by means of legal tender, a law, which cannot

govern the supply of these metals at all
;
a law which can

affect only that part of the demand for them which relates

to currency; a law which, so far as the standard coin is

concerned, is quite unnecessary; a law which, as history

shows, has been generally used for fraudulent or question-

able purposes, and with mischievous results.
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The Scientific Theory of Bimetallism.

i. SOME Bimetallists, especially Professor Foxwell and Mr. Courtney,
make a great boast of the scientific theory of Bimetallism. It is im-

possible, they admit, for Legislatures generally by mere fiat to cause

any two commodities to exchange at a given ratio. But in coinage
and money, by exception, they affirm that the thing can be done.

reason is that by the act of Legislature in coining two metals at

a rat ^al tender at a ratio, an automatic process
is set up by which the undervalued metal goes out of use as standard

money, and so becomes less in demand, and the overvalued metal

to use as rid so becomes more in demand.
i the one metal goes wholly out of use and the other metal

ires it, this automatic process goes on, and there is no need
to change the ratio until the process is complete. As it is in-

cone moreover, from the quantity now in circulation that

either gold or silver can go wholly out of use as money within any
short period, a ratio to be fixed by common agreement of all civilised

rnments can be indefii tained. This is the scientific

theory of Bimetallism
;
the theory from which it is held

that Governments can do for gold and silver what they
not do for other commodities, and upon which the

great commercial communities of the world are asked to
revolutionise their monetary systems and the principles
upon which they have been founded.

N the theory scientific or true? let us look first at the

major premiss. Suppose an automatic process could be set up
between any two ankles say, potatoes and wheat by which as

the one became undervalued, as compared with a given ratio, the

.md for it was diminished, and as the other became over-

il, as compared with a given ratio, the demand for it was

increased, would the effect necessarily be that the given ratio

be m.uii:.i;:icd ? 1> it nut oMoQI tbftl ifl thai lM be



affirmed would be that some ratio would come to exist as the resultant

of the diminished demand in the one case and the increased demand
in the other at which business would take place, but not necessarily
the given ratio? Always in all markets there is a price at \\hirh

business is done, the resultant of all the higgling that takes place and
of all the causes acting on the demand and supply ; but this price at

which business is done is never the same in any one
place

for

length of time, and never the same in any two places if tl.

all apart. The fact that there is an automatic process for diminishing
the demand for one article when it tends to rise in relative value

increasing the demand for the o! it tends to fall in

relative value would not tend to fix the ratio at any one point, how-

ever near the actual point at which business ly done might
be to that fixed point The market would never be the same as the

legal ratio. We make this affirmation on the ground of market

experience. If Nature abhors a vacuum, so do markets
abhor fixed points. In theory, then, to prove that two
commodities will approximate more or less closely to a
fixed ratio because one will be in less demand, and the
other more in demand if the ratio is departed from, is

not the same thing as proof that the ratio itself will be
maintained. The propositions are not identical, and the

assumption that they are so is the first error in the
scientific theory.

3. The case between potatoes and wheat, we may add, is not

supposititious. As wheat becomes dearer relatively to potatoes it

tends to become less in demand as a rule, and as wheat bec<

cheap relatively to potatoes it tends to become more in demand. A
force is always at work making them approximate towards a par-
ticular ratio at which they would be naturally equivalent one to the

other. But no one supposes that a ratio between wheat and potatoes
could be fixed ;

still less a ratio for long periods and many distant

places. It is the same for beef and mutton, or any other <

modifies which can be named that become more or less in demand

automatically as substitutes one for the other. There may be some

approximation as the result, round or near to a fixed point, for a

length of time, until some great change of conditions occurs, but

there is never any possibility of fixing a ratio.

4. The major premiss of the scientific theory being thus disposed
of, we may look at the minor premisses. Are gold and silver com-
modities the demand for which can be made to change automatically
to any material extent by the coinage of both at a ratio, and making
them full legal tender at a ratio ? This question involves consider-

ation of the statistical position of gold and silver as commodities,
and of the nature of the demands for them as standard or token

money, which we are not aware of any Bimetallist having ever

written about. The assumption constantly is that the joint use of

the two metals as standard money will involve a large replacement
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from the legal ratio. The assumption it, moreover,

entirely unfounded. Tins main demandt for gold and wlvcr do
not ariie from their being used as standard money. They are

required for hoarding ; for use in the arts (gold much more largely
than Mlvcr in both cases), and for use as currency, and not aa

standard money ; and these uses far exceed any common use they
it have as standard money only. We should say that not leas

ths of the stocks of gold and gold coinage in the

world at any one moment are employed irrespectively of the (act

that gold is
" standard

*
money, and the same of silver, and what

is true of the stocks and coinages in existence is also true of the

annual production of the metals. Th uses are for the

arts, for hoarding, for currency, each metal in differing degrees
tor different purposes in detail, and not for the common purpose

of standard money at all How then can their coinage at a ratio,

and their being made legal tender at a ratio \vhu h is intended to

unite them for standard money, set up the automatic process which

>ry assumes ? Clearly there would lie no difficulty

hanging from the one metal to the other as standard in a

moii process having much room to play.

5. There is a further difficulty in the matter. Gold and silver

are unlike potatoes and wheat, or beef and mutton, or iron ami

copper,
or any other two commodities which can be more or less

ituted one for the other, in this resect that, whereas in all

these cases there is a ratio at which the one commodity is really

the equivalent of the other, there is no such natural fixed point
between gold and silver as standard money. They can perform
ih.u turn lion as well at a ratio of i to i, or 10 to i, or 20 to i.

or 100 to i, as at the Bimetallic par of 15 J
to i. The fixed point

has thus no real support in nature as it has in the case of wheat and

potatoes or any other of the group of commodities above named.
A fixed ratio between gold and silver through the automatic

process suggested is thus more inconceivable than a fixed
ratio for potatoes and wheat, even if the demand for gold and
silver were likely to be more affected by the automatic process than

tlsflj pOSSJbrj .:n i.e.

6. The wisdom of Locke and the other great authorities on money,
in ! iving down that there could not be a fixed ratio between gold
and silver, because, if the law laid down 15 to i one day, the m
might stand at 14} to i the next, is thus apparent when we examine
the new and crude scientific theory which is so much vaunted.

only have those who put forward the theory confounded the

proposition that an automatic process varying the demand and
articles as they changed from a fixed ratio between

i would tend to caus mations to that ratio

with the proposition that the fixed r.itio would itself be

maintained, but they 1 .ikcn altogether the extent to which
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demand is likely to vary in the case of gold and silver even it the

automatic process were set up. Professor Foxwell M ems conscious

of some defect in the theory, as he supplements it by a proposal
to suppress the special uses of gold and silver for cur ul to

replace them both by paper a startling innovation in practi<

whose full import he does not seem to be aware. Whatever r

proposal is not that of the Bimetallic League, nor would it

mend the case for Bimetallists in any way if they were generally
to accept it. Novelties of that sort, however ingenious academically,
arc out of place in practire. It is significant that the practical
proposals of Bimetallists are not thoroughly supported by
their advocates, but are replaced in discussion by daring
and impracticable fancies.

7. \Ve have been discussing the "scientific" theory only as

a theory, and this is not the place consequently to discuss the

assertions of Bimetallists as to the fixed ratio having actually
maintained in past times. We may state, however, that when the

facts of past times are referred to in detail, it is found that in no

country at any time was the market ratio between gold and silver

ever the same as the legal ratio. There were always variations, as

Locke said there would be, and Bimetallists, when pressed, do not

deny this. What they affirm is, that the variations are not so great as

to prevent the law of legal ratio continuing. But this is a different

thing, again, from the affirmation that Bimetallic practice will continue.

What Locke pointed out was, that even a variation of the market
from the legal ratio to the extent of substituting 14J to i for 15 to i

made the use of two metals at the legal ratio impossible, and

compelled the countries interested to select the overvalued metal

as their sole standard money, whatever the law about coining
both at a ratio and making them legal tender at a ratio might be.

Consequently there is never Bimetallism, the employment of two

standards, in practice, but only Monometallism, the employment of

one standard, and the price of the other metal in the standard is

fixed by the market, and not by the legal ratio. .

8. As a matter of fact also, although in past times, when Bimetallic

practice existed, there have been long periods when the ratio between

gold and silver ranged between points like 14 to i and 1 6 to i, yet
there have been other periods when great changes took place as, for

instance, at the beginning of the seventeenth century showing that

Bimetallism in practice never prevents changes in the

ratio, small as a rule in ordinary times, but great when
occasion arises. There is nothing in the facts of experience,

therefore, to conflict with the theoretical conclusion we have come
to that the scientific theory of Bimetallism is untrue. We are

only discussing the theory here, but we put in this caveat, lest

Bimetallists should allege, when their theory gives way, that we have
not discussed their facts.
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The following letter, addressed to the Secretary of the

as been received from Mr. Gladstone :

AR MR. PKCL, My opinions on BimetaJlism were declared

about two and a half years ago in the House of Commons, when I

.i responsible position. They remain wholly unaltered, and the

disapproval
with whu h 1 regard all efforts to bring about the pro-

posed change, though it could not be more unmixed, would be

warmer than it actually is, were it not that I regard them as passing
humours of the hour, and as schemes if, indeed, they have ad-

d so far as to be called schemes doomed to nullity and
nt.

h regard to practical politics of any kind, I am no better or

worse than a mere name ;
but I heartily wish well to the ASSOCI.L

on whose behalf you :.: 1 do indeed regard with pleasure the

attitude of the C.V -Ion on this subject, and all the more
because I am convinced that if it stand firm, and is seen resolutely

c on this subject the authority to which it is entitled, no

power wh tallism at present commands or is likely to enlist,

will lie found able to overcon.

r myself, I fear that at my age and with my disabilities, I

ontroversy anything more than an

I and ineffective well-wisher to what 1 believe to be the

-Believe me, dear Mr. Peel, sincerely yours,
ADSTO.N

following passages are from the speech referred to by Mr
Glaii red on a8th February, 1893, in the House of

;nons :

'It seemed to me strange that no notice was taken by the mover
of this motion of a question of the most practical and vital import-
ance which has been raised by Mr GifTen, and which evidently lies

at the very threshold of the subject, if we view it as a subject which

has attained acceptance by Parliament, and which is now to assume

a leg to tike place in this country with respect
to the enormous sums of money that are held at call ? Now, I do

to impute anything, except that which is accepted by the

promoters of the motion. What is the state of the (acts? The

,'laint is a complaint of low prices. The desired condition

which it is sought to bring about is a state of rising prices ; the

means to be adopted are to supply the people, who require money
ie payment of debts or purchase of commodities, with a cur-

\ to which they will have access on easier terms. They are to

( urrency cheaper. Very well, the consequence of that will

be, if that currency is to be obtained cheaper, that any given nominal

amount will be worth less in that i urrency tlun u i> in the present
cun is unquestionably easy to lower the currency a little by
a very mild and genial process, like some of those medicines which



[ 6 1

arc administered to the system, and which work without violence or

pain." (Laughter.)
"
Now, I ask any gentleman in this House to put

himself in the position of a man who has money at call I trust all

those whom I am addressing have money at call" (laughter) ;
"that

money must be paid to him under the law, every farthing of it. in

sovereigns. But suppose my hon. friend, by his eloquem e and the

aid of those who support him, should have induced this House to

pass a Bill, under influences prevailing elsewhere, by which ai:

cular day the money out at call, and now repayable in sovereigns

(and in nothing worse),
would become repayable cither in sovereigns or

silver in a ratio arbitrarily fixed by the State, what would be the

effect? After that particular date they would get for the money out

at call rather less in real value than they would get before that <

The consequence would be that monometallists, bimetallists, silver

men and gold men everyone of you would call in every farthing

you have out at call. You are not going to be content with 90 or

^95 after a given date if you can get ;ioo by calling in your money
before that given date." (Hear, hear.)

"
By-the-bye, I think Mr.

Giflfen, the highest living authority though there are many living

authorities well acquainted with the subject estimates that

THE SUM OUT AT CALL IS ABOUT ^6oO,OOO,OOO ;

and I want to know what is to be the effect of saying to the

owners of that ^600,000,000,
' Allow your money to remain where

it is, and you will have to take 90 or ^95 for every ^100, but

before a given date you could get ;ioo.' I want to know whether

they would not call in their money when they could get 100. I

want to know, too, what would be the effect on the credit of the

country, and on the stability and firmness of the best banking houses

in the land." (Hear, hear.) "There is another point that I would

just refer to for a moment in the speech of the mover of this motion,
as it deserves some notice. Does he anticipate the re-entry of the

human race into the Garden of Eden ?
"

( Laughter. )
" For he seems

to think that unless we adopt his plan we shall fall below our present
mediocre and mixed condition, and very likely go down lower into

some other region which it would not be prudent, becomin

politic to name." (Loud laughter.)
" He spoke of the condition ot

our manufactures pining in a miserable manner for the last twenty

years under the operation of monometallism, and he said that the

cotton districts in particular were to go down to prairie value. Such
are the eyes with which the hon. baronet reads the facts of our con-

dition. He says that till 1873, when the Bank of France coined

silver freely for everyone who took it there, we did wonders
;
we

were in a state of continual advancement; but that, since 1873, we
have been pining regularly away, until we are now little better than

skin and bone, and the prairie value is all that will be left to us in

place of the vast manufactures and cotton trade of the country. Is

that a fair representation of the course of the cotton trade of this

country during the last twenty years? I am informed, from no



[ 7 1

secret sources, that during less than that time the cotton trade has

changed enormously. I take the fear 1877 and compare it with

1 89 1 thir period of decline, of depression, of divergency between
,.,.,: tod rfta r, and oJ aO . n n Ail wi I MM -.. i

....A. What was the state of the cotton trade in 1877? 1

believe I am correct in saying that it was then represented by
, i, 1 00,000,000; while, in 1891, that miserable, perishing industry
ore* !* only'the small figure of j 1,800,000,000.* (Cheers.)

n
speaking

of imported raw cotton, which is the measure and
extent of the ir that gentlemen should

come down here primed with (acts, and that the (acts should be so
1 u|>on, through the warmth of their philanthropic affections

burning to attain a happier state of things for mankind, that they
should not be able to take cognizance of figures like those, which
show within the past fourteen yean an increase of something like 60

per cent, in the aggregate extent of the cotton trade of this country ?
"

* *

"
I look at the actual (acts which are before me, and I ask. Is

there any period during the last thirty years when you could have
i a ratio between gold and v law on a given day, and

when you would : been compiled to change it again and

again ?
"

(Cheers.)
"

If that is so, what is our standard of value to

be ? Are we to choose it for its fixity, or are we to choose it for its

aty to indefinite and eternal change? The hon. member spoke
nthcr with ridicule upon the position of this country as the great

.tor country of the world It is the great creditor country of the

world; of that there can be no doubt whatever; and it is increasingly
;reat creditor country of the world. I suppose there is not a
which passes over our heads which does not largely add to the

mass of British investments abroad. I am almost afraid to estimate

the t ant of the property which the United Kingdom holds

beyond the limits of the United Kingdom, but of this I am well con-

vinced, that it is not to be counted by tens or hundreds of millions.

One thousand millions probably would be an extremely low and in-

adequate estimate. Two thousand millions, or something even more
than that, is very likely to be nearer the mark." (Hear, hear.)
think under these circumstances it is rather a serious matter to ask
this country to consider whether we are going to perform this

supreme act of self-sacrifice. I have a profound admiration for cos-

mopolitan principles, I can go a great length of moderation"

(laughter)
"
in recommending their recognition and establishment, but

if there arc these two thousand millions or fifteen hundred millions

of money which we have got abroad, it is a very serious matter as

between this country and other countries.
'

We have nothing to pay
to them ; we are not debtors at all

;

WE SHOULD GET NO COMFORT, NO CONSOLATION
out of the substitution of an inferior material, of a cheaper money,
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h we could obtain for less and part with for more. We should

get no consolation, but the consolation throughout the world would
be great" (Loud laughter.) "This splendid spirit of philantlr
which we cannot too highly praise Uv.uis,- I have no doubt all

this is foreseen would result in our making a present of fifty or a
hundred millions to the world. It would be thankfully arri

but I think that the gratitude for your benevolence would be n

with very grave misgivings as to your wisdom. I have shown why
we should pause and consider for ourselves once, twice, and thrice

before departing from the solid ground on which you have within the

half-century erected a commercial fabric unknown in the whole

history of the world before departing from that solid ground you
should well consult and well consider, and take no step ex<

>u can well justify to your own understanding, to your fellow-

countrymen, and to those who come after us." (Cheers.)

The following gentlemen are Vice-Presidents of the Gold
Standard Defence Association : The Marquis of Ripon, Earl of

Jersey, Earl of Leven and Melville, Viscount Peel, Lord Wantage,
Ix>rd Brassey, Lord Fairer, Lord Grimthorpe, Lord Hillingdon,
Ix>rd Iveagh, Lord Leconfield, Lord Lingen, Lord Playfair, Lord

Wclby, Viscount Duncannon, Right Hon. Sir William Harcourt,
, M.P., Right Hon. Sir John Lubbock, Bart., M.I'.. Right

Hon. Sir Mountstuart E. Grant-Duff, Sir H. Seymour-King, M.I'.,

Sir George Baden-Powell, M.P., The Hon. Sir Charles W. Fremantle,
Sir Charles Rivers-Wilson, Right Hon. G. Shaw-Lefevre, Mr. E. \\ .

Beckett, M.P., Mr. E. Brodie-Hoare, M.P., Mr. A. H. Brown. M .!'.,

Mr. H. Cosmo Bonsor, M.P., Mr. B. L. Cohen, M.P., Mr. H.

Kimber, M.P., Mr. R. B. Martin, M.P., Mr. W. A. M'Arthur, M.P.,
Mr. C. E. Tritton, M.P., Mr. L. J. Baker, Mr. Robert H. Benson,
Mr Chas. Butler, Mr. William Fowler, Mr. H. G. Kk-inwnrt,
Mr. D. Larnach, Mr D. Meinertzhagen, Mr. E. H. Pember, Q.C.,
Mr. Charles A. Prescott, Mr. Edward Rae, Mr. S. A. Ralli, Mr.

Henry L. Raphael, Mr. W. H. Stone, Mr. J. H. Tritton, and Mr.
R. B. Wade.

All communications and inquiries should be addressed to the

Secretary of the Association, the Hon. George Peel, at n, Clement's

I,ane, Lombard Street, London, E.C. Members can be enrolled at

any time on payment of one pound annual subscription, and any
donations towards the expenses of the Association will be welcomed
Publications will be sent free to members.
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Bimetalism in France

(From 1803 to 1874).

IN Mr. HENRY DUNNING MACLEOD.

1 the yen 1873 the ratio at which gold and silver were interc!

wmt teady, because the Mints of France and other European countries were open
to all the world for the unlimited coinage of both metals on the fixed butt of 15} oa.

i ot. QtvA^-OJMaJitatcmtMlofBimtttttu Lta&**,par*. i.

" The French law adopted in 1803 provisions are entirely approved

by modern u." A Bimitallic Primtr by Mr. HERBERT C GIRRS,

iim the period 1803 ; ranee, as the

golden age of Itimctalism : and persistently assert that the ratio of

kept the exchanges steady throughout the world : and that

it was the closing of the French Mints in 1874 to the free coinage of
r th.it caused the very serious fall in its value. But the following
tnent of i tacts will show that there is no foundation for

these assertions, and that it was the fall in the value of silver

which caused the closing of the French Mints. And on the

subject of this paper I can speak from personal experience.

In 1726, after six centuries of innumerable changes in the Mint

s of gold . r, and the rating of the coins with respect to

each other, the ratio was at length fixed at 14$ to i. But as gold
was underrated by this ratio, by the operation of GreshanVs Law, it
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disappeared from circulation, and silver became the standard in

France: just as by the operation of the same law, gold became- the

standard in England since 1718. No change was made till 1785,
when Calonne changed the ratio to 15} ;

and this was confirmed in

1803, because it was very near the market price.

Nevertheless this ratio wholly failed to keep gold and
silver in circulation in unlimited quantities in France

during any part of the period 1803 74.

2. The French liberating armies plundered the sanctuaries of

the countries they came to liberate. Immense quantities of

silver were sent to the Mint to be coined, and the market ratio

of silver became 17, while the legal ratio was 15',.* From 1803
to 1850, with two or three exceptions, gold was constantly at a

premium in France. As a necessary consequence during that

period gold coin was not in general circulation. In 1839-40 I

resided in France, and travelled through it, and I can testify that

there was no gold to be seen in common use. Everyone who lived

in France in those days can testify to the same effect. I remember

on one occasion being shown a gold twenty-franc piece as a curiosity.

Of course there was abundance of gold coin to be had at the Bank

of France, but those who wanted it had to pay a premium for it, and

therefore no one applied for it except those who wanted it to settle

their foreign obligations.

3. But after 1850 vast quantities of gold began to come in from

California and Australia, and then the market ratio of gold and silver

began to change. In 1850, while the legal ratio was 15^, the market

ratio was 15$, and that slight difference kept gold entirely out of

circulation because, while gold was only worth 15^ as coin, it was

worth 15 j as bullion. But in the course of a few years the market

ratio rose to 15$, and that slight change in the market ratio drove

nearly ^200,000,000 of silver out of circulation, and substituted an

equal quantity of gold for it because gold was then worth 15! in

coin, while it was only worth 15 J as bullion. Thus the apparently

slight change of the market ratio of gold and silver from 15 j to

1 5ii while the legal ratio remained fixed at 15$, was sufficient to

change the whole metallic currency of France from silver to gold

' Lord Liverpool's Treatise on the Coins of the Realm, p. 180.
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In 1857 I was residing at a trench seaport town, and every steamer

that came in was laden with casks of Scotch whisky going to be

transmute French brandy, and every steamer that went out

had its decks piled with bags of stiver five-franc pieces. It was the

same at every seaport town in France. Every steamer and every
that left France was loaded with bigs of silver five-franc

pieces. Silver departed from France in a flood, and at last it

became so scarce that it became necessary to coin those detestable

:ranc gold pieces.

Shaw says that during the period 1820-50, when the ratio

remained below the legal ratio of i$J to i, and there was a profit

on the import of silver, the total silver coined at the French Mint

amounted to ,127,458,322, while that of gold was .19,333,854.
In the succeeding period, 1850-66, when the market ratio changed
and remained for fifteen or sixteen years in favour of gold, the total

gold coinage reached .292,4 16,95 1, wnilc lnc loul silvcr coinage was

,1.315.53*-*

What, then, becomes of the multitudinous assertions

of the Bimetalists that a fixed legal ratio between the coins

can maintain a steady market ratio between the metals ?

What becomes of their assertions that if a legal ratio be enacted, gold
and silver will circulate together in unlimited quantities? There

r was a more triumphant vindication of the truth of Gresham's

Law and its supreme import^

In 1865 the I u in Union was formed between France, Italy,

crland, and Belgium, to unify their coinages, and coin gold
and silver in unlimited quantities at the ratio of 15 J to i, which was

to come into operation in 1867. Even then Italy declared itself

in favour of a single gold standard. This unification of their

coinages was a blessing to those countries and to all persons who
'.ed in them. But it was founded on the fatal principle of

Bimetalism, and any sagacious economist could see that it could not

last My distinguished friend M. Michel Chevalier and the ablest

h economists were always opposed tq Bimetalism.

5. In 1867, when the Iwitin Union first came into operation, the

Shaw's "
History of (he Currency," pp. 185-61
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ratio of gold to silver had already begun to change, and the most kern

sighted economists foresaw that the principle of the Latin Union
would break down. A Commission in that year scales thus of the

situation :

11

It is well-known by all that this ratio (of 1803) by
the simple reason of its being fixed could not remain
correct. There was quickly a premium on gold, and
silver remained almost alone in circulation until

near 1850. The discovery of the mines of California and

Australia suddenly changed this situation by throwing into the

European market a very considerable quantity of gold. By the side

of this force, which tended to create a divergence from the legal ratio

by lowering gold, there was another which occasioned a rise of silver.

Under the influence of various circumstances, too long to enuni.

the needs of the extreme East had grown in unusual proportions,
and as silver is alone in favour there, it was exported in enormous

masses. There was a premium on silver to the extent of <S per niille,

and it disappeared almost completely from circulation, yielding

place to gold.

"
Preoccupied by the situation, the Government charged a Com-

mission to study the measures to be taken. Its labours are summed

up in the report of M. de Bosredon (1857). After examining the

system tending to preserve silver money intact by lowering the value

of gold money, and conversely the system tending to the adoption of

the gold standard by reducing the silver money to the state of billon,

the Commission did not decide between them. It confined itself, in

fact, to counselling the Government to a transitory step the raising

of the export duties on silver The exportation of silver,

therefore, continued
; and if the disappearance of five-franc pieces

was not remarked, because they were replaced by gold, it was not the

same with the scarcity of pieces of a smaller value employed in petty

payments.

"Being informed of the obstructions to retail commen

complaints carried before the Senate, and instructed by the example
of Switzerland, which had in 1860 reduced the standard of its

divisional money, the Minister of Finance appointed a Commission

( 1 86 1 ) to study the remedy to be applied to the evil. This Com-
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minion counselled the reduction of the sundarl of pieces of lets

than five francs to .834 fine. It did this in complete knowledge of

.m*e, fully recognising that in so doing the monetary unity of

r, characteristic of our system, would be thereby broken, at any
franc no longer existed in

law, the live franc was disappearing in (act, so that the change was

standard."

advice of the Commission was, however, by the law of 1864,

ted only to pieces of 50 or 20 centimes.

6. But in 1 868 the fall in the silver became more accentuated, and

a Commission in that year, by a majority, recommended the adoption
of a single gold standard. In 1869-70 another Commission, again

by a majority, repeated this recommendation in still stronger terms.

In June, 1870, the Prussian Parliament appointed a Commission to

consider the exj ng a single gold standard for

Prussia. But a few weeks after that the Franco-Prussian war broke

h put a stop to all such di

By Acts of November, 1871, and May, 1873, the new German

Empire adopted a single gold standard with a subsidiary cun

of silver. It is commonly asserted th ay obtained the gold to

effect this by the ixtymcnt of th. indemnity. Most persons

who do not understand exchange operations affirm that the whole of

the ,200,000,000 levied as a fine on unfortunate France was paid

in gold. Hut this is an utter delusion. In my "Theory and Practice

of Banking," and in my
"
Theory of Credit," I have given authentic

details of the payment of the French indemnity from the official

report of M. Leon Say, by which it appears that 160 millions of

it were paid in paper of different sorts. And of the remainder

,10,904,000 was
;

:

> gold, ^25,493,993 in English gold,

and the balai.

\ December, 1872, Belgium adopted a single gold standard

with silver as sub en it stated, but I cannot say

on what authorit Helium threatened to secede from the

unless France closed her Mints to the free coinage

of silver. But, at all events, the fall in the value of silver con-

tinued rapidly to increase; and in January, 1874, a Monetary
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Conference was held in Paris. M. Dumas, of the Paris Mint,

it-il . M. de Parieu, as representing the French Govern-

ment, was vice-president. The Economist said: "This was the

adhesion to the theory of a single gold standard on the part

of the French Government, and their appointment of M. de Paricu

as one of the Commissioners to represent them, is a fresh sign of

their being in favour of the gradual abolition of a law which,
after seventy years' experience, is found to be effete in

theory and prejudicial in action."

The result of this Monetary Conference was that the French

Mints were closed to the free coinage of silver.

8. In 1876 the French Government resolved to suspend the coin-

ing of five-franc pieces entirely. Accordingly, on the 2ist March,

1876, M. Le*on Say, Minister of Finance, submitted to the Senate a Bill

to that effect. It was followed, eight days later, by a proposition of

a law suspending the emission of "bons" for the coining of silver

money ^ fine. The expose des motifs of this act is most remark-

able*:

"The events which have happened for some time past in the

relations of the precious metals have brought to a head the monetary

question among us, although from 1815 Great Britain has laid

down principles which have attracted round her an ever-

increasing circle of nations.

"The theory of the double standard, on which our

monetary law of the year xi. reposes, has been called in

question since its origin.

"
It is, to our conception, less a theory than the result of the

primitive inability of the legislators to combine together the two

precious metals otherwise than by way of an unlimited concurrence

metals, both of which are destined to enter into the monetary system,

but which recent legislators have learned to co-ordinate by leaving

the unlimited function to gold alone and reducing silver to the rdU

of divisional money. From 1857 the French Government has

studied the question, and it may be stated that since that date the

Shaw' "
History of the Currency," pp. 196-7.'
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of the gold standard has woo increasing favour through our
. . : ..! |f I::..:., tr.iti >:. ..

> follows an account of the monetary hUtory of France

during the |*rio the jirc.imlilc continue*, 'from :

certain precautions had not been taken to arrest the effects of that

great perturbation in the ratio, France and her monetary allies would

have seen their monetary circulation invaded by silver and corre-

spondingly drained of p-Id." 1 Icncc the Conventions of 1874-7

limiting t
tigs of th< , ofthcl.it, although,

"according to us, the fall of silver in 1875 prescribed a complete
cessation even for that year rather than a simple \\\.

9. Thus the persistent assertions of the Bimetalists
that the closing of the French Mints to the free coinage
of silver in 1874 was the original cause of the serious

fall in the value of silver since then are utterly con-

futed. No one of common sense could suppose that the French

cm would have taken the very serious step of closing
the Mints to the free coinage of - iiout the most cogent
reasons. It is now clearly demonstrated that it was the continuous

fall in the value of silver that necessitated the closing of the Mints
;

and it is now shown that the necessity for this had been foreseen by
the most sagacious economists for seven years before it took place,

and it was only done after the fullest discussion, and by the advice of

ost experienced author

10. As a matter of fact, the value of silver had been continuously

falling since 1867. I am not called upon to investigate the causes of

this fall here, but I must say that one of the main causes of this has

been entirely overlooked by European economists. It is impossible
to say what effect the changes in the relative production of gold and

had in producing it But the ablest financial writers in the

United States have pointed out that the stupendous issues of paper

money by the Government of the United States were one of the main,
if not the most potent cause of the unprecedented fall in the value of

silver, and that there is no hope of any material rise in its value until

some effectual measures are taken to place the paper issues of the

United States on a sounder footing.

It was simply a matter of self preservation^ Erancc to close her

:-"-
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tl to the free coinage of silver in 1874 : ju-: i the

rnmcnt of India in 1893. 1 ;un ' n ll() wa
>'

<'<>nrerned to deny
that the doting Of the EllTOpeaD and Indian Mints !

the fall in the value of silver. Hut ii d been

much longer, it would have destroyed the stability of tl,

mom mi.

The whole of the facts of this period arc the most triumphant
vindication of the truth of Grcsham's Law. All tin- most sagacious

economists for five centuries had demonstrated that it is impossible

to keep gold and silver together in circulation in unlimited cjiiar

at a fixed legal ratio differing from the market ratio of th

The Government of India in 1806, after ample and bitter e\

of the consequences of Bimetalism, gave its official adhesion to this

doctrine; the British Government did the same in 1816, and then

lished our present system of coinage, the most pe:

ed by the ingenuity of man. And then came the crowning
example of the Latin Union. No sooner was it established

than it began to break Up; and its final catastrophe in 1X74

demonstrates that no human laws or institutions can contend against

the laws of Nature.

i 2. It has now been shown that it is impossible for gold and

to circulate together in unlimited quantities at a legal ratio difi

from the market ratio of the metals; that the coin which is under-

rated invariably disappears from circulation, and the coin that is

overrated alone remains current; that as the market ratio

above or falls below the legal ratio, gold and silver alternately drive

each other out of circulation according as the one or the otli

underrated or overrated
;

that it is the relative market value of

the metals which regulates the relative value of the coins, and not

the reverse ; and that the whole theory of the Bimetalists is a

vain chimera.

Printed and Published by CASSKLL & COMPANY, LIMITED, LA BELLE SAUVAGE, LONDON, E.G.,

and supplied in packets of ioo,'price 4*.







GOLD STANDARD DEFENCE ASSOCIATION
wMM^lBB^^I^B^^^^^v

Offices :

tvn. C

I |. I) HII.I.I\(,I)ON

:IT :

MM IK>\

n OF Rn
KL or JERSEY, G.CM

THE KARL <

Tin Ki. H

. ('., K.I

1 1 -s- LORD

N. LORD Iln I.I\.;DOM.

<>RD GRIMTHORPK, l.i

THE I.RI.

!J., F.R.S., I .:

THE i KD KARKKK.

:

THI Ki n \V\i. i: r, BART., P.C., M.P.

I Ji.HN i 1 1. D
HON. SIR .v >urr, C.I

Rr. HON. 1! K. CMII K S.

:

\\. Pi



SIR CHAS. RIVERS-WILSON, K.r.M.G.

SIR HENRY SEYMOUR KIN., kill. M.P.

SIR GEO. BADEN POWELL, K.C M G., M.P.

SIR F. FORBES ADAM, Cl .1

11. M.I'.

Mk. K. I'.kMi.n HOARE, M.I'.

A. H. BROWN, M.P.

II. COSMO BONSOR, M P.

P, I < OHKN, M.I'.

Mk. II. KlMI'.l K. M.I'.

Mk. R. B. MARTIN, M.I'.

\V. A. M 'ARTHUR, Mi'.

C. K. TkirroN, M.I'.

MR. L. J. BAKKK.

MR. ROBERT H. BENSON.

MR. CHAS. BUTU R.

MR. WILLIAM KOWLI

KLEINWORT.

I >. I.ARNACH.

MR. D. MEINERTZHA<

K. H. Pi MI. IR, Q.C.

MK. CHARLES A. PRESCOTT.

MR. EDWARD RAE.

MR. S. A. RALLI.

HENRY L. RAPHAI.I.

MR. W. H. STONE.

MR. J. H. TRITTON.

Mk. K. H. WADE.

All communications and inquiries should be addressed to the

Secretary of the Association, the Hon. George Peel, at n, Clemenfs

Lane, Lombard Street\ London
',
E. C.

Members can be enrolled at any lime on payment of One J\ntnd

annual subscription, and any donations towards the expenses of tJie

Association will be welcomed.

ri I.I i< M/ONX H/// /:/: KK1TT //;// rn





:..:"







S




