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PREFACE

Several of the following Essays have been published
before. The first, “ An Honest Dollar,” is taken,
slightly abridged, from the Publications of the Ameri-
can Economic Association, vol. iv, No. 6. Number II,
“ Bimetallism,” was printed in Rkodes’ Journal of Bank-
ing for May, 1894. Number III, “ Money as an In-
ternational Question,’’ came out in the Azlantic Monthly
for April, 1893. The fifth piece, “ Tariff Reform and
Monetary Reform,” appeared in the North American
Review for April, 1894. The sixth, “ The Future of
Silver Pgoduction, ” is from the Review of Reviews for
November, 1893, and the seventh, “ The Monetary
Conference of 1892,” from the Political Science Quar-
terly for June, 1893. I am extremely obliged to the
editors of the publications named for the permission
which they have kindly given me to use the matter
again in the present form. The pieces entitled “ The
Monetary Experiment in India” and “ Giffen on Bi-
metallism ” are now published for the first time,

E. BENJAMIN ANDREWS.
‘Brown University,

May 16, 1894.
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INTRODUCTION

The eight articles here brought together constitute

a reasonably full elementary presentation of Bimetal-

lism. They are believed to be scientific so far as they
go, yet of course leave many deeper questions un-
touched. As its different parts originated on different
occasions, the discussion is less orderly than I could
wish, involving repetition upon some points, and on
others saying so little that perhaps even the most
diligent reader will fail to see the perfect logic of the
system. So far as possible to remedy the difficulty I
here present in the briefest compass the main grounds
of the bimetallist theory, referring in a few places to
the body of the volume for fuller treatment.
Bimetallic money is money formed by admitting
gold and silver both to free coinage and making each
an unlimited legal tender at a certain relation in value
to the other! The system of full legal tender silver
money along with gold, as at present prevalent in the
United States, Germany, and the Latin Union, does
not by itself constitute bimetallism. That real bi-
metallism may exist, both metals must be freely coined.
A single nation may, of course, adopt bimetallism, but
it is very doubtful whether any nation could now per-

1 See the Author’s /nstitutes of Economsics, § 77.
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ma'nently maintain it without the concurrence of others.
As urged by the most eminent bimetallists, the plan
presupposes the co-operation of several powerful com-
mercial nations.

The great superiority of bimetallic money, suppos-
ing it possible to keep the two metals at a fixed value
in relation to one another—a question to be touched
presently—resides in two facts, both of incalculable
moment. One is that bimetallic money guarantees to
the value of the dollar, or other unit of value, a steadi-
ness attainable in no other way. The importance of
this quality in money, preventing general prices from
either rising or falling, is treated in Essay I. Mono-
metallist writers greatly underrate this feature of
money, thinking of money too much as a mere coun-
ter, simply a means of effecting exchanges, whereas, in
the present condition of the world’s business, the vast
bulk of time contracts and deferred payments render
paramount the character of money as a just standard
of value making general prices steadfast through
periods of time.

It is obvious that fluctuations in the value of the
money unit will be slight in proportion to the size of
the world’s whole volume of unwrought standard
money metal. If gold were the world’s sole standard
money, and instead of, say, 11,000 tons of this, but
1,000 or 100 were in existence, the discovery of a new
gold mine or the loss of a treasure ship could not but
effect the purchase power of a grain of gold as no such
event can do now. Gold and silver together constitute
a reservoir of standard metal not far from twice as vast
as either could furnish alone. Moreover, even if the
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whole volume of money metal were the same in both
cases, a bimetallic money unit would have a less vari-
able value than one realized in a single metal, because
fluctuations, through extraordinary discoveries or losses,
exportation, or new uses ‘or disuses in the arts, are
much less likely to occur in both metals at one and
the same'time than in one alone. '

“ Imagine two reservoirs of water, each subject to
independent variations of supply and demand. In
the absence of any connecting pipe the level of the
water in each reservoir will be subject to its own
fluctuations only. But if we open a connection, the
water in both will assume a certain mean level and the
effects of any excessive supply or demand will be dis-
tributed over the whole area of both reservoirs. The
mass of the metals, gold and silver, circulating in west-
ern Europe in late years (before 1873) is exactly
represented by the water in these reservoirs, and the
connecting pipe is the law of the 7th Germinal, an XI
'(1803), which enables one metal to take the place of
_the other as an unlimited legal tender.”? ..

The other extraordinary and most precious advan. .’
tage of a solid bimetallic monetary system is that it
would establish a common measure of value, a’ fixed
par of exchange, not only between the different states
uniting to sustain it, but as well between any and
every pair of countries on earth. It would make the
commercial world into the most perfect possible unity
for all purposes of trade. This is fully explained in
Essays II-V, inclusive.

1 Jevons, Money and the Meckanism of Exchange, Appleton, 1876,
p-140.
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Not only are these two immeasurable benefits deriv-
able from a proper system of bimetallism, but, as the
attentive reader of the book will, I trust, be convinced,
they are attainable in no other way. Unless silver is
again made standard money in those nations where it
is now not so, prices will never cease falling (Essay
VIII, end); the difficulties besetting trade between
gold and silver countries will never become less than
now but in all probability increase. Many thoughtful
men are of opinion that, if the evil is not removed,
the highest civilization, blighted by the greater and
greater difficulty of creating in Europe the wealth
necessary to its support, will in no very long time pass
to silver lands. Persons ignorant of history may think
this suggestion wild; but whoever studies carefully
the part which appreciating money played in dissolv-
ing the Roman empire will see that the fear is not.
unreasonable.

The serious question is whether the two metals can
be so united as to continue for a century at the same
value in terms of one another. Many respected writ-
ers still deny this possibility, but clearly they do not
consider the whole case. Without detailing the argu-
ment here, I beg the reader to notice particularly (1)
the testimony of the Herschell Commissioners (pp.
36, 37), (2) the proof that bimetallism does not
traverse the law of supply and demand (pp. 34, 40,
41), and (3) the evidence adduced in Essays II and
VIII, that bimetallism did actually work in France
and (after 1865) the Latin Union between 1803 and
1873. The Herschell Commissioners were “irresist-
ibly drawn” to this conclusion (p. 37). Jevons
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unhestitatingly asserts the same in the quotation
above. Professor Lexis did so quite as strongly in his
testimony before the Herschell Commission. The
efficiency of the French law would probably never
have been questioned had not monometallists been
in distress for argument.

Since Essay VIII was written I have come across
some passages of the very remarkable Preface written
in June, 1892, by M. Léon Say to accompany the
third French edition of Goschen’s Tkeory of the For-
etgn Exchanges. M. Say there declares: “1If in 1861
silver in England and gold in Hamburg was a simple
commodity, there existed nevertheless a guaranty
against variation in their relative value. This guar-
anty, being real though indirect, was that which
France and, after 1865, the Union of the four Latin
powers, France, Belgium, Switzerland and Italy, had
in reality given to the entire world as well as to their
own citizens, by the constitution of their monetary
system. France and the Latin Union bought silver
in all quantities at a price in gold and gold in any
quantity at a fixed price in silver. The relation be-
tween the two values was that which Calonne had
" established in 1785, when he had "effected the re-
minting of the Louis d’or, of 1 kilogram of gold for
15% kilograms of silver. Calonne’s arrangement, con-
secrated by the law of 7 Germinal, an XI, allowed all
countries, those of gold and those of silver, for almost
a century, without any serious trouble in the foreign
exchanges except by emissions of paper money, to
hold facile monetary relations with each other and
easily to liquidate their international debts.”
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But even if we suppose all these able authorities
in error and believe Mr. Giffen correct in his view that
the French law of 7 Germijnal, an XI, had no influence
upon the relative value of gold and silver, the argu-
ment from the nature of the case remains unshaken.
If France's bimetallism failed, the cause lay simply in
the narrowness of its field and its support. Duly
broaden the system, and the effort which so nearly
succeeded will completely triumph (pp. 165, 166). Let
Great Britain, Germany, France and the United States
freely coin gold and silver both, making both legal
tender in all amounts at a given ratio. No serious
demand for either metal could arise from without
such a league, certainly none for gold, while it would
embrace the main sources of supply for both metals.
If at any point within the basin either metal became
in the slightest degree cheaper than would accord withe
the ratio, people would buy such cheaper bullion, get
it coined, and use it in trade. This would create a
.new demand for the metal, which could not fail to
bring it up again to the ratio figure. Should it rise
higher than this, the extra demand would be trans-
ferred to the other metal, raising that and lowering
the first. See, on all this, pages 29, 30 (note), 30—41,
144-147, 165-167.

There are two subjects vitally related to the Silver
Question which deserve fuller treatment than could be
given them in this work. I mean the labor standard
of value, reviewed on pages 49-51, and the relation of
credit to money, touched at pages 149 and 162. I
hope soon to publish upon both. Bimetallism how-
ever proposes at those points no changes in estab-
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lished economic theory but hasin its favor the absolute
consensus of standard writers. The devoting of so
slight space to those subjects here cannot therefore be
accounted a grave fault. Nor was it necessary to de-
scribe in this volume the gratifying new output of gold
during 1893, nearly certain to continue a decade or
two and perhaps destined considerably to increase.
Such increment to the world’s gold stock does not at
all lessen the need of remonetizing silver, although,
indeed, it silences one loud objection to this (p. 39).
An international union mihting at 15.5:1 would be as
likely to lose its silver as to lose its gold. But it
would retain both.






L
AN HONEST DOLLAR.

IT is always either assumed or admitted that the
ideal sort of money would be money with a unit hav-
ing a steadfast general purchasing power. Says
Ricardo, in one of the ablest monetary treatises ever
penned :

“ All writers on the subject of money have agreed that uniform-
ity in the value of the circulating medium is an object greatly to
be desired. Every improvement, therefore, which can promote an
approximation to that object, by diminishing the causes of varia-
tion, shoulq be adopted. . . . A currency may be considered
as perfect, of which the standard is invariable, which always con-
forms to that standard, and in the use of which the utmost economy
.ispracticed. . . . During the late discussions on the bullion
question it was most justly contended that a currency. to be per-
fect, should be absolutely invariable in value.”1

1 Proposals for an Economic and Secure Currency, sec. i, ii. But he
confusedly adds in sec. i: “ No plan can possibly be devised which will
maintain money at an absolutely uniform value, because it will always
be subject to those variations to which the commodity itself is subject,
which has been fixed upon as a standard. While the precious metals
continue to be the standard of our currency, money must necessarily un-
dergo the same variations in value as those metals.” See sec. iii.
« Against such variation there is no possible remedy.” The fiat green-
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Were money merely a medium of exchange, some-
thing to be spoken into being for each act of traffic
and then annihilated, permanence in its worth could
be dispensed with. But money, also, besides furnish-
ing our system of value-denominations, measures value,
serves as a reservoir of value, and as a standard for de-
ferred payments. To fulfill ideally any one of the
last-named offices it must preserve its general pur-
chasing power unchanged.

Increase in the value of money robs debtors, It
forces every one of them to pay more than he cove-
nanted,—not more dollars, but more value, the given
number of dollars embodying at date of payment
greater value than at date of contract. Decrease in
the value of money robs creditors, necessitating each
to put up, in payment of what is due to him, with a
smaller modicum of value than was agreed upon.

Such loss, whichever the direction of its incidence,
is a misfortune not only jurally but also economically.
It is so much friction against the natural and desirable
free play of exchange among men. In case money
gains in power over commodities, so that prices fall,
a quite special degree of this friction is experienced.
Under such circumstances money and titles to money

backers have enough reason to appeal to Ricardo ; yet Sir Jas. Steuart
was the first to advance the idea of a currency without a specific stand-
ard. Ricardo was no absolutist. He proposed to continue gold as the
standard, though doing nothing to regulate it. Thomas Aquinas |Op.
Paris, 1871-"80, vol. xxv., p. 455, cited by Horton, Mosn. Hist. and Mon.
Jurisprudence, p, 18] had of money this excellent aper¢u; Non semper est
ejusdem valoris, sed lamen laliter debet esse constituta ut magis permaneat
in codem valore guam aliac res.
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become rich forms of property to hold, apart from the
interest upon them, that is, apart from the use of them.
Money is thus no longer freely exchanged, as it should
be, for other forms of capital, but is either hoarded or
loaned to such as can thoroughly assure its return in
kind. It will, of course, be quoted as “easy” at such
times, but this will by no means be a proof, as is often
assumed, of its continuance in its former plentifulness
relatively to the volume of trade, but of precisely the
reverse. Interest is low in such a case not because
money is as abundant as before, but because it is not,
its scarcity having induced fall of prices and so paraly-
sis in industry. Again and again in recent years the
London Economist has reported money as easy but bull-
ion in demand, low interest accompanying actual de-
crease in the volume of treasure.! Many of our
brightest writers upon the monetary problems of the
years just past have apparently failed to master this
point.? .

A rise in prices, or, what is the same, a fall in the
value of money, though also an evil, has this incidental
advantage, that, unless so marked as to imply undue
speculation or other morbid commercial conditions, it
tempts money out of its hiding-places into circulation,
giving briskness to business. But this never does good

1 Nicholson, Money and Monetary Problems, 98 sq.

2 See infra, the references to Kral, Laughlin, and Becker. Compare
Sir Louis Mallet’s note to the final Report of the Royal Commission on
Changes in the Relative Values of the Precious Metals, esp. p. 120. He
gives a table showing that although the precious metal production wae
very much smaller between 1844 and 1852 than between 1853-1863, the
average rate of discount was lower at the same time. .
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enough to compensate for the evil of unsteadiness in
the value of money. To have its value persistently
the same, —that is the central virtue of good money.

All admit this, as has been said, yet many forget it.
We have, in this country, for many years been hearing
much about an honest dollar. What is an honest dol-
lar? It is to be feared that few of the people who
love the phrase apprehend with much clearness its true
meaning.

It is very often taken for granted that the gold dol-
lar must be an honest dollar, and one may hear this
alleged by reasoners in the same breath with the ad-
mission made by all, that money is good in proportion
to its stability of value. The two positions are of
course contradictory, except upon the pretense, which
no well-informed person will offer, that gold never ap-
preciates or depreciates.

Again, we often hear or read discourse to the effect
that holders of money have a sacred moral right to all
the increment of value which can possibly’ come to it,
so that any effort to regulate, at least to limit, such in-
crement, must be wrong, unjust to the creditor class.
But this is an implicit, if it is not an explicit, denial to
the primary truth of monetary science, that good
money must have a steadfast general purchasing power.
Gain in money’s purchasing power is change in that
" power, and ought not to be. Of the two, loss in such
power is more tolerable than gain: in other words, a
régime of rising prices is less outrageous than one of
falling prices. But either is a bad thing. An ideal
dollar would buy always precisely the same amount of
general commodity.
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There seem to be many who would concede the un-
fairness of a monetary unit which admitted of falling
prices if assured that the fall arose from an increased
cost of production in money itself, who allege the
equity of the money provided the fall has proceeded
from lessened cost of producing goods. But this, again,
is an untenable position, unless the just noted premise
touching the importance of a stable monetary unit is
false. It can make no difference why the relation be-
tween money and commodity has changed. The sim-
ple fact of such change is proof that the money
system is imperfect.! To justify an appreciating mone-
tary unit is to justify a rdgime of falling prices, a state
of things which, besides involving no léss injustice
than’ waits upon rising prices, may easily retard the
amassing of wealth' as much in a year as would a
national war.

Money may have appreciated, first, because the
supply of it has decreased, as by losses of or by new
difficulty in extracting precious metal; or, second, be-
cause the demand for it has increased, as by absolute

1See the Address of Professor Foxwell, of Cambridge, before the
British Association, September 7, 1887. It is worth our notice in pass-
ing that the orthodox z%eory of money, as merely a counter, or, changing
the trope, as nothing but a lubricant for the wheels of exchange, is un-
true and misleading so far as rise and fall in money values prevail. And
within the practical realm, mere inequity between man and man is far
from the only evil to be deprecated from shifting money values. Over-
taxation or under-taxation, as the case may be, confusion in all fixed
charges, salaries, fees, and the like, should also be considered. If
money has increased in value the payment of any nominal sum is really
an over-payment, and wvice versa. The life of the fiat greenback move-
ment resides in a perception of these inequities and a natural desire to
cure them.
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enlargement to the volume of work for money'to do,
or by the lessening of credit and barter exchanges; or
third, because, while those two conditions remain the
same, the intrinsic cost of producing given amounts of
other articles than money has decreased.

Now people are very reluctant to look upon it as a
fault in money to appreciate in this third way. Yet it
certainly is. The contrary notion springs from the ef-
fort to think money-value as absolute and intrinsic, in-
stead of relative. Here, just as in the other cases, by
the only test which can be applied, that of values
in general, money has gone astray. It is vain to say
that the goods have shrunk but the yard-stick remained
fixed. Rightinthe very fact of its remaining fixed lies
its vice; since its sole seal and credential asa just scale
proceeded from its relation to general commodity.
Change in that relation is one, indivisible, indefensible
fact, whether originating in the money term of the
equation or in the commodity term. v

There is a curious confusion of cause and effect
upon this point, which identifies fall of prices with
cheapening of commodities. Dr. Barth, editor of the
Berlin NVation, had in his journal some -‘years since,
an article entitled “The Decline in Prices an Ad-
vance in Civilization,” wherein he set forth such de-
cline, not as a sign of economic advance, which, under

. the world’s present monetary system, it sometimes is,
but asitself an element in such advance, which it is not.
Hon. David A. Wells falls into the same error in his
sixth article on Recent Economic Disturbances.! That

Y Popular Science Monthly, July, 1887, to January, 1888. These arti-
cles now constitute a book.
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manufactured and some other commodities have for
~ years been decreasing in intrinsic cost, is a great bless-
ing. But it was not necessary that general prices
should fall, and this fall has been no less an evil for
accompanying a phenomenon in itself a good.

There are very many, of course, who. know per-

fectly the nature of the evil attending the value-fluc-
tuations of money, but it is certain that none who
have not made the subject a study at all adequately
conceive the magnitude of the evil. Chevalier, Cob-
den, and Jevons gave the matter some attention, as it
related to the sinking ‘value of money between 1850
and 1870; and Alison has dwelt upon the effects of
the reverse process subsequent to 1820. President F.
A. Walker also devotes to the topic some pertinent
remarks. But I doubt if even these writers, strong as
their language often is in deploring the friction and
wreckage which they describe, have expressed the
whole truth. :
- Jevons, at any rate, is too moderate. After enor-
mous admissions touching its ravages, he almost apolo-
gizes for the change in money value, on the ground
that the sorrows springing from it are mostly occult,
and that the people habitually refer them to other
causes. The question is not whether the infelicities
accompanying these monetary vicissitudes are appre-
ciated or not, but whether they are real and serious.
That they are both will be the conviction of every
student in proportion to his acquaintance with them.

The terrors of a rickety price-system brought us by
our war impressed us too little; or rather we idly
dreamed that the mischief departed with the restora-
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tion of specie. But the change in this respect which
came with specie was only in degree. Specie payments
are by no means certain to be equity payments.

Our national debt on September 1, 1865, was about
two and three-quarter billions. It could then have
been paid off with eighteen million bales of cotton or
twenty-five million tons of bar iron. When it had
been reduced to a billion and a quarter, thirty million
bales of cotton, or thirty-two million tons of iron
would have been required to pay it. In other words,
while a nominal shrinkage of about fifty-five per cent.
had taken place in the debt, it had, as measured in
either of these two world-staples, actually been en-
larged by some fifty per cent.

Between 1870 and 1884 the debt of the United
States decreased not very far from three-quarters of a
billion dollars. Yet if we take beef, corn, wheat, oats,
pork, coal, cotton and bar iron together as the stand-
ard—assuredly not a bad one—the debt not only did
not decrease at all but actually increased, by not less
than fifty per cent.

Robertson, in 7khe Westminster Review for October,
1880, computes that the British national debt, at seven
Jhundred and seventy-five million pounds sterling, was,
in 1880, represented by a volume of staples which, in
1873 or '74, would probably have cost eight hundred
and ninety million ; so that the fall in prices between
1874 and 1880 effected a gratuitous distribution among
consol-holders of about one hundred and fifteen mill-
ion sterling, at the expense of the tax-paying public.

He says: “The whole amount of the British gov-
ernment’s expenditure in the financial year 1878-'9,
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being eighty-five million pounds sterling, represented
a purchasing power of at least twelve million sterling
more than the same amount of money would have
done in 1873-4, when the total expenditure was
seventy-seven million; so that between 1873-'4 and
1877-'8, the burden of taxation in the United King-
dom increased by a purchasing power of 20.7 million
pounds sterling, though the nominal increase was but
eight millions.”

According to the British Commission of 1886 on the
Depression of Trade, * the aggregate of our [British]
foreign trade in the year 1883, if valued at the prices
of ten years previously, would have amounted to
£861,000,000 instead of £667,000,000,” the actual
figure. '

“ A prudent trader usually considers it safe to trade consider-
ably beyond his floating capital, and to borrow, say fifty per cent.
on the secutity of his plant or fixed capital. Now the constant de-
cline of prices the last few years has virtually swept away his own
portion of the capital and only left him enough to pay the loans and
mortgages ; for instance, a ship or a factory built at a cost of
£20,000, of which £ 10,000 was borrowed, is now worth only
£12,000, or 40 per cent. less, and so the mortgage now represents
five-sixths of the value instead of half, the trader’s interest having
sunk to £2,000 in place of £10,000; probably, if trade is unprofit-
able, he fails to pay the interest, the mortgage is foreclosed, the
property is forced off at just sufficient to cover the loan, and he
is ruined. I have no doubt that this process exactly describes the
condition of vast numbers of the traders of this country and of
other countries having a gold standard. A great portion of the
commercial capital of this country has silently passed into the
hands of the mortgagees and bondholders who have neither * toiled
nor spun ’; the discouragement this state of things produces is in-
tense ; after it has gone on for several years a kind of hopelessness
oppresses the commercial community, all enterprise comes to a
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standstill, many works are closed, labor is thrown out of employ-
ment, and great distress is felt both among laborers and the hum-
bler middle classes. * * * * * * []tis a foolish reply to this
that the aggregate wealth of the nation is not changed because it
is only a transfer from one class to another ; one might as well say
that the craft of the pickpocket or cardsharper is innocuous be-
cause it only transfers wealth from one pocket to another. The
prosperity of the nation depends upon the just distribution of
wealth and the security of industry ; nothing affects it more vitally
than unjust alienation.”?

These unhappy fluctuations in its value have been
occurring so far back as we have any clear history of
money. In Greece, between Solon and Demosthenes,
owing to its increase, money seems to have lost at
least eighty per cent. of its value, or, in other words,

prices to have risen four hundred per cent? Nearly

1Samuel Smith, M. P., to Royal Commission [1886] on Depression
of Trade and Industry, Appendix C, to Third Report, pp. 429 seq. Com-
pare Frewen, Nineteenth Century, Oct., 1885, p. 603. “The real un-
earned increment is the amount of the difference, ever augmenting, be-
tween a diminishing cost of production and the increasing purchasing
power of gold, and the one class of the nation which in securing this
profit has grown rich, is that class the most idle in private life or the
most dishonest and mischievous in politics—those who enjoy without
working at the expense of those who work without enjoying. Itis in-
deed hard to decide whether the impoverishment of labor or the pre-
mium offered to idleness is the worse accompaniment of a contracted
currency.” See further on this evil, Schoenberg, Handbuck der Pol. Ock.,
2d ed,, vol. i. p. 349, foot ; Economsist, Mar., 23, 1889, p. 361; and Was-
serab, Preise und Krisen [Stutigart, 1889].

2 Boeckh's estimate. At the time of Solon, according to Plutarch,
wheat cost, per hectoliter, only 37 cents; an ox, g2 cents; a sheep, 18%
cents. Solon debased the currency 25, more exactly, 27 per cent.
Many may regard this a new proof of his wisdom. Prices rose and
doubtless “business was good ” in consequence. Levasseur well re-
marks that manufactured articles must have been then relatively less
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as great was the fall of money values at Rome between
the Punic wars and the time of Augustus.

Very early in the history of the Empire a contrary
movement began. Prices fell: the value of money
increased. I, for one, am convinced that the slow
contraction of money was among the most potent
causes of the dissolution of Rome. The product of
the mines fell off, ceasing by 476. The influx of
precious metal from remote parts ended along with
conquest, the stock in the form of wares and trinkets
being at the same time too small to spare much for
coinage. A vast amount of coin was exported for lux-
uries. Paper money was unknown. Coin was hoarded,
‘not only as the most imperishable” form which wealth
could take, but because of its silent, continual incre-
ment in worth, making rich without toil those fortu-
nate enough to possess it. Jacob estimates that from
the year 14 to the year 490, A. D., the gold and silver
money in the Roman Empire decreased from 322,200,000
pounds sterling to 87,033,000, a difference of 235,167,
000. The lowering of prices and the rise of money-
values must have borne, so slight then the bulk of the
world’s money, a very close proportion to this diminu-
tion in the stock of precious metal.

Neither in classic nor in mediaval times had the
world anything like the amount of money now in ex-
istence. Mines were few, confined to Western Asia,
North Africa, and Europe. Much of the treasure
which did exist was locked up in the vaults of kings

cheap than these figures might imply. In Demosthenes’s time wheat
brought $1.83 a hectoliter; an ox from $15to $18; a sheep from $1.80
to $3.60.
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and bankers, or hoarded by private persons, so as to
influence prices little. At the same time, the volume
of trade was of course as nothing compared with its
modern development.

A good point of departure for this part of ourstudy?
is the period of the Flavian Emperors, when the
Roman world, most of the time at peace, had become
as thoroughly unified as it ever was. Between 100 and
160, A. D., so far as we can measure, the purchasing
power of money was not greatly different from what it
is at present. Between Marcus Aurelius and Diocle-
tian, say from 180 to 290, prices rose. They nearly
doubled, in fact. We know this from a famous decree
of the Emperor Diocletian,' wherein he severely up-
braids the tradesmen for having advanced rates, and
fixes by law the maximum prices at which the main
commodities of life may be sold.

The cause of this great change was not that money
had become more plentiful. It had not. The trouble
was that trade had fallen off, owing to wars, over-taxa-
tion, bad government, and the other misfortunes of
.the Empire. In consequence, Diocletian’s edict went
for nothing. Prices remained high.

A hundred years further on, toward 400, A. D., we
find them 40 or 50 per cent. lower again. The barba-
rian invasions had begun. Mines were shut up and
money hoarded. The better to preserve precious

1 Which follows, 1n the main, Jacob, History of the Precious Metals,
and Levasseur, De /a Valeur des monnaies romanies, and La Question
a& Or.

* Mommsen has an able monograph on this interesting law, in Ver-
handlungen der k. sichsischen Gesellschaft der Wissenschaften, 1851.
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metal, much was made into vases, ornaments and
trinkets. A golden vase which King Chilperic caused
to be made, “ to adorn and illustrate the nation of the
Franks,” weighed 16 1-2 kilograms, equal to about
$10,066. Between 400 and 800, A. D., gold and silver
were the rarest they have ever been in historic times.
Between Trajan and Charles the Great, prices had fallen.
in nearly the ratio of five to one, and the purchase-
power of money had increased 400 per cent. The main
cause of this tremendous change was decrease in the
volume of money metal used in trade. The diminu.
tion continued until the days of Charles the Great, in
whose age, according to Jacob’s guess, the stock of
gold and silver in Europe outside Constantinople was
not greater than thirty-five or thirty-six million ster-
ling. Prices fell, to keep pace.

In 796 the stock of money among the Franks was
increased by booty taken from the Avars, and it is
said that in consequence of this importation prices had,
by 806, risen 3314 per cent. This does not prove that
the accession was vast : the change was due rather to
the slender sum which the Franks possessed before.
In the days of Charles the Great, as we know from a
grant which in 786 he made to his sons, of certain min-
ing lands, with the right of exploiting them for ¢ gold,
silver, and all metals,” mining was again begun, but
not enough metal was extracted essentially to change
prices till toward 1300, when the crusading period
ended. The mines of Chemnitz and Kremnitz in
Hungary were first worked. In the tenth century

1 Jacob, History of the Precious Metals, vol. i., chaps. x~xii.
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those of the Harz Mountains were apened and put to
service by Emperor Otho the Great. The extraction
was stopped by a famine in 1006, begun again in 1016,
interrupted afresh in 1186, but regularly pursued 144
years from 1209 to 1353. Then there was pause for a
century, but in 1453 .work was once more begun and
has continued ever since. The Harz output, nearly all
silver, was Europe’s main dependence in the full mid-
dle age. In the thirteenth and fourteenth centuries
other important mines began to add their stock.
Schneeberg, Saxony, produced in silver $1,500,000 a
year; Brixen, in Tyrol, $250,000; Siderocapso, in
Macedonia, $36,000. There were also productive
mines at Joachimsthal, Bohemia, at Altenberg and
Schellgadin in the Norican Alps, in Facejaber, Hun-
gary, and in Spain, Sweden, and Norway.

During the centuries last named the production of
money metal was sufficient not only to maintain
prices but to raise them. Levasseur gives as the price

of a hectoliter of wheat, in fine silver:
In 1202, 16.73 grams - about $o.671

1256, 13.98 - 0.56
1294, 25.38 “ - Y 102
1314, 32.36 “ = “ L30
1322, 35.44 Y - 142

The volume of trade had been increasing very rap-
idly, but that of money had more than kept pace. To
secure a given amount of goods required in the four-
teenth century nearly three times as much money as
in the eighth. But before 1500 a change came.

1Reckoning the gram roughly at 4 cts.  The fine silver in our silver
dollar, 371.25 grains, is 24.057 grams.
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Though all the mines known in Europe were open,
commerce had, in consequence of the crusades, become
expanded out of proportion to the money circulation,
and prices fell. Wheat cost, per hectoliter, in fine
silver,

In 1328, 21.89 grams. In 1477, 11.73 grams,
1347, 23.10 * 1492, 9.54 “
1360, 11.96 “ 1508, 10.70 “
1375, 16.64 “ 1510, §5.26 «
1406, 16.87 “ 1511, 7.29 “
1459, 14.42 “ 1512, Q.I0

These were lower prices than in Merovinigian
times, for then the hectoliter of wheat never went
lower than 12.37 grams, though no mines were
wrought, and much gold and silver had been with-
drawn from circulation. Wages did not at this period
go down as wheat did. The lowest price of wheat,
5.26 grams of fine silver, would be about 25 cents a
hectoliter. About 1500, the hand-workers on the cas-
tles of Gaillon got a bit less than 2 grams of fine silver
a day, or about 8 cents. Wages' had earlier been far
lower than this. .

If, with Levasseur, we regard the value of money
to-day as 1, then its value in the age of the Antonines,
130-160, will also be about 1; in Diocletian’s time, 0.8
will be the figure; in the fourth century, 13; at the
worst period of the barbarian invasions, 7.6; in 796,
after the Avar war, for ‘a brief time, 5.8; at 200, 5.7;
at 1300, 3.9; at 1400, 3; at 1350, 4; at 1400, 5.7 ; at
1450, 6.6; at 1500, 9.9; an instant about 1510, 12,
which was the highest. A given amount of money.
would buy then twelve times as much in general com-
modities as at the present time.
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_ America was discovered in 1492- The year 1519 saw
Cortez in Mexico. Pizarro landed in Peru in 1527, and
six years later had subdued the Inca empire. Gold
and silver began to pour into Spain from the New
World. Charles V. closed the Spanish mines to force
the miners to America as superintendents of the work
there. We do not know how much precious metal was
secured. The gold seized in Mexico has been valued
at 1,125 kilograms, the ransom of Atahualpa at 5,911
kilograms, and the plunder seized at Cuzco the same.
It is safe to say that the first century of American min-
ing multiplied Europe’s precious metal nearly or quite
five-fold, carrying up prices in much the same propor-
tion.! Both consequences became less marked as the
quantity of money metal swelled, on the well-known
principle that changes in the value of the monetary unit
are in vigor and extent inversely as the monetary
mass. The piling up of metal went on, and the gen-
-eral though irregular tendency of prices was upward,
till the beginning of the present century. Then began
a change, and from 1809 falling prices or increase in
the value of money prevailed till 1850, after which
prices rose again till 1868 or '70, when they once more
began to fall.

Upon the results of early American mining I cannot
do better than to place before the reader Newmarch'’s.
critical summary of Jacob:

1Bodin, Discours sur le Rehaussement et Deminution des Monnoyes,.
etc., 1578, says that during the Valois Dynasty in France prices mcreased
twenty-fold; e. g, the cost of a sheep or a calf went from sous to livres..
See Eng. Hist. Rev., 1, 272. Cf. on this, Jacob, I, 250.
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“1. Until the year 1521 the annual additions made to the previ-
ously existing quantities of gold and silver in Europe (and say
Africa), those additions being chiefly go/d, were not of a magnitude
to produce great or sudden effects,

“2, From 1521 to 1545, the disturbance of the previous state of
things began to be felt in consequence of the large annual supplies,
chiefly of silver, obtained in Peru and Mexico.

“3. This disturbance was greatly increased between 1546 and
1577, by the large supplies of silver readily obtained from the Potosi
mine, and by the increase of the supplies of gold and silver from
other parts of America. '

“4. The discovery, about 1571, of an abundant supply of quick-
silver, and its efficacious application to the process of silver mining,
does not appear to have done more than counteract, to a greater
or smaller extent, the increasing cost of obtaining the precious
metals, more particularly silver, in consequence of the comparative
exhaustion of the sources of supply.

“5. Adopting the general supposition of the cessation, about
1640, of the decline in the value of the precious metals as compared
with commodities, it would appear that that cessation took place at
a point (1) when the amount of gold and silver coin (in Europe and
America), say £160,000,000 sterling, was probably equal to no more
than one-t/ird of the amount to which it had attained in the eight-
eenth century; and (2), when the quantity of gold and silver in the
form of articles of use and adornment, say £60,000,000, was prob-
ably equal to no more than one-fifth of the quantity so existing
during the second half of the eighteenth century.

“6. After the same culminating date of 1640, the average
annual supplies of gold and silver reached, and maintained for a
century, a magnitude certainly twice as much as the average an-
nual supply existing in the year 1640.

“7. As a consequence of these premises it would appear that
subsequent to, say, 1640, the operation, among others, of four prin-
cipal causes, viz.: (1) the export of gold and silver, but chiefly sil-
ver, to India and the East, in payment for Asiatic products; (2) the

. consumption of gold and silver for purposes of use and ornament ;
(3) the increase of population and production, and extension of

‘
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commercial intercourse into new regions requiring a constantly in-
creasing supply of coin to maintain the former level of prices; and
(4) the annual loss by abrasion and casualties on the large quan-
tity of gold and silver in use—were sufficiently powerful to main-
tain such an exact equilibrium between the average annual supply
of and the average annual demand for the precious metals as to
counteract any tendency to a fall in their value as compared with
commodities.” ! )

I by no means allege that the rise and fall of money-
value have exactly kept pace with the scarcity and
abundance of precious metal. The parallelism has re-
sembled more that between the tides and the motion
of the moon. And the ebb and flow of value have con-
fessedly been less marked since the aggregate of money
material on earth has grown so.immense. Yet it is safe
" to say that no considerable permanent change in the
world’s yearly output of gold and silver has ever yet
failed to produce an answering change in the power of
money over goods. In a word, vexations in kind en-
tirely like those which rising and falling prices have
been occasioning in our day, have dogged men ever
since money was invented. In degree, of course, the
universal introduction of credit immensely aggravates
the trouble. Money has been a great good in the
world, but here, as in all other things, yane has mixed
with the blessing.

Is this plague necessary? Must it be perpetual?
Is the commercial world, the entire money-using
world, to be forever tormented with this accursed up
and down in the purchasing power of money ?

The general thought evidently is that the curse is

1Tooke & Newmarch's History of Prices, vol. vi., pp. 369 seq.

i
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inevitable, something forced upon us by the very
nature of things, to be borne as patiently as may be,
but gotten rid of never.

There is, indeed, an indefinite theory to the effect
that the disturbances in question will, with- lapse of
time, become innocuous of themselves. Mr. Jevons
seems to have been of this view. He often recurs to
the well-known principle that, as the mass of money-
material rises, the value-constancy of its unit waxes
more staunch. This is important, and, so far-as the
proximate future is concerned, may afford hope. It is
possible, that is, for gold production so to increase as
to enable the increment, added to a mass so vast
already, to keep prices at their present level for a
considerable time to come. Such a result, even tem-
porarily, is extremely improbable. It would require
rich diggings like Bendigo, Ballaarat and Forest
Creek to reappear, Sutter’s flume to be opened again.
Placers like these perhaps await the spade in Africa,
Alaska or Eastern Siberia, though nowhere in the old
gold-fields. It were rash, to say the least, to reason
from such a contingency, while all that we certainly
know of the gold outlook indicates that the mining of
this metal must hereafter be increasingly difficult,
irregular and costly.

But should we even see the gold output of 184969
duplicated, we should have no right to expect perma-
nent steadfastness in money value. Gold is produced
under the law of diminishing return, and hence must
in the long future grow more and more scarce, its cost
of production greater and greater, while most of the
commodities trafficked in by means of money are not
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under this law, are to grow cheaper and cheaper for-
ever, and almost none are so completely in the clutch
of the law as gold is. Manufactured goods, an increas-
ing proportion of all, already much more than half,
are only very remotely affected by the law of dimin-
ishing return, and will go on cheapening to all time.

This analysis has behind it not theory alone. His-
tory shows that the tendency of money, if left to
itself, is to gain in value. Gain has been its habit
through many more centuries than fall. The fall
spoken of at Athens and Rome proceeded from special
causes, and we perfectly well know that it was not
ecumenical even at those epochs. The great centres
had money in plenty; elsewhere it was correspond-
ingly scarce and precious. !

How striking is this tendency of money to rise in
value, right in our own century, despite the vast mass
of money metal which has been mined! Money grew
precious [prices fell], unsteadily yet surely, all the way
from 1809 to 1850, in spite of the relatively enormous
increase of those years in the world’s store of gold and
silver: $135.798,000 in gold, $79,480,700 in silver,
$215,278,700 in both. :

From 1851.to 1875, the increase being $3,317,625,000
in gold and $1,395,125,000 in silver, or $4,712,750,000
in both, was tremendous enough to raise prices and
cheapen monetary units everywhere; yet in 1873,
partly by relative deficit of gold, but mainly by the
demonetizing of silver, the law of falling prices, of

1 Montesquieu, Grandeur et Decadence des Romains, ch. xvii. Von
Sybel, KZeine hist. Schrifien, 1, 6.
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enrichment to the dollar, reasserted itself, and the
effect has'continued since.

Besides, whether gold is dear or cheap, the advance
of wealth is sure to convert an increasing proportion
of the annual yield into wares, which, embodying large
labor, will from the moment of their manufacture,
pass out of the category of potential coin, henceforth
not only exerting no steadying influence on the value
~ of money, but even, as so much additional merchan-
dise, making more money necessary.!

It is frequently urged, in reply to considerations
like these, that the need for metal -money is growing
less and less, because of the many money-surrogates
coming into use, and the need for money or its surro-
gates lessening because of the numerous substitutes
for money more and more usual each year. Tele-
phone, telegraph and bank checks transfer enormous
values every day, without the slightest intervention
of money, whether metal or paper; and of the work
for which money is requisite still, paper at present per-
forms an immense share, as well as coin could, and
even better.

Any abridgment to the need of money would tend,
of course, to lessen the value of money, to bring down
its value pars passu with that of commodities. But I
for my part am unable to see any prospect of a

1 Work on gold and silver wares often doubles, trebles and quad-
ruples their value by weight. For the wear of coin, Jacob, ch. xxii.
Suess thinks that nearly all the gold and one-quarter of the silver
yearly produced is used up in wares and trinkets and for hoarding.
Future of Silver, 53. The amount of gold used in the Arts in the U. S.
increased from 1880 to 1892 about 8o per cent. .
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lessened need for money in the future. I find no
evidence of any natural, commercial or social causes
which are going to reverse the great historic and
economic law of falling prices. Let us look at this
point with care.

The facts touching new modes of exchange are
important, but their bearing on the problem before us
is weaker than has often been supposed.

Clearings have for many years, both absolutely and
still more relatively to the growth of business and
commerce, been vastly falling off in England,! and in
this country as well. Never since 1882 has the New
York Clearing House cleared in an autumn week a
sum reaching the billion figure, which was a regular
thing that year. In 1886 and 1887 the amount ranged
between $500,000,000, and $700,000,000.

It is somewhat deceptive to enumerate both tele-
grams and checks, because telegraph and telephone
mostly do the work which the slower check would at
any rate do, though they of course effect more or less
exchange in the aggregate which but for them would
not occur. So, too, it is misleading to allow in this
analysis for a// the paper money in the world; since,
after paper has expelled metal in any land, additions
to its volume affect world prices no more.

Quasi-money and substitutes for money aid toward
cheapening commodities, by rendering less necessary

1 See Quar. Jour. Economics, vol. ii, p. 67. See for a fuil table of
the shortages, £Zconomist, Jan. s, 1889, p. 9.

2 The N. V. clearings were : in 1881, $48,465,818,212; in 1882, $46,
552,846,161 ; in 1883, $40,293,165,258. Never since have they reached
38 billion dollars.
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those large stocks of goods, wholesale or retail, which
were once indispensable. But, as we have seen, this
cheapening, though in itself an advantage, is indirectly
among the worst disturbers of monetary peace, ever
helping on that increase in the command of money
over goods which is the source of so much woe
to the industrial world. Wares, being cheaper, are
multiplied, exchange among them tending to demand
as much money as when they were fewer and dearer,
so that their fall in value, not inducing any fall in
money value, continually upsets the par between
given amounts of them and given amounts of money.
In so far, therefore, as the devices named cheapen
goods, while they lessen the money need in the
first instance, their secondary influence is to increase
this. ,

I beg the reader to return here again for a moment
to the question: What is the world’s, or a single
country’s, monetary need? If we were instituting a
money system ab tnitio, the main problem would be,
What amount of money will “go round?” How
much will do all needed money work? no further
care being required as to the volume, except that its
size be such as to prevent inconveniently small coins
on the one hand, and inconveniently bulky ones on the
other.

But when a money system is already in use, another
question, equally weighty or more so, must be asked,
viz., whether or not the supply is bounteous and well
regulated enough to render the unit steady in value.
Satisfiable or unsatisfiable, a requirement of the money
system to-day is such regulation as may preserve the
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purchasing power of the unit of value permanently
identical with itself.

Neglect of this point quite vitiates for the purposes
for which they were intended, a number of able recent

'discussions. Thus Dr. Franz Kral, who would no

doubt admit as a separate proposition the necessity of

* permanence in the value of money, in his Geldwert und

Preisbewegung im deutschen Reicke, 1871-1884, argues
that, although prices have fallen, the money supply for
the years reviewed by him exceeded the need.! The
late Professor Neumann-Spallart wrote the introduc-
tion to Kral's book and concurred in its views. As lit-
tle does J. L. Laughlin, in the Quarterly Journal of
Economics, vol. i, prove the sufficient plentifulness of
money in showing so interestingly that the chief gold
reserves of Europe and America were much larger in
1885 than in 1870-'74, that they also bore at the latter
date a much larger proportion to the whole note circu-
lation than at the former, and that high rates of dis-
count were more frequent from 1855-'73 than since
1873. Mr. George F. Becker, United States Geologist,
in his excellent notes on the Relative Value and Pro-
duction of the Precious Metals, in United States Con-
sular Report No. 87, is another who fails to see that
the abundance of money in banks is by no means a
guaranty that the social requirement for money is ade-
quately supplied.®

1He concedes, however, that monetary need increases more rapidly
than population. Viertels. f. Volksw. XXIV, iii, 201 seq.

2 December, 1887, pp. 424 seq.

3 See at the beginning of this article. The automatic power of money
to keep its value unchanged is by no means so great as most of the




An Honest Dollar. 25

To resume, while these substitutes for money have
been multiplying in certain directions, others have
been withdrawn. The truck system of paying factory
help is dying out. Twenty years ago in all our rural
communities pure barter transactions were very num-
erous and covered extensive values. Now money
is mostly used instead. Money has mainly supplanted’
also the quasi-barter so common among our fathers,
in the form of book accounts between neighbors, in
which money-denominations were employed, though
no money except to settle the balance, perhaps once a
year.

More significant is that increase in the division of
labor by which many important products, like
wagons, harnesses, shoes, and clothing, whose manu-
facture used to begin and end under the same roof,
are now gotten up by a dozen, more or less, different
establishments. The wagon.-maker buys his wheels
of one man, his bodies of another, his tops of another.
Nearly all country shoemakers, for new work, pur-
chase the uppers ready-made and the soles all cut,
from some city firm. Blacksmiths no longer make
their nails, rarely even point them, and almost never
think of forging a shoe or a bolt. All these things they
purchase. The man who builds your hause buys the
doors, the shutters, the sash, the window-frames and
the brackets from different parties, ready-made, as he

books represent. There is, for instance, no tendency in either dear
money [low prices] or cheap money [high prices] to cure itself by mere
alteration in the exchange power of a given amount of the money. Dear
money, working as a brake on circulation, tends to grow dearer still, as
cheap money, accelerating circulation, grows ever cheaper. If these ten-
dencies are reversed or overcome, it must be by extraneous causes.
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of course does the metal finishings. The casings come
to him all grooved, chamfered and ornamented, requir-
ing only to be sawn and nailed. This breaking up of
the trades is a momentous industrial phenomenon, not
yet fully enough noticed, and a very great part of the
new exchange work which it entails has to be done by
means of money. |

The progress of civilization everywhere must multi-
ply exchanges, for men will never -have equality of
relative advantage, either in their endowments or in
their environments, and the struggle for existence will
force them to employ to the utmost the help which
exchange affords. In Asia, Africa and South Amer-
ica it will call for incalculable sums of money, and it is
to be remembered that this civilization will have to ad-
vance far before it can employ substitutes for money
to any extent. Next to the English, the Spanish race
is foremost in these new lands, a race showing no more
facility than the French in the use of banking
institutions.

Vast tracts of our own country yet remain, and will
for a long time, in this relatively undeveloped condi-
tion. The United States as a whole is far more like
France in respect to monetary need than like England.
Great Britain is supposed to have a sum of metallic
money equal to twenty per cent. of the amount of her
commerce. For the United States the figure is fifty-
eight per cent., for France eighty-five per cent.! Some
years ago I found a man who had for a decade owned
and carried on the chief store in a flourishing New

1 For Germany it is thirty-four per cent. The figures are for the later
years of the last decade.
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England village, ignorant how to draw a check. If
this in the East, how slight must be the play of bank-
ing methods in the West and South. The gross ger
capita mode of estimating monetary need is fallacious,
and I never appeal to it, but it is far more applicable
in this country than in England.!

The per capita capital, surplus, undivided profits
and individual deposits in banking institutions of all
kinds was, on January 1, 1887, for the entire United
States, $76.19. For Rhode Island, the highest figure,
it was $304.83 ; for Massachusetts, next highest, $297.-
86; for New York, third highest, $251.08. For Mis-
sissippi it was but $3.23—the lowest; for Arkansas,
$4.20; for North Carolina, $5.45 ; for South Carolina,
$0.61. 4

For the Eastern and Middle States together, the
sum was $161.62 ; for the Southern States, including
Tennessee and Kentucky, which are exceptionally
well off in banking capital, it was $11.52. For the
Western States it was $60.33; or, omitting California,
as'peculiarly strong, $50.59. For the Territories it
was $70.02 ; or, leaving out Montana and Wyoming,
‘which were far beyond the average, $35.03.

Of the national banks alone the distribution is much
the same. October §, 1887, the New England States
had 566 of them, with a circulation of 5534 million ; New
York, New Jersey and Pennsylvania, 706, with a cir-
culation of over 50 million ; Delaware, Maryland, the
District of Columbia and the two Virginias, only 118,
with a circulation of $7,159,830: the remaining South.

1Cf. p. 24, the reference to Kral.
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ern States only 313, circulation $12,219,830. Passing to
the Western States we find Ohio, Indiana, Illinois,
Michigan and Wisconsin possessing 651, with 2614 mill-
ion in circulation; Iowa, Minnesota, Missouri, Kan-
sas and Nebraska, 478, circulation $10,110,093. But
in the extreme West, again, Colorado, Nevada, Cali-
fornia, Oregon and Arizona had but go banks, cir-
culating $3,101,090, and the remaining territories only
127, circulating $2,431,450. Had we duly weighed
such considerations as these, we should have been less
surprised at the quantities of silver and silver surro-
gates which this country has absorbed since 1878, with-
out ever driving gold to a premium.!

I beg attention to another weighty consideration.
The assumption which so many economists and others
have taken up from Bruno Hildebrand, of three great
periods in the world’s economic evolution, viz., barter,
money, and credit, as if credit were to have its fullest
development in the most perfect economic state, is
now seen to be false. With nations as with individ-
uals, those best able to get credit use it least. In all
the wealthiest countries the proportion of cash pay-
ments to total volume of trade is steadily increasing.
According to Rae? from 70 to go per cent. of the
world’s business is done on credit. In Germany, Siam,

1 The experience of Holland since 1873 is instructive in the same di-
rection. See the paper of Professor Greven, of Leiden, before the
Econ. Sec. of the Brit. Association, at Manchester, Sept. 7, 1887,
printed as Appendix B, to U. S. Consular Rep. No. 87, Dec., 1887.

2 The Nat. Hist. of Credit, Contemp. Rev., vol. 50, (1886), pp. 252,
seq. Rae’s generalizations are based on the U. S. Consular Reports
contained in the issue No. 43, July, 1884.
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and Canada the proportion is go per cent.; in Belgium
and China, 8o. Credit traffic has its feeblest develop-
ment in Holland ; its strongest in Turkey and Yuca-
tan. With progress in economic organization, the
sphere of credit becomes less extensive, its operation
more intensive and useful. Cash payments, getting
the mastery first in wages, in retail trade and in raw
products, spread gradually over other fields, shutting
up credit to its most helpful and least dangerous
functions. People are everywhere “ more and more re-
placing book credit by bills, long credit by short, mer-
cantile credits by banking credits, and banking credits
themselves they are making more widely effective and
available by specializing the organization of financial
institutions to particular branches of industry.” ,
Writers and thinkers of the highest ability in in-
creasing numbers believe that all necessary, or all
attainable, fixity of general prices is to come from in-
ternational bimetallism. There can indeed be no doubt
that this scheme would for a long time render extraor-
dinary service if it could only be carried into effect.
Silver has proved to be a much more trustworthy meas-
ure of value than gold, and the two together, if they
could, as I believe possible,? be made to circulate con-

11bid, p. 255.

2Nicholson, Money and Monetary Problems, 290, well redargues this.’
The figures have changed since he wrote, but his presentation is still
good logic. In 1884, the civilized nations had about $3,270,000,000 in
gold money, and about $2,185,000,000 in silver money. There have
been added each year since, in gold, $95,000,000, in silver, $130,000,000
or less. Net yearly consumption of GOLD in the arts (90,000 kilog. at
$690 a kilog.), $62,100,000. About 30,000 kilog. gold go to East yearly
—say $20,000,000. Total consumption of gold in the West, for pur-
poses other than money, about $82,500,000, leaving for money or
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currently at a fixed ratioin all the main commercial
countries, would furnish a more stable gauge of value
than even silver could, alone. '

hoarding in the West only $15000,000. Of SILVER 515,000 kilog. are
used in the arts (at $45 a kilog. at 15%4 ratio)—$23,175,000. The net
flow to East, 1,603,000 kilog.—$72,135,000. Total yearly consumption
of silver other than money in the Western nations about $95,000,-
000, Jeaving some $35,000,000 for coins and hoards.

Now suppose international bimetallism at 153, and suppose also a
rise in gold. No gold goes to the mint, and gold coins are melted into
wares, This cannot upset the system till practically a// gold is driven
out: 7. e, over three billion dollars. Every step of this way gold be-
comes cheaper and silver dearer. We have but $35,000,000 silver dis-
posable for money any year, and nothing can make the sum very much
greater ; while $15,000,000 will be needed to fill the gap in coinage aris-
ing from the fact that no gold is coined. So, there are only $20,000,000
in silver available to drive out the more than three billion dollars gold
money. Fifteen million dollars more gold yearly will be in the market
for the arts and the East from non-coinage; and twenty million dollars
driven out—in all, thirty-five million dollars over the usual 82% million
so used. 1f we suppose that, for any reason, 7ore silver is available for
money, so much more gold is made idle, so as to depress the metal’s
value. How, under these circumstances, could international bimetallism
fail, unless by treachery? Further, writers who deny that international
consensus could cause the two metals to float concurrently at a given
legal value-ratio, overlook too much the little effect which their rela-
tive production has always had on their relative value. Becker has
splendidly shown this in his Notes to Atkinson’s United States Consu-
lar Report, No. 87, December, 1887. He writes out the figures and
then presents their truth graphically, in two curves. In the 16th century,
two values of gold to one of silver were produced at the beginning, three
of silver to one of gold at the end ; yet the value-ratio between the metals
altered only from 11:1 to 12:1. For nearly half of the present century,
three values of silver were mined to one of gold ; after 1848 just the re-
verse; yet till 1872 the ratio varied so little that both metals were every
year but one brought to the French mint, where the relation of 1534:1
was observed unchanged.




IL.
BIMETALLISIM.

THE cessation of silver purchases by the United
States Government has not settled the Money Ques-
tion. It has but cleared the ground for a rational
discussion thereof. The people who suppose the pres-
ent status of the world’s hard money to be “ final,”
will find themselves as much mistaken as did those who
cried “ finality "’ touching Slavery Legislation after the
compromise of 1850. The advocates, all about us, of
scientific bimetallism, who for a long time have held
their tongues lest they should be elassed with the soz-
disant bimetallists wishing the United States alone to
open mints to silver, may now speak freely; and they
will need to do this in order that monetary science
here, instead of halting or going backward as it is now
in some danger of doing, may advance and attain the
development which it has in Europe.

Hon. Bertram W. Currie, the distinguished London
banker, remarked to the writer not long since, that all
the British political economists “ seemed to be tinged
with bimetallism.” The statement is quite true. In
Great Britain the field of academic battle over the
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standards is securely possessed by the bimetallists.
Even among “practical ” Britons, the business men,
bankers and industrial statisticians, bimetallists form a
strong and growing section, perhaps a majority. Of
the theorists who still champion monometallism, a few
reside on the Continent 6f Europe, but most in the
United States. Even here they have somewhat mod-
ified the tenor of their statements. Not one of them,
I think, longer denies that gold has recently risen in
value, or that considerable inconveniences have pro-
ceeded from this. Not one, I also think, wishes that
gold should supplant silver full money all over the
world. Further, “no economist of reputation will
lend his name to the idiotic objections which you will
see in some of the daily newspapers” to the effect
that to suppose a stable ratio maintainable between
silver and gold is to believe in a fiat power on the part.
of government to create value in defiance of supply
and demand.! _ )

“It is permissible,” as Mr. Balfour says, “ for those
who have formed their opinion on these questions upon
imperfectly remembered scraps of economic knowledge:
picked up fifty years ago, still to hold the view that
the bimetallist is a lunatic; but,” he adds, “I do not
believe that any man who has seriously considered the
literature of this subject during the last generation
holds this opinion or can possibly hold it.”

However, upon many points, wide dissidence of view
still separates bimetallists from the theorists who op-
pose them, and to some of these points I wish to direct.
attention.

IRt. Hon. A. J. Balfour, Mansion House Address, Aug. 3, 1893.
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" Permit me, first, to name a few matters which
demand explanation rather ‘than argument. While the
most accurzite bimetallists, perhaps, sometimes lapse
into the expression “double standard,’”’ every one of
them abhors it as a dangerous misnomer. It is not, as
is sometimes said, impossible that there should be a
double standard for measuring values. Such exists
to-day in the great ports of India and China. Goods
there are worth so much in gold and so much more in
silver. It is the same in Italy, where paper prices
form one list and gold prices another. But that state
of things is always unfortunate, and if the doctrine of
bimetallism presupposed such, it would deserve only .
condemnation. What bimetallism essays to provide is
an absolutely simple and unitary standard of value, real-
izable infallibly and continuously in either of the two
metals. It is not pretended, either, that the value
embodied in the unit of this standard will be perfectly
stable, though such will be more nearly the case with a
value-standard incessantly realized in each of two
metals than in one revealing itself in a single metal
only. The contention is that, under bimetallism, a
given article or lot of goods in a given market at a
given time will bear the same price, whether appraised
- in the one metal or in the other.

Again, to favor the Sherman law, the Bland law, or
any other scheme for purchasing silver by the govern-
ment, is not only no part of bimetallism, but in theory
flagrantly hostile thereto. That sort of legislation has
done the cause of bimetallism immeasurable harm. It
engenders, far and wide, the notion that what bimet-
allists desire is the purchase by the public treasury of
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all the silver which any one pleases to sell. Bimetal-
lists will have nothing of the kind. They either deny
or deplore the necessity of any bullion purchases by
government except for subsidiary coins. Their demand
is simply that,so soon as it can be done with safety,
every holder of silver be permitted to bring it to the
mint, as all may now bring gold, and have it coined
into money that shall be legal tender in all
amounts.

Another hallucination about bimetallism is that it
involves an attempt to fix the relative if not the abso-
lute values of gold and silver by the direct operation
of statute. It means no such thing. Supply and de-
mand, economic laws, that is, are to determine gold
and silver values under bimetallism, as now. What is
expected of bimetallic legislation is simply that it will
set free certain now latent economic forces, which shall
make a grain of gold bullion steadily worth so many
grains of silver bullion. Bimetallism will force no man
to give or take any more or any less of anything for a
given amount of any other thing than he pleases of his
own free will to give or take.

I beg to explain, still further, for a word upon the
point seems to be needed, that no bimetallist, prevail-
ing his system, expects gold and silver to be present
in precisely equal amounts in any one nation, com-
munity, bank, safe, till, or pocket. Bimetallism would
make the relation of the two metals in this respect like
that now experienced in the United States by green-
backs, national bank notes, and silver certificates. One
of these categories predominates in one parcel of money,
another in the next, in the third they may be repre-
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sented equally ; though usually it is not difficult any-
where to get, or to be rid of, either sort of paper, if
one is so minded. In like manner, with bimetallism,
no bank and no man would be forced, save in quite
abnormal cases, to use silver in particular, or gold. It
is, in fact, among the chief virtues of bimetallic money
that it would render the possession of gold, for such as
really need or like it, far easier than now. What is
said of the prcference for gold in great commercial
centres is mostly quite true and important, a fact
which bimetallists recognize and would provide for.
But they heed the other fact as well, that, in all coun-
tries there are uses, and certain communities for nearly
all whose uses, silver is a fitter money than gold ; in
which, therefore, if the presence of gold is enforced by
the exclusion of silver from complete monetary func-
tion, vicious scarcity of gold is caused in places and
sérvices where gold ought to be.

With this it should be remembered that, whatever
form of money is in vogue, the people of civilized
lands will henceforth use less and less metal, whether
silver or gold, in ordinary transactions. Notes and
coin certificates will serve instead. The weight of
silver money per unit of value, while to a certain
extent a point against it, signifies much less than is
usually represented. Freightage and insurance on
coin and bullion are charged for by value, not by
weight. In carting silver short distances, piling it in
vaults and shifting it from place to place there, its
weight and bulk are no doubt inconvenient. These
very qualities, however, sometimes figure as virtues,
preventing loss from theft or oversight, and at worst
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they are trifles considering the remarkable merits of
silver as money.

Sailing out, now, into deeper waters, we can hardly
steer clear of the question touching the possibility of
bimetallism. In his address already cited, Mr. Bal-
four says: '

“] am well aware that there is a vast mass of opinion which
appears to consider that the man who maintains the possibility ot
bimetallism should be ranked with those who think that the sun
goes round the earth or that the earth is a flat disc; but I may
say without offence that those who hold this opinion show them-
selves but little instructed in the recent history of the subject.”
«««.. “Idoubt whether there is a single economist of reputa-
tion under sixty years of age who will commit himself to the view
that it is impossible to maintain bimetallic money.”

In referring to “the recent history of the subject,”
Mr. Balfour doubtless had in mind the utterances of
the Royal Gold and Silver Commission of 1886-'88.
This Commission, it will be recalled, comprised six
monometallists, one of whom, L. H. Courtney, M.P.,
has since become a bimetallist, with six bimetallists,
and did very thorough work. Its report forms the
richest mine of information on money and prices now
anywhere open. This fact, with the great ability of
the Commissioners, renders those propositions in
which the entire twelve men agree, exceedingly signif-
icant. All the monometallists, the rest of course con-
curring, express themselves as follows:

“ Looking to the vast changes which occurred prior to 1873 in
the relative production of the two metals without any correspond-
ing disturbance in their market value, it appears difficult to us to
resist the conclusion that some influence was then at work tend-
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ing to steady the price of silver, and to keep the ratio which it
bore to gold approximately stable.

“ These considerations seem to suggest the existence of some
steadying influence in former periods, which has now been removed
and which has left the silver market subject to the influence of
causes, the full effect of which was previously kept in check.

“Now, undoubtedly, the date which forms the dividing line
between an epoch of approximate fixity in the relative value of
gold and silver, and one of marked instability, is the year when the
bimetallic system which had previously been in force in the Latin
Union ceased to be in full operation, and we are irresistibly led to
the conclusion that the operation of that system, established as it
was in countries the population and commerce of which were
considerable, exerted a material influence upon the relative value
of the two metals. '
. “So long as that system was in force, we think that, notwith-

standing the changes in the production and use of the precious
metals, it kept the market price of silver approximately steady at
the ratio fixed by law between them, namely, 15 1-2 to 1.

“We think that in any conditions fairly to be contemplated in
the future, so far as we can forecast them from the experience of
the past, a stable ratio might be maintained if the nations we have
alluded to were to accept and strictly adhere to bimetallism, at the
suggested ratio. We think that if in all these countries gold and
silver could be freely coined, and thus become exchangeable
against commodities at the fixed ratio, the market value of silver
as measured by gold would conform to that ratio, and not vary to
any material extent.”

The monometallist commissioners all believe that
gold would not disappear from such a bimetallic league,
viz., that silver and gold can be floated together in one
and the same monetary system. They declare :

“If the arrangement included all the principal com-
mercial nations, weé do not think there would be any
serious danger of such a result” as the loss of gold
from the system.
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“ Authorities,” Francis Wayland once keenly re-
marked, ¢ are worth only what they are worth.”” The
Herschell Commissioners, it may be said, were not
infallible. True, but, under the circumstances, their
testimony is of great weight. It will yield only to
argument, and it is certain that no argument yet
adduced has shaken it in the slightest.

Mr. Giffen is at much pains to show that, under the
French Mint Law of 1803, which the Commissioners
declare to have ‘ kept the market price of silver'
approximately steady at the ratio fixed between them,
namely 154 to 1,” this ratio was not perfectly main-
‘tained in the London market; that there, at the ratio,
now the one metal and now the other outvalued its
mate. But Sir Guilford L. Molesworth and others
have deprived this consideration of all force, by point-
ing out that the premiums which from time to time
appeared in London on gold and on silver were ac-
counted for by the state of exchange on Paris, where
alone the steadying agency of a bimetallic system
could take effect. Mr. Giffen’s facts, so far from
weakening any bimetallist position, make it still more
evident that, had Britain, like France, used silver as
well as gold for full money between 1803 and 1873,
the premiums referred to would have been unknown.

Still feebler significance had the slight agio which,
during the years named, sometimes gold and some-
times silver used to command in Paris itself.! The
agio, when it occurred, merely signalized some tempo-
rary local demand for coin, the actual handling of coin
being more necessary then than now, more necessary

1 See H. H. Gibbs, Colloguy on Currency, 46, 48.
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in France than in England. It has been shown that
the French. agios on gold, say, (and the same of silver)
were often highest during the very years when most
gold was coming to the mint, overthrowing the suspi-
cion that they sprung from any failure of bimetallist
principles. From 1803 until the Franco-Prussian war,
but one year elapsed that did not bring to the French
Mint considerable quantities of gold and silver both.
That year was 1860, when, for the moment, silver was
too dear for profitable minting at 153 : I.

Professor Lexis, of Géttingen, criticises the Royal
Commission for not sufficiently noticing the progres-
sive scarcity of gold. He expresses the apprehension
that, supposing a bimetallic league of states, gold, even
if rated very high in comparison with silver, might, in
the course of years, attain a premium, not through any
drain from without the league but by pressing demand
within. This suggestion offers monetary students of
all schools much food for reflection. In the view that
gold is henceforth to become more and more scarce, I
concur; but, considering. the large output of gold in
1893, likely to continue a decade or two, its evanes-
cence will certainly be less rapid than Professor Lexis
feared. Were the great nations to join in freely coin-
ing silver and gold at the common ratio of 15.5:1 or
16:1, no premium on gold would, I believe, appear for
a century. When it at last came, change the ratio and
it would go again. Since, by the.supposition, the
need would have arisen from extra preciousness in
gold, the ratio would in all probability be altered by
lightening gold coins, not by enlarging silver ones.

Lexis’ scruple weighs not against bimetallism but
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against over-valuing silver in relation to gold in case
bimetallism is attempted. It indeed powerfully favors
the use of both metals. If the world’s volume of
gold is destined soon so to shrink that gold would be
too precious to circulate freely though relieved by
silver in every possible way, it is fatuous to make
money out of it alone, in never so small a group of
nations. It would be so even were it possible, which
it is not, to sequester the -given group from the rest of
the world, and so nullify the tendency now observable
to extend gold and gold trade further and further.

That bimetallism could be made to work, one finds
still clearer on seeing that its operation in no sort
traverses, as many mistakenly allege, the law of supply
and demand. No bimetallist contends that govern-
mental action can annul this law. Only its mode of
operation can be changed. That the value of money
metal, under any system, is fixed by the relation of
demand and supply, all admit. But while law cannot
control value independently of supply and demand, it
can set free an economic force which will largely con-
trol supply and demand themselves.

The bimetallist affirms (i.) that the monetary demand
and supply of gold and silver, supposing both freely
coined, in fixing the purchasing power of given quan-
tities of them, overwhelmingly out-influence the com-
modity demand and supply ; (ii.) that law can at least
establish a legal-tender and debt-paying parity between
a given quantity of gold and a given quantity of silver,
which parity a treaty could extend throughout any
number of states; (iii.) that, since men are wont to dis-
charge their pecuniary obligations as easily as they
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can, the existence of such legal-tender and debt-paying
parity would, in case this legal parity should ever for
any reason fail to match the commercial parity, stimu-
late the demand for the cheaper metal, appreciate it,
and so tend to identify the parities again; (iv.) that if
the field of legal parity is large, embracing in its bi-
metallic basin a third or even a quarter of the world’s
gold and silver, unless the value-ratio between the two

metals denoted by the legal parity is wildly at variance
* with the ratio in quantity between the total stocks of
the two, the aforesaid stimulus of demand for the
cheaper will overbear every tendency to part the par-
ities named, and maintain the unit quantity of gold
and the unit quantity of silver perpetually at the same
value.

Be this theory true or false, it involves no ignoring,
no defiance of supply and demand, or other hocus-po-
cus whatever, but presupposes the free, rational, and
decisive play of economic forces at every step of the
process it describes. ’

Much has been made of the fact that gold mono-
metallism spreads as it does from country to country,
and this in spite of the earnest objections early urged
against it. Soon after Germany demonetized silver,
the Latin Union ceased coining it for standard money,
‘as did Russia and Holland. The Scandinavian states
went further, extruding it from their currency alto-
gether save for subsidiary coins. Roumania, later, fol-
lowed this example, and, still later, Austria. Holland
plants her colonies as well as herself upon the yellow
‘metal, and now Great Britain attempts the same with
her immense Indian empire. People point triumph.
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antly to this steady march of the sole gold system as
if it were beyond question a phase of advancing civili-
zation. “ Commerce,” it is declared, “is tired of sil-
ver ; only gold will satisfy it. This is a natural law of
progress, and it is irrational as well as useless to op-
pose it.”

To my mind this thought is pure fallacy from begin-
ning to end. It is patent and superficial fallacy as
well, such as only those could fall into who know noth-
ing of monetary history and whose present vision is
limited to a few central homes of commerce. The
lightness of this ubigue et ab omnibus argument is seen
in the fact that one often hears it from men who re-
fuse to regard the acceptance of Protection by nation
after nation as weighing in its favor. For protection-
ism the consideration has logical force, however slight ;
in the other case it has none at all. The difference
is that while the laying of protective tariffs, even by
the strongest nations, in'no sort coerces any of
their neighbors to do the like, the adoption of gold
as the sole ultimate money by any considerable
group of commercial nations compels contiguous
states to follow whether they will or not, irrespec-
tive of the ratiqnality or intrinsic desirableness of the
change.

No doubt, since Europe closed its mints to the white
metal, the gold system has obtruded itself upon one
country after another in a perfectly natural manner,
but this in no sort proves that the process was wisely
begun. Disease works as naturally as health, devolu-
tion as evolution. I maintain that, however natural
what has followed, the demonetization of silver was




Bimetallism. 43

not natural or rational but violently the reverse. The
policy was not debated but entered upon in entire blind-
ness. Neither in England, in Germany, nor in the
United States, the lands where it was inaugurated, was
any legislator at the time awake to the stupendous sig-
nificance of the act. Hardly a man in public or in pri-
vate life then so much as dreamed of its grave and far-
reaching consequenaes, in contracts vitiated, business
asphyxiated, and the bisecting of the commercial
world.

The statement which one hears so often now, regard-
ing the progress of wealthy countries from silver to
gold, was not the belief of Locke, who declared that
‘“gold is not the money of the world, or measure of
commerce, nor fit to be so.” Sir Isaac Newton and
Ricardo also give no countenance to that modern
fancy. It had birth in the imagination of the first
Lord Liverpool, who gives us to understand that the
English people, by general consent and without any
influence from the public authority, had, by 1698,
come to prefer silver to gold. The noble Lord was
entirely mistaken in this, as Dana Horton and Sir
David Barbour, following Ricardo and Lord Ashbur-.
. ton, have shown. Ricardo explicitly says that the
English took up gold, not because better fitt&d than
silver for the business of arich country, but because the
English law overvalued gold, making it hard for silver
to circulate.

Silver was then the world’s money, and England as
now the centre of the world’s commerce, the bank
for all. The profit from paying gold in England
and silver elsewhere, a profit originating entirely
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in legislation, was the sole reason why England be-
came mainly a gold country in the eighteenth century.

The English thus preferred gold during the eight-
eenth century only in the sense in which the people
of the United States preferred gold ,after 1834 and
before that date preferred silver. Such was then Eng-
land’s ignorance of monetary history and theory that
in 1816 the second Lord Liverpool had little difficulty
in foisting his father’s error upon Parliament. Silver
was demonetized, and Great Britain thus started upon a
false track. The French mint, so near, doing bimetallic
work for both nations, prevented the evil from at once
revealing its virulence; and the high career of Great
Britain commercially, prepared for when the nation
was bimetallist, evolved through association the base-
less idea that gold money and commercial greatness
have some logical connection.

In 1872-’73, this idea greatly influenced Germany in
favor of laying silver aside, though with it wrought
certain other motives, the wish for simplicity in mone-
tary system, dislike of France, and, most of all, what
so strongly inclined the Paris Monetary Conference of
1867 toward gold monometallism, the then plentiful-
ness of gold. Demonetization of silver by the United
States in 1873 was also motived largely by the exam-
ple of England and the thought of simplicity. That
no partner to the deed understood or had seriously
considered its bearing, has since been abundantly
proved. It is thus quite certain, I believe, that the
ostracism of silver began in ignorance, not at all in that
circumspection and deliberation which must have
marked it had it been a true instance of economic evo-
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lution, like the discarding of stage-coaches or the
abolition of slavery.

But did not the demonetizers destroy better than
they knew ? Is the sole gold form of moneyso bad
after all? We live, business increases, many are
- happy all about us. Out with your pessimism! The
feeling voiced in words like these may be crystallized
into three definite inquiries: (1) Will a grain of gold
purchase a greater amount of general commodities to-
day than in 18737 (2) If it will, what are the causes of
the change, facts connected more with the gold, or
facts connected more with commodities? And (3) pro-
vided gold has increased in value per grain, what harm,
if any, has this done? These are very important
problems.

Answer to the first is obtained by defining terms.
In these, as they touch this discussion, the utmost
looseness prevails. For instance, nothing is commoner
than to hear a reasoner admitting that general prices
have indeed fallen, but declaring that the fall has been
caused by the cheapening of commodities, not by any
appreciation in gold. Thisis a contradiction. If gen-
eral (gold) prices have fallen, gold has risen, appreciated.
A fall of general prices is nothing else but an elevation
in the value of the money in which they are appraised,
and this is equally true whatever the cause of the
change. Suppose the new relation between gold and
goods to have grown solely out of the lessened cost of
goods, it is none the less a fact that gold has appreci-
ated, for the appreciation of gold means simply that
a given weight of it will buy more wheat, meat, cloth-
ing, etc., than it would some time ago.
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What people seem to mean when denying appreci-
ation in gold while admitting that general prices have
fallen, is that the altered form of equation between
gold and commodities has not originated on the gold
side of the balance, namely, has not originated either

in any increase of the effort needed to produce gold, -

or in any increase of the work required of gold money
in consequence of the disuse of silver ; but has sprung
up on the goods’ side, to wit, has come wholly from a
lessening of the effort which men have to put forth
to create commodities.

Distinguished as are the writers vouching for this
view, I cannot but think them in error. Doubtless the
cost of producing most goods has declined since 1873,
but there is no evidence that it has since then lowered
a whit more rapidly than between 1850and 1870, when
prices were rising instead of falling. I venture to pro-
nounce this an unanswered and an unanswerable argu-
ment. Another is, if possible, more decisive still.
How can a régime of falling costs, which of course
means increasing plenty, larger profits, higher wages,
be also a 74gime of hard times, panics, strikes, lock-
outs, failures, increasing crime and increasing pauper-
ism, such as the gold-using world has passed through
since 1873? Some of our people wish for a revision of
the tariff in order that manufactured products may be
ours at lower cost. But if the industrial purgatory in
which we have been since 1873 is the consequence of
lower cost, good Lord, deliver us from tariff revision!
It is my belief that if general costs had fallen since
1873 as gold prices have fallen, these twenty years,
which have been so lean, would not only have matched
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the fat decades preceding, but would have formed
industrially, economically, and in respect to every
interest of civilization, the most splendid era in human.
history.

Elaborate effort to show that gold money is serv-
ing us honestly has been made by noting special cases
of lowered costs in articles which have confessedly
gone down in price. To me this is as if, when vol-
canic action has caused a mountain to shoot upin the
midst of a plain, a man should argue that the moun-
tain had not risen but the surrounding earth given
way. He might say: This vulcanism theory is very
abstract and questionable. On the other hand, that
ground often settles we all know. The land in ques-
tion has been much trodden. Mass meetings, circuses
and picnics have been held there. Besides, naturalists
who have looked into the question believe that certain
animals have been in the habit of burrowing beneath
the surface, so that the ground would naturally cave in
from time to time and become depressed relatively to
the mountain top. Such arguments could not but
attract attention ; but I think that after weighing them
.-.any-would still cling to the theory of vulcanism.

That certain commodities have not fallen, and that
such ashave fallen have fallen unequally, in no wise dis-
proves the rise of gold. Part of the fall which has
occurred is confessedly owing to lowered costs. Arti-
cles thus affected have gone down more than others.
Wages of skilled labor have perhaps even risen some-
what as gold has, and the best city lots have risen more
than gold. All this is precisely what we should ex-
pect supposing the enchanced scarcity or activity of
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gold to be the chief cause of these changes. Among
the phenomena cited, only the rise of wages called for
the slightest comment. The average value of labor,
including unskilled, has not, in my belief, advanced so
much as gold, even if it has'risen at all. If it has risen,
this is because nearly all labor, particularly skilled
“labor, is, like city land, more or less completely sub-
ject to monopoly.

To account for the new preciousness of gold we
must, then, look beyond new processes of manufacture
and transportation to the conditions affecting gold
production and gold money work. At both these
points we find ample reason for a rise in its value.

That the effort which must be put forth to get gold
from the earth is greater than formerly, Leonard H.
Courtney, M. P., has most convincingly set forth.
Suppose the said effort to be as before. This would
prove the recent fall in prices to be afall in costs, as so
many believe. Under this supposition the condition
of things will be this : Gold has, say, 40 or 50 per cent.
more purchasing power than before, but its production
demands no more intrinsic effort (metaphysical cost)
than before, while the mercantile or money cost of thela-.
bor and capital necessary in extracting it is some 25 per

_ cent. less than before. Now the inevitable result of such
a situation would be a vast increase in the amount of
gold yearly produced, whereas the amount produced has
greatly fallen off instead of increasing. We are
driven to conclude that our initial supposition was.
erroneous, and that the difficulty of unearthing a grain
of gold is now greater than it was in 1873. :
When to this it is added that from a billion to a bill-
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ion and a quarter of new gold money has been called
for by Europe and the United States since 1873, to
say nothing of the potential demand offered by states
now on a paper money basis but preparing to resume
specie payments, one need look no further fer the rea-
sons why gold units will purchase more now than
twenty years ago. ,

Against considerations like these it is idle to speak
of gold as plentiful enough, placing in evidence the
great stocks of gold in national treasuries and banks.
Even Soetbeer admits that these do not disprove the .
dangerous paucity of gold. They in fact prove such
paucity, as has been clearly pointed out by Sir Louis
Mallet and many others.!

Had gold not increased in value, the investment of
it in productive industry would be more profitable, so
profitable as to elevate considerably the rates of inter-
est now prevalent, and draw down these piles of treas-
ure at present so huge and idle. I, of course, admit
that vast chests of gold are held in certain countries
under the operation of a motive different from the
economic one, viz., the wish to be ready for war ; but
even these are evidence that gold is ever harder and
harder to get, since, were it not so, that necessary for
war could, on occasion, by any nation possessing good
credit, be quite readily provided at short notice.

There are those who deny the increasing value of
gold on the ground that not price but labor is the true
test of value. This view seems to me to contain the
most interesting complex of fallacies that ever beguiled
intelligent minds. I can touch but a few of these.

1 See supra, p. 3, note.
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1. The notion of labor as the measure of value, put
forward in certain incoherent statements of Adam
- Smith but not adhered to by him, has been rejected
by every representative economist since.

2. That labor is the sole cause of wealth and that
things are wealth exactly in proportion as they
embody labor, is a fundamental tenet of socialism,
anarchism, and communism, the admission of which
leaves one no logical defense against the general doc-
trine of those people.

3. Like socialism, etc., it takes no account of the
agency of capital in production.

4. Were this theory to be carried out, a man’s wages
could never rise without robbing some other man.
~Every man’s just wages will be the value which he
creates, and no more. It canalso be no less. If you
subtract aught to remunerate capital, you either de-
part from the theory or else defraud the laboring man.
Anarchists and Communists, who wish death to the
unemployed rich, will hail this doctrine with delight.

5. The labor-standard of value would, unless its
introduction were to end all improvement in modes
of industry, commit business forever to a 7dgime of
falling prices. The gold standard appreciates fatally,
but, unless production ceased to grow cheaper, as now,
a labor-standard would appreciate still more dis-
astrously. ‘

6. The ethical aspect of the labor-standard theory is
the worst, unless, again, the use of this standard is
going to abolish all improvements in industry. If you
contract a debt to-day, payable in ten years, you must
then, to pay it, part not only with such quantity of
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things as now equals in value the given number of
labor units, but with fifty or a hundred per cent. more,
according to the increase that takes place meantime in
the productive power of labor. Such a system when
understood would annihilate credit at once. This by
itself would probably forbid any increase of productiv-
ity in the labor unit ; but I will not suppose this the
reason why the labor-standard system is expected to
work.

It cannot be that the few recent writers, who seem
inclined to this view, fathom its grave implications.
Not one of them would wish to pay his debts on this
plan. It is, in fact, wholly untenable. The great
economists, including Adam Smith himself, are right
in gauging the value of money by the range of gen-
eral prices. Gold has then risen in value.

Coming at last to the third of the questions men-
tioned at page 45, what harm, if any, has the rise in the
value of gold occasioned, I unhesitatingly avow the
conviction that the magnitude of such harm is past all
calculation or conception. Not to be too lengthy, I
must here summarize rather than discuss.

The rise of gold, that is, the fall of prices, mainly
consequent upon the demonetization of silver in and
after 1873, has had, in particular, four great results,
each of which has been pernicious in the extreme.

First, It has tainted with injustice every time-con-
tract made anywhere in the gold-using world since
1873.

Second, It has all over this vast area afflicted pro-
ductive industry with anamia, asphyxia, and paralysis,
owing -to which the world’s wealth is to.day less by
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billions than it would be had normal monetary condi-
tions been enjoyed.

Third, It has split the commercial earth in two, into
a gold-employing and a silver-employing hemisphere,
between which, so great is the difficulty of exchange,
commerce has ceased to be a rational affair and has
become in effect a game of hazard. Thus, in another
way, have the growth of wealth and the advance of
civilization been retarded.

And, fourth, By thus deranging international ex-
changes, it has discouraged and, upon a colossal

scale, lessened in amount, the loaning of capital by

rich countries to poor, indefinitely to the disadvantage
of both, so, in still a third way, hindering the weal and
progress of mankind.




II.

[MONEY AS AN INTERNATIONAL
QUESTION.

IN his charming address opening the Monetary Con-
ference at Brussels, on the 22d of November, 1892, M.
Beernaert, prime minister of Belgium, spoke as fol-
lows :—

«That which will in the future be looked upon as the charac-
teristic mark of our century, this century so strange and grand in
many respects, will be the prodigious and incessant development
in it of international relations. Formerly, one belonged to his vil-
lage, his province, or, at most, to his country. A man knew only
his neighborhood. He shared its prejudices and its passions.
The foreigner he viewed either with indifference or as an enemy.
To-day, the horizon of humanity is enlarged. An immense move-
ment is extending life and well-being everywhere. Peoples daily
become better acquainted with one another, and mingle more
freely with one another. The world itself hardly suffices longer
for our activity. Hence the many international understandings for
administering with uniformity the:common interests of the civilized
world. Agreements, which already apply almost universally, reg-
ulate telegraph systems, the mails, railroads, weights and measures,
the publication of tariff laws, industrial and literary property.
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Tentatives in the same line are making to unify commercial law in
several of its essential elements. Why should it not be the same
with money, that instrument which is international par excellence,
the one upon which we are all the most dependent ? ”

These words will serve as a text for the following
paragraphs.

Every careful student of contemporary things must
be impressed with the rapidity at which the world is
becoming smaller. No two nations on earth are in
effect so far apart to-day as were New Hampshire and
Georgia when our Union was formed. This is why
the growth of great states in territory and in the
sweep of the central power in each is found to be, for
the most part, safe and healthful as well as inevitable.
In the United States, the general government now
exercises authority which the stoutest Federalist of
1789 would have shuddered to foresee, yet does this
with the approval of all.

It is not usually observed that the same force which
shakes so many different nations into one, and consoli-
dates so many individual nations, is compelling greater
intimacy on the part of states which still remain gov-
ernmentally separate. Even the mightiest sovereign-
ties on earth cannot resist it. We have here the
secret of the extraordinary advance which the science
of international law has recently made. It is culti-
vated more than ever. The law of nations is viewed
more than ever before as law proper, and its devotees
cherish a project, which will never sleep until realized,
of an international commission, a world court or world
congress, for the trial of international disputes. Not
only are sections giving way to nations, but nations
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are becoming one. We are hastening to a veritable
¢ parliament of man,” a “ federation of the world.”

The condensation of population upon our globe
introduces a new necessity for conscious action by
men in the direction of their greatest affairs. As civ-
ilization advances, the Power above takes man more
and more into his counsel in shaping it. Idle trust in
the so-called natural laws of social growth was once
not so unsafe; but now the crowding and jostling
occasioned by the density of society demand all possi-
ble thoughtfulness on men’s part. Grave problems
arise that once had no existence. They will not down,
nor will they solve themselves.

The formatjon of an ecumenical postal unian, in
1863, 1874, and 1878, was one long and benign step
in this development. If we mistake not, the next,
equally imperative, and destined, when taken, to be
viewed as equally advantageous, will be the practical
recognition of money as a matter for international
agreement and action.”

How splendid an achievement it would be if the
nations of Europe and America would provide them-
selves with a few gold coins for use in common! No
one can measure the good which would hence arise
from the extra ease with which accounts, prices, and
statistics pertaining to one of these countries would
then be understood by the people of other countries
who had occasion to examine them. The perplexity
which proceeds from the absence of such a common
price denominator is a great barrier to international
trade, making it a sort of occult science, wherein those
specially skilled profit at the cost of the ignorant.
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" Travellers as well as merchants would be saved from
much trouble and loss by an international coinage.
If it were introduced, a man from one country, jour-
neying in another, would not be put to the necessity
of visiting a bank at once on his arrival, in order to
supply himself, at much expense, with the special
maney of the land. '

So easy would this reform be, at least in countries
using gold as fundamental money, it is surprising how
little demand there is that the thing be done. The
decimal system has been adopted nearly all over
Europe, and, in money, also in the United States.
Not merely the Latin Union, namely, France, Bel-
gium, Switzerland, Italy, Greece, and Roumania, but
Germany, Austria-Hungary, and Russia as well, have
so far introduced the decimal element into their
. moneys as, with but slight changes, to make possible
certain highly convenient monetary unities among
them.

The twenty-franc piece is already at home, under
one name or another,—so many “francs,” “lire,”
“drachmas,” “lei,” or “florins,”’—throughout the
Latin Union, in the new State of Congo, and, as a
trade coin, in Austria. Just to be odd, one would
think, Austria is making her new twenty-crown piece
a little heavier than the twenty-franc piece, putting
into it 6.09756 grams of fine gold, instead of 5.806
grams. It is a pity that this coin should not have
been made to agree at least with Holland’s ten-florin
piece, which contains only 6.048 grams fine. The
Spanish piece of twenty-five pesetas is precisely equal
in value to one and a quarter of the twenty-franc
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piece. Take about six cents’ worth of gold from the .
English sovereign, and augment by about the same
sum the German twenty-mark piece, and each of these,
also, becomes a twenty-five-franc piece, exactly equal-
ling in value one and one-fourth of the twenty-franc
piece. Our five-dollar gold piece could be reduced to
this same value by removing some two and a half per
cent. of its fine gold. The Scandinavian Union would
have to enlarge its twenty-crown piece but a little to
make it equal to thirty francs. Can it be that such
vexing diversity in the moneys of neighboring peoples
will be tolerated much longer, when these trifling
changes would introduce practical parity in moneys
throughout the gold-using world? It will perhaps be
said that the changes proposed would necessitate cor-
responding alterations in other gold coins. True, but
the main modifications required would relate to the
minor coins, of ten marks, ten crowns, etc.,—coins
which ought in any event to be melted, making way
for silver money, to circulate in the form of certificates.
This measure, which would strengthen immensely the
gold holdings of national banks and treasuries, has
everything to recommend it, and not an objection to
it would be offered by any one, provided the change
could be made general.

A subject no less important, to which attention has
not so frequently been drawn, is that of international
gold and silver certificates. How insane it is that
whenever exchange between Europe and America, for
instance, reaches a certain figure, gold, in quantities
more or less immense, must be carted to the wharf,
placed in vessels, and, at great expense for freight and
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insurance, carried across the ocean, only to be returned
after a few months in the same expensive way! Not
seldom the cost of re-coining is added to that of trans-
portation. A million pounds sterling in gold, a sum
which the Rothschilds frequently have to send from
one nation to another, weighs eight and ninety-three
hundredths tons. The same amount in silver would,
at the present market value relation between the two
metals, weigh a little over one hundred and ninety-six
tons. T have never tried to compute the expense of
this continual movement of the precious metals, but it
is certainly very great.

And it is needless, at least among nations so highly

civilized as those of Europe and North America. All
of it might be saved by an arrangement on the part of
national treasuries or banks parallel with that between
the principal banks of New York, by which, in times
of crisis, they utter clearing-house certificates. Such
an arrangement, once become fixed and popular,
would, I believe, be able to continue even through a
war. ' .

The thought at this point, so far as concerns Europe
and America, relates mainly to gold certificates, be-
cause in these lands gold is now the sole means of ulti-
mate payment; but there is no reason why much use
should not be made of silver certificates as well. To
be sure, they would not serve in the final settlement of
balances, because silver is practically a commodity.
Such papers would be like Standard Oil and other cer-
tificates used to mobilize heavy goods. But the inter-
national traffic to which silver is subject is so very
important that the passing of these warrants from one
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side of the ocean to the other, in lieu of the metal itself,
would effect great saving to all.

The necessity for international agreement in the
matter of money is further seen in what occurs when,
for any reason, a nation gives up the use of metallic
money, and goes over to a rdgime of irredeemable
paper, as we did in the civil war. One versed in polit-
ical economy easily understands that such an act by
one nation, liberating nearly all its gold and silver
money and sending it abroad, elevates prices and
cheats creditors in all the nations receiving it. That
this occurs silently, and is always accompanied by cer-
tain phenomena in themselves felicitous, such as the
lightening of producers’ debts and taxes, does not,
after all, make it desirable. It is the less so because
the nations relieved enjoy the rise of prices only to
suffer the reverse movement, sure to come whenever
the nation first concerned resumes specie payment.
There can be no doubt that the return to specie by the
United States in 1877 and 1878, calling vast sums of
gold from Europe, occasioned some part of the indus-
trial distress that was experienced in England, Ger-
many, and France during those years. Since about
that time there has been, among the nations using it
for money, a struggle for gold such as never occurred
before. It has not yet ceased, and, unless some
scheme can be devised for the rehabilitation of silver
money, will not cease. About a billion dollars of gold
money in excess of their previous holdings has been
called for by the nations of the West since 1873. The
United States required a great part of this. Germany
and Italy also had to stock up with the yellow metal.
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More recently, Russia has been buying it far more co-
piously than most surmise. That country now has a
supply of about $481,600,000. Roumania has pur-
chased largely for several years. For some months
Austria has been buying, in order to range herself with
the gold monometallic lands. The agency of Austria
appears in the exportation of gold from the United
States in 1892 and 1893, most of which left us at mo-
ments when foreign exchange was below the gold
exporting figure, showing the artificiality of this cur-
rent. Austria had agents in New York, who, directly
or indirectly, secured the exportation of gold by offer-
ing for it special inducements of some kind.

The writer views this eflux of gold, not as having
resulted from the return of American securities held in
Europe, but as the cause of that. There may be a few
Europeans who doubted the continued gold solvency
of the United States. Such persons were very rare,
and sént home but a small proportion of the valuable
papers that reached us after the Baring failure. The
secret of both the gold outflow and the paper inflow
lay in the determination of the European powers and
great banks to be well supplied with gold, which could
be carried into effect only by special measures. Our
abnormally large importation of commodities during
January, 1893, is to be accounted for mostly in the
same way.

Still another momentous evil, due to the fact that
the world’s monetary arrangements lack all coérdi-
nation, is the fall in general prices which has been
taking place since 1873. As I have elsewhere ob-
served, many writers of great intelligence fall into a
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curious confusion of cause and effect upon this point,
identifying fall of general prices with intrinsic cheap-
ening of commodities. The decline in prices now
going on in itself marks no advance in civilization.
One may indeed speak of a fall in prices as a szgn of
economic advance, which, under the world’s present
economic system, it often is, but never as itself an ele-
ment in such advance, for this it is not. That many
manufactured articles have long been decreasing in in-
trinsic cost isa great blessing, and articles of this class
would doubtless have gone down more or less under
an ideal system of money. But it was not necessary
that general prices should fall; and this fall, I main-
tain, has been an absolute and unmitigated curse to
human civilization. Mark, it is not low prices which 1
condemn. Low prices, once established, are as desir-
able as high. That is to say, the words ‘‘ high " and
“Jow” in respect to prices are not absolute, but rela-
tive terms. The continual f@// of prices, the act of
sinking, is the accursed thing. None profit from it but
such as are annuitants without being producers; and
we may be sure that no civilized state is going to legis-
late to keep prices falling, when it is once seen, as it
must soon be seen, that the fall injures all but the
very few unproductive people who live upon their
incomes. Bankers and money-lenders, assuch, are not
interested to have prices fall and the value of money
increase. What enriches bankers is lively business,
plentiful trade, demand for capital, high interest,—
phenomena which never accompany appreciating
money, and in the nature of the case cannot do
so. In the absence of wars and all such acute
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causes narrowing the demand for loanable funds, the
present abundance of these in all directions, and the
consequent low rates of discount, ought to be read as
indubitable signs of a morbid paucity of money in the
general circulation.

All are glad, certainly, to have the costs of things
become less and less. This process has been going on
since 1873. Had this alone occurred, no one would
complain. There are two proofs that this is not the
whole of what has been going on. Intrinsic costs were
falling between 1848 and 1873,—falling as rapidly as
they have done since 1873. But at that time prices
were rising rather. than falling, and it was a period of
extraordinary prosperity everywhere. The other evi-
dence that the fall in the intrinsic costs of things since
1873 has had an occult, baneful accompaniment of
some sort, is as follows: Falling costs ‘imply pros-
perity. The signs of a rdgime of falling costs are
high interest and dividends, good wages and profits,
happy merchants, manufacturers, bankers, and work-
men, few failures, few strikes and lockouts, rapidly
multiplying industrial undertakings, and rapidly. in-
creasing wealth. This is not a picture of men’s eco-
nomic life for the last twenty years. Costs have fallen,
doubtless, but the fall in prices has not consisted solely
or mainly in reduced costs.

Just so, an advance in prices may mean an advance
in costs, as is generally, or often, the case when prices
are put up by tariffs; or it may mean merely an in-
crease in the volume of money, without increase, or
even with decrease, in costs, as was the case after
1850.
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I have nowhere seen these distinctions properly
traced ; and because they are not heeded, people of
much intelligence often talk absurdly upon this sub-
ject. One class hails with joy a rise of prices, what-
ever its cause. When prices decline, many imagine
that it must mean a lessening of the effort necessary to
get commodities, and they raise hallelujahs accord-
ingly.

The dislocation of prices is infinitely the most im-
portant aspect of the silver question. The trouble is
intensely real. It is at once economic and moral in
nature, hindering productive investments and ex-
" changes, and necessitating a measure of injustice in a
vast proportion of the exchanges which do occur. The
malady affects all alike, Europe as well as the United
States, Germany and Austria no less than England
and France. How long shall we let it continue ?

Still more recondite is another evil from which
modern society suffers greatly. I refer to the rupture
of the industrial world into monetary hemispheres by
the demonetization of silver which began in the year
1873. The result is substantially a new phenomenon
in human history. Before 1873, silver as well as gold
had practically been for centuries full money in all the
important nations. After 1816, to be sure, silver was
not full legal tender in England ; but for all this, pay-
ments could be made to England in silver just the
same, because France, near by, would receive this in
settling her balances with England, and return gold.

. This new state of affairs is a very serious one. Na-
tions in the gold group can no longer trade freely with
nations in the silver group. There is between the two
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worlds no mint par; that is, no stable par of any kind.
As to trade, these two sections of humanity stand to
each other in precisely the same relation which a na-
tion using irredeemable paper money occupies to other
nations. Under such circumstances, it can never be
known how much of the money of one country will
equal a given sum in that of the other at the moment
when the trade is consummated or the goods are
delivered. An element of specially distressing and per-
plexing risk thus enters into all such transactions ren-
dering them a veritable form of gambling. It is well
known how greatly this curse is affecting England’s
trade with India, occasioning widespread bankruptcy
and strikes without number. Lancashire, usually so
prosperous, has become, in consequence of its dis-
turbed commerce with India, the scene of nearly uni-
versal distress and complaint. No one denies this,
but the remedies which various parties suggest are
very diverse.

What has been written and said upon this subject,
relating so exclusively to its British phase, causes
many to overlook the fact that friction of the same
sort is felt all over the world wherever countries whose
ultimate money is gold seek to trade with countries
whose ultimate money is silver. The United States
too, is hampered by this infelicity. It stands with the
tariff as one of the reasons why our trade with Central
and South America, Japan and China, is so insignifi-
cant.

Perhaps the worst victim of the disease at present is
Mexico. The Mexican delegates at the Brussels Con-
ference submitted a long paper in which they re-
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hearsed the distresses which have come to their country
through the loss of their old-time freedom of exchange
with the gold-using world. The picture which they
drew was very dark. They did not complain of a loss
in the purchasing power of silver, for net loss of this
kind in the silver-using countries there has been none,
but bewailed the uncertainty of the value of silver
from day today in terms of gold, which would, of
course, be the all-important consideration in their for-
eign trade. I transfer to these pages a table which
these gentlemen presented to the Conference, showing
the number and the sweep of the variations in Mexican
exchange on London for the two years 188g-90.

1889. 1890.

No. of No. of

Max- Min- (Varia- Max- | Min- |Varia-
Month. imum. |imum.| tions. ‘;f:n";“ imum. [imum. | tions. ﬁ'(")';t'
January . . 35¢ «g T || 37| 88| % 8
February . . 35 6 37| 864 | % 9
March . . . 358 | % 1 874 | 81+ | & 15
April . . . 353 | ¢ 1 39 | 87 [ 1% 13
May. . . . ;| 358 | £ 2 398 | 38% |1 8
June . . . 354 | & 2 414 | 39 11
July . .. 358 lt' 3 y 40% | 1% 8
August . . b | 358 3 454 | 42} | 3% 9
September . 358 | & 6 44 | 2§ 10
October . . 3% | 2 6 434 | 40% | 24 17
November . 8% | # | 11 414 | 87 | 48 14
December . 31t | & | 12 414 | 393 | 23 13

There are those, I know, who fancy that the precise
* difficulty here under survey must be temporary. They
think that silver will “find its level,” and that then it
will be possible to forecast the course of exchanges
between the different parts of the world, just as be-
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fore 1873, or as between Europe and America now;
the rates of exchange being sometimes higher and
sometimes lower, but always oscillating back and forth
‘past a fixed par. In my judgment, this thought is en-
tirely illusory. If silver is left a commodity, there
will never again be a fixed par between it and gold,
any more than there now is between iron and gold, or
lead and zinc. Not only so, but, as gold becomes
more scarce, the gap between the units of the two
moneys, gold and silver, must slowly and irregularly
increase. It is not a pleasing prospect, for one who
believes in the progress of human civilization, to see
the two great sections of humanity thus held asunder
by a gulf in their monetary relations, not impassable,
indeed, but passable only through deepening storm and
tempest.

The outlook is the darker because the portions of
the earth thus unnaturally forced apart are precisely
the ones that ought to be trading together most freely.
Many, of course, believe in erecting trade barriers be-
tween such different nations as produce the same
things, but you must search far to find a man who
does not favor closer trade between the nations of the
southern world and the nations of the northern world.
Now, this classification is almost exactly the mone-
tary classification to which I have referred. Unless
something can be done to close the chasm spoken of,
it will yawn more and more as the years pass. It will
be worse than a Chinese wall between those monetary
zones, having more effect to prevent trade and the ac-
companying influences of civilization than the highest
tariffs of which protectionists ever dreamed.
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It is obvious that these evils can never be cured while
nations continue upon their present Jazssez-fatre mone-
tary basis. So long as each nation acts for and by
itself in these matters, society is inevitably a prey to
the-afflictions which have been enumerated; while, in
respect to the last two of them, the fall of prices and
the splitting of the world into diverse monetary camps,
things are going from bad to worse.

Two parties make light of all etforts to bring nations
together in monetary union. The ultra gold mono-
metallists do this. They pretend that there is gold
enough in the world, and deny, or incline to do so, that
any such strife for this metal as has been alleged is
going on. We notice, however, that at present none
among the advocates of gold monometallism have the
temerity to demand, as used to be done ten years ago
by a few, that silver should be demonetized universally.
But why ought not this to be done, if there is gold
enough? Also, I have yet to hear of any gold monomet-
allist who has dared, within the last five years, or
would now dare, to recommend the United States,
Germany, and the Latin Union to demonetize their
full legal-tender silver. But again, why not, if there is
gold enough? The most enthusiastic gold monomet-
allists thus virtually admit, as regards the last and
worst of the evils of which we have spoken, the power-
lessness of what they recommend, to effect a cure.
For the monetary chasm which gapes between the
industrial world that uses gold and the industrial world
that uses silver they provide no bridge.

But it is equally impossible, with the means favored
by them, to remedy that other bane which we men-
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tioned,—the bane of the fall in general prices. There
is not, within the lands which now use gold, gold money
enough to prevent a most serious and distressing fall
in general prices. If only the exchange function of
money be had in view, there is, doubtless, gold enough.
There is sufficient to ‘‘ go round.” You can have gold
in plenty for all exchange work, if you take each coin
and divide it in two. Then the gold at present with
us will go twice as far as now, relieving us of all diffi-
culty in effecting’ whatever exchanges we wish to effect.
But what would be the influence upon prices of such a
division of coins? I leave the reader to imagine. Of
course, it would be confusing and disastrous in the
extreme.

Another class of influential persons who mock all
attempts to secure an international monetary agreement
are the ultra silver men, who desire free coinage by the
United States alone. Among these are no doubt some
who wish this result quite regardless of consequences,
desiring only to make money more plentiful in order to
render easier the unpleasant business of paying debts;
but it is unfair to charge the whole class with such a
motive. Many, if not most of them, sincerely believe
that the free coinage of silver by us, independently of
other nations, would not lead to the expulsion of our
gold. They think that what France accomplished
between 1803 and 1873, in maintaining for all Europe
the practical concurrence of gold and silver money at
a value-relation between the metals of fifteen and a half
to one, doing this both during the penury of gold before
1850 and during the affluence of gold after that date,
the United States could much more easily accomplish
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to-day. Not only do many thoughtful Americans
believe this, but as well several of the ablest European
students of monetary science, such as Henry Hucks
Gibbs, Moreton Frewen, and Sir Guilford L. Moles-
worth. It is easier to laugh at this opinion than it is
to refute it.

These thinkers make much of the fact that the
abundance of money metal, including silver, produced
since 1873 bears a much smaller proportion to the
quantity in existence at that date than did the new
money metal brought to light between 1850 and 1870
to that which existed just previous to 1850. Strong as
this consideration is, I cannot, for my part, think these
gentlemen right in their conclusion. They seem to
. overlook three important considerations: first, the hos-
tility and discredit into which silver, rightly or wrongly,
has fallen; secondly, the relatively low cost at which
silver can now be produced ; and thirdly, the intense
fight for gold which is now going on. These facts had
no parallels at the time when Michel Chevalier wished
to demonetize gold, and they are of such moment that
neither the United States nor any other nation would
be wise in undertaking, alone, to reinstate silver. The
result of such an effort would be, I think, that the
nation making it, would simply bid farewell to the gold-
using section of mankind, and go over to the users of
silver.

Were we, in our present condition, to institute the
free coinage of silver, the first consequence would be
the hegira of our gold, leading to dreadful stringency,
and a much greater fall in prices than we have thus far
seen. This agony being over, as the mints began to
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turn out great piles of silver dollars, to circulate either
directly or by proxy, prices would slowly rise to the
Mexican level. We should have left Europe in order
to join Mexico, Central and South America, Japan and
China. I can see how high-protectionists might ear-
nestly desire such a result, for the wall which the
change would erect between Europe and America
would be more impassable than any that McKinley
tariffs could create. This would be bad enough, but,
from the point of view of the advancement of civiliza-
tion, it would not be the worst effect. The fall of
prices in the countries still retaining gold would of
course be checked for a time. These countries would
receive our gold, affording them great temporary relief.
Only temporary, however. After a time, the struggle
for gold would be on once more in the gold-using
group, just as it is now; for that gold is destined to
become more and more scarce, not only relatively, but
at last absolutely, seems to the present writer as cer-
tain as anything future can be. The distress of falling
prices would, in the course of years, lead some other
nation, at whatever sacrifice, to incur the distress of
changing its basal money from gold to silver. Then "
another and another would do the same. If this proc-
ess must be gone through by one nation at a time
clear to the bitter end, civilization will be thus hindered
more than by the permanent continuance of the mili-
tarism which now burdens Europe.

No one nation can solve this serious problem. It
requires international action. The only scheme by
which the difficulty can be surmounted in anything like
a permanent manner is international bimetallism,
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which I believe to be as perfectly feasible as its theoret-
ical operation is simple.

A great many admit the troubles enumerated above,
which in my judgment bimetallism would cure, but
do not wish to go so farin the way of remedy. Hence
the innumerable soi-disant palliatives short of bimetal-
lism that are offered for those difficulties. It would be
tedious to enumerate these, interesting as many of them
are from the ingenuity which they display. But it is
to be remarked that none of these partial remedies
could be carried into effect without international action,
and that the concert which most of them would require
would be of a much more intricate kind than that
called for by out-and-out bimetallism. Compare, for
instance, the simple provisions of bimetallism with the
complex, minute, diverse, and numerous specifications
of the pro-silver scheme put forward the last year of
his life by the late lamented Professor Soetbeer. It
were better to adopt at the outset a plan whose opera-
tion would be thorough. The best which could come
from any superficial measure would be that it would
soon reveal its inefficiency, having meantime committed
the nations to common action in monetary affairs.

L]



IV,

THE MONETARY EXPERIMENT
IN INDIA.

ON the 26th of June, 1893, the Government of India,
having obtained the permission of the British ministry,
indefinitely suspended the free coinage of silver in their
dominion. The purpose was to give a fiat value to
the rupee, higher than that of the silver it contains,
making it, if possible, steadily worth 1s. 4d. in sterling,
viz.,, 1-15 of a gold sovereign or 32.44 cents in our
money. Itwasexpected asan inevitable element of this
plan, ultimately to open the Indian mints to gold and
to make the metal a legal tender in India, paying it out
when demanded ; but this part of the program, whose
execution will require India to possess no less than
£15,000,000 in gold, was, so far as convenient, kept
from public attention in order not to accent that ap-
preciation of gold which made action necessary.

The natural history of the change thus attempted
deserves study especially for two reasans. It illus-
trates the impossibility of a strictly national money ;
showing that the world’s money, like the world’s air,
will form a certain more or less perfect unity in spite
of all national enactments, every essential alteration in-
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the status of money in one nation producing its neces-
sary consequences throughout the world. Thus, this
decree, resolved upon by seven men ruling the Queen’s
Asiatic Empire, was not only occasioned by past and
prospective legislation in remote lands, but itself, when
promulgated, took instant effect on the other side of
the globe, closing mines, making troops of laborers
wageless, bursting banks, convulsing trade, producing
in some respects the most distressing monetary panic
on record, and convening the American Congress in
extra session.

The other reason why India’s recent monetary his-
tory is peculiarly interesting is that it sets in clear light
a very deplorable result of the demonetization of sil-
ver, to which thinkers in the United States have insuf-
ficiently attended, viz., the destruction of a fixed par of
exchange between the portions of the world usingsilver
as fundamental money and those using gold alone in
this character.

Till 1873, that is, so long as silver was full money
on the continent of Europe, exchange processes be-
tween India and Great Britain were as simple and easy
as they are now or ever were between any two sepa-
rate sections of the earth. The fact that silver had
been since 1816 but a limited legal tender in Great
Britain was of no consequence in this regard, since the
two money metals bore in London as at Paris the al-
most perfectly stable value-relation of 15.5: 1, which
was in France the legal value-relation of the two met-
als. There was, therefore, between the money of
London and that of Calcutta practically a fixed par,
as there is to-day between dollars and sovereigns, rates
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of exchange oscillating in the one direction or the
other from this par, as the balance of trade might
swing, but never beyond the percentage required for
the shipment of specie, and always in a way more or
less calculable beforehand according to the season of
the year. Merchants in one country could place
orders for the others’ products long beforehand. Con-
tracts might be in gold money or in silver, in sterling
or in rupees indifferently, for it could be foreseen al-
most to the penny how much a sum of either would
mean in terms of the other at the date when they
were to mature. Until 1873 nothing but war, panic,
or other abnorml circumstance ever interrupted this
beautiful condition of the India exchanges.

After the demonetization of silver, in 1873, all this
was changed. The tie that had bound the two metals
at the relation in value of 15.5: 1 was gone. Nothing
like fixity of par between the East and the West has
since existed. The London trader can no longer with
safety offer former or any silver prices for Indian pro-
ducts, since he cannot tell a day or an hour before-
hand what that sum of silver may soon equal in
gold. »

Merchants in India are in like case if they wish Brit-
ish goods. In a transaction of magnitude, to offer any
price in gold is to incur the risk of ruin. In fine, trade
between Great Britain and India has become almost
a game of chance. '

As a consequence, the export of British manufac-
tures to India and other silver countries suffers serious
check, and articles of the sort once procured from
England have been coming to be manufactured in
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India itself. In many lines India has not only been
supplying her own people but also exporting liberally
to China, Japan and other silver-using realms.

In 1876 England sent to China, Hong Kong and
Japan 29,838, 495 1bs. of cotton yarns, having a value of
£1,272,008; in 1886 she sent thither but 26,930,400
Ibs., at a value of but £900,846, a diminution of not far
from ten per cent. in quantity and 3334 per cent. in
value. The export to these countries of goods other
than yarns declined similarly but in rather smaller pro-
portions. So heavily has England lost in cotton trade
to the East that her total world-export of these goods
has for many years tended to diminish rather than in-
crease. The British Gold and Silver Commission of
1886-8 published in its report a great number of almost
startling statistics bearing upon this, all to the effect
that the new friction in exchanging with silver coun-
tries introduced by the demonetization of silver has
caused English manufacturers prodigious and incalcu-
lable loss of Oriental trade. Bombay cotton industry
has thrived at the expense of Lancashire, Calcutta jute
manufacture at the expense of Dundee, and the India
wheat trade at the expense of English and American
farmers.

Were it likely that India in taking up most of the
manufacturing lost by England has gained from the
transfer so much as England suffers, the English would
perhaps be philanthropic enough to acquiesce. But
this is probably not the fact. Most Englishmen, at
any rate, believe that it would have been better for
India as well as for England, in case the ancient condi-
tions of exchange had remained, for England to con-
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“tinue supplying the whole Orient with manufactures
for some time to come.

Quite akin to the hindrance encountered by eastern
trade due to rickety exchange, is the bar, from the
same cause, to the loaning of capital by England in
India. On all old loans there has been tremendous
loss. Testifying before the Royal Commission just
referred to, Mr. P. F. Tidman mentioned the case of
the Singapore Dock Company, the English stockhold-
ers in which lost 20 per cent. on their investment
through the rise of gold after 1873, though the under-
taking was so successful that in Singapore its shares
brought a premium. The instance is too mild to be typ-
ical.. Of the millions upon millions of British capital
invested in the East before 1873, the great majority has
shrunk nearly one half in gold value, banks and com-
mercial houses holding such assets having to write
them down accordingly.

Past losses of course tend to discourage loans, but
this effect would soon pass away were it not for present
and future darkness touching the silver value of gold.
“You cannot,” says Mr. Tidman, “get a penny of
English capital to invest in a silver-using country so
long as the uncertainty between gold and silver re-
mains.,” Of the British capital invested in the East
long ago, much is being withdrawn, its owners prefer-
ring to lose half rather than the whole. All this is of
course an extreme misfortune, both for the capitalists
who would be glad to lend were it safe, and for the
progressive business men in silver lands who would
thankfully borrow if it were possible. Such friction
amounts to a dreadful check upon the progress of
civilization.
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This ceaseless up and down of Indian exchange on
London consequent upon the rise and fall of gold,
naturally excruciated the Indian Government. This
Government has yearly to pay enormous sums in
England to discharge its gold obligations, and these
obligations were made heavier or lighter by
whatever elevated or depressed the silver price of
gold. .
Sir David Barbour, then the financial member of
the Indian Government, said in 1893, discussing the
necessity of reform in Indian finances: ‘ If we budget
for the present deficit of 15,951,000 rupees and ex-
change rises one penny, we shall have a surplus, if it
falls a penny we shall have a deficit of more than
three crores ;! if we impose taxation to the extent of
one and a half crores of rupees, a turn of the wheel
may require us to impose farther taxation of not less
magnitude; another turn and we may find that no
taxation at all was required.”

It will be observed that the particular infelicities
thus far mentioned, viz., those springing from lawless
exchange between England and the Orient, were due
not to the appreciation of gold as such, but merely to
the instability, the constant change, of its value in
terms of silver. Had gold fallen, not risen, or had it
displayed but a tenth of its actual rise, the evil of
fluctuating exchange might have been just as serious
as it has in fact been. This trouble originated solely
in the circumstance that, owing to the desuetude of
the French Mint Law, and the absence of any other
such legislation, no one can now know on any day how

1 Viz., of rupees: a crore being 10,000,000.
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much a grain of either precious metal will to-morrow
be worth in the other.

The appreciation of gold, as distinct from its incon-
stancy of relation in value to silver, has begotten, in
the relations between Great Britain and India, an-
other family of woes, which we proceed to survey.

In 1873-74, before the rise in gold began, the amount
remitted by the Indian Government to England to
meet gold obligations was £13,285,678, which, as the
rupee would exchange for 1s. 10.351d., was repre-
sented by 142,657,000 rupees. During the year 18g2-
93, the amount remitted was £16,532,215, which at the
average rate of exchange for that year, viz.,, Is. 2.
98s5d., required a payment of 264,784,150 rupees. If
this could have been remitted at the exchange of
1873-74, it would have needed only 177,519,200 rupees,
a difference of 87,264,950 rupees. At least 87,000,000
of these extra rupees which the Indian Government
had to pay England over and above what would have
been called for had the old rate of exchange remained,
was a dead loss to the people of India owing to the
appreciation of gold.! Sir David Barbour declares
that this appreciation “ has added to the Indian expen-
diture in two years more than four crores (40,000,000)
of rupees.” This sum has had to be raised by other-
wise needless taxation, or by diverting public funds
which were sorely needed for railways and other im-
provements in the interior of India.

Discussing the repeal of the Sherman Law before it

1 This entire statement is copied with slight changes from the Report
of the Indian Currency Committee to the Rt. Hon. Earl of Klmberley,
Secretary of State for India, dated May 31, 1893, p. 7.
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occurred, Sir David said that that event might lead
to a fall in the gold price of silver of even 6d. per
ounce, or more, and that there might be no substantial
reaction from the level thus reached. Such a fall,” he
added ‘‘ would, it may be said with practical certainty,
reduce the exchange to about 1s. per rupee, and
involve the necessity of raising at least 66,120,000
rupees more than would be required by the Govern-
ment of India to effect, even at the rate of exchange of
1s.3d. per rupee, a remittance of the amount drawn
last year, viz., £16,530,000; while the payment of
419,370,000, which is the present estimate of the draw-
ings for 1893-'g44 would, at 1s.3d. per rupee, require’
300,020,000 rupees, and at Is. per rupee, 387,400,000
rupees, involving an increase of 77,480,000 rupees.!
The rise in gold confronted the Indian Government
with new expenses in India itself. Its officers, civil
and military, who receive their salaries in rupees, de-
manded compensation for the loss which they sustained
by the increasing dearness of gold exchange. Many of
these officers disburse most of their incomes in Eng-
land, in supporting their families and educating their
children, and in laying up for old age; and, although
general prices in England have fallen one third, it is
certain that the purchasing power there of given in-
comes in silver has been largely reduced. Indian
service pensioners living in England receive their pen-
sions in terms of silver, but must defray all their ex-
penses in gold. Many retiring officers and mission-
aries are forced by the rise of gold to remain in the

1 Report, p. 10.
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East though they would gladly return. Private cit-
izens and corporations in India employing Europeans
have been obliged to advance their salaries to meet
this sort of loss; and had the Indian monetary system
not been changed, the government would have been
driven to do the same. For this, too, of course, new
" taxes must have been laid.

If the changed relation in value which has arisen
 between gold and silver since 1873 had originated
solely in silver, not at all in gold; in other words, had
the fall of prices in gold countries consisted wholly in a
lesseni'ng of the effort necessary to produce commodi-
‘ties and not at all in an increased difficulty of procur-
ing gold, then, since silver has fallen in relation to gold
just about as general commodities have, silver prices
must have risen; in which case the furnishing of
more rice, cotton, etc. to pay extra taxes would have
been to the Indian people as a whole no hardship. The
effort required in paying the old tax would have been
the same as that demanded by the nominally higher
new tax.

But this has not been the case. Silver prices have
not risen. The rupee has not lost in general purchas-
ing power,! much asit has lost in power to purchase
gold and gold exchange. A given number of rupees’

1The Indian Currency Committee seem to think that of late there has
been a slight tendency to a rise in prices, viz., lossin the purchase
power of rupees. Report, par. 3t. Even so, the steadiness of the value
of silver in India is very remarkable, - In China the metal has gained in
value rather than lost. Upon this subject see in the Journal of the Royal
Statistical Society, London, for Dec., 1893, an article from G. Jamieson,
Acting Consul-General at Shanghai, in which it is shown as follows:
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worth of Indian goods represents as much effort to-day
asin 1873. The additional payments by India to
England noted above have been therefore a dead loss
to India, owing to the appreciation of gold, the stand-
ard of her foreign creditors and of her contracts with
them.

Such, then, were the evils, present and waxing ever
worse, which induced the Government of India to
modify, if possible, its monetary system : the distress
attending Indian—British exchange, checking both com-
merce with Europe and borrowing therefrom, and
stimulating, perhaps unhealthily, Indian manufactures;
and the rise in the value of gold, adding vast weight
to the principal and interest of India’s English debt.

It is worth our notice that not one of these afflic-
tions had birth in any action by India herself. Each
was thrust upon her by legislation in Europe and
America. Her system of money, in itself, and also so
far as concerned her relations to the silver world, was
perfect. There was circulating medium enough, and,

¢ 1. As regards articles whichare both produced and consumed in
China, silver prices have on the whole tended to decline. There is a
moderate rise in a few articles, principally food stuffs, but all over there
is a decline of about g per cent.

“2. As regards articles of native origin exported to foreign countries,
the silver price has not advanced with the fall of exchange. Prices on
the whole are almost exactly on the level of the years 1870 to 1874.

“ 3. Asregards articles of foreign manufacture or production imported
for sale in China, the average price in silver has declined very consider-
ably. The Chinese can now obtain their supplies ata less cost even
in silver than they could twenty years ago by some 26 per cent. In
.other words, the purchasing power of silver has not declined in respect
to any of the classes of commodities, and has even considerably in-
creased in respect of the first and last classes.”
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except as affected by gold exchange, prites were
exceedingly steady. The tangled lien binding India
to gold-using countries produced all the trouble.

Also, India’s monetary sorrows did not come from
any ippairment of the character of silver as a mone-
tary metal, but from the new preciousness imparted to
gold by western legislation. It is a noteworthy fact,
though often overlooked, that, until very recently, if
at all, silver has not fallen in value since 1873, while
gold has vastly risen in value. The necessity for mone-
tary revolution in India, so far from constituting any
reflection upon the fitness of silver for use as full
money, reflects severely upon gold. One should not,
however, infer from this that silver alone is a better
money than can be formed, by suitable provision, from
gold and silver together, although silver's wonderful
steadiness in value since 1873 powerfully re-enforces
the consensus of scientific judgment, based now upon
metallurgical as well as upon historical considerations,
that the value of this metal is less fickle than that of
gold.

Still further, the desire for an alteration in India’s
money did not in the remotest degree spring from or
represent the masses of the Indian people. Quite the
reverse. Could they have voted upon the measure
which was adopted, a thousand would probably have
opposed it where one favored. Only the Government,

1 See Walker, Monecy, 254, note, citing Chevalier, La Monnaie, 171 ;
-Roscher, Grundlagen § 142 [cf. vol. iii. of his System, 344]; Jevons, /n-
vestigations in Cur. and Fin., 59 [cf. 311, where he thinks the question
whether silver is as stable in value as gold to be at least debateable] ;
most remarkable, Ricardo, Proposals jfor an Ecomomic and Secure
Currency, sec. iii.
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the European officials, and the people trading with
gold lands wished a new order. To all others the old
was perfectly satisfactory and for the best of reasons.
However inevitable under the circumstances, the in-
novation grew out of no popular demand, but was en- -
tirely artificial in nature. The nervousness, discord and
foreboding in respect to money so marked in al]l gold
lands since 1873, have not touched silver peoples at
all save in relation to their gold debts and trade.

Nor did the Indian Government itself wish the new
procedure except as a “ policy of despair.” The corre-
spondence between the Government of India and the
Secretary of State, printed in connection with the
Report of the Indian Currency Committee, shows that
the Indian Government has repeatedly made to the
Home Government in England the most anxious
representations in favor of International Bimetallism,
with Great Britain as a party. In the despatch dated
Calcutta, March 23, 1892, the Governors say: “ We
are desirous, as we have always been, of aiding in the
settlement of the silver question by International
Agreement.” These authorities have believed from
the beginning, as they still believe, that only such an
agreement can satisfactorily relieve the Administration
and Trade of India. They have earnestly implored
the Home Government to give up its attitude of
hostility in favor of such. In the despatch from
Simla, June 21, 1892, looking forward to the Brussels
Conference, they plead :

“ We fear that a refusal on the part of Great Britain to adopt

the system of double legal tender may be fatal to an international
agreement for the free coinage of both gold and silver on a suffi-



84 The Monetary Experiment in India.

ciently wide basis; and we believe that a limited increase of the
quantity of silver used as currency will exercise a very trifling influ-
ence (if any) in raising, or preventing a fall in, the gold price of
silver, while it will be wholly without effect in the far more impor-
tant matter of preventing fluctuations in the relative value of the
two metals. We greatly regret this state of affairs, both because
we believe that no other countryis so deeply interested in, or
would benefit so greatly by, a uniform standard of value through-
out the civilized world, as Great Britain with her vast system of
trade and the great extent of her finances ; and because the final
rejection of an international agreement for free coinage of both
gold and silver will leave this country face to face with a problem
of the greatest difficulty.”

. But the Indian Government found, as L. H. Court-
ney, M. P., a member of the Currency Committee
itself, declares in a Note to the Report, that “ The
British Government is the greatest obstacle, perhaps
the only substantial obstacle, to the establishment of
an International Agreement,” and was therefore com-
pelled, against its will, as a last resort, to put up with
the gold standard scheme.

No doubt, since the closure of Europe’s mints to
silver, gold monometallism has spread to one country
after another by a perfectly natural evolution. But
this in no sort shows that the evolution was wisely
begun. The first brick in a row being knocked down,
however foolishly, however unfortunately, the rest fall
according to a beautiful law. When Chicago burned,
the flames had evolution from house to house in the
most scientific manner. Inoculate your system with
cholera, and the poison, unless arrested, will cause
your death by steps each logical to perfection. But
in none of these cases does the inerrant march of
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causation justify the first application of the force.
Similarly, let the dominant commercial powers of the
earth displace silver or gold from its function as final
money, and feebler powers have no option but to fol-
low, each succumbing with a promptness proportioned
to its commercial advancement ; but the rigor of this
necessity proves instead of disproving the absurdity of
the original step. The monometallist evolution since
1873, rational, logical, inevitable, relentless, even beau-
tiful as an exhibition of economic law, is dumb over .
the inquiry why it was ever suffered to start. The
fact is that neither in England, in Germany nor in the
United States, the lands where the movement was
inaugurated, was any legislator at the time awake to
the stupendous significance of the act. In each of
these countries the sole gold standard was adopted
. carelessly, either in ignorance or in neglect of the far-
reaching, bitter consequences which have appeared
since.

The point wherein the necessity that was upon In-
dia to change moneys damns monometallism is that In-
dia’s case is by no means unique. In kind, all the griefs
which move India to try and place her feet upon gold,

. press Mexico, all Central and South America, Ceylon,
Mauritius, The Straits, Japan and China to attempt
the same ; and there is not an intelligent friend of
the gold standard on earth who longer supposes that
the world’s gold stock can possibly be spread out so
thin. The difficulty would not be, as often suggested,
that our gold would not suffice “ to go round.” There
is plenty of gold to go round if the coins are made
small enough. The pinch would come in a fall of
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prices more terrible than any dreamed of now, some-
thing like that which occurred about 1510, when a
given amount of money would buy nearly twelve times
as much in general commodities as to-day, hand work-
ers’ wages being eight cents a day, and a bushel of
wheat selling for nine cents in our money. Gold mono-
metallism is, then, in this dilemma : By the same categor-
ical imperative that has prevailed in India, it is called
upon to make itself universal, and it cannot become
.universal without absolutely insufferable tesults.

It is too early to say whether this new monetary
scheme can be carried through. There is reason for
much doubt upon the point. Indian traders with
London like to” beat up the rupee, wishing it always
to purchase exchange for at least 1s. 4d., the more the
better; while British dealers try to beat down the
rupee, determined that it shall not command exchange
for any more than 1s. 4d., the less the better.

Thus far Britain is victorious. Council Bills will not
sell in London for so much as 1s. 4d. A rise of the
rupee in purchasing power would of course lessen
exports from India and multiply her imports, at once
reducing. the demand for means of remittance from
London to the East and increasing the supply. This
effect would perhaps go some way toward making the
policy fail. It may fail entirely; it may half fail,
neither bringing in the gold standard nor re-permitting
silver coinage ; or it may succeed.

If it fails quite, and the Indian mints are reopened
for silver, India becomes happy again, but at the
expense of English manufacturers and exchangers,
who at once fall victims to all their old woes.
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The Indian Government may prefer partial to total
failure, refusing to reopen the mints though unable
securely to shore the rupee to a: gold standard. In
this case the old ills must be endured and new ones
be added. English-Indian exchange will continue
irregular, and Indian exchange with the far East, now
also made irregular, will remain so.

This intermediate state, neither one thing nor the
other, in which the attempted reform succeeds just
far enough to torment everyone and satisfy no'one, is
the position of affairs to-day (March 26th, 1894). The
Bombay mill-owners fear ruin through the removal of
their flourishing trade to China and Japan. These
lands already spin much cotton. Unless ‘the silver
question is settled, they. will spin more and more.
They will also, in addition to much else, manufacture
their own raw silk. Japan and China will thus oust
England in still greater degree from her manufactur-
ing industry, as they are already ousting her from her
coal trade east of Suez.

Supposing the experiment successful, it by no means
smooths much the monetary path which the Indian
people have to'tread. It merely relieves that part of
their past perdition which had its source solely in
crazy exchange. It establishes a par between British
and Indian money. Some good must follow this, but
much very desirable relief will not follow. The other
phase of the disease, that, namely, which roots in fall-
ing prices, will be made more acute, because the gold
necessary to render India’s experiment a triumph
cannot be sent there without another appalling drop in
general prices all over the gold world. Supposing full
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success, then, from this moment, India, in money mat-
ters, bids adieu to the silver world, where prices not
affected by gold exchange are so beautifully steady,
and joins Europe, Australia and ourselves in that
régime of decadent values from which so much in-
justice and suffering have come. Whereas the ex-
change difficulty has concerned but small classes, the
fall of prices will throw paralysis into every industry and
taint with iniquity every outstanding contract through-
out India. Sir David Barbour thinks that many pro-
fessed friends of the new policy hope for its failure,
dreading the new appreciation of gold which its tri-
umph would occasion.

The people of this enormous territory make next to
no use of savings-banks. Hitherto they have laid up
their spare earnings mostly in the form of silver trin-
kets, such as necklaces, bracelets and anklets. Ten
million pounds sterling worth of these is said to ex-
ist among the 300,000,000 inhabitants of India. As
such silver wares could until now be readily turned into
rupees in case of need, the custom has been to speak
of one or more of them not as ¢ worth "’ so many ru-
pees, but as being so many rupees; people there making
a much less sharp distinction between silver money
and silver in other shapes than is common with us.
The new legislation not only strikes away the old pos-
sibility of turning trinkets into money, but annihilates
" from ten to fifteen per cent. of the value of the trinkets
themselves. In some countries so flagrant an attack
by government upon property would beget a revolu-
tion.

The Indian Government’s chief reason for its move
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was that it would thereby escape the necessity of fresh
taxation. It avoids this only in form. It in reality
imposes upon India, in a roundabout way, somewhat
harder for the natives to trace, a much heavier burden
than is evaded. To save laying openly a tax of £2,-
000,000, the population is indirectly mulcted by ten
times that sum.

In the parliamentary debate of August g, 1893, Mr.
Chaplin introduced a memorial of the Industrial Asso-
ciation of Western India, which used as an argument
against the proposed change the heavy burden of an-
cestral debt resting upon the Indian peasants. “Your
memorialists observe that the large volume of the gold
obligations of the Government is advdnced to justify
a departure from the trade in rupees. But they
humbly suggest that the silver obligations of the peas-
antry are twenty fold greater and more important
than the gold obligations of the Government, so that,
while removing a minor evil, a greater one of the same
nature but the results of which it is impossible to fore-
tell, would be substituted.” Spite of this protest, the
step is attempted. This colossal debt of the ryot pop-
ulation has been swollen already by some ten per cent.
and the injustice will become greater and greater as
prices fall. No wonder the English Government, for
having driven the Indian rulers to this, is boldly charged
in parliament with “ financial crime.”

One is curious to see how the intensely monometal-
list ministry of Lord Rosebery' can henceforth face
the bimetallists in public argument. The ministry has

1 Lord Rosebery himself is thought to be less averse to bimetallism
than some of his colleagues.
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at last admitted the existence of grave monetary evils
in the world, and, so far as concerns India, has sought
and supplied a supposed remedy. To an extent never
known before in one act of any government, it has
“ tampered with the currency,” altering the standard
of value in debts and trade for a population of 300,
000,000 souls, a species of action which it has hitherto
affected to abhor. It confesses the truth that proper
legislation can establish a parity of value between gold
and silver moneys, and that governments may some-
times be in duty bound to undertake this. The bimet-
allists may be depended on to make the most of these
admissions.

If it continues, the new order will increase India’s
imports from England, but it will overthrow the thrifty
manufacturing and export business which India has
developed in recent years, It cannot but do some-
thing to attract European capital, yet the aid in this
respect afforded by stable exchange will be largely off-
set by the fact that hereafter capital going to India
must engage in producing goods for a falling market,
a state of things which everywhere dissuades holders
of wealth from investing it in productive undertakings.

It appears from the foregoing that India’s new mon-
etary régime, if it matures, will, while improving on the
old in certain respects, be in others no improvement but
rather the reverse ; and that at best it must be merely
a temporary make-shift, not a finality. Study of the
experiment assures the writer afresh that no monetary
peace can come to the world till silver is restored to its
ancient place as full money.
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V.
TARIFF REFORI'1T AND MONE-
TARY REFORM.

THE fundamental truth on which the policy of tariff
reform is based is that the world of cammerce is by
nature a continuous unity. Any measure or system
which tends to hedge it off into districts or depart-
ments is more or less artificial, and therefore, if justifi-
able at all, justifiable only on account of some tempo-
rary stress or other circumstance foreign to the normal
order of society. Starting out from this principle, I
desire to show that at the present time tariff reform
depends upon monetary reform, and can never achieve
its end in any satisfactory degree without a radical
modification of the monetary conditions which now
prevail.

It is universally admitted that since 1873 there has
been an extraordinary appreciation of gold, or, what is
the same thing, an extraordinary fall in general prices;
but no one, so far as I am aware, has noticed what a
decided forensic advantage this gives high protection-
ists in their argument against tariff reformers. In the
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last presidential canvass anti-protectionists incessantly
inveighed against the McKinley Bill on the ground
that it had raised prices. ‘They were able to prove
that it had raised some prices, but that it had elevated
prices generally they could not prove. On the con-
trary, the figures gathered by the Senate Committee
'showed that after the McKinley Act went into effect
general prices slightly fell. This result was undoubt-
edly due in part to the inclusion of sugar in the Senate
statistics ; but the rise of general prices under the
McKinley Act, even aside from sugar, was insignifi-
cant. Because of this, many believed, and still believe,
that the whole outcry against the law sprang either
from error or from a purpose to deceive voters.

What the McKinley legislation did do, beyond all
question, was to enhance the intrinsic costs of things,
to increase the amount of exertion which our people in
general were having to put forth in order to procure a
given number of pounds, yards, bushels, etc., of the
various goods necessary to their subsistence. It did
not raise prices in general, but it did raise costs in
- general. ‘That few people saw this, was due to the
natural but very perverse habit of confusing prices
with costs, as if the two were either identical or always
varied in the same direction. The tendency of a pro-
tective tariff to elevate prices had in this case been
partially or wholly offset by the fall in prices involved
in the appreciation of gold.

Had there been no appreciation of gold, that is, no
downward movement in general prices, caused by
paucity of full money in our part of the world, the
consequence of the McKinley law would have been a
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considerable rise of prices. The nature of that legisla-
tion would thus have been made so apparent that the
victory for reform in 1892 would have been overwhelm-
ing and final. The nation's verdict in the matter
would have been so decisive as to settle forever the
question what sort of a tariff policy the United States
should pursue. As it is, this cannot be said to have
been the case. If any expect the lowering of our cus-
toms duties to be from this time an easy and certain
thing, they are, in my judgment, much mistaken. The
cause still has great obstacles to overcome, in which all
possible help will be needed. It is extremely desirable
that the fall of prices which obscures, and, unless
stopped, will go on obscuring the inevitable effect of
high tariffs, should be obviated if possible.

It is necessary to insist with extreme emphasis upon
this difference between prices and costs. Pardon me,
therefore, for dwelling a few moments longer over the
dense and painful misunderstanding upon this point
which afflicts many perfectly intelligent people. The
statement is continually made that falling prices are
advantageous, just what one ought to wish, as the
signs of advancing wealth, comfort, and civilization.
The proposition needs amendment. What is desirable
is that the costs of commodities should decrease, but
it is not necessary that this decrease should be accom-
panied by a fall in prices. It may even be accom-
panied by a rise in prices, as was the case after 1848.

All are glad, certainly, to have the costs of things
become less and less. This process has been going on
since 1873. Had this alone occurred, no one would
complain. There are two proofs that thisis not all
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which has been doing. One is that intrinsic costs were
falling between 1848 and 1873—falling as rapidly as
since 1873. But prices then were rising rather than
falling and it was a period of extraordinary prosperity
everywhere. Another evidence that the fall in the
intrinsic costs of things since 1873 has had a baneful
accompaniment of some sort is as follows: Falling
costs imply prosperity. The signs of a régéime of fall-
ing costs are high interest and dividends, good wages
and profits, happy merchants, manufacturers, bankers,
and workmen; few failures, few strikes and lockouts,
rapidly multiplying industrial undertakings, and rapidly
increasing wealth. This is not a picture of the world’s
economic life for the last twenty years. Costs have
fallen, doubtless, but the fall in prices has not consisted
solely or mainly in reduced costs.

Just so, an advance in prices may mean an advance
in costs, as is often or usually the case when prices are
put up by a tariff ; or it may mean merely an increase
in the volume of money, without increase or even with
decrease in costs, as was the case after 1850. I have
nowhere seen these distinctions properly observed;
and because they are not observed, people of much
information talk very absurdly upon the subject. One
class hails with joy a rise of prices, whatever its cause ;
_ another laments it, whatever its cause. So, when
prices decline, many imagine that the decline must
mean a lessening of the effort necessary to get com-
modities, and they utter hallelujahs accordingly.

It is quite conceivable that costs should go one way
and prices another, that costs in general should fall, so
that .the community needs less effort year by year to
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get a certain amount of satisfactions, and yet gives for
those satisfactions a greater number of the units of
money year by year. This is what was taking place
after 1850. The reverse may also occur; that is, costs
may increase or may remain stationary, and yet prices
decrease. The McKinley tariff added to the costs of
all or most things which it affected, but an unhappy
appreciation of gold, to a great extent prevented this
increase of cost—this addition to the effort necessary
to obtain things—from. taking effect in the form of
higher prices. . This obscuration of fact, I repeat, gave
in the canvass, and continues to give, to the high
tariff party a prodigious advantage in argument.
There is no doubt that, in the election,! it secured for
high tariff multitudes of votes. It keeps in favor
thereof numbers of men who, but for it, would prefer
reform, and it will continue to have this effect so long
as the source of the error lasts. The condition pro-
ducing the mistake ought to be cancelled by arresting
the appreciation of gold through an increase in the
volume of full or exportable money.

With this support which the appreciation of gold
gives the protectionist as a debater, is closely con-
nected the impulse toward protection with which it
plies him if, as ‘is usual, he is also a producer. The
first of these considerations relates to logic, appeal-
ing to the mind; the second is economic, addressing
itself to the pocket. Producers as such always like to
see prices rise; and up to the figure where the in-
crease begins to limit sales so as to lower total profit,
they are sure to use their influence in favor of an

1 Of 1892.
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advancing market. . When prices threaten or begin to
fall, producers redouble their efforts as bulls. At such
a time stock depreciates upon manufacturers’ hands.
Spontaneously struggling to avert this, they welcome
any resource that bids fair to aid. Unable to com-
pass their ends in other ways, they are moved to
agitate for protection, which often, when it does not
out and out elevate or stay the prices of goods, pre-
vents them from falling as low as they would fall
otherwise. If, as has almost always been the case
in our country, manufacturers are foremost in framing
the nation’s fiscal policy, this is pretty sure to be pro-
tective, but it will be doubly so if they change it while
prices are sinking.

That the consideration here touched has been most
potent in the revived protectionist agitation which has
swept over the world since the time when prices
began to fall, hardly admits of doubt! Since 1891,
even New South Wales succumbs to this drift. The
two phenomena are connected not alone in point of
time, but logically, just as those of low duties and
progress toward free trade after 1845 are connected
with the rise of prices during the same period. As to
times more recent, I have no hesitation in saying that
had prices since the war been stationary or only slowly
advancing, the rise in tariff rates so much bewailed
would not only have been impossible, but would never
have been thought of ; and the painful effort which
we are now making to rationalize our fiscal system

1 The rise of trusts and other combinations of capital is due to the
same cause. In times of falling prices, production is extra hazardous,
and such as engage in it feel the need of some special shelter, defence,
or insurance.
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would have been unnecessary. Unless something can
be done to remedy the world’s monetary disorders,
the manufacturing classes will continue as in recent
years to be arrayed in almost solid phalanx against
tariff reform, whereas, if the fall of prices could be
checked, one principal motive now prompting them to
such an attitude would happily fall away. This
motive, now, has a ccrtain justification, which even
free traders must admit.

A special incentive just now operative in the
United States spurs protectionists here to try and
maintain high customs duties. It is the fact that we
must retain our gold. In the East, nearly all our
citizens admit this necessity, whatever their views
regarding the tariff. As is well known, we produce
several commodities which Europe must have, while
few of our wants are of such a nature that we cannot,
by sufficient expense, provide for them at home. By
thwarting somewhat the disposition of people in
Europe to settle with us in commodities, we ¢ompel
them to send us more gold than they otherwise would.
If the pressure for gold now so rife in all European
countries could be removed, then this particular
American ground for favoring protection would also
be removed, and reform would be indefinitely easier in
consequence. ' Otherwise the fight for gold cannot but
plague us badly in settling a new tariff. Provided we
are going to keep our gold, we cannot permit Europe
too easily to liquidate in goods the debts she incurs
on our side the ocean. The present Congress encoun-
tered this difficulty in its very first debate on the
tariff, and will have to reckon with it at every step.
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Should the Wilson bill hecome law, and immense new
importations under it send all our gold to Europe,
many who have voted for it would curse the day when
they did so.

Tariff reform proposes to do much for the American
farmer, and it will do much, but its benign effect in
this way must be painfully restricted unless silver can
be brought back to or toward its old-time value-rela-
tion with gold. Many wonder at Great Britain's
obstinacy in refusing to do aught that might help on
the rehabilitation of silver. The opposition of the
creditor interest is commonly considered the cause of
this. It is one cause, but there is another quite as
strong—the determination of the entire non-agri-
cultural population of Great Britain to maintain the
present low price of wheat. This having resulted
from the appreciation of gold, Lord Rosebery and his
followers see that, were silver to be reinstated, wheat
prices would considerably advance.

The appreciation of gold depresses the price of
wheat in London by powerfully stimulating the im-
portation of wheat from India. Let us recur to the
days when gold was only fifteen and a half times as
precious as silver. Suppose that then four shillings in
gold, two rupees in silver, and a bushel of wheat were
equal in value each to each. . A Mark Lane dealer
sends to India two rupees’ worth of silver for a
bushel of wheat, getting his rupees by paying four
shillings’ worth of gold. Now change the supposi-
tion: Gold appreciates, so that the two rupees will
buy only three shillings instead of four, as previously.
That is, silver has fallen in relation to gold 25 per
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cent., and gold has risen in relation to ‘silver 3334 per
cent. Wheat, too, has fallen in relation to gold, but
not so much as silver, so that, say, a bushel will ex-
change for three and a half shillings gold. Observe,
now, how the appreciation of gold blesses our Mark
Lane wheatmonger. The rupee or silver price of
wheat in India has not changed. His two rupees will,
as before, set a bushel of wheat going from Calcutta
to London. He now, however, gets his rupees for
three shillings gold, while his wheat brings him three
and a half shillings gold. That is, he makes sixpence
gold on every bushel. To aid simplicity I have made
these figures gross and general and have taken no
account of freight or exchange. But, though more or
less inexact in detail, the supposition perfectly illus-
trates the effect which the dislocation of the old value-
relation between the precious metals has had in filling
London with Indian wheat. The profit, of course,
does not continue so high as indicated, but is lowered
by competition. This lowering comes about by a fall
in the gold' price of wheat in England, which not only
more and more cuts down the London market for
American wheat, but depresses the price of wheat to
the remotest farm in the United States.

The correctness of the theory just stated is some-
times challenged on the ground that if it were correct
the silver price of wheat would, through stimulation of
the demand, have risen in India, which has not been
the case. This apparent anomaly is easily explained.
There has no doubt been a tendency to such rise, but
it has been balanced by the counter-tendency toward
cheapness put in exercise by the immense multiplica-
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tion in India, during recent years, of railways and
other facilities for easy transportation. In this round.
about yet inevitable way, both the American market
for wheat and the American price thereof are kept
down by the appreciation of gold. A similar analysis
could be given in relation to cotton, only here the
British pressure in favor of low prices through dear
gold is offset somewhat by the difficulty which dear
gold gives the cotton people themselves in preserving
their market abroad. Of this I shall say more pres-
ently. Meantime, it seems to me absolutely certain
that the production of the two great staples mentioned
can never be duly profitable in America till the gold
price of silver is much raised ; that is, the appreciation
of gold checked.

Tariff reform sees still another powerful reason why
silver ought to be brought back to a certain regular
parity with gold. It is a reason of which we in America
have thought little, but we cannot permanently ignore it.
Lrefer to the lack of a fixed par, a mint par, between
the gold-using and the silver-using portions of the
world. The distress which the absence of such a par
has produced in England is among the chief causes for
the great increase of sentiment. there favorable to
bimetallism. It is found that trade between England
and India has come to be little more than a game of
chance. All the people engaged in it or acquainted
with it. pronounce its condition intolerable. We
Americans have been accustomed to think of this evil
as having little importance for us, but we are certainly
inerror. All parties are agreed that it is already desir-
able and must soon be indispensable’ to increase our



Tariff Reform and Monetary Reform. 101

foreign trade. Some would promote this by subsidies
upon steamship lines between our own and foreign
countries. Others prefer the method of reducing
duties. But no intelligent American will deny that in
some way or other the exports from the United States
of America must immensely increase if the prosperity
of our country is to go on. A very great part of the
new exports must go to the lands which have silver as
the basis of their currency, as China, Mexico, Central
and South America. We ought to be the principal
purveyors of manufactured goods to all these regions.
No other great manufacturing nation is so near them.
Far too long have we been sluggish touching this
important interest. Even the last election has hardly -
awakened us. When the matter is studied as it
deserves to be, our people will not rest until they
begin to utilize this gigantic possibility. Now the
friction in exchange between the gold-using and the
silver-using ‘populations of mankind is about the worst
conceivable barrier to the execution of this splendid
scheme. It may seem a strong statement, yet I am of
the opinion, after much reflection, that the demoneti-
zation of silver in 1873, annihilating all money par
between rich and populous sections of humanity,
sections which more than any others ought to be trad-
ing freely together because their natural products are
so diverse, is doing more to repress commerce than all
the tariffs in existence. This is why the exports from
Great Britain to the East have for many years been
either falling off or increasing at a snail’s pace in com-
parison with the progress they ought to have made.
Excepting a few writers for the London press, I do
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not believe that an intelligent Englishman can be
found who will not trace this loss to the crazy condi-
tion of exchange. '

The same evil affects Mexico as well. At the Mon.-
etary Conference the Mexican delegates submitted a
paper which gave impressive testimony to this fact.
Among other documents which they laid before the
Conference was a table illustrating the frequency and
sweep of the variations in Mexican exchange upon
London for the years 1889 and 18go. That table we
have already presented, on page 65, but attentxon is
again directed to it here.

Similar variations in exchange rates between the
gold and silver portions of the globe are of course
taking place at all points. Yet those are precisely the
exchanges which are most important for the advance
of human weal and civilization. The last fall in the
gold price of silver has greatly aggravated this evil.

This obstruction of international exchange operates
exactly like a high protective tariff, forcing nations to
use at home what they could more profitably export,
and produce at home what they could more profitably
import. Capital and labor are thus driven into need-
lessly unremunerative channels, and the average wel-
fare of men kept down. It was recently stated in
Parliament that ¢eighteen cotton mills are at this
_ moment being erected in Bombay and two in Eng-
land.”  During the year between July 1, 1890, and
June 1, 1891, nine factories were building in India,
One hundred and twenty-five in all were then in oper-
ation there, with 24,531 looms and 3,351,694 spindles.
There were then 110,000 Indian laborers engaged in
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this industry, and they used 40 per cent. of the about
3,000,000 bales of cotton produced in India.
Within ten years the number of hands has multiplied
threefold, and the amount of cotton wrought by them
more than fourfold. It is true that the import of
woollen yarn into India from England still keeps up,
but it does little more than this, and is mainly confined
to the finer lines. Even if the establishment of this
Indian manufacture involved no loss to England so far
as her trade to India ‘itself is concerned, which, of
course, it does, she suffers vast loss in China, whither
most of the Indian yarn is exported. In 1888-'8g India
sent to China 101 million pounds of cotton yarn,
having a value of $1,435,875. In three years the
amount of yarn increased 50 per cent., and the value
nearly the same. In the year 1890 the value of Indian
commerce with Europe was $441,000,000, with an ex-
port surplus of $31,065,000. With the other countries
of the world, India’s total commerce was $187,338,750,
with an export surplus of $81,783,750. Thus, while
the centre of gravity of India’s foreign commetce is in
Europe, the centre of gravity of her surplus export is
elsewhere. The surplus is particularly great with
Ceylon, Japan and China. What is more surprising
than these figures is that, spite of the heavy wheat trade
just referred to, India’s balance for 18go with England
taken alone is even passive, very passive, as she im-
ports from England $188,591,250, and exports thither
only $146,703,750, whereas from the rest of Europe,
outside of Turkey, she imports but $16,376,250, while
exporting thither $89,298,750, leaving a net export
of §$72,022,500. Her net exports to the silver-using
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lands are singularly striking: $6,307,500 to Ceylon,
$4,473,750 to Japan ; $43,072,500 to China.!

The jute industry, too, has of late years had enor-
mous development in India. At the close of 1890,
160,275 spindles and 7,064 looms were devoted to this
industry in that country, employing 70,000 laborers.
Five hundred new looms are said to have been set up
in 1891. Steam flouring mills have also been erected
of late in" Bombay. India would probably in any
event become in time one of the great manufacturing
centres of the globe, but it would, for the present, be
to her advantage, could she trade freely with England,
to purchase thence most of her manufactures. She
would perhaps profit by the arrangement as much as
would England herself.

India’s active commodity balance, or, as we say,
favorable balance of trade, is paid for mostly in silver,
though that enormous country, which contains almost
one-fifth of the world’s population, trained through
centuries to think of law and government as uncertain,
and being, therefore, not in condition to utilize credit,
absorbs enormous amounts of gold also. In 18go,
461* lacs of rupees in gold came into the country, but
only two lacs went to the mint. . The entire remainder
the people hoarded or made into trinkets. Even the
imports of the precious metals do not fully equate the
surplus of commodity imports, the remainder being
made up in London council bills.

Another movement dear to tariff reformers which is

1 These amounts in dollars are arrived at by reckoning rupees at 373
cents. '
2 A lac=10,000.
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mightily hindered by the rise in gold is the flow of free
capital from rich countries to poor. That international
commerce may be as beneficial as possible it is neces-
sary that the most abundant resources from every,
quarter should be at the disposal of those in any coun-
try who are endeavoring to build up the industries in
prosecuting which that country has special advantages.
Incalculable is the aid which human progress has re-
ceived from investments made by countries of abound-
ing capital in less fortunate portions of the world.
Such blessing takes effect at both poles of the transac-
tion. 1f well placed, the loans pay richly those
offering them, at the same time that the borrower coun-
tries receive a great boon. This is but the beginning.
Wealth and production being stimulated both in the
land that makes and in that which takes the loan, each
becomes a better customer for the other, furthering its
prosperity still more, and so on, in ceaseless round.
Now, the destruction of a par in exchange between
two countries with different basal moneys clogs the
play of this benign principle, making interest inordi-
nately high in silver lands and desperately low in gold
lands, each side being impoverished for lack of a ser-
vice which the other would gladly render could it do
so with financial safety. The would-be borrower, in
Benares or Delhi, hesitates to promise any rate per-
cent. in gold, as he cannot tell for a month, or even a
day, beforehand what such rate will soon mean in
silver, wherein every item of his income is told. The'

‘would-be lender, in London, Berlin, or Paris, disin-

clines to let his capital go for any rate per cent. what-
ever expressed in silver, since, were he to do so,
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however high the figure might be, it might, when inter-
est day came, mean in gold anything from 20 per cent.
down to zero. It is clear that no bridge of normal
and regular credit can be made to span a commercial
chasm of this nature. No loans will be effected under
such circumstances, till interest is so low on the gold
side and so high on the other that both parties grow
very rash. In other words, borrowing and lending amid
difficulties so grave is no longer business but gambling.

In Mexico, as well as in India, the appreciation of
gold, wrecking the old parity between gold and silver
and turning foreign exchange into witchcraft, has had
the same effect, of immensely stimulating domestic
manufactures. The Mexican delegates at the Brus-
sels Conference of 1892, made upon this point a state-
ment which I beg leave to reproduce:

« If silver remains in Mexico in larger quantities than hitherto,
productive employment for it must, perforce, be found. Agricul-
ture will certainly be developed, but, considering the special cir-
cumstances of the country, we think that industrial undertakings
will be preferred. The production of our own manufactures will
cause a proportional diminution in the consumption of many Euro-
pean manufactures, and will in time end by completely supersed-
ing some of them. This consequence of the increase in the cur-
rency in Mexico is already beginning to be realized. For a long
time we have had, if not many, yet for the most part very impor-
tant manufactures of cotton and woollen fabrics, of paper, etc.,
and their number has been increasing the last few years. Re-
cently, in October,! a manufactory of cotton fabrics of all sorts was
opened at Rio Blanco, near Orizava, on the Mexico and Vera
Cruz Railway, the importance and the probable producing power
of which may be estimated by its having cost already about 5,000,-
000 piastres [about $5,000,000 in silver]. Besides this noteworthy

1 1892.
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example, we often find in the newspapers accounts of the estab-
lishment of new manufactories of various kinds, also of metal
foundries, some of them on a large scale, like those erected two
years since at Monterey and San Luis de Potosi, to utilize our lead
ores, which had been exiled from the United States by a nearly
prohibitive import duty. Manufactories of soap, of Portland ce-
ment, and of many other articles have been introduced.”

It is at this point that the far-sighted and patriotic
among the advocates of free silver find their inspira-
tion. Aware of the absolute necessity resting upon
this country to extend its foreign markets, they would
take advantage of England’s folly in continuing under
gold monometallism and would place the United States
at the head of the silver-using group of nations, to do
for them their manufacturing. “ Let us break off com-
mercial relations with Europe,” they say, “if only we
can establish such relations with that vast part of the
world where manufacturing is either non-existent or
inchoate, and must grow, if at all, with difficulty; and
let us create for those teeming millions all their manu-
factured articles, taking in return those things which
they can produce so much more easily than we.”
When men point out the prosperity that might come
to our country through the introduction of such a
scheme, to ridicule them betrays no intelligence.
Their thought in itself is magnificent. In declaring
that there is an opportunity by the means suggested to
‘“dish ” England in the markets of the world, they are
quite right. If this could be accomplished without in-
volving us in other difficulties, it would be the finest
commercial coup d dtat ever effected since trade began.
So much reason attends the notion that it seems to
me sheer madness to oppose to it a policy like Eng-
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land’s present one of stubbornly adhering to gold mon-
ometallism. '
With that of the ultra-silver men falls in excellently
the idea of reciprocity put forward by the late Mr.
Blaine. This is very popular with those brought up
to believe in protection, who yet ,see how badly pro-
tection handicaps usin certain directions. Were every
custom-house in the land levelled and every customs
- officer dismissed, silver monometallism, or free silver,
would still preserve protection between us and Europe,
just as gold monometallism now has exactly the effect
of protection between us and the silver-using world.
No consistent tariff reformer can wish either of these
policies to prevail. The only tariff reform that will go
to the root of things, carrying out the proper theory of
international commerce, must involve bimetallism, thus
making the world, for trade purposes, into one un-
broken total. A protectionist is naturally a mono-
metallist : a silver monometallist if he wishes trade
defences- against Europe, a gold monometallist if he
wishes commercial shelter against the rest of the world.
But how a thinker who sees through and is inspired by
the thought of world-commerce and the uplift of civ-
ilization inevitably consequent thereupon, can desire
either of these monometallisms to exist passes my wit.
. The suggestion just thrown out seems to.me to in-
dicate the proper method whereby to bring the two
great monetary factions of our country into working
harmony. Without some sort of a compromise in the
matter, we shall be for an indefinite time to come at a
hopeless deadlock over our treatment of silver. The
ultra-gold party can never carry the day. Neither can
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the ultrasilver party. Though either may win a ma-
jority for a time, too much life will be found on the
other side to allow permanent victory. Let those who
oppose free silver take more pains to show that they

. are not averse to a monetary system involving silver as
full money, provided it can be so ordered as to make
the basis of our trade, external and internal, perfectly
solid. International bimetallism will certainly do this.
We are not the vassals of the small class who live upon
the interest of loaned money but produce nothing.
.Let influential men in the East more earnestly cham-
pion the ciuse of bimetallism, instead of continually
casting umbrage upon it, thus showing aid and comfort
to the party in England which is striving to maintain
and increase the appreciation of gold. At best, doubt-
less, the more rabid free silver men will be intractable,
but the course I recommend would break that party.
Those determined not to Mexicanize the United
States in respect to money would receive from the
silver ranks allies enough to establish a strong and
permanent hard-money majority in Congress. Let
this country take an attitude against the free coinage
of silver by the United States alone, but in favor of
its free coinage in case all the great nations will join
therein, and the bimetallists in the British Parliament
will soon win the day there. The polic;r of all Europe
will then become bimetallic, and monetary peace and
prosperity be assured to the world for at least the next
‘hundred years.



VI

THE FUTURE OF SILVER PRO-
DUCTION.

ONE most serious result of the Sherman Silver
Purchase law was the abnormal stimulation of silver
production. This has given people not acquainted
with the facts an altogether mistaken notion touching
the probable yield of silver mines fot the coming years.
Under the spur of the Sherman law the price of silverat
one time reached $1.19 per ounce. Silver miners then
expected it to go as high as $1.29, nor did this hope
fade until the end of June, 1893, when the free coinage
of silver was suspended in India. There was at the
same time a lurking fear that the rise might be suc-
ceeded by another fall. In consequence, all sorts of
mines have been worked, the poorest with the best.
Waste “dumps” and low grade “ dumps” have been
diligently picked over or sorted to glean the bits of
“ pay " contained, and a large amount of silver placed
on the market at a downright loss. It follows that the
output for the last three years is no guide whatever in
forming an opinion of how much silver we may expect,
if mining is resumed, to see taken out in future. In
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no likely case, probably not even should silver be
coined freely at 16 to 1 by the United States alone,
¢an our silver mines put out for the next fifteen years
so large an annual product as since the Sherman law
went into effect. .

No new transportation facilities will be created in
the silver mining regions for a long time to come. The
extraordinary silver output since 1873 is due, more
than to any other one thing, to the construction of
the great Rocky Mountain lines, the Santa Fé¢, the
Union Pacific, the Denver & Rio Grande, the Colorado
Midland and their various branches. While the profits
of mining did not enter appreciably into the motive
for building our transcontinental railways, yet when
they were once in existence it was easy to thrust out
branches from them into any particular locality where
% pay mineral ’ was found. Our present abundance of
silver is thus an incident of that American enterprise
which could not rest till the two shores of our mighty
Continent were tied together.

The railways tributary to the silver industry are now
trembling for theig existence. Most of them are al-
ready in receivers’ hands, and the rest may soon be.
Whether such misfortune impends or not,.they cannot
in the near future be in any condition to undertake
new construction. Indeed, they have not been for
months past. Neither for love nor for money has it
been possible lately to get one of them to extend its
mileage in the interest of any mining district.

After it was known that the Creede ores were very
rich, the Denver & Rio Grande Railway, already run-
ning within about fifteen miles of the place, absolutely
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refused to extend its rails thither, and private capital
had to make the connection and agree to take pay in
freight. This little railway brought the Denver & Rio
Grande $1,100,000 in freight alone in 1892, a very im-
portant part of that road’s total earnings. If there
has been such hesitation in the recent past, what hope
is there of new roads now?

What may be called the * topographical conditions ”
of mining are becoming more adverse., The prospect
of discovering new silver “camps” in the United
States is exceedingly slight. Where silver occurs at
all, it usually characterizes a district some miles in ex-
tent, over which it gives notice of its presence by many
an “outcrop” or piece of “float,” the meaning of
which no trained eye can mistake. Most of the silver
areas which have been specially productive of late were
known long before they were worked, and there is
probably not a square acre of accessible territory in the
Rocky Mountains which has not been searched with
all possible care for “floats.”” ‘ Prospectors’” holes
dot the mountains everywhere, and upon each forma-
tion that can possibly be thought argentiferous are the
marks of gun-powder. Not an indication of the pres-
ence of “mineral” but has been explored. If new
camps should be discovered, they will certainly be so
remote as to make the cost of development to equal or
exceed the reward. The production of the future
must come mainly from mines or districts now known.
But not only are many of these, and those among the
richest, like the Comstock Lode, worked out ; but the
ones still productive, such as the Mollie Gibson, the
Smuggler, and the Aspen, at Aspen, Col., and the mines
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of Leadville, must henceforth be worked at a rapidly
increasing cost owing to increasing water and depth.

Ore that runs less than 40 ounces per ton is usually
classed as “ low grade.” “ Good ore” runs from 40 to
100 ounces. All ores running over 100 ounces are
“ high grade ores.” All but universally, silver ores
grow poorer as the mines grow deeper. To this rule
the exceptions are rare and marked. Even when the
deeper ores show no important falling off in silver
value, they are apt to prove more and more refractory
until at last they do not pay for smelting. This has
been the case at the famous Broken Hills mine, in
Australia. After having for some time yielded over
12,000,000 ounces of silver a year, much of its mineral
became so associated with zinc and other sulphides
that it could not be smelted at a profit. At greater
depth the ores of the “A.Y. and Minnie” mine at
Leadville, Col., showed the same refractory character
as those of Broken Hills. Three years ago it was one
of the most productive silver properties in the country,
yet before the crisis of 1893, it had been abandoned on
account of the zinc and other sulphides with which
the ores had become associated at depth.

The smelting even of good ores is becoming more
and more costly, and the advance in cost appears cer-
tain to continue. This is an important point, which
not only ordinary people but even practiced metallur-
gists might easily overlook through ignorance of the
peculiar conditions developing in our mines.

For the smelting of silver ores, iron, lime, lead and
silica must be present, in definite proportions, in order
to produce the liquid slag necessary to the separation
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of the metals from the non-metallic minerals. It matters
not how rich an ore may be in silver together with one
or two of the slag-forming constituents named, it cannot
be smelted unless the others are supplied.

Silver ores from one mine or group of mines ex-
tremely rarely, and never for any considerable period,
contain all the necessary smelting constituents in
proper proportion. . Some ores have lead enough but
no lime, or too much; qthers have lead and lime
enough but no iron, or an excess of silica; and so on.
It is for these metallurgical reasons that smelting
works are most advantageously located at railway
centres, to which ores of the varied chemical character
necessary to economical smelting ¢ mixtures” may be
drawn. The West is full of monuments to the folly of
attempts at local smelting, in the shape of abandoned
plants, that owe failure to the expensive reduction of
ores far from “self-smelting,” for which they have had
to transport, handle and smelt barren fluxes. In this
connection it is ‘again apparent how important a part
transportation charges play in the cost of silver.

The smelting element most commonly lacking now
in silver ores—a lack already serious and rapidly in-
creasing—is lead. There is plenty of lead in the
country, but its weight adds immensely to its cost so
soon as it has to be transported. It is in such demand
that at any of the smelting works lead ores so poor in
silver as otherwise to be useless find ready sale on
account of their lead, which they contain in surplus
of that necessary to smelt them, and for the reason
that they therefore furnish lead for other “dry” ores
in the mixture.
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Some writers fall into the error of callingsilver a by-
product of lead. Inthese particular ores the lead is
more valuable than the silver, but it is valuable solely
for the sake of silver after all, and would not be missed
on its own account. Ores rich in lead are often
‘“treated ” without cost, or at much less than the
usual cost, for the sake of the lead contained. The
same is true, but more rarely, of lime and iron or sili-
cious ores, according to the district.

In view of this growing scarcity of lead, other
methods of smelting than that of the shaft-furnace
are in use, such as the modified Swansea cupola proc-
ess used at Argo, Colorado, in the Bostori and Col-
orado works. In this process the smelting of silver
ores is accomplished without the presence of lead, but
I cannot learn that this method of treatment is any
cheaper than the old, except for certain “ dry " silicious
ores, or that it promises to become any cheaper than
it now is. “Improvements in processes of (silver)
extraction will of course be made, but so large a pro-
portion of the cost of extracting silver now consists in
the expense of mining and handling the ore, bullion
and waste products, that no probable improvement in
metallurgical processes will greatly diminish the cost
of products.” Such is the able opinion of Geo. F.
Becker, United States Geologist, in United States
Consular Report No. 87, December, 1887, referred to
more fully below.

There are causes not connected with the scarcity of
lead or with the increasing refractoriness of ores which
are certain to increase the cost of smelting in the future.
Like silver mining at all the poorer mines, silver smelt-
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ing, too, has for years been carried on at a loss. This
is the universal testimony of the smelters, and I believe
it to be true. At Leadville not a smelter has paid a
dividend for the last six years (1893). At this point
one of the largest works is to be closed permanently.
In the hope of establishing a profitable industry its
owners have been obtaining Eastern capital wherewith
to extend plant and business, smelting at a cost so low
as greatly to embarrass their neighbors. These works
are now idle and their creditors refuse further aid. A
portion of one of the Pueblo smelting plants which was
burned July 5, 1893, will not be rebuilt. This estab-
lishment, too, thanks to Boston capital, did business
below cost, to the embarrassment of competitors who
could not borrow so easily. This loose business must
now cease, if for no other reason than that the banks
and capitalists will no longer furnish funds to be squan-
dered. _

When the Leadville mines were first opened it cost
$20 and upwards to smelt silver ores of a character
which now, on account of their desirability as fluxes,
are treated for nothing. At Aspen, at the outset, it
cost, for transportation and treatment, from $35 to $40
per ton of ore, where the price has lately been $8 to
$12 a ton for similar ore. A considerable proportion
of this cheapening is accounted for in the too low
charge for smelting. To make this process (shaft
furnace) profitable smelters will have to charge an
average smelting rate of not less than $10 per ton.
The very best equipped works can, of course, make
something at less than this. The Omaha & Grant
Smelter, at Denver, with its stack 350 feet high and
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three miles of immense flues, is arranging to precipitate
and save each year the $300,000 worth of silver be-
lieved to have been ‘ going up in smoke.” This com-
pany has works at Omaha also. At Denver they
smelt only. At Omaha their main work is refining
gold and silver, a very different process. In 1893 they
" refined about one-third of all the silver refined in the
United States. But these best works cannot do all
the smelting. Poorer ones must be employed, so that
the marginal cost of smelting, which will, of course, fix
the figure for smelting in the cost of silver to the
public, will for a long time not fall much below $10
per ton of ore. Should the less perfectly equipped
smelters ever be crowded out of the business, it would
be by a monopoly, which would in all probability put
the price higher yet. However looked at, the import-
ant element of smelting charge in the cost of silver is
certain to increase rather than decrease.

Another large item in the cost of silver, one which
a “tenderfoot " would be quite sure to overlook; is the
cost of timber indispensable for keeping open shafts
and drifts as the work of mining proceeds. Fully half
the length of workings in every instance, and often a
greater proportion, has to be timbered, and where
phorphyry is encountered, which swells so soon as
opened to the air, timbers need to be at least twelve
inches square. The Mollie Gibson, at Aspen, a relatively
new mine, contains over three miles of subterranean
drifts, shafts and levels, for the support of which tim-
ber in vast quantities is required. The Aspen mine,
also at Aspen, maintains continually a stock of timber
of $15,000 in value.
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If there can be any question as to an advance in
future in any factor of silver cost mentioned hitherto,
none is possible here. The whole country in the
vicinity of the mines has been stripped bare of trees.
Looking in every direction from Leadville one sees
hardly a tree six inches in diameter. All sorts of de-
vices are in use for getting lumber down the mountains
and sawmills up. To most of the mines timbers can
of course be brought by rail,and this is already done
on a large scale ; but the freight bill is heavy and must
increase with the increasing length of haul.

For several years hardly a silver mine in the country,

rich or poor, has been operated in a healthy manner.

Mines have been * skinned,” as it is called, worked for
all they could be made to yield for the month or year,
instead of being * developed,” as would have been done
but for the fear that silver might fall. This has enor-
mously and very abnormally swollen the product. I
venture to say that half or more of the mines recently
in work have thus been made to yield more per year
than they can by any possibility ever yield again.
Such squeezing has been resorted to not alone in antici-
pation of a fall, but also, very largely,to “bull ” min-
ing stocks. Under such pressure not only has the real
production of mines often been prodigious, but the
reputed production, whether gross or per ton of ore,
has been fabulous in the extreme. It is remarkable
that the Eastern public, familiar with such devices,
should not have seen through these reports. Appar-
ently it has not. Every story of investment agents or
journals touching the richness of silver ores or the
output of mines, however obviously intended to entrap
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the unwary, has been taken as hard fact. Our chief
dailies. sedulously publish such reports, often with
editorial comments, thus doing not a little to enhance
their baneful influence.

Among the very mines overwrought in this way
many have been kept open at a loss, the proprietors
having toiled on, hoping to make their loss a little less
than total. Such efforts, now hopeless, have ceased ;
while many mines, closed but not yet dead, will, when
started, be operated less profitably than heretofore.

To shut down work means much more to a mine
than to a factory. So simple a matter is it for a manu-
facturing corporation to resume work, that in slack
times the opportunity to close down is often hailed as
a positive blessing. Not so with a mine. Ifa “wet”
property it must be incessantly pumped, day and night,
at great cost, or permitted to fill with water, involving
a cost vastly greater still when work is resumed. In
any case machinery deteriorates, timbers rot, workings
cave in, shafts squeeze out of line, and the neighboring
“honest miner” generally packs off such property as
may be portable.

The power used in mining cannot but advance in
cost. I am told that the manufacturers have been
furnishing nitro-glycerine powders at less than cost to
help prevent the closure of the mines, dreaded as cer-
tain to deprive them of an extensive market. This will
no longer be done. Power for drilling will be dearer
rather than cheaper. Compressed air is the chief agent
employed for this work, and the cost of it increases
with the depth attained in the mine. There isat pres-
ent no prospect that electricity will cheapen this item.
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No practical electric drill has yet been invented. There
is an electric pump which proves very successful for
lifting water from stations, but electricity does not as
yet bid fair torival steam in portable sinking pumps,
which must be employed in sinking shafts. - However,
it does not pay to use electricity even for lifting. It
would be unprofitable to introduce electricity for any
mining process unless it were available for all, for it is
evident that the maintenance of different kinds of
power (steam, compressed air and electricity) for hoist-
ing, drilling and pumping would be entxrely 1mprac-
ticable.

Were gold likely to be produced in ample quantltles,
" a very moderate yearly output of silver might seem
inordinate ; but this is far from being the prospect.
The world’s annual output of gold, already too slight
to meet the multiplied demands upon it, may be mate-
rially reduced should the silver mines remain inactive,
and such result would be certain but for .the new
openings in South Africa. It has been thought that
one-third of the gold product of the United States
comes from silver mines and must be lost if they close.
This is probably an over-estimate for the entire country
though not far out of the way hitherto for the Rocky
Mountain area. Thirty-three per cent. of the gold pro-
duced in our country has lately come from California
alone. The Chinese are working some of the old
placers in this state, and hydraulic mining tends to be
more prosperous under recent legislation.

"As appears from the following table, made up from
an analysis of the ores handled by the Omaha & Grant
works at Denver, coming from quite various localities,
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very few prominent Colorado mines give forth gold
only or chiefly.

AVERAGE CONTENTS OF COLORADO ORES.

R Ozs. Ozs. Per ct.
Name of mine. Gold. Silver. Lead.
Boulder......... 4.22 22.3 .5
Clear Creek..... .86 70.6 13.2
Chaffee......... .58 11.3 155

* Conejos......... 4.03 196.1 ceee
Dolores......... 1.16 116.3 6.4
Eagle........... 48 300 .14
El Paso.......... 5.29 21.2
Gilpin.......... 1.I0 7.0 2.3
Gunnison. ....... By 66.2 21.2
Hinsdale........ 1.20 88.3 9.9
Lake............ JI1 42.8 1.9
Montezuma...... 2.69 54.1 11.2.
Ouray........... 1.35 81.2 9.5
Park............ .83 11.2 2.3
Pitkin........... .001 152.4 4.2
San Miguel...... 3.11 60.6 1.5
Summit.......... .30 19.2 17.5
San Juan........ 7.61 147.8 7.1

It requires both the gold and the silver contained in
the ores to make an ore of a profitable grade. Both
the precious metals are usually needed at full value, and
the lead and copper besides. As ores must pay pen-
alties in increased smelting charges for all undesirable
ingredients like zinc, sulphur, and silica in excess of
iron, the income from mining is often excessively
small even when conditions are at their best. It
seems safe to say that Colorado can permanently be
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counted upon for hardly more than half of her usual
gold output if silver mining continues dull as now.

To be sure, many miners hitherto engaged in
extracting silver are for the moment turning their
attention to gold. They have already produced goodly
sums, rendering the Colorado output for 1893 a phe-
nomenon. But I am assured that this denotes distress
rather than prosperity. People are overhauling old
placers and raising and shipping ores because they must
do this to live. Men toil long before abandoning
properties into which they have put their all. The fact
is that most of the placers are worked out. The
hydraulic mining of gold will long be fairly profitable,
but the results even of this, so far as concerns the
United States, will never be extraordinary.

Much has been loosely said about silver as a by-
product. As just seen, gold is not infrequently a
by-product of silver, but silver hardly ever, if ever, a
by-product of gold. There is a mine in Summit
County, Col., so rich in both gold and silver that it
would probably pay to work it for eitherif it produced
none of the other. One day in July, 1893, this mine
sent to the smelter 53,130 pounds of ‘ concentrates ”
—viz.: concentrated ore, each ton containing 18.2
ounces of silver, and 48 ounces, nearly $10 worth, of
gold, this proportion being not far from the usual one
in the ore from this mine. At present this would be
called a silver mine with gold as a by-product, but the
gold price of silver may so fall that it will be thought
of as a gold mine with silver for a by-product. This
comes neéarer than any other known to the writer to
being a case of silver as a by-product of gold. 1
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ignore as too insignificant to take into account the
trifle of silver alloy often found in native gold.

Among the copper mines the Anaconda alone yields
any silver of consequence. Its main profit is from
copper, and it will remain in work whatever occurs to
silver. There are, however, several mines near
Durango, Col., with ores of copper and silver, which
were obliged to close owing to the fall in silver, so
important a part of their “ pay” was the silver con-
tained.

Nor is any of our silver a by-product of lead, as has
been so often alleged. There is not a mine in the
United States where silver and lead are taken out
together which could be worked for the sake of the
lead alone. If their silver will not pay them such
mines are of no value whatever. Instead of silver
being ancillary in any way to the production of lead,
the relation, so far as our own country is concerned, is
precisely the reverse, lead being almost entirely
dependent on the working of silver mines. At this
writing, September 29, 1893, certain high-grade silver
mines are opening again, induced partly by the high
price, $10 and $12 per ton, attained by lead. The total
lead product of the United States in 1892 was 222,000
tons, of which 178,000 tons were extracted incident-
ally to the mining of silver; and if the silver mines
remain closed, our demand for lead cannot be supplied
at home, save at a cost which will render it more
profitable to import the metal, heavy as it is, from
South America and Spain. :

Of course, the question whether a further great out-
put of silver is in store does not turn upon silver pros-
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pects in the United States alone, because Mexico and
South America have mines destined to be very pro-
ductive. But there is no prospect that they can under
any circumstances much increase their quota at
any proximate time, and it is as good as certain
that they cannot do this in the next ten or fifteen
years. The great output of Mexico for the last few
years is explained in considerable part by the same
causes as our own, and, like our own, cannot continue.
The Mexicans still mine and smelt by antique meth-
ods, and have little of the energy or the capital neces-
sary to improve them. The difficulty of exchange
between Mexico and the richer nations, induced by
the demonetization of silver, renders it nearly impossi-
ble for her to borrow, and is at the same time turning
Mexican industry away from silver mining into many
new channels. - In respect to silver production Mexico
still stands nearly where we stood a quarter century
ago, with the important difference that she has no
means of securing the unlimited capital which has been
so readily, even recklessly, loaned to our West for the
development of mines and of approaches to them.

The following note, giving a rédsumé of the critical
views of prominent geologists and metallurgists in the -
United States as set forth in the United States Con-
sular Report No. 87, December, 1887, has much weight
in connection with this part of our discussion.

N. S. Shaler thinks that the output of both gold and silver
must henceforth gradually decrease, and that ‘ gold is more likely
to become an article of increased cost within the coming half
century than any other metal,” though we are ‘liable to many sud-

den increments in the production thereof.’
J. D. Hague is of the opinion that while gold may slightly
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increase in yearly supply, silver can hardly fail to go the other
way,

R. H. Richards concludes almost exactly with Shaler.

J. S. Newberry utters, as the result of his long experience, the
conviction that our production of both gold and silver has passed
its maximum, and that in future we cannot expect a yield of more
than perhaps one-half the greatest annual product of gold. Not
only America’s but ‘the.world's stock of gold will gradually
decline from the diminished supply, the increased consumption in
the arts, the abrasion of coin, etc.” The outlook, he thinks, is much
the same for silver.

G. F. Becker expresses the view, which interestingly comple-
ments the above, that the relation in ampount, by weight, between
the gold product and that of silver is likely not to vary much in the
future from the figures (29.1 of silver to 1 of gold) at which it
stood from 1493 to 1875; that is, we are as likely to find new
abundance of gold as of silver.

R. Pumpelly alone anticipates a considerable increase in the
precious metals, more in gold than in silver.

Not one of the authorities who speaks in the report fears any-
thing like ‘a “ deluge’ of silver, though R. W. Raymond believes
the silver product likely to increase.

In addition to the above I would draw attention to the opinion
expressed by R. H. Inglis Palgrave, in his memorandum, printed
as Appendix B to the Final Report of the (1886) British Commis-
sion on the Depression of Trade and Industry, that even now, in
spite of its wide demonetization, the employment of silver for
coinage purposes appears to exceed the net production.

It will be seen that the above opinions concur remarkably with
those of Suess in his well-known works, Die Zukunft des Goldes
and T/ke Future of Silver. '

The above has a close bearing upon a proposed solu-
tion of the silver question to which many are now turn-
ing. I mean free coinage at some ratio lower than
16 : 1. Despairing of international action for free coin-
age at 16:1, and thinking free coinage by us alone at
that ratio unsafe, not a few are considering the advisa-
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‘bility of United States free coinage at, say, 18:1 or
20:1. Upon the general, many-sided and difficult
question whether such a course would be wise, I do not
here enter, though I myself should strongly disapprove
it save as absolutely a last resort. But that a ratio of
20:1 would be safe in the sense that it would not
result in. the expulsion of our gold, I believe to be
certain.

The ratio of 20:1 values silver at $1.03 (exactly
$1.032) an ounce, a trifle under its average price for
the year, 1890 (exactly $1.04633 per ounce). For the
years 1891 and 1892, about twenty-four and a half
times as many kilograms of silver as of gold were taken
from the world’'s mines, and for 1893 only 20.25131
as many, the silver product having fallen off and
that of gold increased. Now, if the receipt of over
$1.03 per ounce for silver, 'with the promise of much
more held out by the early operation of the Sherman
law, and not relinquished until lately, has, under the
exceptionally favorable conditions of thsoe years,
called from the earth at most only twenty-four and a
half times as many grains of silver as have been pro-
duced of gold, such a price, understood to be perma-
nent and so without hope of increase, would, amid the
vastly less favorable circumstances now existing and
destined to exist, bring to light much less than twenty-
four and a half times the weight of silver which will
be produced of gold, probably not over twenty times.
I conclude that at the ratio 20:1 the production of
silver could not be expected to surpass that of gold.
In fact, it would, I believe, be much more likely to fall
below this, sending silver to a premium as before 1873.



VII.

THE MONETARY CONFERENCE
OF 1892.

A COMMITTEE of commerce representing the North
German states met in December, 1869, whose report
urged upon North Germany a unitary system of money
with a gold standard. In the following summer, just
before war with France broke out, delegates from those
states held at Berlin a convention in aid of the reform.
Sore as was the need of this, no beginning could be
made while war was on. Hardly, however, had peace
come and the empire been set up, when the imperial
law of December 4, 1871, ordained the monetary
régime now in force in Germany, which the law of
July 9, 1873, completed. By these acts Germany put
away her ridiculous old monetary chaos based on sil-
ver and established a system built upon gold.

In 1872, in order to stock up with gold, Germany be-
gan to sell her silver, whereupon the gold price of this
latter metal commenced that career of decline which
has continued ever since, and threatens to go still
further. In 1872 and 1873 Denmark, Sweden and

1 The unit of this is the Mark, containing §.5311 grains of pure gold,
or 6.1457 of standard gold, nine-tenths fine.
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Norway entered into a monetary union having a coin-
age system founded upon gold.! Holland went over
to gold monometallism by a law of June 6, 1875. The
United States began paying gold January 1, 1879, as
did Italy early in 1883. By the beginning of 1883, no
less than a billion dollars in gold, equal to the product
of the world’s gold mines for ten years, had been called
for by the countries named.

On December 18, 1873, fearing a disastrous influx of
the metal from Germany, Belgium suspended the free
coinage of silver, the other states of the Latin Union
following on January 31, 1874. Holland, too, this
same year, gave up coining silver for private account.
On December 21, 1876, Belgium wholly ceased striking
standard silver coins. Russia took the same course
also in 1876 ; France and Switzerland in 1877; Italy a
little later.

Nearly at the same time with these changes, demon-
etizing silver and requiring new gold, the flow of
silver to the East decreased, and the yield of the
American silver mines increased. Both phenomena
tended to depress the value of silver and to lower its
price in gold. Early in November, 1872, for the first
time since 1852, silver sold in London under sixty
pence per ounce. In 1871, silver prices for the year
being averaged, 15.58 grains of silver would buy a
grain of gold. In 1872 it took 15.63 grains of silver to
do this; in 1873, 15.92; in 1874, 16.17; in 1875, 16.

1 As their unit, they adopted the Krone, of such weight (vis. 6.226
grains) of fine gold, that a kilogram of this makes 124 twenty-Kronen
pieces.
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58; in 1876, 17.88; in 1878, 17.94: in 1879, 18.40.
After 1879 the appreciation of gold in terms of silver
was hardly sensible until 1885, when it required 19.41
grains of silver to buy one of gold. For 1889 the fig-
ure was 22.09. L

This changed value-relation between the metals, un-
heard of before in modern times whatever the relative
amounts of their production and consumption, led care-
ful minds to the view that the demonetization of silver
inust have been the chief cause of the disturbance. In

1878, as a part of the Bland Act, Congress made pro-

vision for securing, if possible, an international confer-
ence upon the question. This was called, and assem-
bled in Paris, August 10, 1878. Besides those from
the United States, delegates were sent by England,
Holland, Sweden, Norway, France, Belgium, Switzer-
land, Italy and Austria-Hungary. Léon Say was pres-
ident. After seven sessions the conference dissolved
on August 29, without ‘transactional” result. The
German Empire did not participate. The British del-
egates, while strongly favoring the continuance of
silver as full money elsewhere, declared that Great
Britain would not give up gold monometallism. The
representatives of Sweden, Belgium and Switzerland
avowed the same disposition on behalf of their respec-
tive governments.

The principal effects of this conference were that
public attention was called in an impressive way to the
evils which seemed to have sprung from the demone-
tization of silver, and that Germany presently, in 1879,
terminated her sales of silver, which have not been re-
newed.

]
|
|
‘
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In preparing for specie payments in 1878, the
United States drew immense sums of gold from
Europe, proving the advantage which America has in
a fight with Europe for this metal. On account of
our tariffs, Europe was unable to send us commodi-
ties for the entire volume of our exports, but had to
pay for these in great part by gold. The European
supply of this metal fell off considerably, and France
was the worst sufferer.! Accordingly when, in 1881,
preparations were making for a second conference,
France joined the United States in inviting the other
nations. The calls were issued in February: Ger-
many now gave up her attitude of reserve and accepted
the invitation. Eighteen states assembled to take
part in this conference, which opened at Paris on the
1gth of April, 1881. The sessions continued, with a
brief recess in May, into the month of July, but the
result was nearly as negative as before. Germany and
England still declined to change their coinage systems,
though delegates of both nations encouraged efforts to
continue the monetary character of silver. Germany
unreservedly favored its rehabilitation, regarded this
as attainable, and was even willing to help it on, partly
by postponing and partly by giving up altogéther her
sales of silver. Notice was given that under certain

1In 1876 France imported 600,0c0,000 francs in gold; in 1880 but
194,000,000. Meantime its gold export grew from 90,000,000 francs to
413,000,000, In 1876 the vaults of the Bank of France held 1,539,000,
000 francs gold, 640,000,000 francs silver; in 1880, 564,000,000 francs
gold, 1,222,000,000 francs silver. The monetary woe of Europ? .wa.s not
lightened by Italy’s preparations for specie payments, requiring 440.-
000,000 lire in gold.
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conditions the Bank of England would considerably
enlarge its holdings of silver. While unwilling to coin
silver without the great states, Holland strongly
voiced the conviction that international bimetallism
was the only cure for the world’s monetary ills. Italy
was prepared, even without Germany and England to
join the rest of the Latin Union and the United States
in re-opening mints to silver, if Germany would only
abstain from selling silver and withdraw her smaller
gold coins, and Great Britain would enlarge the legal-
tender competence of her silver crowns.

After thirteen sessions the conference adjourned till
April 12, 1882, to give governments an opportunity
for reflection and negotiations. It did not re-convene.

After this adjournment no international body bear-
ing an official character met for the study of monetary
problems until last year, though a congress of private
individuals went into the subject at Paris during the
exposition there in 1889. Meantime incessant agita-
tion went on, which, with the continued appreciation
of gold, led in the summer of 1887 to the creation of a
royal commission in England to investigate the rela-
tions of gold and silver. The work of this commission
was very thorough. It gathered an enormous amount
' of testimony and examined a great number of experts,
finishing its labors only in October, 1888. Its report
embraces, first, a general part, conveying information,
and signed by all the members; second, a more ex-
plicit portion, containing views of policy with refer-
ence to remedy. This latter part includes two sec-
tions, one favoring the maintenance of monometallism,
the other being a plea for international bimetallism,
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and these two sections bear an equal number of signa-
tures.

The bimetallists merely recite, though in a very
able way, the standard arguments for bimetallism ; but
the monometallists, Lord Herschell, Sir Charles W.
Fremantle, Sir John Lubbock, T. H. Farrer, J. W.
Birch and Leonard H. Courtney, make admissions in
virtue of which this report marks an epoch in the his-
tory of monetary theory. Arguing “ as well a priori as
from the experience of the last half century,” they
say :

We think that in any conditions fairly to be contemplated in the
future, so far as we can forecast them from the experience of the
past, a stable ratio might be maintained if the nations we have al-
luded to were to accept and strictly adhere to bimetallism, at the
suggested ratio. We think that if in all these countries gold and
silver could be freely coined, and thus become exchangeable
against commodities at the fixed ratio, the market value of silver

as measured by gold would conform to that ratio, and not vary to
any material extent.

Touching the fear that gold would disappear from a
bimetallic league, they add :

If the arrangement included all the principal commercial nations,
we do not think there would be any serious danger of such a
result.

These gentlemen had already joined the bimetallist
commissioners in the following statement relating to
the cause of the decline in silver measured by gold :

Looking to the vast changes which occurred prior to 1873 in the
relative production of the two metals without any corresponding

1 Mr. Courtney has since become an ardent bimetallist.
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disturbance in their market value, it appears difficult to us to resist
the conclusion that some influence was then at.work tending to
steady the price of silver, and to keep the ratio which it bore to
gold approximately stable.

These considerations seem to suggest the existence of some
steadying influence in former periods, which has now been re-
moved, and which has left the silver market subject to the free in~
fluence of causes, the full effect of which was previously kept in
check. '

Now, undoubtedly, the date which forms the dividing line be-
tween an epoch of approximate fixity in the relative value of gold
and silver and one of marked instability, is the year when the bi-
metallic system which had previously been in force in the Latin
Union ceased to be in full operation ; and we are irresistibly led
to the conclusion that the operation of that system, established as
it was in countries the population and commerce of which were
considerable, exerted a material influence upon the relative value
of the two metals.

So long as that system was in force, we think that, notwith-
standing the changes in the production and use of the precious
metals, it kept the market price of silver approximately steady at
the ratio fixed by law between them, namely, 15} to 1.

Many confidently believed that the plentiful pur-
chases of silver by the United States under the Sherman
act of 1890, would raise the gold price of this metal to
its old figure. For a time such a result seemed likely,
- but the hope proved illusory. After a remarkable ele-
vation for a brief period in 1890, the price fell to a
lower level than ever, leaving the United Statesin a
precarious financial condition, having upon its hands
a large amount of uncoined silver, paid for in paper
which the country had avowed the purpose of redeem-
ing in gold on demand.

This new collapse in the gold price of silver caused
grave concern in Great Britain as well. Independently

1
~
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of bimetallist agitation, considerations of a momentous
character urged upon England all possible effort to
prevent further divergence of the two metals. Enor-
mous sums are payable by India to Great Britain in
terms of silver rupees, for which, of course, the British
recipients realize less and less gold in proportion as
silver falls. Moreover, the Indian government has to
pay to England each year some £15,000,000 7 terms
of gold. The actual payment is of course made in
produce, of which fifty per cent. more is required than
sufficed twenty-five years ago to liquidate the same
amount of indebtedness—a great hardship to India.
In addition to this, the lack of a fixed par of exchange
between Calcutta and London had turned Great
Britain’s trade with India into a veritable game of
hazard. Driven to it by the difficulty of commerce
with England, India had built immense manufactories
of its own, exporting their products in vast ‘quantities
to China and other silver-using countries. Rightly or
wrongly, almost the entire depression of British trade
was laid by very many to the dislocation of the old
value-relation between the two money-metals.
Meantime a strong movement had been begun in
Austria-Hungary for rationalizing the monetary sys-
tem of that monarchy. Surrounded as it is by gold-
using states, it could not do otherwise than choose
gold for the basis of its new currency. It accordingly
thus elected, and arranged for the purchase of great
sums of gold. This, at a time when Russia, too, was
amassing gold, and France and Germany were care-
fully husbanding their supplies, when Italy was finding
it impossible to prevent a premium on gold, and when
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the Bank of England itself had recently been forced
to borrow three million pounds sterling of gold from
France, made the monetary outlook gloomy as well
for the Old World as for the New. A great many
thoughtful men, not in the least inclined to be bimetal-
lists, believed that gold was becoming too scarce to
serve as the sole money of ultimate payment, and that
consequently it would be of great advantage if a larger
monetary use could be made of silver.

It was in the light of the events thus cursorily re-
viewed that the President of the United States, early
in 1892, issued his invitations for a third international
.conference upon the silver question. Recognizing that
some European countries not yet ready to adopt bi-
metallism might still be willing to confer touching
plans more general than that, he couched his circular
in such terms that all nations could consistently accept
who might think the question of a larger monetary
use of silver worthy of discussion at all. '

The states of Europe, without a single exception, and
also Mexico, accepted the invitation, making with the
United States twenty in all, and at the first meeting of
the conference every one of the fifty delegates was
present. Mr. Beernaert, premier and finance minister
of Belgium, opened the proceedings with an address.
Mr. Montefiore Levi, a Belgian senator and one of the
Belgian delegates in the conference, was chosen presi-
dent. Mr. Edwin H. Terrell, United States minister
at Brussels and a member of the United States dele-
gation, was made vice-president, and Mr. Georges de -
Laveleye, editor of the Moniteur des Interéts Matériels,
general secretary.
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As it seemed to be thought that the United States
delegates should provide an order of business for the
conference, they presented at the second session, No-
vember 25th, a statement and program to which the
conference adhered in all its subsequent deliberations.
After rehearsing the considerations which had led to
the convoking of the conference, this paper offered
a resolution that, ‘‘in the opinion of this conference,
it is desirable that some measures should be found
for increasing the use of silver in the currency systems
of the nations.” The program stated frankly that
the United States delegates believed bimetallism, if
adopted by a number of nations, to be the best and
the only satisfactory plan for the extended monetary
use of silver; but expressed the wish that some of the
governments, or their delegates, should offer plans
short of bimetallism that might be expected to attain
the desired end. In addition to any other such plans
the United States delegates themselves suggested two,
namely, that of Moritz Levy, proposed to the Mone-
tary Conference in 1881, and that of the late distin-
guished A. Soetbeer, dated at Goéttingen, August s,
1892.

Debate was at once begun upon the initial thesis of
the American program, that it is desirable to find some
means of increasing the use of silver in the currency
systems of the nations—a proposition which merely
restated- the terms of the invitation under which the
conference had convened. The delegates of Germany,
Austria-Hungary and Russia hastened to say that they
were inhibited by their instructions from debating or
voting upon any resolution whatever, while as to this
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particular resolution Roumania, Portugal, Turkey and
Greece, though without special instructions, felt com-
pelled to similar reserve. Great Britain, Spain, Den-
mark, Mexico and Holland favored the proposition un-

" equivocally. So, in effect, did France and the whole
Latin Union, though with a certain hesitancy which led
the English delegates to regard these delegations as at
this time “disposed to criticism rather than to cordial
co-operation with the object of the conference.” One
is not driven to this view of their conduct. They
doubtless meant not to favor any scheme which in-
volved further silver purchases by their states; but
their later utterances proved that there was not a del-
egation of the Latin Union which did not regard a
larger use of silver money as a good thing for the
world, though two or three individual delegates may
have doubted this.

Forssell (Sweden), Raffalovich (Russia) and Boisse-
vain (Holland) deprecating an immediate vote, and the
Americans not insisting on this, the resolution was
tabled for the day, while, owing to subsequent matters
more important than an expression of mere formal
opinion, the consideration of it was not renewed. At
almost any later date the resolution would have been
adopted by a very large per capita majority of the con-
ference, including the delegations of all the leading
states. It is doubtful, in fact, if a single vote would
have been cast against it.

In the course of this second meeting, Mr. Alfred de
Rothschild, of the British delegation, presented a pro-
posal looking to the purchase of silver by Europe,
which received much attention both in the conference
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and from the public. The substance of this as first
offered was .as follows: On condition that the Ameri-
can government should continue its purchases of silver,

the different European powers should combine to make certain .
. purchases, say to the extent of about five million pounds annually,
such purchases to be continued over a period of five years, at a
price not exceeding forty-three pence per ounce standard; but if
silver should rise above that price, purchases for the time being to
be immediately suspended.

Mr. Rothschild accompanied this motion with a
paper in which, while insisting upon gold monometal-
lism as the sole possible policy for England, he recog-
nized ‘“great grievances both in India and China in
connection with the silver question,” such that «if
anything could be done towards diminishing those
grievances, it would be extremely desirable.”” He
raised the question whether it were “ not possible to
extend the use of silver generally and thereby stop a
further fall, the disastrous consequences of which no
one can foresee.” He could “see no objection to sil-
ver being made a legal tender in Great Britain up to
five pounds, instead of two pounds, as it isat present.”
In conclusion Mr. Rothschild declared :

If this conference were to break up without arriving at any defi-
nite result, there would be a deprecia‘ntion in the value of silver
which it would be frightful to contemplate, and out of which a
monetary panic would ensue the far-spreading effects of which it
would be impossible to foretell.

The Rothschild proposal, with the schemes of
Moritz Levy and Soetbeer, was before the conference
at the beginning of the third meeting, and as the
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American delegation had recommended, the discussion
of these was declared the next thing in order, spite of
Mr. Tirard’s idea that bimetallism should be debated
first. Much work needed to be done upon the three
schemes named before they were fit to be taken up by
the full conference. At this meeting, therefore, a
special committee was created for the preliminary
examination of these and similar suggestions. Messrs.
Cannon (United States), Casasus (Mexico), Cramer-
Frey (Switzerland), Foville (France), Osma (Spain),
Forssell (Sweden), Fremantle (Great Britain), Moles-
worth (British India), Raffalovich (Russia), Saincte-
lette (Belgium), Simonelli (Italy), Tietgen (Denmark),
van den Berg (Netherlands), and the president and the
secretary of the conference, composed this com-
mittee.

These gentlemen did much important work, and
their two reports are most valuable. They directed
their inquiries primarily to four points: (1) the possi-
ble restriction of silver production by taxation; (2)
the future course of silver production; (3) the inten-
tion of the United States as to continuing the pur-
chase of silver; and (4) the future monetary policy of
British India. From the-evidence adduced the com-
mittee saw no hope of limiting the world’s silver out-
put by legislative means. No testimony indicated
that any deluge of silver was to be feared, the proba-
bility seeming to be in the opposite direction, to the
effect that the maximum production had been nearly
reached, even if not reached or passed already.
Regarding the third question, the committee was
informed that the United States Silver Purchase Act
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of 1890 would almost certainly be repealed before very
long, its repeal having been urged by both the great
political parties. Touching India, Sir Guilford L.
Molesworth declared that no change would be made in
the monetary system of that country so long as there
was any hope of international bimetallism. The
‘adoption of the gold standard there, he said, would be
fraught with sore difficulties,- yet might have to be
tried as a last resort.

The committee also carefully examined Mr. Roths-
child’s plan, he having expressed a willingness that
before submitting it to the governments the confer-
ence should supplement it in any way thought proper.
Members of the committee pointed out in it several
grave defects. They urged that the silver bought
ought certainly to be put to a monetary use. Mr.
Cannon was quick to expose the unfairness of expect-
ing the United States to purchase much more heavily
than all Europe together and to buy at the market
price, whereas Europe was never to pay more than
forty-three pence an ounce. The Rothschild program
came out of committee somewhat improved, yet still
highly objectionable. It read:

1. The European states which might form an agreement on the
basis of this proposal would buy each year thirty million ounces of
silver, on condition that the United States should agree to continue
its present purchases, and that unlimited free coinage be main-
tained in British India and Mexico. .

2, The proportion of the purchase to be made by each country
would be determined by agreement.

3. The purchases would be made at the discretion of, and in the
manner preferred by, each government.
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4. These amounts of silver would be devoted in each country to
the monetary uses authorized by its laws; and the silver would be
either coined or made the guarantee for an issue of ordinary or
special notes, as each government might think fit.

5. The arrangement would be made for five years. The obliga-
tory purchases of silver would be suspended, should the metal
reach, in London, a price determined by agreement between the
governments. The purchases could be resumed if the delegates of
the different countries interested should agree upon the fixing of a
new limit of price. They would be resumed in any case if the
price fell below the original limit.

The Soetbeer draft the committee considered very
able, but too involved to be the basis of an international
agreement. In accordance, however, with the Moritz
Levy idea, they suggested (1) the withdrawal from cir-
culation within a determined period of gold coins con-
taining a weight of less than 5.806 grammes of fine
gold (twenty-franc pieces); and (2) the withdrawal of
notes of a less value than the coin of twenty francs, an
exception being made of notes representing deposits of
silver.

Not having been charged to recommend the adop-
tion of any plan, the committee reported back the
results of its work, to be passed upon in full conference.
A decided majority of the committee favored the
Levy recommendations, though not regarding them as
of great importance; but the British delegate in the
committee, Sir Charles W. Fremantle, said that to
carry them out would cause Great Britain considerable
inconvenience, and that therefore he and his colleagues
could not favor such a course unless it were to be
joined with some policy like that of Mr. Rothschild,
by which other countries could assist in supporting the
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gold price of silver! To obviate this objection sev-
eral members of the committee favored some modifica-
tion of the Rothschild notion, but the representatives
of the Latin Union on the committee, evidently
determined that their governments should purchase
no more silver, would not agree to this. On the con-
trary they went so far as to offer a formal motion, that
even if such a plan were adopted by the conference,
they could not recommend it at home. This motion
passed the committee by seven votes against six,
Forssell (Sweden), Raffalovich (Russia) and Tietgen
(Denmark) joining the four representatives of the
Latin Union to support it, while all the other members
of the committee opposed.

Such were the questions brought before the confer-
ence in the first report of this committee. The report
formed the subject of debate at the fourth session, and,

1 In order exactly to describe what has occurred, this article every-
where speaks of a “fall in the gold price of silver,” or “irr silver as
measured by gold.” Silver may, indeed, be said to have “depreciated,”
i.e., its “pretium” has, in gold-using lands, gone down. But “ depre-
ciation ” is a highly ambiguous term and should not be applied to silver,
as nearly all who use or read it when so applied, giving it its more usual
signification, take it to mean that silver has lost in value or purckhasing
power, which is false. Since 1873 silver has quite remarkably main-
tained its zalue, but, in common with commodities in general, has be-
come less able, per grain, to command gold, that is, it has fallen in gold
price. “General fall in gold prices ” is of course but another name for
“appreciation of gold.” Laughable are the efforts of many, witness even
Mr. Gladstone in Parliament on the 28th of February, 1893, to show that
gold has since 1873 had a more stable value than silver. Gold they
measure by itself, and silver they measure by gold, not seeing that to
give their statement any meaning, they need a criterion of steadiness dif-
ferent from either metal, z7s., the prices of commodities in general.
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as was natural, chief attention was devoted to the
part of it presenting in its new form the Rothschild
scheme. This part of the discussion took an unfortu-
nate turn. Delegates seemed to think that inasmuch
as the committee had modified the scheme consider-
ably, no further changes in it could be effected. Con-
sequently, instead of making an effort to remedy still
further its defects, which in the judgment of the writer
would have been entirely feasible, nearly all who
spoke animadverted upon it so severely that Mr.
Rothschild felt its fate to be sealed. He, therefore, at
the beginning of the fifth session, withdrew it, where-
upon discussion began upon the United States pro-
posal of bimetallism.

This discussion was most interesting and was partici-
pated in by nearly all the distinguished members of
the conference. Foremost in it were Senator Jones,
Sir William H. Houldsworth, Sir Guilford L. Moles-
‘worth, Boissevain and van den Berg of Holland, All-
ard and Weber of Belgium, Forssell of Sweden and
Tirard of France. What was said threw much light
upon the opinions held in various countries on impor-
tant monetary questions. The matured views of bimet-
allists were elicited, and a strong attack was made
from the monometallist camp to drive their theory to
the wall. The chief addresses on the gold side were
those of Weber and Forssell. Mr. Weber said noth-
ing new, but presented in a very able manner the line
of argument concerning the increase in the world’s
wealth, the plentifulness of gold in the great banks,
the fall of prices as a consequence of cheapened pro-
duction, and so on, made familiar in this country by
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the writings of Professor Laughlin and Mr. David A.
Wells. :

Mr. Forssell went into the subject much more
deeply, revealing extraordinary originality and learn-
ing. His argument, however, seemed to the writer
more cunning than conclusive. His course of thought
was meant to show the novelty and untried character
of precisely the project advocated as international
bimetallism. He insisted that much danger of treach-
ery must inhere in a compact made for such a purpose,
—a fact which of course would be fatal. But every-
thing that was of weight in this speaker’s argument
turned upon his main contention, that however large
any international gold and silver basin might be, its
gold might either leak out of it or be lost in it. He
did not indicate in the least how gold could possibly
leave the basin; but what he said of its conceivable
disappearance inside the basin,—as to the possibility,
that is, of a serious dearth of gold occurring within the
compass of a bimetallic league,—is certainly well
worth the attention of bimetallists. The thought was
first advanced by Professor Lexis. It is not proposed
to canvass it in this place. Suffice it to say that a
contingency of the kind, if possible at all, could only
arise in case of such an unexpected scarcity of gold as
must put gold monometallism absolutely out of the
question save for one or two nations at most. There-
fore, even supposing Professor Lexis and Mr. Forssell
correct in their view, an effort at international bimet-
allism is more rather than less advisable, though the
ratio might need to be 20 or 25 to I instead of 15%
toI.
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The bimetallist arguments were far more nuinerous

and diverse. Only a suggestion of their scope can be
-given here.

1. Bimetallism was alleged to be in perfect scientific
accord with the law of supply and demand, instead of
traversing this law, as it is charged by monometallists
with doing. It was maintained: You of course cannot
fix a value-relation between two wares, say gold and
silver, independently of supply and demand as realized
between them and between each of them and commod-
ities in general, But between gold and silver, at any
rate, a league of strong nations can fix the relation of
supply and demand itself. Vastly the larger part of all
gold and of all silver which has not been made into
merchandise exists in the form of money. Now, of
the gold and silver in the form of money the great
governments acting together would have a monopoly.
Their fiat touching the legal equivalence between
given mint-units of the two metals would regulate the
actual rates at which those units would exchange with
each othey. By the well-known law of prices when
articles are affected by monopoly, the unwrought gold
and the unwrought silver not existing as money would
follow in value the monetized part.

2. No monometallist in the conference denied that
prices have fallen (gold appreciated) since 1873, but
several, recognizing the phenomenon, sought to account
for it in the usual monometallist manner as the result
of copious wealth production. In reply the figures of
Jevons, Sauerbeck, Soetbeer and others were cited,
which seem to prove that whereas from 1850 to 1870
the world’s production of wealth increased on an aver-
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age 2.75 per cent annually, the average gain between
1870 and 1885 was but 1.6 per cent. It was also set.
forth that the intrinsic costs of things were falling
before 1873 as rapidly as after that date, though in the
earlier period prices were rising and extraordinary pros-
perity prevailed. As still further proof that the fall
of prices since 1873 has not proceeded merely from
cheapening in intrinsic costs, the conference was
reminded that falling costs imply prosperity, high
interest and dividends, good wages and profits, few
strikes and lock-outs, rapidly multiplying industrial
undertakings and rapidly increasing wealth, none of
which features fairly characterize the world’s economic
life since 1873. The vast injustice which the fall of
prices causes in the payment of debts and the fulfill-
ment of contracts was dwelt upon somewhat,—less,
doubtless, than would have been the case had it been
seriously questioned by any.

3. To the proposition that the world’s supply of
gold is still ample, which had been assumed rather
than asserted, several forms of reply were used. The
figures and critical estimates of Soetbeer and Leech
were adduced, indicating that nearly all the gold now
acquired from year to year goes into hoards or manu-
factures, or is shipped to the East, while population
and business are everywhere increasing. Soetbeer,
not a bimetallist, was further quoted as having demon-
strated in his last work that the abundance of gold in
banks does not prove an increase in the general stock
of monetary gold. It was argued that a general pau-
city of gold would, by leading to its appreciation,
inevitably operate to glut the financial centres, tend-
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ing to make the holding of money more profitable
than investment in productive industry.

4. Several times in the course of the debate atten-
tion was drawn to the fact that monometallists no lon-
ger urge, as many did fifteen years ago, that silver be
demonetized everywhere. This was hailed as a silent
recognition of paucity in the yellow metal available for
money. Yet Mr. van den Berg, in many respects the
ablest monetary authority in the conference, power-
fully urged that gold monometallism is tenable only in
that primitive form. You cannot, he said, perma-
nently maintain gold monometallism anywhere unless
you can do it everywhere. The world of commerce
will not brook division into monetary hemispheres. It
will not tolerate the chaos of one basal money for the
West and another for the East, one for advanced com-
mercial nations and the other for cruder communities,
one for the mother land, the other for colonies. In
returning to hard money, Austria must choose a gold
basis in order to trade with her neighbors. So Rou-
mania. But the motive works elsewhere as well as in
Europe.” Failing bimetallism, the merchants of Eng-
lish and Dutch India and of Mexico will clamor for
gold as basal money for those lands and will get it if
they can. The conflict for gold, if it is not paired
with silver, must be not only irrepressible, but more
and more bitter without end.

5. It was denied that any over-production of silver
has occurred. From 1800 to 1820 silver formed three-
fourths of the world’s precious metal output, gold one-
fourth. From 1850 to 1870 the relation of the two
metals was exactly reversed, the output of gold having
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sprung from an annual average of 55,000 kilogs between
1841 and 1850 to one of about 200,000 kilogs between
1850 and 1870. Michel Chevalier and Cobden then
fancied the production of gold excessive, and Cheva-
lier wished to ‘demonetize this metal. All now agree
that they were in error; for even after 1850 gold was
at no time so abundant that a grain of it would not
bring 15% grains of silver in France. There were
brief periods when it came a trifle short of doing this in
London, owing to the state of Paris exchange. In
1892, 197,000 kilogs of gold were produced in the world,
six times the annual average for the years from 1831 to
1850. The silver, yield for 1892 was 4,480,000 kilogs,
less than six times the annual average between 1831
and 1850. If the world’s yield of gold suddenly
increased some 300 per cent. and maintained the gain
for twenty years without any over-production, who
can speak of over-production in silver on account of
an increase, very gradual, from an annual average of
1,654,000 kilogs between 1866 and 1875, to one of 2,-
930,000 kilogs for the next seventeen years, or about
seventy-seven per cent.? Notwithstanding demoneti-
zation, no large stocks of silver bullion even now exist
save that of the United States government, which will
in all probability never be put upon the market. The
low gold price of the metal is fixed by the compara-
tively small quantities here and there which do remain
unsold. )
6. The allegation of certain speakers that bimetal-
lism had strong affinities with protection invited the
bimetallists to set forth their view of the relation be-
tween these doctrines. It was ascertained that many

\
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of the strongest foes of bimetallism are protectionists,
and many of its chief advocates free-traders. One
speaker affirmed that the refusal of free coinage to
silver in so many nations, annihilating all fixity in the
par of exchange between the gold-using and thesilver-
using parts of the world, thus turning commerce be-
tween these into a mere game of chance, was doing more
to restrict freedom of trade than all the tariffs in exist-
ence. The charge that bimetallism is artificial was
met partly by the argument traced above, under “1,”
and partly by showing the necessity that the amount of
metallic or fundamental money should increase some-
what in proportion to population and business. In
connection with this the nature of credit was considered,
the view of Jevons being insisted on, that credit can-
not permanently supplant money, and can be safely ex-
panded only as its hard-money basis expands. It was
also remarked that, as a matter of fact, credit has not
increased very much since 1873, the amount of cheques
cleared at the London clearing-house having been the
same in 1887 as in 1870, wiz., about £6,077,000,000.
It was held that if gold is the more suitable money for
large transactions, silver certificates share much of its
advantage here, while for all smaller dealings, involving
immense sums in all, silver is far preferable even in the
wealthiest countries. In the light of these facts, the
demonetization of the white metal was declared to be
“much the most flagrant and disastrous rupture of
natural law ever commifted by the action of states,
not excepting any legislation in the history of mer-
cantilism.”

The debate on bimetallism occupied most of sessions
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six, seven, eight and nine. British delegates had from
the outset asseverated that Great Britain would not
adopt this system. Germany aud Austria-Hungary
let it be inferred that they would not do so, at least
without England. France explicitly declared this to
be her attitude. It would hence have been useless to
bring the question of bimetallism to a vote—a thing,
in fact, which was at no time intended. Under the
circumstances such a vote could have borne no relation
to the weight of argument, and would have begotten
more or less discord, needlessly hindering future work.
And much of this remained. Except in committee,
there had been no canvass of the Moritz Levy plan.
It was strongly hinted that the Rothschild program
was to be revived in a more pleasing form. Besides,
the entire second report of the special committee, full
of important matters, waited untouched for examina-
tion in plenary session.

This report dealt with six different suggestions for
the relief of the monetary situation:

1. That of Mr. Tietgen, proposing a union of states
for the free coinage of silver at a ratio to gold as near
as possible to that of bullion in the market, the coins
to be full legal tender and fo circulate internationally,
each state being bound to redeem its own in gold.

2. That of Sir Wm. H. Houldsworth, based upon
a project prepared by Mr. Huskisson in 1826 for the
consideration of the British government. This Houlds-
worth-Huskisson measure, presupposing bimetallism
in one, two or three states, is intended to guarantee
the success of this by aid of other states, rendered
through some means short of bimetallism. These non-
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bimetallic states receive silver bullion, issuing therefor
certificates which name each the gold value of the
silver at the date of deposit. The certificates circulate
as legal tender in all transactions, and are redeemable
each in the weight of silver for which it was issued.
If silver has risen, the holder gains; if it has fallen, he
loses.

3. That of Mr. Allard, being an international appli-
cation of a recommendation made by Secretary Win-
dom in his report for 1889, to issue treasury notes
against deposits of silver at its market price when de-
posited, each payable on demand az its original value,
in gold, silver coin orsilver bullion. Here, the govern-
ment instead of the certificate holder gains or loses
from fluctuations in the gold price of silver.

4. That of Mr. de Foville, advocating international
legislation for the recognition and encouragement of
silver warrants issued by mints and great banks, these
to be commercial rather than monetary in nature,
and negotiable without legal-tender quality or guaranty
by governments. ' _

5. That of Mr." Forssell, signalizing as capable of
wider application the form of compact already in vigor
between the national banks of Sweden, Denmark and
Norway. Each of these banks has an account with
each of the others, a cheque being honored by the
drawee bank even whén the bank drawing it happens
‘to have no cash on deposit with the drawee.

6. That of Messrs. Montefiore Levi and Saincte-
lette, proposing that mints and government banks re-
ceive “ Siamese twin" deposits, each consisting in a
given amount of gold and a given amount, say twenty
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or twenty-five times as much in weight, of silver, issuing
for each such twih deposit a certificate redeemable
only in the very weight of gold and silver deposited.
The proportion of the silver to the gold in a deposit
may, if necessary, be changed from time to time by an
international commission. The certificates form a
quasi-money, likely to be very uscful in settling inter-
national balances.

The report containing these projects and the com-
mittee’s reflections upon them gave the conference
plenty of unfinished business at the end of the ninth
meeting. But it was now  December 15, when all
agreed that the conference must soon adjourn for the
holidays. The recess might have ended, say, January
5, but there was a general conviction that a longer in-
terval was desirable, to enable governments to consider
the various measures placed before the conference, so
as to express more exactly their views and wishes.
Therefore, at the tenth meeting, December 17, Baron
di Renzis, of Italy, who, after Mr. Tirard’s departure
to become finance minister to the French government,
was the leading delegate of the Latin Union, offered
this resolution :

The International Monetary Conference, recognizing the great
value of the arguments which have been developed in the reports
presented and in the discussions at the meetings, and reserving its
final judgment upon the subjects propdsed for its examination, ex-
presses its gratitude to the government of the United States for
having furnished an opportunity for a frcsh study of the present
condition of silver.

The conference suspends its labors and decides, should the
governments approve, to meet again the 3oth of May, 1893. It
expresses the hope that during the interval the careful study of the
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documents submitted to the conference will have permitted the
discovery of an equitable basis for an agreement which shall not
infringe in any way the fundamental principles of the monetary
policy of the different countries.

The motion was supported in a number of very strong
speeches, and passed without a dissentient vote.

In conclusion a few observations are pertinent to
the foregoing rdsumeé.

I. Judging by the utterances, public and private, of
their delegates, the European cabinets must consider
the monetary condition of the Western World with
considerable concern. As Sir Rivers Wilson, an un-
compromising monometallist, chairman of the British
delegation, remarked in the second session:

There can be no question, in our opinion, that all the govern-
ments who have sent representatives to this conference, even those
who have instructed their delegates to act with the greatest re-
serve, recognized the presence of a danger ; otherwise there would
be no justification for our presence here.!

2. The old serenity of monometallist faith is much
discomposed. The apostasy of theorists like Schaeffle
and Wagner and of practical students like Hucks
Gibbs, Goschen and now Courtney, has had much ef-
fect. More influential still, in.this way, have been the
growing scarcity of gold relatively to the need of it,
the incessant fall of prices, confined to the gold-using
world but universal there, and the distress which inter-

1 Most of the great European newspapers, influenced by those who
are, or think they are, benefitted by the continued appreciation of gold,
either misapprehend or misrepresent both the facts of the monetary
situation and the views of responsible monetary officials touching these
facts.
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national commerce suffers from the disappearance.of
all fixity of par between the gold and the silver na-
tions. If monometallism still has able champions, as
it most certainly has, either governments for some rea-
son sent few of them to this conference, or most of
those sent preferred silence to speech. -

3. Not a particle of doubt is possible that Germany,
Austria-Hungary, Russia and France, with the whole
Latin Union, and indeed all continental Europe,
would resume the free mintage of silver if Great
Britain would lead the way. As Baron di Renzis said
in the address with which he accompanied his motion
that the conference adjourn:

From all sides in this assembly—and the fact is apparent in
every speech which has been made,. whether the speaker stated it
openly or merely alluded to it—eyes are turned toward England.
It is perceived and recognized that England has to fill a prepon-
derent réle upon this question. All the world is waiting to see
that great country set the goodly example for which we hope.
The speeches of many delegates have appeared almost like repro-
ductions of an historic phrase. In this struggle for the rehabilita-
tion of silver everybody n fact has seemed to be saying : « Mes-
steurs les Anglais, tivez les premiers.”

4. Will the British, thus invoked, ‘‘ be the first to
fire?” Will they fire at all? None can say. What
is certain is that they ought to, and that a conviction
to this effect is entertained more and more widely in
England itself. This was shown by the vote in the -
Commons February 28th, 1893, on Sir H. Meysey-
Thompson's motion that the house express itself in
favor of reconvening the Brussels conference. Recent
advices assure the writer that this motion would almost
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certainly have passed had not the government unex-
pectedly taken the position that its adoption would be
regarded as equivalent to a vote of lack of confidence,
thus securing against it the suffrages of many who
really favored it. As it was, the motion was lost by a
majority of only 81 in a House of 381. On April 18,
1890, only three years before, a similar motion, encoun-
tering no adverse effort, was lost by a majority of 96
in a House of only 270.

5. Isit of any use for the conference to reconvene?

A twofold reply may be made to this. First, the
silver imbroglio being so complicated and so serious,
the nations cannot afford to dissolve the conference till
every proposition now before it, as well as all new
ones having aught of promise, have been fundamen-
tally studied. For lack of time the conference has not
yet really sounded a single one of them. Further, two
at least of the drafts already submitted are at once so
simple and so meritorious that the conference might
quite possibly unite upon one of them. Mr. Allard’s
is in this case, Hazardous as the Windom plan would
have been for the United States alone, a syndicate of
strong nations could, in the writer’s judgment, adopt
it with entire safey, and through it, without loss to any
one and with incalculable benefit to humanity, restore

- silver to its old price and function.

Were this plan rejected, that of Moritz Levy re-
mains, which, modified a little, could hardly fail of
being acceptable to all. Let the nations withdraw
from circulation every gold coin weighing less than the
twenty-franc piece, with every uncovered note worth less
than twenty francs, and fill the gap thus opened with
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new silver, to circulate either as coin or through certifi-
cates. Some such proposal has been long before the
world and has been endorsed in many quarters. It
might conceivably even lead to bimetallism; but
should it not, it would still have numerous advantages.
France herself could hardly object toit. Its execu-
tion—as would be the effect everywhere—would richly
replenish her gold centres, bringing into them the bits
-of gold now scattered among the people and useless in
emergency. Thus, while the measure would some-
what raise the silver proportion of the country’s total
metallic money, upon its central metallic* stock—
which is a more important consideration—it would
have the reverse effect. And the plan would be well
worth trying if France had to be excused from buying
silver under it. -



VIIL
GIFFEN ON BIMETALLISMN.

MR. ROBERT GIFFEN'S book, “ The Case Against Bi-
metallism,” has probably had more influence than any
other recent publication in hindering monetary reform.
It is a work of ability in many ways. It betrays firm
grasp upon several important monetary principles.
It also conveys a great deal of useful information, which,
in the main, is set forth with much clearness. The vol-
ume certainly has defects. Asperity shows itself on
here and there a page, as if the author found it eas-
ier to scold opponents than to answer them. One
notices in. it, too, occasionally, what seems a lack of
frankness, the author pretending to admit an antago-
nist’s point, yet, after a little, quite ignoring it. Some-
times he goes beyond this, obscuring an issue where he
is weak by what looks like an effort to throw dust in
readers’ eyes. Mr. Giffen is never too cordial in acknowl-
edging the errors into which he has fallen, when others
have pointed them out. And, as we shall see, he is
far from being always logical. Spite of these faults,
“ The Case Against Bimetallism "’ well repays study.

Impressive and valuable are the numerous paragraphs
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in this book, as well as in Mr. Giffen’s other writings,
which, so far as they go, place him in complete accord
with bimetallists and in complete disaccord with the
representative monometallists of America. For in-
stance, he declares without hesitation that since 1873
silver has not lost in value, while gold has seriously
gained in value. He also accepts the movement of
prices as a perfect proof of this steadiness of value in
the one case and change of value in the other; and he
admits that such appreciation of gold is very sad and
unfortunate, being no mere phase of lowered costs, no
sign of advancing welfare, but the reverse.

He says: “If we were told that copper or iron or
wheat were rising because there was a deficiency of the
supply of them to meet all the demands, we should
accept the statement as a matter of course. But what
is true of copper or iron or wheat, must equally be true
of any commodity which happens to be the standard
monetary substance. If gold orsilver is that substance,
and gold or silver is increasingly in demand without
any corresponding increase in supply, then people who
want gold or silver for any purpose must give more
for them.”

‘“ We see, then, how widely mistaken those monp-
metallists have been, who, in their dislike of bimetall-
ism, have denied that the recent great demands for
gold in ‘proportion to .its supply were likely to have
caused a rise in its exchange value for other things.
Looked at in this way, the fall of prices is itself a proof
that gold, in relation to all the demands for it, has been .
relatively scarcer than it was. Everybody who has
wanted it has had to give more for it. If everybody
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who wanted coal or pig-iron was giving more for it
than before, we should not hesitate to say that coal or
pig-iron were relatively more in demand than they had
been ; and what we should say of coal and pig-iron we
must also say of gold or silver in a like case.”

“Some monometallists, as we have already hinted,
in their eagerness to refute bimetallism, have given a
great advantage to their opponents by denying alto-
gether the necessary connection between a fall in
general prices and a relative scarcity or short supply
of gold, which they have foolishly done on the score of
gold, in the form of currency, being abundant enough.”

“ To say that the quantity of money regulates prices
is only the same thing as to say of any article that is
bought or sold, that its quantity is a material factor
in determining its value.”

These extracts are from “ The Case Against Bimet-
allism.” Theauthor has much on the same subjects,
proving the unsteadiness of gold as a standard of value,
in his admirable article on “ Recent Changes in Prices,”
in the Journal of the Royal Statistical Society, for
December, 1888, which unfortunately he did not trans-
fer to the volume named. He here appeals to the
tables and index numbers of Sauerbeck, Soetbeer, the
Economist, and the Board of Trade, and shows incon-
trovertibly that instead of measuring the value of
silver by gold, the only scientific procedure is to gauge
both gold and silver value by general or average
prices.

Doing this, he declares that “if we ,avoid extreme
years, the average fall in commodities measured by
gold rather exceeds the average fall in silver measured
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by gold. In other words (he proceeds) instead of
speaking of the depreciation of silver, we should be
quite justified in speaking of the appreciation of silver
when we measure it by the average of commodities. ?

In this article Mr. Giffen figures the net import of
gold into England from 1858 to 1871 as 6734 millions
sterling, an annual average of some five millions, and
that of the following sixteen years, 1872-1887, as only
11% millions in all; when, had the former rate of
increase continued, instead of 11%% millions, the net
import of theyears 1872-1887 would have been nearly
eighty millions.

Then he says : “It is clearly impossible to contend
there ‘has been no change in the movement of gold,
comparing the one period with the other. The stock
of gold in England available for money has not been
added to of late years as it was in the period just
before. The stock with the additions has had to do
more work, and it has been able to do so only because
prices have fallen, and incomes have not risen, whereas
from 1850 to 1873, when gold was going so largely
into England, not only did prices rise a little but in-
comes a great deal.”

Considering this scarcity of gold as not likely soon
to cease, Mr. Giffen said: “ Then we may have a long
continued fall of prices from generation to generation,
and this will probably have very great effects astime
goes on.”

“The debtors pay more than they would otherwise
pay, and the creditors receive more. The matter is

1This is probably not true since early in 1893. Silver seems now to
have actually fallen in value a little.
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thus not unimportant- to the two large classes of the
people who make up the community. Appreciation is
a most serious matter to those who have debts to pay.
It prevents them from gaining by the development of
industry as they would otherwise gain.”

There were in store, he said, ¢ troublous times both
for some of the Australian Colonies, and for a country
like the Argentine Republic,” even if the appreciation
should not grow more serious than it had been. “ That
the pile of debts has to be paid, principal and interest,
in appreciating money, isa most serious consideration.”
This appreciation, he assures us elsewhere, is not a
phase of cheapening commodities. Were it so, the
increased wealth would show itself in higher wages,
rents and profits, and not in low prices.

Against the *‘ continued pressure on gold” Mr. Giffen
asserts‘that ¢ the only compensation would be a more
extended use of economizing expedients.” He believes
that ¢ such expedients will in fact mitigate and modify
the demand for gold, but the question is to what extent.
And (he remarks) just as I believed in 1872, that they
would not do so to the extent of preventing a fall of
prices, should the supply of gold not increase, so I do
not believe now that they will have a mitigating effect to
any serious extent. The question thus becomes, What
is to be the supply of gold?”

Mr. Giffen here recognizes in the most complete
manner the general truth of the quantity-theory of
money ; and, since he has never, I believe, retracted
the above statements, one is justified in using them
to interpret such of his utterances as apparently imply
a contrary view. Some such present themselves in his
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" chapter entitled “ A Problem in Money.” Yet even
here the general doctrine is clear, recognizing an ulti-
mate dependence of the value of the money unit on
the mass of metal in the form of standard money,
which is entirely sufficient to satisfy the bimetallist
contention.

Mr. Giffen clearly indicates how we must answer the
great question raised by him, What is to be the supply
of gold? Hesays: ¢ The demand for non-monetary
purposes on the annual production is preponderant in
the case of gold, and very large in the case of silver.
About two-thirds of the gold annually produced is
taken for the arts ; and if the consumption of India is

-included, as being either for simple hoarding or for the
arts, and in no case for the purpose of circulating money,
then the demand for gold for non-monetary purposes
appears almost equal to the entire annual production.”
This judgment is equally just and significant.

Mr. Giffen is inexcusably unfair in stating the views
of bimetallists in respect to the quantity-theory and as
to the exchangeability of gold and silver in monetary
service. On neither of these points does the bimetal-
list theory essentially differ from views which he him-
self again and again propounds, He recognizes that,
generally speaking, prices vary inversely as the volume
of fundamental money. He is aware, indeed, that cir-
cumstances may temporarily perturb this relation, and
that it hardly holds at all if currency which involves
the fiat or the credit element is reckoned as money. In
showing that what determines prices is standard money
and not currency, Mr. Giffen has made to monetary
science a genuine and valuable contribution. He is
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quite justified in declaring that the quantity-theory
cannot be truthfully stated in the crisp, absolute phra-
seology so common upon Ricardo’s pages. But all
careful bimetallist writers, like Arendt and Hucks
Gibbs, recognize this as well as he, and the absurd
quantity-theory which he criticises it is quite unfair to
represent as part of the bimetallist creed.

Nor did any bimetallist, I am sure, ever characterize
gold and silver as equally fit for “each and every ” par-
“ticular monetary service. The superiority of gold for
some purposes is admitted by all. Precisely because
gold is better for certain uses ought the nations to let
silver take its place whenever and wherever this is pos-
sible, a result which cannot be compassed so long as
silver is any where denied its old status as money of
ultimate redemption. For instance, what piles of gold
would be liberated were silver legally in condition to
constitute bank reserves.

Mr. Giffen’s statement of government’s function in re-
spect to money sounds very antique. “ A government
should authorize a coinage having the essentials de-
scribed, arrange for the coins to be legal tender and -
receivable in taxes, and for the rest leave the matter
alone.” Even this legislation upon money he seems to
think of as “meddling.” Such & priori dogmatism
has had its day. Instead of declaring beforehand
precisely what governments may and may not do, po-
litical students nowadays say: Let the government
undertake in any matter whatever it is clearly apparent
that the government can do with advantage to the
public. Moreover, thus to assume principles of govern-
mental action which would forbid the rehabilitation of
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silver, is not arguing but begging the question. “ New
occasions teach new duties ” in finance as elsewhere. If
it is best that silver be again made full money in those
parts of the world where it is not so, then governments
should be urged to proceed in that direction whatever
the doctrinaire political philosophy of a past age may
say. ’

Mr. Giffen adoringly reveres Locke as an authority
in money. Why go back so far for light when the
monetary problem in debate is essentially new? Locke *
was a wise man, but he could hardly be expected to
elucidate menetary affairs so different from those of
his time. However, if one will appeal to Locke, let
him read all of Locke. Locke declares that but one
metal can be standard money at a given time and
place. He also declares gold unfit to be this. Sup-
posing him with us now, he would be as certain to re-
call one of these dicta as the other. From his insistence
upon the use of the two precious metals as money, all
the probability is that, to-day, seeing international pacts
of various sorts working successfully and to the enor-
mous advantage of all, he would favor a league of
nations for the free coinage of gold and silver at a
common ratio. In the seventeenth century, mercan-
tilism, national isolation, being at its height, it was
possible to use gold and silver moneys together only
by making one the standard and occasionally rating the
other thereto. Happily a better scheme than this is
now attainable ; or, if it is not attainable, we need
sounder evidence of this than the fact that Locke had
not discovered a better.

Even upon those points where Mr. Giffen is most
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antagonistic to bimetallist principles, he makes ad-
missions fatal to his theory and decisively in favor of
_his opponents. He says it was of themselves, quite
independently of the French mint regulation, that
gold and silver continued almost at the parity of 151
to 1 for the forty years before 1847. If this is true,
bimetallism is certainly feasible. If, without the aid
of any but haphazard legislation, through the unregu-
lated play of supply and demand between the two
metals, their relative value stood so nearly the same
through so long a period, it must, to every unpreju-
diced thinker, seem unquestionable that the careful
arrangement proposed by bimetallists, being entered
into by four or five of the most powerful states, would
for an indefinite time prevent the appearance of any
premium at all on either metal. If, without any
regulation, the parity of 15% to 1 between the metals
was so nearly realized, it could beyond doubt be
realized completely by setting up the additional
steadying influence of wise international regulation.!
That such regulation could be applied, and with effect,
Giffen himself most explicitly admits in discussing the
monetary work of France after 1849. He frankly says
that then gold was kept from becoming so cheap and
silver from becoming so dear as they would have been
if left to themselves, and that this extra steadiness in
their values was due to the mediation of France? It
is clearly Mr. Giffen’s belief in general, that, if an in-
ternational monetary basin can be made so large that
both gold and silver are always plentiful in it, the

1 Including an ad valorem mint charge. See postea, p. 173.
% He attempts to qualify this statement but does not essentially do so.
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principle of bimetallism will work; the legal parity
between the two metals asserts itself and continues.
The necessary safeguard here prescribed scientific bi-
metallism will provide.

Touching the future also Mr. Giffen avows an ex-
pectation the logic of which wholly overthrows his
denial that bimetallism is possible. He expects that
when perverse legislation in the supposed interest of
silver has been relinquished, silver will again, of itself,
as after 1803, assume a well-defined and constant
value-relation to gold. He advances this belief as
some reply to the strong argument for bimetallism
based on the present disordered exchanges between
gold and silver countries. But, if it is reasonable to
look forward toa time when the unregulated influence
of supply and demand shall render the relative value
of gold and silver as steady as it was between 1803 and
1847, wise men have only to be convinced of this to
demand international bimetallism at once. In that
case your monetary treaty has but trifling work to do
at best. If it has any vigor at all, and Mr. Giffen
himself admits that it might have, then it could annul
such trifling departures from the attempted parity as
he thinks appeared between 1820 and 1847, and render
the two metals perfectly steadfast at the appointed
ratio. ‘

It is thus seen that the question whether between
1803 and 1847 the French mintage law had aught of
influence in keeping the value of a gold grain so very
nearly equal to that of 15.5 silver grains, has little more
than an historical interest. With the answer to it bi-
metallists are less concerned than Mr. Giffen. Their
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theory, their cause in no sense or degree depends upon
it. If the French law in particular exerted no in-
fluence, that remarkable steadfastness of the two metals
in relative value must be ascribed to the fortuitous bi-
metallism constituted by the nations, France included,
each by and for itself coining gold or silver or both ;
and I repeat, though it is'perfectly obvious, that if
this was really the cause of such steadfastness, the
nations now need only a common ratio for coinage,
with recognition of both metals as full legal tender, in
order to float the two together for 'a century without
the slightest premium upon either. If the French law
was not the force which then held gold and silver so
close to their legal parity, something else did this; and
that other source of stability, whatever it may have
been, can be re-applied with improvements that shall
render its working complete. To say that a ratio was
all but perfectly kept for 7o years uninfluenced by any
legislative effort directed to that end, yet deny that
such or any ratio could be established even by the most
systematic plan on the part of the great governments, is
an astounding position. '

" But to monetary students the historical interest at-
taching to the French experiment is considerable.
Did the French bimetallic system break down in those
years, as Mr. Giffen alleges? I maintain that it did
not. ' :

It should be remembered that to affirm the incessant
efficiency of the French system is not to lose sight of
co-operative forces, such as the demand for silver in
Germany and India and the demand for gold in Eng-
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land, and, specially after 1834, in Americai What is
asserted is that had these various forms of demand
and supply been in operation without the additional
influence of the French mintage custom, in virtue of
which, in France, gold and silver alike were received
and made into full money at the rate of 155 to 1, the
relative value of the two metals would have varied im-
mensely more than it did. Their oscillations would
then have been such as occurred during the seventeenth
and eighteenth cenutries, and they might have been
considerably greater than then occurred. Bimetallism
does not ignore or supplant the ordinary forces of de-
mand and supply; it simply directs and supplements
these.

If the force of France’s bimetallism was zero during
the yearsin question; if, in other words, nothing but
the unregulated influence of demand and supply was
operating upon gold and silver values, it is thoroughly
inexplicable how the two metals remained so nearly at
the legal ratio. Granting that what Mr. Giffen calls
" the “premium” on gold in these years was really
such, one cannot possibly understand on his hypothe-
sis why that premium was so exceedingly slight instead
of being 10, 20 or 50 times as great.

1. The steadiness cannot have been due to the con-
ditions under which gold and silver were produced.
During the years under survey the product-ratio be-
tween gold and silver varied immensely. Between
1800 and 1810, 50.3 times as many ounces of silver as

1 Except in 1816 and 1817 much gold was coined in the United States
every year before 1834, though the coinage greatlyincreased after the re-
rating of gold to silver that year.
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of gold were taken from the earth. Between 1810 and
1820 this product-ratio was 47.2. Between 1820 and
1830 it was 32.4, and between 1830 and 1840, 29.4.

2. True, the relation of total gold money supply to to-
tal silver money supply was fairly regular in these years,
but Mr. Giffen cannot appeal to that fact, because it
is still a fact. The total monetary supply of the metals
relatively toone another has undergone no more modi-
fication since 1873 than before 1850. If this regularity
in the total supply was what preserved the relative
value so nearly unchanged before 1850, such effect
ought to have continued until now. The alleged cause
remaining, the alleged effect should have remained.
But this has not been the case. The relation in value
which for seventy years no vicissitude could change
sufficiently to awaken the slightest notice thereof on the
part of commerce, gave way at once so soon as there
was doubt whether the Latin Union would continue to
coin legal tender silver.

3. As little can Mr. Giffen gain by referring the al-
most perfect parity between gold and silver at 15.5 to
1 from 1803 to 1850, to the discordant bimetallism of
the various nations. If France be omitted, bimetallism
has been a much more disorderly thing during this
century than it was in the eighteenth. Early this cen-
tury silver production was most fitful, as was, later, the
demand for the metal from India. How perturbing
was the resumption of specie payments in England in
1821, and the degradation of its gold dollar by the
United States in 1834 from % the weight of the silver
dollar to about ¢ of its weight. France herself twice
changed her charge for coinage before 1850. That,
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France aside, eighteenth century bimetallism was su-
perior to nineteenth century bimetallism, Mr. Giffen
himself declares.! Yet the relative values of gold and
silver varied far more during the eighteenth century
than betwene 1803 and 1850.2

Nor does one see how any possible combination of
the phenomena just suggested could have wrought
the effect for whose cause we are searching. It must
be that the French law had influence between 1803 and
1847.

Recur again to the tremendous drop in the gold
price of silver which occurred in and after 1874. Ex-
cept the inoperativeness of the French mint arrange-
ment, no ground for a change in the value-relation
between the metals was at this time present, which
was not at hand in very much greater force at some -
moment or other between 1803 and 1847. At no date
since 1873 has the dissidence in the product-ratio of .
the metals begun to be so great as in those years.
Never until 1881, after the deluge of gold from 1850 on,
were 151 times as many grains of silver as of gold
produced in any year. No year since has the product-
ratio reached 25 to 1. For 1893 it was only 20.254
to 1.> The course of silver production as of gold pro-
duction was vastly less regular from 1803 to 1873
than it has been since 1873. The interruption to
silver mining by the Spanish American Revolution has
had no parallel since. About 1832 the net yearly im-
port of silver into India was nearly zero. It was
thenceforward fairly regular at about $12,500,000 yearly

1 Case Against Bimetallism, p. 20. 3 Ibid, p. 21.
¥ Figured from the Director of the Mint’s estimate of production.
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till 1846; but just at the time when most gold was
pouring into Europe from Australia and California, an
immense and unprecedented demand for silver for the
far Orient arose, nothing like which has had place
since. Itis no wonder that the year 1860 saw no silver
deus coined. What is remarkable is the proof offered
by its standing this terrible strain, that even the then
very imperfect system of bimetallism must have had
‘vast power in steadying the relative value of the precious
metals. By every rule of sound reasoning we are forced
to conclude that it was the refusal of coinage to silver
as full money after 1874 which caused the gold price of
silver to fall, and, by parity of logic, that the presence
before 1847 of the force which was absent after 1873
had a positive and determining effect.

Our author’s error upon this- point proceeds from
his assumption that by 1820 France had lost all her gold.
Were this true his reasoning would be more sound.
A legally bimetallic country from which either metal
has been entirely drained away, of course cannot per-
manently carry on its bimetallic 7»d/e. After that it
tends to affect the relative value of the metals as
would a monometallic land using the cheaper. The
change need not by any means be immediate, because
the legal attitude of the country is equally friendly to
both metals, and its power, through a fortunate con-
dition of the exchanges, to use for distant payments
the gold of a neighboring country, settling there-
fore with produce, might keep up the old szazus quo for
a long time.

But France had not lost all her gold, though she
had lost much. During every one of the years named,
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that is, from 1803 to 1850, considerable sums of gold
as well as of silver were brought to the French mint, a
fact which I prononnce inexplicable unless the princi-
ple of bimetallism was working. People could not
have offered gold at the mint had there been no gold
in France. ‘

The declarations of Chevalier and of certain English
travelers in France during this period, to the effect
that French money was all silver, are too indefinite
" to settle the question. So a Californian upon a
visit East might declare that there was no gold in
New York City but only paper money, or an Eastern
man temporarily in San Francisco really suppose bank
notes to be unused in that city. And there are state-
ments of a contrary tenor, like that of Huskisson, in
1826, a year in which little gold was coined in France.
He said : “ The bulk and basis [of the French currency]
is silver, but there is a considerable proportion of gold.
They both retain their places in circulation without
interfering with each other.””

Nor can gold at this time have borne a premium, in
the proper sense of the word, for, to hoard or to export,
save for the personal use of travelers in lands where
Napoleons were welcome, gold coins would have been
no better than gold bullion, whereas men continually
wished to turn gold bullion into coin and were glad to
pay something in seigniorage for the privilege. They
must have desired to use their gold as currency or as
reserves. : '

For this incessant coinage of gold in France during
that period, Mr. Giffen has no explanation save the

1 H. H. Gibbs, Colloguy on Currency, pp. 46 47. See supra, Intro-
duction, the statement of M. Léon Say.



Giffen on Bimetallism. 173

alleged necessity which a few Frenchmen would be
under of sending small values from place to place,
which could be done most conveniently with gold
coins, Even if this account of the phenomenon
sufficed, the gold demand mentioned would be so far
forth a proof that the bimetallist law was working, be-
cause, as already said, the bimetallist system presup-
poses and takes advantage of all forces whatever which
set up a requirement for either of the two metals. But
Mr. Giffen’s explanation does not suffice. The demand
for gold coins to which he appeals would have been
nearly regular, increasing with the population ; whereas
the actual coinage of gold greatly varied from year to
year, as now. It must have been required for other
purposes.

If my thought is sound, if the French system did
not collapse, if the two metals continued tied together,
so to speak, by France’s bimetallic regulation, how are
wg to explain the phenomenon which appeared regu-
larly from 1820 to 1847, as well as earlier, denominated
by Mr. Giffen a “premium’’ on gold in France?
Careful definition on this point brings to light another
source of error in Mr. Giffen’s reasonings.

This so-called “premium” on gold in France be-
tween 1820 and 1850 was frequently over I per cent.
In 1837 and again in 1847 it was 2y; per cent. On
several other occasions it was at or near 2 per cent.
The average was perhaps about $ per cent. Of this
the French mintage charge in these years, specific, not
ad valorem, and always heavier for silver than for gold,
is the main explanation. From 1803 to 1835 the tariff
for coinage was g francs per kilogram of standard gold,
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3 francs per kilogram of standard silver, making the
“mint-ratio” between the two metals 15.604 to I in-
stead of 15:1, the legal ratio. That is, a kilogram of
standard gold bullion would bring at the mint 3091
francs [3100—g]. To get the same sum by offering
* silver you had to give not 15% kilograms but a little
over 15.69 kilograms. From 1835 until 1850, 15.620
times as much silver (by weight) as of gold was required
to obtain a given number of francs at the mint. From
1850 to 1854 this mint-ratio was 15.586 to 1. In 1854
it was made 15.583 to 1. The figure 15.69 exceeds 15.5
by nearly 114 per cent.; and 15.626 exceeds 15.5 by a
little over % per cent.; so that, unless gold were at a
discount, we should expect the value of gold bullion to
be above the ratio by about 11 per cent. to 1835 and
by about & per cent. after that date. The facts
wonderfully accord with this.

The following table from the appendix of H. H.
Gibbs’s Colloguy on Currency, shows the highest apd
the lowest “ premiums’’ on gold bullion at Paris for
the years specified. -

HIGHEST | LOWEST HIGHEST | LOWEST

YEAR . |PERMILLE | PERMILLE| YEAR |PERMILLE | PERMILLE
1821 12 1834 Iz 4
1822 7 ; 1832 I 4*
1823 12 3% 183 I 9
1824 9 3 1837 12 7%
182 4% par 1838 I 7
182 10 14 1839 10 7
1827 5 1 1840 10 3
1828 10 I 1841 10 32
1829 19 6 1842 12 33
1830 16 [ 1843 14 10
1831 10 2 1844 I 8
1832 20 I 1842 1 9
1833 21 [} 184 18 10
. 1847 21 7
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Comparing, now, the figures of this table with the
mint-ratio, 15.69 to 1835 and 15.626 after that, one
observes that the lowest “ premiums,” % per cent., v
per cent., % per cent., etc., are just about as much
under the mint-ratio as the highest ¢ premiums” are
above. It follows that if the highest are to be viewed
as so many premiums on gold in the sense in which
Giffen uses the term, the lowest are equally premiums
on silver. If this were true, these figures would afford
a beautiful proof of bimetallism, bullion value playing
now just above and now a trifle below the legal ratio
but incessantly forced back thereto. But these varia-
tions from the mint.parity are not to be thus inter.
preted.

We may, to be sure, apply the expression, “ premium "
in this case, and such appellation will do no harm if we
understand what we have a right to mean by it. These
premiums, agios, or whatever one wishes to call them,
were not’ premiums ‘in the sense in which gold is now
‘‘at a premium ” in Russia and was ‘‘at a premium ”
in the United States during our war. They were not
premiums in such a way as to mark the departure of
one metal from the other at the mint-ratio, but were
of an entirely different origin and nature.

These aberrations from the mint-ratio were the signs
of such desire to secure standard money as must now
and then in some fashion show itself under any system
of money whatever; a desire which is revealed from
time to time in every gold-using nation of the world.

“The following statement of the average prices of
gold is taken from a return made by the Bank of
England to the House of Commons [Aug. 18, 1842].
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The ounce of gold—equal 7n weight to £3 17s, 101d.
of ideal coins—was wort/ in

£ s d. £ s d. £ s 4
1827 3 17 6 1832 3 17 o} 1837 3 17
1826 3 17 68 18333 1 of 8% 3 1 of
1829 3 17 9% 1834 3 17 9 1839 3 17 11
1830 3 17 9} 1833 3 17 9 1840 3 17 9}
1831 3 17 10} 1836 3 17 9} 1841 3 17 9

“ Another statement from the same source [App. 8,
Rep. Banks of Issue, 1840] gives four quotations of £3
18s. as the price for 1839. We have, then, the differ-
ence between £3 17s. 6d. and £3 18s.—that is to say,
6d. per oz., close to 4 per cent.—as the range of fluc-
tuation in the price of gold as measured by the English
Gold Standard.” Since the Bank Act of 1844, making
it the banker’s duty to pay £3 17s. 9d. per oz.standard
for bullion, the remaining 3 halfpence going to defray
cost of coinage, the price of bullion a¢ ¢4e Bank has not
changed, though “ at any other place the question of use
in that place, or of transportation to another place
may give it a different value!

“ If gold in England, the home of the Gold Standard,
moved within a range of % per cent. as measured in gold
itself the wonder is that it remained in France, meas-
ured in silver, as near 15} as it did; and the premium
in Paris between 1820 and 1850 is thus transformed
into anargument for silver and for laws that keep gold
and silver in harness.” *

Each year and sometimes twice and thl‘lCC within a
year, London exchange in New York reaches the

1 Horton, The Silver Pound, pp. 6o, 61.
2 [bid, p. 212.
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“gold point.”” That is, a merchant in New York ow-
ing a sum in London payable in sterling (gold), that
he may avoid the actual shipment of gold, is willing to
give for -exchange, in New York, a quantity of gold
greater than is contained in the number of pounds ster-
ling which are actually to be paid by him in London
One may, if one will, call this paying a * premium " on
gold. If exchange stays at any time at gold point,
gold is actually shipped, when the freight and insurance
may be considered as another form of premium on gold.
Again, the Bank of England pays in its way a premium
on gold whenever that metal is thought to be too
scarce in London. This premium takes the form of an
elevated rate of discount. So, too, the Bank of France
charges, under the very name of ‘‘ prime,”’ a premium
for the withdrawal of gold from its vaults for the purpose
of exportation. And lastly, in any locality in the
world, be gold in general never so plenty there, a local
and temporary scarcity of it may arise, in the midst of
‘which, if any one wishes gold for any special purpose,
he must give more than a dollar to get a dollar. Pay-
ing an agio on paper money over the very’gold on
which it is based is not infrequent.

In none of these cases, however, does the premium
imply any derangement in the money system where it
arises. In none of them does it signify what the pre-
mium on gold at present in Italy implies there. It
does not mean that any part of the standard money
has vanished out of the system, that the currency of
the nation has gone over to a new basis. In his inter-

“pretation of the French gold agios of which he makes
so much, Mr. Giffen, I am persuaded, is entirely in
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error. In the sense which he attaches to the term,
gold did not attain a ““ premium” in France after 1803.

Agiosupon silver occurred as well as agios upon gold,
often in the same months. Agios were not seldom
realized upon gold during the very years when most
gold came to the mint. That gold then tended to be
scarce none doubt. That after 1820 less of it than of
silver was in circulation is certain. But that it had
left the circulation or “risen to a premium’ in the
sense of having swerved from its legal parity with sil-
ver is a mistake. _

The fact is that an agio upon a precious metal in
any land is no just criterion of its scarcity, still less a
proof of its having ceased to circulate. When a prec-
ious metal bears an agio here or there in a bimetallic
country, one cannot add this to the legal ratio and then
truthfully declare as a general fact that the market
price of the metal has risen above the legal price.

Mr. Giffen presumably would not argue against bi-
metallism so earnestly, had he not in mind some
counter theory seeming to him superior to that urged
by bimetallists. Minimize them as he may, he dare
not and does not deny the evils which bimetallists be-
wail. What method does he suggest for dealing with
these? Virtually this: Let gold prices, that of silver
inclnded, find their level. The woe of the descent will
soon end, when monetary affairs will be prosperous
again. This expectation I consider wholly delusive.

Our author does not confuse low prices with a fall
of prices as all American monometallists do. He sees
clearly that the fall of prices is what in any case causes
ruin, not the lowness of the prices after they have fal-
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len. His teaching is that while during its progress a
general fall of prices, however caused, is always unfor-
tunate, and while the effects of such a fall may be
grievous and continue long, yet that, when attained, a
low range of prices, considered apart from all the
causes which made it low and from the entire process
by which it became low, is as desirable as a high
range.

This theorem is so nearly true that if Mr. Giffen did
nothing but maintain itin the abstract, not putting it
forward as applicable to the world’s present monetary
case, few would argue with him. Could we foresee a
speedy end to the prevalent fall of prices; could we
look forward to a proximate time when a new level of
prices would be reached, and all the vestiges of men’s
bloody journey thereto wiped out and forgotten, agi-
tators forsilver full money would be few. The question
whether, when arrived at, the new range of prices would
be the most steady one possible, would still be very
important, but not many would think it vital. It
might easily be shown that, strictly, low general prices
are not so advantageous as high, since they presuppose
a smaller volume of - standard money, which must
render the money unit more liable to fluctuations in
value from increments and decrements in the total
stock. Very low prices might also involve inconvenient
and costly smallness in coins. Moreover, provided gold
and silver money can be effectively shored together
into a single volume, the unit of value in such a system
would be less changeful than in a monometallic system
even if the whole metal-money volume had the same
bulk in both cases, since fluctuations in each of the
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two metals at one and the same time are less probable
than in one alone. I, however, waive consideration
of these mattersin order to touch some whlch are more
weighty.

Mr. Giffen is mistaken in imagining that any drop
in general prices can, as men do business now, be a
short-lived evil. The fall in itself might indeed be
temporary. A new plane of prices might be established
in a few yearsor even months. But the train of bitter
consequences would be long. It is estimated that a
trillion and a half dollars’ worth of time contracts are
now outstanding, and that seventy per cent. of the
world’s commercial transactions are based right along,
in some manner, upon deferred payments or credit.
Such facts, far from rendering it unimportant whether
the volume of standard money is large or small [range
of prices high or low], make this a far more vital
question than it would otherwise be. The slightest
drop inaverage prices [increase in the value of money],
however soon ended so far as indicated by prices hav-
ing assumed a new level, would continue to entail dis-
astrous effects till the last cent of the indebtedness
outstanding when it occurred had been cancelled.

Mr. Giffen’s deepest error, after all, consists in sup-
posing that a new level of prices in the gold-using world
is attainable soon or ever without the rehabilitation of .
silver as full money. I believe that his policy, could
it prevail, would place the business of Europe and
North America on an eternal down-grade of prices.
What isnow going on is not a simple halving of the
money in one independent price-world. Were that the
case, after the agony was over, the money supply com-
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ing to have the same relation to money demand as be-
fore, monetary order and peace would be re-established.
But in fact we are finding it impossible to sever the
gold price-world from the price-world at large. The
gold nations are not the old price-world of 1870
changed over. They are a new price-world partly yet
very imperfectly carved out of the old. Prices in this
embryo world do not-depend alone upon the relation
of gold to commodities in this new world itself. The
gold prices of all commodities that enter into interna-
tional trade, and, indirectly, to some extent, all gold
prices, are powerfully affected, not to say positively
determined by the silver prices of similar articles.

This is well explained by Mr. G. Jamieson in an
article in the Journal of the Royal Statistical Society,
London, for December, 1893. ~ He writes :

“One would be disposed to say a priori that the
larger market would rule, and that the gold price
would remain steady, leaving the adjustment to be
made on the other side. In that case the silver price
in China [or India] must rise.

“ But it does not appear to be so. It is, I believe, a
well-known fact in the commercial world that it is
much easier to lower prices than to raise them. If you
can afford to go down a halfpenny, a bargain is much
more easily struck than if you are bound to stand out
for a rise of a halfpenny. It would seem then to be a
general rule that adjustments following on a fall of
exchange are always made along the line of least resist-
ance, and that therefore it is not the. China price that
rises, but the London price that falls. Merchants
operating on the usual principles find it easierto buy
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Asiatic’ produce at the old prices and sell it in London
at a concession, than to stand out for old prices at
home in order to be able to pay more to the producer.

“ From this point of view, it is really silver that rules
the world; it is the purchasing power of the cheaper
metal that determines the price all over. Justasina
bimetallic country, the cheaper metal will drive out the
dearer toward her monometallic’ neighbors, so, as be-
tween countries of different standards, will the prices
prevailing in the country of the cheaper metal drag
down prices all over to their own level. And, reason-
ing forward from the experience of the past, it would
not perhaps be too rash to conclude that the prices of
commodities in Europe, so far as these can be drawn in
any fair quantity from silver-using countries, must con-
tinue to decline with every further fall in silver.”

With this man-of-business view accords exactly the
conclusion to which Professor Shield Nicholson has
arrived in a purely theoretical way.!! He makes it
extremely probable from & priori considerations that
even when silver actually falls in value, as it probably
did somewhat during 1893, and falls in consequence of
some cause directly affecting itself only and not in the
first instance reaching gold at all, the gold prices of in-
ternational commodities are still determined by their
silver prices.

This affords an interesting outlook. Were silver
again standard money everywhere the demand for it
would be so great that its marginal cost and so its
value in the world’s trade would not fall but probably

1 Economic Journal, March, 1894, p. 59 seg.
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rise, prices in silver falling to correspond; but if silver
continues to be full money in the silver lands only, ex-
cluding India, the demand for it can all be met at
such a marginal cost as will permit the gold price of

silver to fall and prices in silver lands to rise, slowly,-

for an indefinite time if not forever. If Mr. Jamieson
is right in believing “ that the prices of commodities
in Europe, so far as these can be drawn in any fair
quantity from silver-using countries, must continue to
decline with every further fall in silver,” the anticipa-
tion harbored by Mr. Giffen that the fall of prices now
upon us will speedily end and exchange-facilities be-
tween Europe and the East soon be restored to the per-
fection they had before’ 1873, is an illusion of the first
magnitude. Indeed, that it is so could be shown
independently of all considerations touching silver
countries, by reviewing the statistical position of gold
itself. The preciousness of this metal through military
and other hoarding will drive more and more nations to
paper money, whose depreciation, acting as a premium
on exportation from these to gold countries, must de-
press in these latter the prices of international com-
modities and to some extent all prices. To this
process absolutely no end can be foreseen if silver con-
tinues under ban. If gold alone abides as full money
in the West, let us this once implicitly believe Mr.
Giffen, “then we may have a long continued fall of
prices from generation to generation, and this will
probably have very great effects as time goes on.”
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