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PREFACE.

Ix preparing

this

a descriptive

essay on the past

volume,

I have

attempted

aml present

to write
monetary

systems of the world, the materials employed to make
money, tile regulations under which tlle coins are struck
and issued, the natural

laws which govern their circula-

tion, the several modes in which they may be replaced
by tile use of paper documents, and finally, tile method
in which the use of money is immensely economized by
the cheque and clearing system now being extended and
perfected.
This is not a book upo_ the currency question, as
that question is so often discussed in England.
I have
only a little to say about the ]3ank Charter
upon that, and other mysteries
refer my readers to the admirable

Act, and

of the money market,
essay of _fr. ]3agehot

I

vi
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on "Lombard
Street," to which this book may perhap_
serve as an introduction.

There
entering

is much
upon

to be learnt

fllose abstruse

about

money

before

questions,

wMch

barely

admit of decided answers.
In studyh_g a language, we
l)cgin with the grammar before we try to read or write.
In mathematics,

we practice

ourselves

in simple arith-

metic before we proceed to tile subtleties of algebra and
the differential calculus.
But it is _he gr,_vc misfortune
of the moral and politicM sciences, as well shown by
Mr. Herbert Spencer, in his " Study of Sociology," that
they are continuMly discussed by _hose who have never
laboured

at

the

elementary

grammar

or the

simple

arithmetic
of the subject.
Hence the extraordinary
schemes and fallacies every now and then put forth.
Currency
squaring

is to the

of the

circle

science

of economy

is to geometry,

_hat

the

or perpetuM

motion to mechanics.
If there were a writer on Cm'rency
possessing some of the humom, and learning of the late
Professor I)e _Iorgan, he coald easily produce
of Currency Paradoxes

a ]3udget

more than rivalling De ]_[organ's

C_rele-Squaring Paradoxes.
There are men who spend
their time and fortunes in endeavouring to convince a
dull worm that 1)ovcrty can be abolished

by the issue of

I'nt_I,',teE.
printed bits of paper.
Lhat exchequer
humanity.

I tmow one gentleman

bills are the

panacea

Other philanthropists

_ich 1)y coining tile national
_he e;mntry,

vii

or coining

who holds

for the

evils of

wish to make us all

debt, or coining the hinds of

everything.

Another

class of

persons have long been indignant that, in this age of
h'ee trade, the Mint price of gold should still remMn
arbitrarily fixed by statute.
A member of Parliament
lately discovered a new grievance, and made his repntagion by agitating against the oppress're restrictions
on
ghe coinage of sih'er at the Nint.
No wonder so many
people are paupers when there is a deficiency of shillings
and sixpences, and when the amount merely of the rates
and taxes pMd in a year exceeds the whole sum of money
circulating in the kingdom.
The subject of money as a whole is a very extensire
one, and
library,

tile

literature

l_Iany changes

of it would fill a very great
are now taking

place

in the

currencies of the world, and important
inquiries have
been lately institut_,d concerning the best mode of constituting the circulating medium.
The information on
the snl_jeet stored up in evidence gdven before Government
Commissions,

in reports

or in researches
quite appalling

of International

and writings
in extent.

of private

Conferences,
individuals,

is

I_ has been my purp_se

%

viii

I'I_EraC_C.

extract

from this mass of literature

seem to be generally

interesting

just such facts as

and useful

in enabling

the public to come to some conclusion upon many
currency questions whieh press for solution.
Shall we
count in pounds, or dollars, or ti'anes, or marks ? Shall
we have gold or sih, er, or gold a lid silver, as the measure
of value?
Shall we employ a paper currency
metallic one? How long shall we in England
our gold coinage

to degenerate

in weight ?

or a
allow

ShM1 we

reeoin it at the expense of the St'_ie or of the unlucky
individuals who happen to hold light sovereigns ?
In America

the questions

are still more important

and pressing, involving the return to specie payments,
the future regulation of the paper currency, its partial
replacement
by coin, and the exact size and character
of the

American

dollar, regarded

in relation

to inter-

national currency.
Germanyis in the midst of a great,
and probably a sound and successful, reorganization
of
_he em'reney, both metallic
great

and paper.

In France

the

debate Ul:On the double versus the single standard

is hardly yet terminated, and active measures are being
taken to place the paper issues on a convertible basis.
Among

the other

countries

of Europe--Italy,

Austria,

Holland, Belgimn, Switzerland, file Scandina_-ian kingdoms and II,ussia--there
is hard] 7 one which is not at

PREFACE.

present

reforming

or is discussing
task.

its em'rency,
the proper

IX

or has lately

done so,

mefllod of attempting

the

As regards all such changes, we should remember

that h_ the present we are ever moulding the future, and
that "_.world-wide system of international
money, though
it may seem impracticable
at the moment, is an object
at which all those should aim who wish to leave the
world better than they found it.
I wish to acknowledge the assistance

which I have de-

rived from the works of _Ir. Seyd, especially
on "Bullion and the Foreign Exchanges,"

his treatise
fl'om Pro-

fessor Sumner's "History of the American
l_I. Chevalier's
work "La
_Ionnaie,"
_I.

Currency,"
Wolowski's

various important public_ions
vMuable articles in the,lo_u'_d

upon money, and man,,
des 1.;coJ.,._i:#,s.
I must

express

bankers

my thanks

for information
especially

to many

and assistance

to Mr. John

I_Ir. _oberts,
ttelm.

_[ills,

and

gentlemen

kindly rendered
Mr. T. It.

to me,

Wilkinson,

the chemist of the Itoyal Mint, and _h'. E.

I should also like to take this opportunity of thanking those gentlemen who have fl'om time to time sent
me documents
of money,

and publications

which

have

proved

bearing upon the subject
very

valuable.

I m;_y

PREFACE.

X

mention

especially

concerning

a series of reports

the American

and

min_ and currency

doemnents
received

through the kindness of the I)h'ector of the l_lint, and of
Mr. Walker and Mr. E. Dubois.

I am much indebted to _[r. W. II. Brewer, M.A., for
earethlly reading the whole of the proofs, and to Prolessor T. E. Cliffe Leslie, Mr. 1L H. Inglis Palgrave,
and Mr. Frederick Hemh'iks for examining partieul_.
portions.
_Lt!/

31,_t, 1S75.

CO.NTENTS.
CIIAPTEI_

I.

IJAIITEI_.

Want (d"(_oincldenev in ]_artcr
_.Vallt

Of a _]_cast|rt_

............

of ¥[t]llC

3

............

Want of Mcan_ of Subdivi_-ion

5

............

CIIAPTEI%

6

If.

FXCIIANGE.

Utility and Yahm nre trot Intrinsic
Yaluc expresses ltatio of Exc'lmnge

............
.........

CHAPTER
TIIE

A Standard ,d_Value
A St',n'c of Value
Scpar:_tion of Functions

FUNCTIONS

'3
10

II[.
OF

MONEY.

...............
...............
...............

14
15
1(;

CIIAI'TER
]':A1H,X

IIISTOIIY

11".
OF

3IONE¥.

Currency in the ]hinting State
............
Currency in the Pastoral State
............
Articles of Ornament as Currency
.........
Currency in the Agricultural
State
.........
Manufactured and Miscellaneous Articles as Currency

...

19
2l
24
25
27

xii

CONTENTS.

CIIAPTER
QUALITIES
1. Utility
and
'2. ]'ortaLility
3. Imlestr

"Value

OF

3IATEIIIAL

MONEY.
rA _,E
"_'2
3t

•..............

36

...............
.................

37
38

...............

38

of'Valu_

7. CoglJzability

• .................

40

CIIAPTER
TIIE
h'on

OF

...............
• ..............

uctibilit:;

-1. llomogencity
5. Divisibility
6. Stability

THE

V.

METALS

VI.

AS 3IONEY.

....................

Lead

{3

....................

Lli

'fia
.....................
Copper
.....................

_tt
_15

Sih'cr
Gold
l'latiumn

...................
.....................
..................

46
"17
-IS

Nickel

.....................

49

Other

3Ictals

..................

_klltLvs of 3Ictal_

5t

..................

51

CIIAPTER

VII.

COINS.
The Invention
of Coinin_
What is a Coin ?
..................
Various

]J'orllls

............

55
57

(if Coill8 ...............

The Best Form for Coins
..............
Coins as Works of Art
..............
Itistorical
<',,ins
•..
...
. .....
The, B%val Attrilmt(,
or" Coinin_
............

57
59
62
**°

...

_o
6;/

j

CONTENTS.

CHAPTER
TIIE

PI{INCIPLES

xiii

VIII.
OF

The Standard Unit of Value

CIRCI'LATION.

............

(!,An, Money of Ace(rant,
aud I-nit of Value
Standard
aml Token Mont.y ...............
Metallb
and Nomimd
Values of C(Ans
........
Legtfl Temler
Tile Force of ILtbit
G_esham's
L:_w
Extension

..................
itJ th{: Circulatiol_
..................

of Gresham's

Law

of 3Iu'.'cy

Curren('y

1)y Weight

Legal

IX.

Temh:r

_8

............
............
............

Gold

English
English

Silver Coin
Ih'onzc Coin

])ciieien(.y

Coin

of' Weight

Withdrawal
of Light
Supply of Gold Coin
Supply of Silw,r
The tb)yal Mint

92
{}{;
98

...............

ENGLIStI

Englk-h

31ONEY.

...............

101

CHAPTER
TtIE

76
78
8(I

......

8t

METALL1C

OF

Unrestricted
Currency
})v Talc
Sin;it
Legal 'fender
S)_tem
Bhdtilde
l,cmd Te].hr
System
t't)mpo_it(:

70
74
75

............

CIIAPTER
SYSTEM,S

67
......

SYSTEM

OF

X.
METALLIC

CUIIlIENCY.

.............

105

................
...............

10_
110

of the I:nglieh
Goh]

Gold

Coin ...........
..............

Coin
...............
..................

Coin

......

] 11
113
115
]IS
12;_

xi V

CONTENTS,

CHAPTER
FRACI'IONAI_

XI.
CURRENCY.
PAGE

Equivahmt
Weights
.f the, Principal
Bilhm Coin
..................
Comp(}site
Coin
..................
Bronze Chin
..................
]Pmgli_h l;ronze
Coin
Weight
,}f the Cm'renev ...
Niekcl_

3hulganc.-_c,

Metals

.........

123
125
127
12S
129
130

...............

Aluminium,

and o_hcr

CtIAPTER
TIIE BXTTLE

OF

Metals

and

Alloys

...

132

XII.
TIIE

STANDAP[DS.

The Dmtl,le Stamlard
...............
Coml}{ nsat(_ry Action
...............
The I)emonvtizati,m
of Sih'cr

............

15'_;
139
M0

I}isadvantages
,_f'th{, l}oubh_ Standard
The Mom, tary Systems of the World

.........
............

1-13
1t7

CHAPTEIT_
TECIIXICAL
]hc

All.y

m Coins

MATTERS

X[II.

_ELkTING

TO

COINAGE.

..............

15l

The Size (*f Coins
..................
']'he Wear o[ C_}ins
...............
Methods

of Cmmting

Cost of the Metallic

Coins
( umeney

12'5
15{_

...............

161

............

108

CI-L._PTE R XIV.
INTEIINATIONAL

3IONEY.

Advantages
of lntvrnalional
3Ioncy
. .....
]}isadvantagcs
of Interuati(mal
31oney
•........
(?onttiet of 3I,metary
Systems
...
"'"

...
. ....

...

167
16',}
171

CONTE_NTS.

international

Monehtry

XV

Negotiations

.........

] 72

Deeimalization
of English
Mom:y
............
The Futurt_' American
Dollar
............

] 75
] 78

German

Monet_try

18¢)

Systems

of' Fractimml

Final

Selection

iteform

...............

M.ne

of the Unit

...........

1SI

of International

Money

CHAPTER
THE
Progressive

Developmclit

OF

......

190

EXCtIAN(;E.

of the :Methods
...............
System

18t

XV.

_ME(IIANIS.M

]tepr,_s_,ntativc
Money
Che_luc and Clcaril_g

. .....

of Exchange

]91
192

............

CttAPTER

XVI.

12EPRE SENTATIYE

MONEY.

]':ar]y History
of _el,rescntative
Money
i/eitsons
for the l',-c of l/cpresentativc
.Mon,.y
Ineonvenienet_
of Metallic
Money
............

.........

].96
1!_9
2Oil

......

The Y_eight of Currency
...............
Saving
of Interest
..................

202
203

CIIAPTER
T_E
Specific

NATUF_E
Deposit

AND

Warrant

YARIETIES

XVII.
OF

Promissory
Nott.s
of the Circulation

NOTES.

............

General
Deposit
W_rrant
...............
Difference
Between
a Sl,(eial
and a General
Pecuniary
Principles

PROMISSOIIY

...............
of Representative

207
Promisu
Money

...

208
209

...

212
2t4

XVI

CONTENTS.

3IETtlODS
1. Simple

OF

Deposit

CHAPTER

XVIII.

P_EGULATING

A P3.PER

PAGE
221

...............

2. Partial
Deposit
)
3. Minimmn
Leserv(_

...............
............

4. Proportional
l_eserve
5. Maximum
Issue
6. Elastic Limit
7. Documentary

CUPdI_ENCY.

o22
223

...............
..............

223
225

..............
...........

Ileserve

2'26
227

8.
9.
10.
ll.

/leal I'rolmrty
ll_cserve
...............
llegnlation
by the Foreign
Exchan::es
]_ree Issue System
..............
The (;ehl Par Method
.........
12. Convertil)ility
by llevcnue
l'ayme,.:ts
13. Deferred
Convertibility
"...........
1t.
Over
Want

Inconvertible

I'a

,or 5Iolmy

Issue of Paper Money
of Elasticity
of I'aper

' ...........

23t
235
236

CIHH) IT
el' Credit

]ktlfi_-nolcs
.................
(qleques
.................
Bills of Exehange
...
lnterest-bearin,.,
Doeum(. ni_
1)cfinition
of Money

t3,001{ CREDIT

X!X.

DOCU3IENTS.
............

E'I:)
23'o
2t0

............
............

244
245
2:I8

' ........

,.....

CHAPTE

Single If'ink System
System of Tw. ]_,anl_s

231
232
233

.........

' ...........
3Ioney
-...........

(_HAI'TEI{

_lt:astlrelllellt

228
229
230

......

AND

TIIE

[l, XX.
/3,iNKING

.........

SrSTE2,I,
, .....

"'

•........

252
25t

CO_TE._S.

x¥ii

Complex Bank System
...........
Branch Bank System
...............
]lank Agency System
...............
London Agency System
............
Country Clearing System
............
CHAPTER
THE

255
257
259
2c,!)
2(;0
XX[.

CLEAI_ING-ttCUSE

SYSTE,_I.

Transaction of Business at tile London Clearing IIouse
Manchester Clearing House
...........
New York Clearing House
.............
Extension of the Clearing System
.........
Advantages of the Cheque and Clearing System .........
]h'oportion of Cash Payments
............
Cases to which the Clearing System is inapplicable
CtIAPTEt_
THE

BANK,

I_elation of the Cheque Bank to ether Banks
......
The Cl_eque Bank as a Monetary Agent
.........
I'ayment of Wages 1)y Clmqnes
............
The Cheque Bank as a Savings Bank
.........
I_esults of the Chcclue Bank System
.........

CHAPTER

¢_fFtu'(:d_'n Bankers

291
293
2t_5
296
2:)s

XXIII.
OF EXCHANCE.

Origin and Nature of Bills _,f Exchange
Trade in Foreign Bills
...............
The World's Clearing" House ...............
Centralizati,m of Financial Transactions
Representation

......

265
2(;'9
27s
279
2._3
285
2S7

XXII.

CIIEQUE

FOF,EIGN BILLS

......

.........

i1_ L_u_(i,m ......

in I.rm(1.n

.......

300
302
30:/
;105
";07

..°

XVIII

CONTENTS.
CIIAPTER

XXIV.

TIIE BANK OF ENGLAND AND TIIE

_IONEY M.ARI_E'I'.
I'A C,I:

Expansion of Trade
...............
Coml,:ti(ion of Bankers
...............
The ]tank Charter Act of 1S H
...........
The Frce-baukin,, School
................

310
311
312
314
314
317
319
320
322

Possibility of Over-issue
............
)
.
The ltight of Coining Lank-u()tc,s
............
Scotch and Engli,_h Banldn,g
..........
Cash ]lescrves of llankcrs
Remedy for the Sensitiveness of the Money Market ......

CHAPTER

XXV.

A TABULAR STANDAB.D OF VALUE°
Corn Rents
A Multiple Le-al

Tender
......
...............
LowCs Proposed 'l'abh_ of t_eference
.........
l'ouhtt Scrope's Tabular Standard of Tah'.c
.........
l)ilticulties of the Scheme
............
CHAPTER
TtIE

XXVI.

QU_kNTITY OF MONEY NEEDED

Q_mntity of Work to be dOllC })y Money
l':l_eiency of the Currency
..........
l,:]t]:cts of the Cheque and Clearin_ Svste_n
Conclusion
..................
INDEX

...

..................

326
327
328
329
331

_¥

A NATION.

......

"'"
.....

335
33G
337
340
343

MONEY
AXD

TLIE

MECItAXISM

CHAPTE_

OF

]{XCIcKkNC-E.

I.

BARTER.
So_m years since, Mademoiselle Z_lie, a singer of the
Th6_re Lyrique at Paris, made a professional tour round
the world, and gave a concert in the Society Islands.
in exchange for an air from !Vorma and a few other
songs, she was to receive a flfird part of the receipts.
When counted, her share was found to consist of three
pigs, twenty-three
fro'keys, forty-four
chickens,
ilve
thousand cocoa-nuts, besides considerable quantities 02
bananas, lemons, and oranges.
At flle Halle in Paris,
as the prima donna remarks in her lively letter, prin%d
by M. Wolowski, tiffs amouni of live stock and vegetables
might have brought, four thousand francs, which would
have been good remuneration
mr five songs.
In the
Society Islands, however, pieces of money were very
scarce;
and as _fademoise]le cou]d no_ consume any

eonsiderMJe

portion

of the receipts

herself,

it became

necessary in the mean time to feed the pigs and poult W
with the fruit.
When Mr. Wallace was {ravdling
in {he _lalay
Arehil_elago, lie seems to have suffered rather from the
scarcity than the superabundance
of provisions,
h_ his
most interesting account of his travels, lie tells us that
in some of the islands, where there was no proper
currency, he could not procure supplies for dinner without a special bargain and much chaffering upon each
occasion.
If the vendor of iish or other coveted eatables
did not meet with the sort of exchange desired, be would
pass on, and Mr. Wallace and his party had to go without
{heir dinner.
It therefore became _'ery desirable to keep
on hand a supply of articles, such '_s knives, pieces of
cloth, arrack, or sago cakes, to multiply the chance that
one or other article would suit the trinerant merchant.
In modern civilized society the inconveniences of the
primitive method of exchange are wholly unknown, and
might almost seem to be imagina W. Accustomed from
our earliest years to {he use of money, we are unconscious
of the inestimable
benefits which it confers upon us;
and only when we recur to altogether different st'_tes
of society can we realize the ditficulties which arise in
its absence.
It is even surprishlg to be reminded tha_
barter is actual]y the sole method of commerce among
many uncivilized races.
There is something absm'dly
incongruous
in the fact that a joint-stock
company,
called " The African I_arter Company, Limited," exists
in London, which carri,.<_ on its transactions
upon the
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West Coas_ of Aft'tea entirely by bartering
European
manufactures
for palm oil, gold dust, ivory, cotton,
coffee, gum, and other raw produce.
The earliest form of exchange must have consisted
in giving what was not wanted directly for that which
was wanted.
This simple traffic we call barter or tr_ck,
the French tree, and distinguish it from sale and purchase in which one of the articles exchanged is intended
to be held only for a short time, until it is parted witb
in s, second act of exchange.
The object which thus
temporarily intervenes in sale and purchase is money.
At ilrst sight i_ might seem that the use of money only
doubles the trouble, by making two exchanges necessary
where one was sufficient;
but g slight analysis'of
the
difficulties inherent
in simple barter shows that the
balance of trouble lies quite in the opposite direction.
Only by such an analysis can we become aware that
money performs not merely one service to us, bnt several
different services, each indispensable.
Modern society
could not exist in its present complex form without the
means which money constitutes
and contracting for commodities

of valuing, distributing,
of various kinds.

llSutt of CoMcidc_zce in l_o'tcr.
The first difficulty in barter is to find two persons
whose disposable possessions nmtually suit each other's
wants.
There may be many people wanting, and many
possessing those things wanted; but to allow of an act
of barter, there must be a double coincidence, which
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will rarely happen.
A hun_er having term'ned
fl'om
a successful chase has plenty of game, and may want
arms and ammunition to renew the chase.
]_ut those
who have arms may happen to be well supplied with
game, so that no dh'ect exchange is possible. In civilized
society the owner of a house may find it unsuitable, and
may have his eye upon another house exactly fitted to
his needs. :But even if the owner of this second house
wishes to part with it at all, it is exceedingly unlikely
that he will exactly reciprocate the feelings of' the first
owner, and wish to barter houses.
Sellers and purchasers ean only be made to fit by the use of some
commodity, some v_archa_dise baucdc, as the French
call i_; which ,all are willing to receive for a time, so
that what is obtained by sale in one ease, may be used
in purchase in another.
This eommon commodity is
called a v_edium q/cxcha_,gc, because it forms a third or
intermediate term in all acts of commerce.
Within the last few years a curious attempt has been
made to revive the practice of barter by the circulation of advertisements.
The Exchange a_,d 3lart is a
newspaper which devotes itself to making known all
the odd property which its advertisers are willing to
give for some coveted article.
One person has some old
coins and a bicycle, and wants to barter them for a good
concertina.
A young lady desires to possess " _Iiddlemarch," and offers a _'ariety of old songs, of which she
has become th'ed.
Judging from the size and circulation of the paper, and the way in which its scheme has
been imitated by some other weekly l?apers, we must
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assume that the offers are sometimes accepted, and that
ttle printing press can bring about, in some degree, the
double coincidence necessary to an act of barter.
l_'a_zt of a Measure of V.h_e.
A second difficulty arises in barter.

At what rate is

any exchange to be made?
If a cer[ain quantity of
beef be given for a certain quantity of corn, and in like
manner corn be exchanged for cheese, and cheese for
eggs, and eggs for flax, and so on, still the question will
arise--How
much beef for how much flax, or how much
of any one commodity for a given quantity of another ?
In a state of barter the price-eurren_ list would be a
most complicated document, for each commodity would
have to be quoted in terms of every other eommoditT,
or else complicated rule-of-three
sums would become
necessary.
Between one hundred articles there must
exist no less than 4950 possible ratios of exchange, and
all these ratios must be carefully adjusted so as to be
consistent with each other, else _he acute trader will be
able to profit by buying from some and selling _o others.
All such trouble is avoided if any one commodity be
chosen, and its ratio of exchange with each other commodity be quoted. Knowing how much corn is to be
bought for a pound of silver, and also how nmch flax
for the same quantity of silver, we learn without further
_roable how much corn exchanges for so much flax. The
chosen commodity becomes a common de_zombtator or co,it.
mort measure (f vah_c, in terms of which we estimate tLe
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values of all other goods, so tha_ their
capable of the most easy comparison,

values

become

ll'a_t of llIea_s of S_tbdhqsion,
A third but it may be a minor inconvenience of bar_er
arises fl'om the impossibility
of dividing many kinds of
goods. A store of corn, a bag of gold dust, a carcase of
meat, may be portioned out, and more or less may be given
in exchange for what is wanted.
]3ut the tailor, as we
are reminded in several treatises on political economy,
may have a coat ready fo exchange, but i_ much exceeds
in value the bread which he wishes to get from the
b_tker, or the meat from _he butcher.
He cannot cut
the coat up without destroying the value of his handiwork. It is obvious that lie needs some medimn of exchange, into which he can temporarily convei% the coat,
so that he may give a part of its value for bread, and
other parts for meat, fuel, ant daily necessaries, retaining perhaps a portion for future use. Further illustration is needless; for it is obvious that we need a means
of dividing and distributing
value according fo our
varying requh'ements.
In the present day barter still goes on in some
cases, even in the most advanced commercial cotmtries,
but only when its inconveniences
are not experienced.
Domestic servants receive par_ of their wages in board
and lodging : the farm labourer may partially receive payment in eider, or barley, or the use of a piece of land.
it has always been usual

for the miller to be paid by a
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i_!oortion of the corn which he grinds.
The truck or barter
,isystem, by which workmen took their wages in-kind,
has hardly yet been extinguished in some parts of England.
Pieces of land are occasionally exchanged by
adjoining
landowners;
but all these are comparatively
i:ifrifling cases.
In almost all acts of exchange money
:now intervenes in one w_y or other, and even when i_
does
not pass from hand to hand, it serves as the
measure by which the amounts given and received are
estimated.
Commerce begins with barter, and in a
certain sense it returns to barter ; but the last form of
barter, as we shall see, is very different from the first
form.
By far the greater pal_ of commercial payments
are made at the present day in England apparently
without the aid of metallic money ; but they are readily
adjusted, because money acts as the common denominator, and what is bought in one direction is balanced
off against what is sold in another dh'ection.

CHAPTEE

II.

EXCtIANGE.

_IONEYiS the measure and standard
of value and the
medium of exchange, yet it is not necessary that I
should enter upon more than a very brief discussion
concerning the nature of value, and the advantage of
exchange.
Every one must allow that the exchange of
commodities depends upon the obvious principle that
each of ore" wants taken separately requires a limited
quantity of some article fo produce satisfaction.
Hence
as each want becomes fully satiated, our desire, as Senior
so well remarked, is for variety, that is, for the satisfaction of some other want.
The man who is suplflied
daily with three pounds of bread, will not desh'e more
bread; but he will have a strong inclination for beef,
and tea, and alcohol.
If he happen to meet with a
person who has plenty of beef but no bread, each will
give that which is less desired for that which is more
desired.
Exchange has been called the barter of the
s_q_eTJhw_tsfor the necessary, and this definition will
be correct if we state it as the barter of the co_parat_vdy
SUl_crfl_,ms._r the com))_lr_lt'_rd/!w_cessarp.
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It is impossible, indeed, to decide exactly how much
bread, or beef, or tea, or how many coats and hats a
person needs. There is no precise limit to our desires,
and we can only say, that as we have a larger supply of a
substance, the urgency of our need for more is in some
proportion weakened.
A cup of water in the desert, or
upon tile field of battle, may save life, and become
infinitely useful.
Two or three pints per day for each
person are needful for drinking and cooking purposes.
A gallon or two per day are highly requisite for cleanliness ; bu_ we soon reach a point at which further supplies
of water are of very minor importance.
A modern town
population is found to be satisfied with about twenty-five
gallons per head per day for all pro'poses, and a further
supply would possess little utility.
Water, indeed, may
be the reverse of useful, as in the ease of a flood, or a
damp house, or a wet mine.
Utilily and Value arc not intrinsic.
It is only, then, when supplied in moderate quantities,
and at the right time, that a thing can be said to be
useful.
Utility is not a quality intrMsic in a substance,
for, if it were, additional quantities of the same substance
would always be desired, however much wc previously
possessed.
We must not confuse the usefulness of a
thing with the physical qualities upon which the usefulness depends.
Utility and value are only accidents of a
thing arising from the fact that some one wants it, and
the degree of the utility and the amom_t of resulting
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value will depend upon the extent to which the desire for
it has been previously gratified.
l'_egarding utility, then, as constantly
varying in
degree, and as variable even for each different portion of
commodity, it is not difficult to see that we exchange
those parts of our stock which have a low degree of
utility to us, for articles which, being of low utility
to others, are much desired by us.
This exchange
is continued up to the point at which the next portion
given would be equally useful to us with that received, so
that there is no gain of utility:
there would be a loss
in carrying the exchange further.
Upon these considerations it is easy to construct a theory of the nature of
exchange and value, which has been explained in my
book** called " The Theory of Political Economy."
It is
there shown that the well-known laws of supply and
demand follow fl'om this view of utility, and thus yield a
verification of the theory.
Since the publication of the
work named, M. L6on _Vah'as, the ingenious professor
of political economy at Lausanne,
has independently
arrivecl at the same theory of exchange,J-a
remarkable
confirmation of its truth.
_'ahtc expresses Ratio of Exchange.
We must now fix our a_tention upon the fact that,
in every act of exchange, a definite quantity of one sub_* "The
Theory of Political
Economy."
8re,
1871
J" Walras,
lT_ldments d'l_conomie
i)olitiquc
pure.
(G uillaumin),

I874,

(Macmillan).
Lausanne,

Paris

EXCHANGE-

11

stance is exchangec] for a definite quantity of anotller.
The things bartered may be most various in character,
and may be variously measured.
We may give a weight
of silver for a length of rope, or a superficial extent of
carpet, or a number of gallons of wine, or a certain horsepower of force, or conveyance m-or a certain distance.
The quantities to be measured maybe expressed interms
of space, time, mass, force, energy, heat, or any other
physical uni*,s. Yet each exchange will consist in giving
so many units of one thing for so many units of another,
each measured in its appropriate way.
Every act of exchange thus presents itself _o us in the
form of a ratio bttwccn two _utmbcrs. The word value is
commonly used, and if, at current rates, one ton of
copper exchanges for ten tons of bar iron, it is usual to
say that the vMue of copper is ton times that of the h'on,
weight for weight.
For our purpose, at least, this use of
the word vMue is only an indirect mode of expressing
a ratio. When we say that gold is Inore valuable than
silver, we mean that, as commonly exchanged, the weight
of silver exceeds that of the gold given for iL If the
value of gold rises compared with that of silver, then still
more silver is given for the same quantity of gold. But
wdue like utility is no intrinsic quality of a thing ; it is _n
extrinsic accident or relation.
We should never speak of
the value of a thing at all without having in our minds
the other thing in regard to which it is valued.
The
very same substance may rise and fall in value at the
same time.
If, in exchange for a given weight of gold,
I can get more _ilver, but less copper, than I used to de.

the value of gold has risen with respect {o silver, but
fallen with respect to copper.
It is evident that an intrinsic prop(:r_y of a thing cannot both increase
amt
decrease at the same time; therefore Yaluc must be a
mere relation or accident of a thing as regards other
things and the persons needing them.

CH_PTEII
THE FUNCTIONS

IIL
OF _IONEY,

WE have seen that three inconveniences
attach to _he
practice of simple barter, namely, the improbability of
coincidence between persons wanth_g and persons possessing; the complexity of exchanges, which are not made in
terms of one single substance; and the need of some means
of didding and distributing valuable articles.
Money
remedies these inconveniences, and thereby performs two
distinct functions of high importance, acting as(l) A medium of exchange.
(2) A common measure of value.
In its first form money is simply any commodity
esbemed by all persons, any article of food, clothing,
or ornament which any person will readily receive,
and which, therefore, every person desires to h_ve by
him in greater or less quantity, in order that hc may
have the means of procuring necessaries of life at any
time. Although many commodities may be capable of
performing
this function of a
perfectly, some one article will
money l)_r excellence, by custom
stances.
This article will then

medium more or less
usually be selected, as
or the force of circumbegin to be used as a
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measure of value. ]3eing accustomed to exchange th_ngs
fl'equently for sums of money, people learn the value of
other articles in terms of money, so that all exchanges
will most readily be calculated
and adjusted by comparison of the money values of the things exchanged.
A StaT_dard of I'alue.
A third function of money soon develops itself.
Commerce cannot advance far before people begin %o
borrow and lend, and debts of various origin are contracted,
it is in some cases usual, indeed, to restore the
very same article which was borrowed, and in almost
every case it would be possible to pay back in the same
-kind of commodity.
If corn be borrowed, corn might be
paid back, with interest in corn ; but the lender will often
not wish to have things returned to him at an uncertain
time, when he does not much need them, or when their
value is unusually low. A borrower, too, may need several
different "kinds of articles, which he is not likely to obtain
from one person ; hence arises the convenience of borrowing and lending in one generally recognized commodity, of
which the value varies little.
Every person ma-ldng a
contract by which he will receive something at a future
day, will prefer to secure the receipt of a commodity likely
to be as valuable then as now.
This commodity will
usually be the current money, and it Mll thus come to
perform the function of a sta_dard of valise. We must
not suppose that the substance serving as a standard
of value is really invariable in value, bu_ merely that

Tim FUnCTIOnSOF _O-_n-_.
it is chcsen as that measure
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by which the value of future

payments is to be regulated.
Bearing in mind that rMue
is only the ratio of quantities exchanged, it is certain that
no substance permanently bears exactly the same vMue
relatively to another commodity ; but it will, of course, be
desirable to select as the standard of value that which
appears likely to continue to exchange for many
commodities in nearly unchange_l ratios.

other

A Store of Yaluc.
It is worthy of inquiry whether money does not Ms()
serve a fourth distinct purpose--that
of embodying _-alue
in a convenient form for conveyance to distant places.
Money, when acting as a medium of exchange, circulates
backwards and forwards near the same spot, and may
sometimes return io the same hands again and again.
It subdivides and distributes property, and l_bricates the
action of exchange.
]3ut at times a person needs to
condense his property into the smallest compass, so that
he may hoard it away for a
a long jourm_y, or transmit
country.
Something which
little bulk and weight, and

time, or carry it with him on
it to a friend in a distant
is very vMuable, although of
which will be recognised as

very _aluable in every p'trt of the world, is necessary
for this purpose.
The current money of a country is
perhaps more likely to fulfil these conditions than any_hing else, although diamonds and other precious stones,
and articles of exceptional beauty and rarity, might
occasionally be employed.
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The use of esteemed articles as a store or medium for

conveying value may in some cases precede
ment as currency.
_Ir. Gladstone states
Homeric poems gold is mentioned as being
treasm'ed up, and as being occasionally
paymeng of services, before it became
measure of value, oxen being then used

theh" employthat in the
hoarded and
used in the
the common
for the latter

purpose,
ttistorieally
speaking,
such
a generally
esteemed substance as gold seems to have served, firstly,
as a commodity valu_ble for ornamental
purposes;
secondly, as stored wealth; thirdly, as a medium of
exchaaage; ,'rod, lastly, as a measure of value.

Sc_J(_ration of 17auction,s.
It is in the highest degree important that the reader
should discriminate
care%lly and constantly
between
the four Nnctions which money fulfils, at least in modern
societies.
We are so accustomed to use the one same
substance in all the four different ways, that they tend
to become confused together in thought.
We come to
regard as almost necessary that union of functions
which is, at the most, a matter of convenience, and may
not always be desirable.
We might certainly employ
one substance as a medium of exchange, a second as a
measure of value, a third as a standard of value, and
a fourth as a store of vMue. In buying and selling we
might transfer portions of gold; in expressing and cMeulating prices we might speak in terms of sih'er ; when
we wanted to mal_e long leases we might define the rent
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in terms of wheat, and when _'e wished to carry our
riches away we might condense it into the form of
precious stones.
This use of different commodities for
each of the functions of money has in fact been partially
carried out. In Queen Elizabeth's
reign silver was the
common measure of vMue ; gold was employed in large
payments in quantities depending upon its current value
in silver, while corn was requh'ed by the Act 18th
Elizabeth,
c. ¥L (1576), to be the standard of value in
&'awing the leases of certain college lands.
There is evident convenience in selecting, if possible,
one single substance which can serve all the functions of
money.
It will save trouble if we can pay in the same
money in which the prices of things are calculated.
As
few people have the time or patience to investigate closely
the history of prices, they will probably assume that the
money in which they make all minor and temporary
bargains, is also the best standard in which to register
debts and contracts extending over many years.
A great
mass of payments too are invariably fixed by law, such
as tolls, fees, and tariffs of charges: many other paymerits are fixed by custom.
Accordingly,
even if the
medium of exchange varied considerably in value, people
would go on making their pa_nents in terms of it, -ts it'
there had been no variation, some gaining at the expense
of others.
One of our chief tasks in this book will be to consider
the various materials which have been employed as
money, or have been, or may be, suggested for the purpose. It must be our endeavour, if possible, to discover

18

_O._EY.

some substance which will in the highest degree combine
tile characters requisite for M1 the different functions of
money, but we must bear in mind that g partition of
these functions among_t different substances is practicable. We will first proceed to a brief review of the very
various ways in which the need of currency has been
supplied from the earliest ages, and we will afterwards
analyse the physicM qualities and e_rcumstances which
render the substances employed more or less suited to
the pro'pose to which they were applied.
We may thus
arrive at some decision as to the exact natm'e of the
commodity which is best adapted to meet ore" needs in the
present day.

CIIAPTEP_
EAIIL'f

]IISTOR¥

IV.
OF
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LIVINGin civilized commmfities, and accustomed to the use
of coined metallic money, we learn to identify money _-ith
gold and silver; hence spring hurtflfl and insidious
fallacies. It is always useful, therefore, to be reminded of
the truth, so _-ell stated by Turgot, that every kind of merchandise has the two properties of measuring value and
transferring
value.
It is entirely a question of degree
_'hat commodities will in any given state of society form
the most convenient currency, and this truth _vill be best
impressed
numerous

upon us by a brief consideration of the very
things which have at one time or other been

employed as money.
Though there are many numismatists aml many politic_l
economists, the natural
history of nmney is ahnost a vh'gin subject, upon which
I should like to dilate ; but the narrow limits of my space
forbid me from attempting
moro than a brief sketch of
the many interesting facts _hich may be co_cctcd.
C_u'rc_cy in _hc Hu_th_g State.
that

Perhaps the most rudimentary
state of industry is
in which subsistence is gained by hunting _dtd
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animals.
The proceeds of the chase would, in such a
state, be the property of most generally recognised value.
The meat of tile animals eaptm'ed would, indeed, be too
perishable in nature to be hoarded or often exchanged ;
but it is otherwise with the skh_s, which, being preserved
and valued for clothing, became one of the earliest
materials of currency.
Accordingly, there is abundant
evidence that furs or skins were employed as money in
many ancient nations.
They serve this pro'pose to the
present day in some parts of the world.
In the book of Job (it. 4) we read, " S-ldn for skin,
yea, all that a man hath will he give for his life;" a
statement clearly implying that skins were taken as the
representative
of value among the ancient
Oriental
nations.
Etymological research shows that the same
may be said of the northern nations fi'om the earliest
times.
In the Esthonian
language
the word _'6ha
generally signifies money, but its equivalent in the kindred Lappish tongue has not yet altogether
lost _he
original meaning of skin or fur. Leather money is said
to have eh'culated in _ussia as late as the reign 02
Peter the Great, and it is worthy of notice, that classical
writers have recorded traclitions to the effect that the
earliest currency used at _ome, Lace&croon, and Carthage, was formed of leather.
We need not go back, however, to such early times to
study the use of rude currencies.
In the traffic of the
Hudson's
Bay Company with the North American
Indians, furs, in spite of their differences of quality and
siz_, long formed the medium of exchange.
It is very
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instruetive,
and corroborative
of thepreviousevidenceto
find that, even after the use of coin had become common
among the Indians the sldn was still commonly used as
the money of accomit.
Thus Wliymper says, _ "a gun,
nominally worth about forty shillings, brought twenty
' skins.'
This term is the old one employed by the
company.
One skin (beaver) is supposed to be worth
two shillings, and it represents two marten, and so on.
You heard _ great deal about ' skins' at Fort Yukon, as
the workmen wm'e also charged for clothing, etc., in this
Way."
Currc_cy i_ _hc Pastoral State.
In the next higher stage of civilization, the pastoral
state, sheep and cattle naturally form the most valuable
and negotiable kind of property.
They are easily transferable, convey themselves about, and can be kept for
many years, so that they readily perform some of the
functions of money.
We have abundance of evidence, traditional, written,
and etymological, to show this.
In the Homeric poems
oxen are distinctly and repeatedly
mentioned
as the
commodity in terms of which other objects are valued.
The arms of Diomed are stated to be worth nine oxen,
and are compared with those of Glaueos, worth one
hundred.
The tripod, the first prize for wrestlers in the
23rd Iliad, was valued at twelve oxen, and a woman
captive, skilled in industry, .'tt four.T It is peculiarly
_; " Travels
".,-_31adstone,

in Alaska,
"Juven[us

etc,"

by F. Whympe.,

3hmdi,"

p. 53 k

p, 225.
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interesting
to find oxen thus used as the common
measure of _'Mue, because from other passages it is
probable, as already mentioned, that the precious metals,
though as yet uncoined, were used as a store of value,
and occasionally as _ medium of exchange.
The several
functions of money were thus clearly performed by different commodities at this early period.
tn several hmguages the name for money is identical
with that of some kind of cattle or domesticated antruM.
tt is generally allowed that 2ecun'_a, the Latin word for
money, is derived from 2cc_ts, cattle. From the Agamemnon of .;Eschylus we learn that the figure of an ox was
the sign first impressM upon coins, and the same is said
to have been the ease with the earliest issues of the
lloman ds.
Numismatic
researches
fail to bear out
these traditions,
the connection

which were probably invented to explain
between the name of the coin and the

antruM.
A corresponding
connection
between these
notions may be detected in much more modern languages.
Our commol_ expression for the payment of a sum of
money isfi% which is nothing but the Anglo-Saxon feoh,
meaning alike money and cattle, a word cognate with the
(derman rich, which still bears only the original meaning
of cattle.
As I am informed by my friend, Professor
Th[,odores, the same connection of ideas is manifested
in the Greek word for property, _:r_t_a,which means alike
possession, flock, or cattle, and is referred by Grimm to
an originM _-erb _dr_ or _ardw, to feed cattle.
It is
even supposed by Grimm that tile same root reappears
in the Teutonie and Scandinavian
languages, in the
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Gothic,sl_atts,
the modern _igh German, schatz,the
Anglo-Saxon,sc_it,
or stoat,the ancientNorsk skat,all
me/ruingwealth, prolerfy,treasure,tax, or tribute,
especially in the shape of cattle.
This theory is confirmed by the fact that the Frisian
equivalent,
skct,
has retained
the original meaning
of cattle to the
present day.
In the lqorsk, Anglo-Saxon, and English,
scat or scot has been specialized to denote tax or trilmte.
In the ancient German codes of law, fines and penalties
are actually defined in terms of live-stock.
In the Zend
Avesta, as Professor Theodores further informs me, the
scale of rewards to be paid to physicians
is carefully
stated, and in every case the fee consists in some sort of
cattle.
The fifth and sixth lectures in Sir H. S. !_Iaine's
most interesting work on "Tlie Early History of Institutions," which has just been lmblished, are full of curious
information
showing the importance
of live-stock in a
primitive state of society. Being counted by the herbal,the
kine was called cal_italc, whence the economical term
capital, the law term chattel, and our common name
cattle.
In countries where slaves form one of the most
common and valuable possessions,
it is quite natural
that they should serve as the medium of exchange like
cattle.
Pausanias mentions their use in this way, and
in Central Africa _nd some other places where slavery
still flourishes, they are the medium of exchange along
with cattle and ivory tusks. According to Earl's account
of New Guinea, there is in that ishmd a large trafii_
in slaves, _md • slave forms the unit of vaho.
Even
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in England slaves are believed to have been exchanged
at one time in the manner of money.
Articles

of Or_mme_t as Curre_cy.

A passion for personal adornment is one of the most
primitive and powerflfl instincts of the human race, and
as articles used for such purposes would be durable, universally esteemed, and easily transferable,
it is natural
that they should be eirculated as money.
The wampmnpeag of the North American Indians is a ease in
point, as it certainly served as jewellery.
It consisted
of beads made of the ends of black and white shells,
rubbed down and polished, and then strung into belts
or necklaces, which were valued according to their len_h,
and also according to their colour and lustre, a foot of
black peat behag worth two feet of white peat.
It was so
well established as currency among the natives that the
Court of lIassaehusetts
ordered, in 1649, that it should be
received in the payment of debts among settlers to the
amount of forty shillings.
It is curious to learn, too,
that just as European misers hoard up gold and silver
coins, the richer Indian chiefs secrete piles of wampum
beads, having no better means of investing their superfluous wealth.
Exactly analogous to this North American currency,
is that of the eowry shells, which, under one name or
another--ehamgos,
zimbis, bouges, poreelanes, etc.--have
long been used in the East Indies as small money.
In
British Italia, Siam, the West Coast of Africa, and else-
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,_,hcre on the %rol)ical con sis, they are still used as small
change, being collected on the shores ef tile _Ialdive and
Laccadive Islands, and exported for the purpose.
Their
value varies somewhat, according to the abundance of the
yield, but in India the current rate used to be about 50(}0
shells for one rupee, at which rate each shell is worth
about the two-hundredth
part of a penny.
Among our
interesting
fellow-subjects,
the Fijians, whale's teeth
served in the place of cowries, and white teeth were
exchanged for r_d teeth somewhat in the ratio of shillings
to sovereigns.
Among other articles of ornament or of special value
used as currency, may be mentioned
yellow amber,
engmwed stones,
tusks of ivory.

such

as the

Egyptian

s_arab_ei, and

Czu'rcncy "i_ the Ayric_dt'_rc_l State.
_Iany vegetable productions are at legist as well suited
for circulation as some of the articles which have been
mentioned.
It is not surprising to find, then, that
among a people supporting themselves by agricultm'e,
the more durable products were thus used. Corn has
been the medium of exchange in remote parts of Europe
h'om the time of the ancient Greeks to the present day.
In Norway corn is even deposited in banks, and lent and
borrowed. WhM wheat, b_rley, and oats are to Europe,
such is maize in parts of Central America, especially
Mexico, where it formerly circulated.
In many of th_
countries surrounding the Mediterrtme'm, olive oil is one
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of the commonest articles of produce ancl consumption;
being, moreover, pretty uniform in quality, durable, and
easily divisible, it has long served as currency in the
Ionian Islands, Mytilene, some towns of Asia Minor, and
elsewhere in the Levant.
Just as cowries circulate in the East Indies, so cacao
nuts, in Central Amerie'_ and Yucatan, form a perfectly
recognised 'rod prob_b]y an ancient fractional
money.
Travellers have published many distinct statements as to
their value, but it is impossible to reconcile these statements without supposing great changes of value either
in the nuts or in the coins with which they are compared.
In 1521, at Caracas, -_bout thirty cacao nuts
were worth one penny JEnglish, whereas recently teu
beans would go to a penny, according to Squier's statements.
In the European countries, where almonds are
commonly grown, they have circulated to some extent
like the cacao nuts, but are variable in value, according
to the success of the harvest.
It is not only, however, as a minor currency that vegetable products have been used in modern times.
In the
American settlements
and the West India Islands, in
former
da,ys, specie used to become inconveniently
scarce, and the legislators fell back upon the device of
obliging creditors to receive payment
in produce at
stated rates.
In 1618, the Governor of the Plantations
of ¥h'ginia ordered that tobacco should be received at
the rate of three shillings for the pound weight, under
the penalty of three years' hard labom'.
We are told
that,
_'hen the Yirgini_ Company imported
young
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women as _ivesforthesettlers,
the priceper head was
one hundred pounds of tobacco,subsequently
raisedto
one hundred and fifty. As late as 1782, the legislature
of _Iaryland made tobacco and Indian corn legal tender.s;
and in 1641 there _vei'e similar laws concerning corn in
Massachusetts.
The governments of some of the West
India Islands seem to have made attempts to imitate
these peculiar currency laws, and it was provided that
the successful plaintiff in a lawsuit should be obliged to
accept various kinds of raw produce, such as sugar,
rum, molasses, ginger, indigo, or tobacco.*
Such endeavours to establish a kind of multiple currency will be
found to possess considerable interest for us in a later
chapter.
The perishable nature of most kinds of animal food
prevents them from being much used as money; but
e_-s are said to have circulated in the Alpine villages of
Switzerland, and dried codfish liave certainly acted as
currency in the colony of Newfoundland.
Man@_ctured

a_zd MisceIlaTzeous Articles
Currency.

The enumeration

of articles

which

have

as
served

as

money may already seem long enough for the purposes
in view. I _'ill, therefore, only add briefly that a great
number of manufactured commodities have been used as
a medium of exchange in various times and places.
* See a scarce
and

Cm'rency

tract,

entitled

in the Leeward

" Two
Islands,"

Letters
p- 34.

to Mr. Wood
London,

on

1740.

the

Coin
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Such are the pieces of cotton cloth, called Guinea pieces,
used for traffic upon the banks of the Senegal, or the
somewhat similar pieces circulated in Abyssinia, the
Soulou Archipelago,
Sumatra,
Mexico, Peru, Siberia,
and among the Yeddahs.
It is less easy to understand
the origin of the cm'ious straw money which circulated
until 1694 in the Portuguese
possessions in Angola,
and which consisted of small mats, called libongos,
woven out of rice straw, and worth about 1½d. each.
These mats must have had, at least orlginall L some
pro'pose apart h'om their use as currency, and were perhaps analogous to the fine woven mats so much valued
by the Samoans, and also _reated by them as a medium
of exchange.
Salt has been circulated not only in Abyssinia, but in
Sumatra, ]Xlexico, and dsewhere.
Cubes of benzoin
gum or beeswax in Sumatra, red feathers in the Islands
of the Pacific Ocean, cubes of tea in Tartary, iron shovels
or hoes among the l_Ia]agasy, are other peculiar forms of
currency.
The remarks of Adam Smith concerning the
use of hand-made
nails as money in some Scotch
villages will be remembered by many readers, and need
not be repeated.
I_I. Chevalier has adduced an exactly
corresponding ease fl'om one of the French coalfields.
Were space available i_ would be interesting to discuss
_he not improbable suggestion of 13oucher de Perthes,
that, perhaps, after all, the finely worked stone implements now so frequently
diseovered were among the
earliest mediums of exchange.
Some of them are certainly made of jade, nephrite, or other hard stones, only
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found in distant countries, so that an active traffic in
such implements must have existedin times of which we
have no records whatever.
There are some obscure Mlusions in classical authors
to a wooden money circulating among the Byzantines,
and to a _-ooden talent used at Antioch and Alexandria,
but in the ahsence of fuller information
as to their
natm'e, it is impossible to do more than mention them.

CHAPTER
QUALITIES

V.

OF THE _IATERIAL

OF _ONE_'.

_I._NYrecent writers, such as Husklsson, _facCu]]och,
James Mill, Gamier, Chevalier, and Walras, ha_'e satisfactorily described the qualities which should be possessed
by the material of money.
Earlier writers seem, however, to have understood the subject almost as well.
Harris explained these qualities with remarkable clearness in his " Essay upon l_[oney and Coins," published
in 1757, a work which appeared before the " Wealth of
Nations,"yet gave an exl)osition of the principles of money
which can hardly be improved at the present day.
Eighty years before, however, Eice Yaughan, in his excdlent little " Treatise of _Ioney," had written a brief
but satisfactory
statement of the qualities requisite in
money.
We even find that William Stafford, the author
of that remaxkable
dialogue of the Elizabethan
age
(1581), called " A Brief Conceipte of English Policy,"
showed perfect insight into the subject.
Of all writers,
M. Che_'Mier, however, probably gives the most accurate
and fullaccount of the properties which money should
possess, and I shall in many points follow his views.
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'l:he
prewdlingdefectin the treatmentof thesu]@et
is die failure to observe that money requires different
properties
as regardsdifferent
funetions.To decideupon
the best material for money is thus a problem of gr_at
complexity, because we must take intoac(:ount at once
the relMive importance oftheseveral flmctions ofmoney,
the degree fll which money is empl_yed for each function,
and the importance of each of the physieM qualities ot
the substance with respect to each function. In a simple
state of industry money is chiefly required to pass about
between buyers and sellers.
It should, then, be conveniently portable, divisible into pieces of various size,
so that any sum may readily l)e made up, and easily
distinguishable
by its appearance, or by the design impressed upon it. When money, however, emms to serw_,
as it will at some future time, almost exclusively as a
measure and standard of Yalue, the system of exchange,
being one of perfected barter, such properties become %
matter of comparative indifference, and stability of value,
joined perhaps to portability,
is the most important'
quality.
Before rent'uring,
however, to discuss such
complex questions, we must proceed to a preliminary
discussion of the properties in question, which may
thus perhaps be enumerated
in the order of their
importance :-1.
9,.
8.
4.

Utility and yalue.
Portability.
Indestructibility.
ttomogeneity.
;I

5. Divisibility.
6. Stability of value.
7. Cognizability.

8_
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1. UtiIit!/ and l'(d_te.

Since money has to be exchanged for valuM_le goods,
it should itself possess value, and it must therefore have
utility as the basis of value.
Money, when once in full
currency, is only received in or&,r to be passed on, so
that if all people could be induced to take worthless bits
of material at a fixed rate of valuation, it might seem
that money does not really require to have substantial
value.
Something like this does frequently happen in
the history of currencies, and apparently valueless shells,
bits of leather, or scraps of paper, are actually received
in exchange
for costly commodities.
This strange
phenomenon is, however, in most cases capable of easy
explanation, and if _'e were acquainted with the history
of e_'ery kind of money the like explanation
would no
doubt be possible in other eases.
The essential point is
that people should be induced to receive money, and pass
it on freely at steady ratios of exchange for other objects;
but there must always l)e some sufficient reason first
inducing people to accept the m(mey. The force of
habit, com, ention, or legal enactment may do much to
maintain money in circulation when once it is afloat,
but it is doubtful whether the most powerful government
could oblige its subjects to accept and circulate as money
a worthless substance which they had no other motive
for receiving.
Certainly, in the early stages of society, the use of
money was not based on legal regulations, so that the
utility of the substance for other purposes must have
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been the prior condition of its employment as money.
Thus the singular 2eay currency, or waml)uml)eay, which
was found in circulation
among the North American
Indians by the early explorers, was esteemed for the
purpose of adornment, as ah-eady mentioned, (p. g4).
'file cowry shells, so widely used as a small cm'reney in
the East, are valued for ornamental purposes on the West
Coast of Africa, and were in all probability employed as
ornaments before they were employed as money.
All
the other articles mentioned in Chapter IV., such as
oxen, corn, skins, tobacco, salt, cacao nuts, etc., which
have performed the functions of money in one place or
other, possessed independent utility and vMue. If there
are any apparent exceptions at all to this rule, they would
doubtless admit of explanation by fuller knowledge. We
may. therefore, agree with Storch when he says"
"It
is impossible that a substance which has no direct value
should be introduced as money, however suitable it may
be in other respects for this use."
When once a substance is widely employed as money,
it is conceivable that its utility will come to depend
mainly upon the services which it thus confers upon the
community.
Gold, for instance, is far more important
as the matcrlal of money than in the production of plate,
jewellery, watel_.es, gold-leaf, etc. A substance originally
used for many purposes may eventually serve only as
money, and yet, by the demand for cm'rency and the
force of habit, may maintain its value.
The cowry ch'culation of the Indian coasts is probably a case in point.
The importance of habit, personal or hereditary, is at
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least as grea_ in monetary science as it is, according
to l_ir. Herbert
Spencer, in morals and sociological
phenomena generally.
There is, however, no reason _o suppose that the
value of gold and silver is at present due solely to their
conventional use as money.
These metals are endowed
with such singularly useful properties that, if we could
only get tl_em in sutficieni abundance, they would supplant all the other metals in the manufaetm'e
of household utensils, ornaments, fittings of all kinds, and an
infinite multitude of small articles, _'hich are now made
of brass, copper, bronze, pe_'ter, German sih, er, or otlier
inferior metals and alloys.
In order that money may perform some of its
functions efficiently, especially those of a medium of exclaange and a store of value, to be carried about, it is
important that it should be made of a subslanee valued
highly in all parts of the world, and, if possible, almost
equally esteeme_ by all peoples.
There is reason to
thinl{ thatgold and sih'er
have been admired"and valued
by all tribes _-hich have been luck}" enough to procure
them.
The beautiful lustre of these metals must have
drawn attention aml excited admiration as much in the
earliest as in the present times.
2. Dortc_b'd'tty.
The material of money must not only be valuable, but
the value must be so related to the weight and bulk of
the materhfl, that the money shall not be inconveniently
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heavy on theone hand, nor inconvenie_tly minute on die
other.
There was a tradition in Greece that Lycurgus
obliged the Laced_monians
to use iron money, in or&_r
that its weight might deter them from overmuch trading.
ttowever this may be, it is certain that iron nat ney could
not be used in cash payments at the present day, since
a penny would x_.eigh about a pound,
five-pound note, we should have to
iron.
During the last centm'y copper
as the chief medium of exchange
merchants had to take a _qleelbarrow

;:
;:
7

and instead of a
deliver a ton of
was actually used
in Sweden;
and
,a'ith tl_em when

tl,ey went to receive payments in copper dMers.
_Ia_D'
of the substances used as currency in former times must
have been sadly wanting
in portability.
Oxen and
sheep, indeed; would transport themselves on tlleir own
legs; but corn, skins, oil, nuts, almonds, etc., though
in several respects formh_g fair currency, _ould be
intolerably bulky, and troublesome to transfer.
The portability of money is an iml)ortant quality
not merely because it enables the owner to carry small
sums in the pocket without trouble, but because large
sums can be transferred
from place to place, or from
continent to continent, at little cost. The result is to
secure an approximate uniformity in the ;alue of money
in all parts of the ,xorld.
A substance which is very
heavy and bulky in proportion to _-alue, like eorn or
coal, may be very scarce in one place and over M,undant
in another;
yet the supply and demand cannot be
equalized _a-ithout great expense in carriage.
The cost
of eom'eying gold or silver fl'om Loztdon to Paris,

)"
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including insurance, is only about four-tenths
of one
per cent. ; and between the most distant parts of the
world it does not exceed from two to three per cent.
Substances may be too valuable as well as too cheap,
so that for ordinary transactions
it would be necessary
to call in the aid of the microscope and the chemicM
balance.
Diamonds, apart from other objections, vcould
be far too valuable for small transactions.
Tile value
of such stones is said to vary as the square of the
weight, so that we cannot institute any exact comparison
with metals of which the value is simply proportional
to the weight.
]3ut taking a one-carat diamond (four
grains) as _orth £15, we find it is, weight for weight,
460 times as vMuM_le as gold. There are severM rare
metals, such as iridium and osmium, which wouhl likewise be far too valuable to circulate.
Even gold and
silver are too costly for small currency.
A silver penny
now weighs _ grains, and a gold penny _ould weigh
only half a grain.
The pretty octagonal quarter-dollar
tokens circulated in California are ghe smallest gold
coins I have seen, weighing less than four grains each,
and are so thin that they can almost be blown away.
8. I_destructibility.
If it is to be passed about in trade, and kept in
reserve, money must not be subject to easy deterioration or loss.
It must not evaporate like alcohol, nor
putret)" like antrum substances, nor decay like wood,
nor rust like in'on. Destructible articles, such as eggs,

'
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/h'ied codfish, cattle, or oil, have certainly been used
as currency;
but _'hat is treated as money one day
must soon afterwards be eaten up. Thus a large stock
of such perishable commodities cannot be kept on hand,
and their value must be _-ery variable.
The several
kinds of corn are less subject to this objection, since,
when well dried at first, they suffer no appreciable
deterioration for se_'eral years
4. HomogeT_e_t9"
All portions or specimens of the substance uses as
money should be homogc_te°zls, that is, of the same
quality, so that equal weights will have exactly the
same value.
In order that we may correctly count in
terms of any unit, the units must be equal and. similar,
so that twice two will always make four. If we were
to count in precious stones, it would seldom happen
that four stones _-ould be just twice as valuable as
two stones.
1_ven the precious metals, as found in
the native stab, are not perfectly homogeneous,
being
mixed together in almost all proportions;
but this
_roduces little inconvenience, because the assayer readily
ctermines the quantity of each pure metal present in
any ingot.
In the processes of refining and coining,
the metals are afterwards
reduced to almost exactly
uniform degrees of fineness, so that equal weights are
then of exactly equal value.
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Closelyconn,'tied with the last property is that of
divisibility.
Ev_'ry malerial
is, indeed, mechanically
divisibL,, almost without limR.
Tilt.' hardest gems can
be broken, and steel c_m be cut by harder steel. But
the material of money should be not merely capable
of division, but {lie aggregate
vahe
of the mass
after division should be almost exactly the same as before
division.
If we cut up a skin or fur the pieces will,
as a general rule, be far less _-aluable than the whole
skin or fro', except for a speciul intc_nded purpose; and
the s_qmeis the case with timber, stone, and most other
materials in which reunion is impossible.
]3ut portions
of metal can be melted together again whenever R is
desh'able, and the cost of doing this, including the metal
test, is in the case of precious metals very inconsiderable,
varying from _d. fo [<I. per ounce. Thus, approximaflely
speaking, the vahe of any piece of gold or silver is
simply proportional
to the weigh_ of fine metal which
it contains.
6. Stud

cf F_d_e.

It is evidently desirable that the currency should not
be subject _o fluctuations of value.
The ratios in which
money exchanges for other commodRies shotfld be mainrained as nearly as possible invariable on the average.
This would be a roarer of comparatively minor importanee _verc money used only as a me'_sure of values at
any one moment, and as "_medium of exchange.
If all

_':
_,
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prices were altered in like proportion as soou as money
varied in _.alue, no one would lose or gain, except as
regards the coin which he happened to have in his pocket,
safe, oz"bank balance.
]3ut, practically speaking, as we
have seen, people do employ money as a standard
of
value for long contracts, and they often maintain payments at the same invariable rate, by custom or law,
even when the real _-alue of the payment is much
altered. Hence every change in the value of money does
some injury to society.
It might be plausibly said, indeed, that the debtor
gains as much as the creditor loses, or vice vcrsC_,so that
on the whole the community is as rich as before ; but
this is not really true.
A mathematical
analysis of the
subject shows that to take any sum of money fl-om one
and give it to another will, on the a_'erage of cases,
injure the loser more than i_ benefits the receiver.
A
person with an income of one hundred l_ound s a year
would suffer more by losing ten pounds than he would
gain by an addition of ten pounds, because the de_'ee
of ntilRy of money to him is eonsiderab]y
higher
at ninety pounds than it is at one hundred and ten.
On the same principle,
all gaming,
betting, pm'e
speculation, or other accidental modes of transferring
property involve, on the average, a dead loss of utility.
The _hole incitement to industry and commerce and the
accumulation of capital depends upo_l the expectation of
_nioyment thence arising, and every _-ariation of the
currency tends in some degree to frustrat, e such expectation and to lessen the motives for exertion.
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7. Cog_izc&iIity.
]3y this name we may denote the capability of a substance for being easily recognized
and distinguished
from all other substances.
As a medium of exchange,
money has to be continually handed about, and it _-ill
occasion great trouble if every person receiving currency
has to scrutinize, weigh, and test it. If it requires any
skill to discriminate good money from bad, poor ignorant
people are sure to be imposed upon. Hence the medium
of exchange should have certain distinct marks which
nobody can mistake,
t'reeious stones, even if in other
respects good as money, could not be so used, because
only a smiled lapidary can surely distinguish between
true and imitation gems.
Under cognizability we may properly include what
has been aptly called im2rcssibility, namely, the capability of a substance to receive such an impression, seal,
or design, as shall establish its character as current
money of certain value.
We might more simply say,
that the material of money should be coinabIe, so _hat
a portion, being once issued according to proper regulations with the im!)ress of the state, may be known to
all as good and legal currency, equal in weight, size,
and value to all similarly marked currency.
We shall
afterwards consider more minutely wh_t is involved in
the manut'acture of _ good coin.

v
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,IT need[ not be pointed out in detall that, though the
numerous commodities mentioned in Chapter 1g. possess, in a greater or less degree, the qualRies essential
to the material of money, they cannot for a moment
compare in this respect with many of the metals.
Some
of the metals seem to be marked out by nature as most
fit of all substances
for employment as money, at least
when acting as a medium of exchange and a store of
_-alue.
Aceordlnglv, we find that gold, silver, copper,
tin, lead, a,nd iron ha_:e been more or less extensively in
eh-culation in all historical ages.
So closely have silver
and copper become associated in t)eople 's minds with
their use as money, that we find their names adopted as
the names of money.
In Greek, _pT_poc means equaUy
silver, sliver cob1, and money generally ; in Latin, aes is
copper, bronze, or brass, and also money and wages ; in
French, argcl_t is both silver and money.
The same
association of meanings could be pointed out in many
other languages, including our own. Though our pence
are now made of bronze, we still speak of them as
col,l)ers.
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With the exception of iron, _he principal me_als are
peculiarly indestructible,
and undergo little or no deterioration when hoarded up or handed about.
]Each
]rind of metal is :q_proximaLdy
homogeneous,
piece
differing from piece in nodfing but weight, the differences
of tlm.n_.ss being ascertained and allowed for in ghe ease
of gold and silver,
The nletals are also perfectly divisible, either by the chisel or the crucible, and yet a
s_cond melting will ahvays reunite the pieces again with
little cost or loss of m,tterial.
_[ost of them possess the
l_roperties of eognizability
and impressibility
in the
highest degree.
Each
metal has its characteristic
ctffour, density, and hardness, so that it is easy for a
person _dth very slight experience to distinguish
one
metal from another.
Their malleability enables lls to
roll, eu_, and hammer them into any required form, and
to impress a permanent design by means of dies. With
the exception of porcelain coins, which have been used
in Siam, I am not aware that coins have ever been made
of any substance except recta!.
In respect to steadiness of value the metals are probably less satisfactory, regarded as a standard of value,
than many other commodities, such as corn.
From the
earliest ages metals must have been most highly valued,
as we may learn from the way in which they are
esteemed by savages in the present day.
But _heir
value has suffered and is suffering an almost continuous
decline, owing to the progress of industry, and the discovery of new mechanical and chemical means for their
extraction.
Even tl_e order of _heir values becomes
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changed.
According to _ir. Gladstone, iron was, in the
ttomeric age, much more valued than ch,lkos, or copper,
which latter was then the most common and useful
metal.
Lead was little hmwn
or valued, but gold,
sih-er, and tin held the same places at the head of the
list which they hold at the present day.
Iron.
Proceeding

to consider briefly each of tlle more im-

portant metals, the statements of Aristotle, Pollux, and
other writers prove that iron was extensi_'ely employed
as money h_ early times.
.Not a single speeimen of such
money is now known to exist, but this is easily accounted
for by the rgpidity with which the metal rusts.
In the
absence of specimens, we do not know the form and
size of the money, but it is probable that it consisted of
small bars, ingots, or spikes, somewhat similar to the
small bars of iron which are still used in trading with
the natives of Central Africa.
Iron money is still, or
was not long since, used in Japan for small valueR; but
its issue from the mint has been discontinued.
The use of pure iron coins in ci;ilized countries at the
presel_t day is
cheapness
of
soon lose the
and become

out of the question, both because of th_
the metal, an4 because the coins would
sharpness of their impressions by rusting,
dirty and easily counterfeited.
]3ut it is

. quite possible that h'on or steel might still be alloyed
with other metals for the coining of pence.
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Lead has often been used as currency, and is occasionally so mentioned by the ancient Greek anti Latin poets.
In 1635 leaden bullets were used for change at the rata
of a farthing a piece in l_Iassachusetts.
At the present
day it is still current in ]3urmah, being passed by weight
for small payments.
The extreme softness of the metal
obviously renders it quite unfit for coining in the pure
state. It is one of the components of pewter, _vhich
has fre_luently been coined.

Tin has also been employed as money at various times.
Dionysius of Syracuse issued the earliest tincoinage of
whie[t anything is certainly known;
but as tin was in
early times procured from Cornwall, it can hard]y be
doubted that the first British em'reney was composed of
tin. In innumerable cabinets may be found series of tin
coins issued by the Iloman emperors; the kings of
England also often coined tin. In 1680 tin farthings
were struck by Charles II., a stud of eopper being inserted in the middle of the coin to rendercounterfeiting
more diffictflt.
Tin halfpence and farthings were also
issued in considerable quantities in the reign of William
and ]_Iary (1690 to 1691). Tin coins were formerly employed among the Javanese, _Iexicans, and many other
peoples, and tlle metal is said to be still current by
weight in theStrait_ of Malac('a.
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Tin would be in many respects admh'ably suited for
making pence, possessing a fine white colour, perfect
freedom h'om corrosion, and a much higher _-alue than
copper.
Unfortunately,
its softness and tendency to
bend and break when pure are insuperable
obstacles
to its employment as money.
Col_l_er.
This metal is in many respects _-ell suited for coining.
It does not suffer from exposure to dry air, possesses a
fine distinct red colour, and takes a good impression from
the dies, _'hieh impression it retains better than the
majority of other metals.
Accordingly, we find that it
has been continually employed as currency, either alone
or in subordination
to gold and silver.
The earliest
Hebrew coins were composed chiefly of copper, and the
metallic currency
of _ome consisted of tile impure
copper, called aes, until _.c. °-G9, when silver was first
cohle& In later times copper has not only been generally
used for coins of minor _'alue, but, in Prussia ariel in
Sweden, a hm_ared years ago, it formed tile principal
mass of the cm'rency.
Its low _-alue now stands in the
way of its use. 3_ penny, if made so as to contain metal
equivalent to its nominal value, would weigh 870 grain_,
or more than an ounce and three-quarters
troy. Its
value is also subject to considerable
fluctuations.
_foreo_-er, it is nnlikety that copper in a pure state
will be coined for the future, since bronze is now known
to be so much more suitable for coinage.
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I need hardly say that silver is distinguishe/t by its
exquisite white lustre, which is not rivalled by that of any
other pm'e metal.
Certain
alloys, indeed, such as
speeu]um metal, or Britannia
metal, have been made
of almost equal lustre, but they are either brittle, or
so soft as not to give the metMlie ring of silver.
When
much exposed to tile air silver tarnishes by the formation
of a black film of silver sulphide;
but this forms no
obstacle to its use as currency, since the film is always
very thin, and it_ peculiar black colour even assists in
distinguishing
the pm'e metal from counterfeit.
When
suitably alloyed, silver is sufficiently hard to stand much
wear, and next after gold it is tile most malleable and
impressible of all the metals.
A coin or other object made of silver may be known
by the followh_g marks :--(1) a fine pure white lustre,
where newly rubbed or scraped ; (2) a blackish tint _-here
the surface has long been exposed to the air; (3) a
moderate specific gravity ; (4) a good metallic ring when
thrown down;
(5) considerable
hardness;
(6)strong
nitric acid dissolves silver, and the solution turns black
if exposed to light.
Silver has been coined, if'need hardly be said, in all
ages since the first invention of the art, and its value
relatively to gold and copper suits it for taking tile middle
place in a monetary system.
Its vMue too remains very
stable for periods of fifty or a hmld_red years, because avast
at_)ek of the metal is l(el)t in the form of plate, watches,
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jewellery, and ornaments of various Mnds, in addition to
money, so that a variation in the supply for a few yeals
cannot make any appreciable change in th¢_ total stock.
Productive sih, er mines exist in almost all parts of the
world, and wherever
lead is produced, a small but
steady yield of silver is obtained from it by file Pattinson method of extraction.
Gd&
Silver is beautiful, yet gold is even more l_eantiN1,
and presents indeed a combination of useful and strildng
properties quite without parallel among known substances.
To a rich and brilliant yellow colour, which can only be
adequately described as golden, it joins asticnishing malleability and a very high specific gravity, exceeded only
by that of platinum and a few of the rarest or almost
un!mown metals.
\Ve can usually ascertain whether a
coin consists of gold or not, by looking for three characteristic marks:
(1) the brilliant yellow colour; (2) the
high specific gravity;
(3) the metallic ring of the coin
when thro',_'n down, which will prove the absence of lead
or platinum in the interior of the coin.
If there remain any doubt about a metal being gold,
we have only to appeal to its solubility.
Gold is remarkable for its fl'eedom fl'om corrosion or solution, being
quite unaffected and untarnished
after exposure of any
length of time to dry, or moist, or impure air, and being
also insoluble in all the simple acids.
Strong nitric
acid will rapidly attack any coloured counterfeit mctat,
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but will not touch

standard

gold, or will, at the most,

feebly dissolve the copper and silver alloyed with it.
In almost all respects gold is perfectly suited for
coining.
When quite pure, indeed, it is almost as soft
as tin, but when alloyed with one-tenth or one-twelfth
part of copper, becomes sufficiently hard to resist wear
and tear, and to give a good metallic ring ; yet it remains
perfectly malleable and takes a fine impression.
Its
melting point is moderately high, and yet there is no
perceptible oxidization or volatilization of the metal at
tile highest temperature
which can be produced in a
furnace.
Thus old coin and fragments
of the metal
can be melted into bullion at a very slight loss, and at a
cost of not more than one halfpenny per ounce troy, or
little more than one-twentieth of one per cent.
.Platinum.
This is one of those comparative]y r_re met,_ls which
have been known only in recent times.
Its extremely
high melting-point,
and low affinity for oxygen, render i_
one of the most indestructible of all substances, whilst its
white colour, joined to its excessively high specific gravity,
are marks which cannot be mistaken.
As it seemed in
these respects well suited for currency, the I_ussian
government, which owns the princip,_l platinum mines in
the Ural mountains, commenced to coin it, in 1828, into
pieces intended to have the values of twelve, six, and ttn'ee
roubles.
Several objections to this use of the metal soon
presented

themseh'es.

The

appearance

of platinum
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being inferior to that of silver or gold, it is seldom
or never employed for purposes of ornament, and its only
extensive use is in the construction of chemical apparatus.
Hence there is no large stock of the metal kept on hand,
and the localities where it is found being few, the supply
is incapable of being much increased, so that any variation of demand is sure to cause a great change in its
value.
_Ioreover, the cost of making the coins was very
great, owing to the extreme difficulty of melting platinum, and the worn coins could not be withdrawn and
recoined without much additional cost. Platinum being
thus found to be quite unfitted for currency, the scheme
was abandoned in 1845, and the existing coins withdrawn
@ore circulation.
Great improvements
having been lately made in the
modes of _yorking platinum, it was proposed by 3[. de
Jacobi, the representative
of _ussia at the International
_Ionetai'y
Conference held at t_aris, in 1867, that
platinum should be employed for the coinage of fivefranc pieces.
It is not likely that such a, suggestion
will be adopted.
Nickel.
This metal was formerly regarded

as the bane of the

metallurgist,
but has recently assumed an important
place in manufacturing
industry, and even in monetary
science.
It is used only in alloy with other metals, and
for the purposes of coinage it is usual to melt up one
pai't of nickel with three of copper.
The smaller coins
of Belgium, and the one-cent pieces of the United States
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have been made of this material and seem to be very
convenient.
In 1869 and 1870-1, pence and halfpence,
to tile value of £3000, were executed in tile same
alloy, at the English n tint, for the colony of aamMca.
These are some of the most beautiful coins which have
ever been issued from Tower Hill, and are in most
respects admirably suited for circulation.
But they were
unfortunately
made much too large and heavy;
not
only were they thus rendered less convenient, but when
in 1873, the ]Deputy !_Iaster of the _Iint was requested to
supply a further quantity of the same coins, he found
that the price of nickel had risen very much, so that the
materials for the coinage alone would cost more than
the nominal value of the coins to be produced.
This
rise in price was due partly to the small number of
nickel mines yet worked, and partly to the great demand
for the metal occasioned by the German government,
which has chosen the same alloy for the ten and fivepfennig pieces of its new monetary system. These coins,
which are now being issued, are of a convenient size,
rather less than a shilling and sixpence respectively, and
appear to be in every way admirably suited to their
purpose.
The German empire will soon possess the
best instead of the worst fractional
currency
in the
world.
The variableness in the price of nickel, which is
a_ present a cause of embarrassment,
may after a time
become less serious, when the stock in use and the
annual

produce become larger.
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Other Metals.
The metals yet mentioned are but a small number of
those now known by chemists to exist, and it would be
unwise to assume as certain that money must always be
made in the future of the same materials as in the past.
It is just conceivable, on tile one hand, that in the course
of time, some metal still more valuable th'm gold m_y be
introduced,
l_oughly speaking, the order in which the
metals have hitherto acted, as the principal medimn ot
exchange, is (1) copper, (2) silver, (3) gold; as a general
decline in the values of the metals took place, the
more valuable replaced the less valuable, and the more
portable gold is now rapidly taking the place of silver.
Some still more valuable metal, such as the scarce and
intractable
h'idium or osmium, or the remarkable metal
palladium, might possibly take the place of gold.
This,
however, is barely more than a matter of scientific fancy.
On the other hand, many metals exist which might
be produced more cheaply than silver, such as aluminium
or manganese.
It may be well worthy of inquiry
whether in such metals may not be found the best solution of the @actional currency difficulty, to be afterwaids
more fully discussed (p. 182).
Alloys _f Metals.
At one time or another an immense numl)er of
different alloys or mixtures of metals have been eoh_ed.
I% would be strictly correct to say, indeed, that metals

_,
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have seldom been issued except in the state of alloy.
Even gold and silver, as usually coined, are either
alloyed with each other or with copper.
The latter
metal, _oo, has generally been employed in union with
()tiler metals.
The _oman
as consisted, not of pure
copper, but of the mixed metal acs, an alloy of copper
and tin, partially resembling the bronze which has quite
recently been introduced
for small money in France,
England, and other countries.
Brass was largely coined
by some of the _oman emperors.
In many cases, no
doubt, the early metMlurgists in smelting an ore obtained
a natural alloy of all the metals eontMned therein, and
being unable to separate them were obliged _o use
the mixture.
Thus we may explain the curious metM
containing from sixty to seventy parts of copper, twenty
to twenty-five of zinc, five to eleven of silver, with small
quantities of gold, lead, and tin, which was employed to
make the stycas, or small money, of the early kings of
Northumbria.
Nonarehs or sta_es in difficulty have often coined the
meiM which they could most easily obtain.
The Irish
money issued by James II. was said to have been coined
from a mixture of old guns, broken bells, waste copper,
brass, and pewter, old kitchen furnitm'e, and in fact any
refuse metal which his officers could lay their hands
upon.
Ite attempted to make pewter crowns circulate
for the value of silver ones.

CIIAPTER

YII.

COINS.

IT is clear
,_t,mces in
it is almost
the other

that the metals far surpa_,_ ,'ill other subsuitability for the purpose of circulation, and
equally clear tliaf certain metals surpass all
metals in this respect.
Of gold and silver

especially we may say, with Turgot, that, by the nature
of things, they are constituted the universal money independently of all eonvention and law. Even if the art of
coining ha_l never been invented, gold and silver would
probably have formed the currency of the world ; but we
have now to consider how, by shaping weighed piece,_
of these metals into coins, we can make use of their
valuable properties to the greatest advantage.
The primitive mode of circulating the nietals, indeed,
was simply that of buying and selling them against
other commodities, the _-eights or portions being rudely
estimated.
Some of the earliest speeiinens of money
eonsist of the aes r_,le, or rough, shapeless lumps of
native eopper employed
as money by the ancient
Etruseans.
In the Museum of the Archiginnasio
at
]3ologna may be seen the skeleton

of an Etrusc:m,

half
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embedded in earth, with the piece of rough copper
yet within the grasp of the bony hand, placed there
to meet the demands of Charm1. Ptiny, moreover, tells
us that, before the time of Servius Tullius, c_pI)er was
circulated in tile rude state.
Afterwards copper, brass,
or iron were, it is probable, employed
in the form
of small bars or spikes, and the name of the Greek unit
of value, drachma, is supposed to have been derived
from the fact that six of these metal spikes could be
grasped in the hand, each piece being called an oboh_s.
Such is supposed to have been the ih'st system of money
which was passed purely by talc, or number of pieces.
Gold is most readily obtained fl'om alluvial deposits,
and then has the form of grains or dust.
ttence this
is the primitive
form of gold money.
The ancient
Peruvians enclosed tl_e gold dust for the sake of security
in quills, and thus passed it about more conveniently.
At the gold diggings of California, Australia, or New
Zealand, gold dust is to {he present day sold directly
against other goods by the aid of scales.
The art. of
melting gold and silver, and fashioning
them by the
hammer into various shapes was early invented.
Even
in the present day the poor Hindoo, who has saved up
a few rupees, employs a silversmith to melt them up
and beat them into a simple bracelet, which he wears
in the double character of an ornament and a hoard of
wealth.
SimilarIv, the ancient Goths and Celts v ere accustomed to fashion gold into thick wires, which they rolled
up into spiral rings and probably wore upon their fingers
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until the metal was wanted for trading purpose,% There
can be little doubt that this ring money, of which
almndant specimens have been found in various part,_
of Europe and Asia, formt,d tile first aplu'oximation to
_ coinage.
In some cases the rings may Lave been
intentionally
made of equal w_dght; for Ca:sat speaks
of the ]3ritons as having iron rings, ,_djustcd to a certain
weight, to serve as money.
In other cases the rings, or
mnulets, were bought and sokl by aid of the hahmce;
and in certain Egyptian paintings men are represented
as in the act of weighing rings.
It is prol_able thM
the necessity for frequent weighings was avoided by
making up sealed bags containing _ certah_ weight of
rings, and such perhaps are tile bags of silver given hy
Naanmn to Gehazi in tile Second J3ook of Kings (v. 23).
Ilhlg money is said to be still current in Nubia.
Gold and silver have been fashioned into various other
forms to serve as nloney.
Tllus tile Siamese money
consists of very small ingots or bars bent double in a
pectfliar manner.
In Pondicherry and elsewhere gold is
circulated in the form of small grains or buttons.
The I;u:cJ_tion of Coh_5_y.
Tile &_te of tile

invention

of coining

can be as-

signed with some degree of l)robability.
Coined money
was clearly nnkno_l in the Homeric times, and it was
known in the time of Lycurgus.
We might therefore
assume, with various authorities, that it was invented in
the mean time, or about 900 B.c. There is _ tradition,
4
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moreover, that t'heidon, King of Argos, first struck silver
money in the island of 2Egina M_out 895 _.e., and the
tradition is supported by tile e.xistence of small stamped
ingots of silver, which have been found in zEgina.
Later
inquiries, however, lead to the conclusion that Pheidon
lived in the middle of the eighth century B.c., and Grote
has shown good reasons for believing that what he did
accomplish was done in Argos, and not in zEgina.
The mode in which the invention happened is sufficiently evident.
Seals were familiaEy employed in very
early times, as we learn from the Egyptian paintings or
the stamped bricks of lqineveh.
]3eing employed to
signify possession, or to ratify contracts, they came to
indicate
authority.
When a ruler ilrst undertook
to
certify the weights of pieces of metal, he naturally employed his seal to make the fact known, just as, at
Goldsmiths'
Hall, a small punch is used to certify the
fineness of plate.
In the earliest forms of coinage there
were no attempts at so fashioning the metal that its
weight could not be altered without destroying
the
stamp or desi_l.
The earliest coins struck, both in
Lydia and in the Peloponnesus, were stamped on one
side only.
The l%rsian money, called the larM, consists
of a round silver _ire, about six centimetres long, bent
in two, and stamped on one part _,hich is flattened for
the purpose.
It is probably a relic of ring money.
The present circulation of China is composed to a considerable extent of the so-called Syeee silver, which consists of small shoe-shaped ingots, assayed and stamped,
according to some accounts, by the government.
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lVhat is a ('oin ?
Although, in rings, gndns, o1"stampe<t ingots, we have
an a,pproxinndion to what we call coin it ix plain thai
we nlust

(lo Solnethh_g

]uore

{o Inake

conx-e]liellt

111Olle3.

The st_,nnp must be, so impressed as to certify, m_t only
the finem'ss tm(l /he Ol-igimtl weight, lint a]._o ihc
absence of any subsequent alteration.
To c_fin recta],
as we now understand the art, is to form it into fiat pieces
of a circular, oval, square, hex_gonal, octag(mal, or other
regular outline, aria then to impress &signs fi'om engr,_ved dies upon both sides, and sometimes upon. the,
(,ages. Not only iS it Yery cosily aml ditScult to comm'rfeit coins well exe(-utcd in this mamler, hut the integrity
of the design assures us that no owner of the coin
(
has t,mapercd with it. E_en the amount of ordin:tr)
'
wear and tear, which the coin h'ts suffvr<d, may ]_e rmh4y
,
inferre_t from the sharlmess or partial (,ffacenw_t of the
designs, and the roundness
<)f the edges. "]'icces of
mmiey," snys 5[. Chev_flier, " are ingots of wh:ieh the
- weight and the fineness are certified."
There ix nothing
in this definition to distinguish coins from Syeee silver,
or from the ordinary stamped bars emd ingots of bul]ion.
I sh(mhl l?refer,
therefore, to say, c,h_s ,n'e 'h.d.ls ,.f
whiclr flzc 7reiyht aml finc_css arc certi/icJ 1'!t ll_c hd,'yrity

:

:el"design,s 4m2ressed *_1
_°"the st(rd_wcs :!/"llw _m'l<d.
l'arious Forms (!/ C</ns.
:From time to time coins have been mamffaetnred
in
very many forms, although circular coins vast]): predomi-
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nate in number.
Among the innumerable issues of the
German states may be found octagonal and hexagonal
coins.
A singular square coin, with a circular impress
in the centre, was issued t¥om Salzburg by lludbert in
1513.
Siege-pieces have been issued in England and
elsewhere in the form of squares, lozenges, etc. Some of
the most extraordinary
specimens of money ever used
are the large plates of pure copper which circulated in
Sweden in the eighteenth
centm'y.
These were about
three-eighths
of an inch in thie -lmess, and varied in size,
the hMf-daler being 3½ inches square, and the two-&tier
piece as much as _ inches square, and -3__ pounds in
weight.
As the whole surface could not be covered with
a desi_,
a circular impress was struck near to each
corner, and one in the centre, so as to render alteration
as difficult as possible.
Among Oriental nations the shapes of coins are still
more curious.
In Japan, the principal part of the eirculMion consists of silver itzibt_s, which are oblong, flat
pieces of silver, covered on both sides with designs and
legends, the characters being partly in relief and partly
incised.
The smaller silver coins have a similar form.
Among the minor Japanese coins are found large, oval,
mmflded pieces of copper or mixed metal, each with a
square hole in the centre.
The Chinese cash are well
known fo be round discs of a kind of brass, with a square
hole in the centre to allow of their being strung together.
The coins of Formosa are similar, except that they are
much larger and thicker.
All the copper and base metal
coins of China, Japan, "rod Form_sa are distinguished by
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a broad fiat rim, and they have characters in relief upon
a sunk ground, somewhat in the manner of ]3oulton and
Wart's copper pence.
They are manufactured by moulding the metal, and then filing the protuberant
parts
smooth.
Such coins stand wear, and preserve their
design better than European
coins, but they are easily
counterfeited.
The most singular of all coins are the scimitar-shaped
pieces formerly circulated in Persia.
The be,st Ferment

Cohos.

It is a matter of considerable importance
to devise
the best possible form for coins, and the best mode of
striking them.
The use of money ereate_, as it wore,
an artificial crime of false coining, and so great is the
temptation to engage in this illicit art that no penalb, is
sufficient to repress it, as the experience of two thousand
years sufficiently proves.
Thousands of persons have
suffered death, and all the penalties of treason have
been enforced without effect. Pmding is then unquestionably right in saying, that ore" efforts should be directed
not so much to the punishment
of Ule crime, as to its
prevention by improvements
in the art of coining.
_'e
must strike ore" coins so perfectly that successful imitation or alteration shall be out of the question.
There are four principal objects at which we should
aim hi deciding upon the exact design for a coin.
1. To prevent counterfeiting.
9. To prevent the fi'audulen_ removal of metal from
the coin.
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3. To reduce tile loss of metal by legitimate wear
and tear.
_. To make tile coin an artistic and historical menument of tile state issuing it, and the people using it.
For the prevention of counterfeiting, our principal resource is to render tile mechanical execution of the piece
as perfect, as possible, and to strike it in a way which can
only be acconiplished with the aid of elaborate machinery.
When all coins were made by casting, the false coiner
could work almost as skilfully as the moneyer.
Hence,
in the I_onlan empire, it was difficult to distinguish
between true and false coin.
t-Iammered money _as
great inli)rovelrient on inoulded money, and milled money
011hammered money.
The introduction
of the steam
coining press by 13oulton and Watt was the next great
impro_,ement;
and the knee-join_ press of Ulhorn and
Thonnelier, now used in nearly all mints_ except that on
Tower Hill, forms the last advance in the mechanism
for striking coin.
The utmost attention ought to be paid to the perfect
execution of the milling, legend, or other design, impressed
upon the edge of modern coins.
This serves at once to
prevent clipping or tampering
with the coin, and to
baffle the skill of the counterfeiter.
The coins of ancient
nations were issued with rough, nnstamped edges, and
the first coin marked with _ legend on the edge was a
silver coin of Charles IX. of France, issued in the year
1573. The English coinage was first grained or marked
on the edge in 1658 or 1662, when the use of the mill
and screw u as finally established in the mint.
All the
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larger coins now issued from the English, and, indeed,
from most other mints, bear a milh, d or serrated edge,
produce(1 by ridges on tlle internal surf'Lce of the collar
which holds the coin when being struck between the two
dies. These collars are difficult to make, and useless when
made except in the coining-press, and the counterfeiter
cannot imitate the milling by hand work, it being almost
impossible to use a file with sufficient regularity.
The French five-franc pieces bear a h_gend on the

:
;

edge in raised letters, the words being " Dieu protdge la
France."
Such raised letters are quite beyond the art
of the counterfeiter.
The English crown has a legend,
"I)eeus
et Tutamen,"
and the year of the reign in
incised letters, which could obviously be imitated by the
use of punches.
The new German gold coins are issued
_,ith smooth edges, the ten-mark
piece having only
a few slight incised marks,
and the twenty-mark
piece bearing the legend, " Gott mit uns," in faint
letters;
this is surely a far less satisfactory
proteetion than the milled edge adopted in mosg other
mints.
It may be worthy of inquiry, whether the milled
edge might not be combined with a legend or other design
in relief, so as to render imitation still more difficult.
One or two centuries ago, silver coins used to have a
kind of ornamental
beading on the edge.
Elaborate
patterns, produced by machinery with perfect regularity,
and altogether incapable of imitation by hand, might now
be substituted.
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Coins as Works _S Art.

I have in the previous section considered tile best form
of a coin as regards the prevention of counterfeiting.
Tile falsification of coins, the loss which they undergo
by abrasion, and the best means of avoiding these evils
will be treated ill Chapter XIII.
Of the use of coins as
artistic medals it would not be appropriate to speak at
any len_h.
I must however remark that many of the
coins still issued @ore the English mint are monmnents
of bad taste.
It is difficult to imagine poorer designs
than those upon the shilling and sixpence, descending
from a time when art in many branches was at its
apogee in England.
As our architecture and art manufactures of many kinds are regener,_ied by the efforts of
private persons, is it foe much to hope that a government department will follow .9 The florin is indeed an
immense
advance upon tile shilling, being in some
respects a reversion to file style of okl English money.
A very beautiful pattern crown piece was produced in
1847, in a somewha_ similar style, but never issued.
]_Ir. Lowe, when Master of the ]Kint, gave us back the
old George and Dragon sovereign, which is much
superior to the shMd and wreaths.
I think, however,
that the time has come for a general imi)rovement in
our

coins.

Historical Coins.
Some states
of important

have utilized their coins as monuments

events, such as conquests, jubilees, the acces-

•
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sion of mon,_rehs, etc. The German states, especially
lh'ussia, ha_'e struck a lm_g series of beautiful coins
down to tile l{r6nung's
Thaler of 18(;1, and tile Sieges
Thaler of 1871.
Some of these coins are at once
treasured Ul) in cabinets in vile re,tuner of medals.
If it
is possible to conceive literature
destroyed, and modern
cities and their Inoimmenis
in ruins and deed.y, such
medallic coins would become tla most durable inemorials,
and the history of the kings of Prussia wouhl be traced
out by future numismatists
as that of the great
dynasties of I3actria has lately been recovered.
In 184_ M. Ant dnor Joly brought before tile l_rench
legislative chambers a scheme for a system of historical
money, and he renewed llis proposaI in 1852. M. Ernest
l)umas has also suggested tile issue of twenty-centime
bronze pieces, which should serve either as money or as
historical medals.
_queh schemes have not Leon carried
out in France, and in England no coin_ of the sort
have been struck.
Except the mere expense of a new set
of dies, I see no objection tothe issue of historical money.
The I1oyal Attrib_tc

qf C_blbzy.

Every civilized community requires a supply of we]lexecuted coins, and there arises the question, tlow .qmI1
this money be provided 9 The coins of each denomination must eontain exactly equal weights of fine nwtal,
and must bear an impress proving that they do so. Can
we trust to tile ordinary competition of manufacturers
and traders to keep up a sufficient supply of such coin>,

just _ts they supply buttons or pins and needles?
Or
must we establish
a government
¢lepartment,
umler
strict legislative control, to secure good coinage ?
As almost every opinion finds some aclvoeate, there
are not wanting a few who believe that coinage shoulcl
be left to the fl'ee action of competition,
hIr. Herbert
Spencer especially, in his " Soeial Statics," advanced
the doctrine flint, as we trust the grocer to furnish us
with poumls of tea, and the baker to sencl us loaves of
_Dbrea_l, so we might trust tIe_tton and Sons, or some of
the other enterprising
firms of J3irmingham, to supply
us with sovereigns and shillings at their own risk and
profit.
He held that .just as people go by preference to
the grocer who sells good tea, and to the baker whose
loaves arm sound ancl of full weight, so the honest and
successful coiner would gain possession of the market,
and his money would drive out inferior pro¢luctions.
Though I must, always deeply respect the opinions of
so profound a thinker as 3[r. Spencer, I hokl that in this
institute he has pushed _ general principle into an exceptional case, where it quite fitils, tie has overlooked
the import'mr htw of (_r,_sha:u /to be explained in the
next chapter), that better money cannot drive out worse.
In matters of cm'rency self-interest
acts in the opposite
direction to what it aces in other affairs, as will be explained, and if coining were left free, those who sokl
light coins a[ reduced prices would drive tile best trade.
This conclusion is amply confirmed by experience ; for
_t many times anal places coins have been issued by
private manufacturers,
and always with the result of
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debasing the currency.
For a. long time %he copper
currency of Enghmd consisted mainly of tradesmeu's
tokens, which were issued _,ery light in weight and excessive in number.
In _Ir. Smiles' "Lives of I_oulton and
Watt" (p. 891), there is printed an interesting leRer, hi
which Iloulton complah_s that in his journeys he received
on an a_'erage at the toll-gates two counterfeit pennies for
one true one. The lower class of manufactm'ers, he says,
purchased copper coin to the nominal _-alue of thirty-six
shillings for twenty shillh_gs in silver, and distributed it to_
their work-people in wages, so as to make a considerable
profR. The multitude of these depreciated
pieces in
circulation _'as so great, th'R the magistrates
and inhabitants of Btocliport held a public meeting, and resolved
to take no halfpence in future trot those of the Anglesey
Company, _qfich were of full weight.
This shows, if
proof were needed, that the sep,_rate action of self-interest
was inoperative in keeping bad coin out of circulation,
and it is not to be supposed that the public meeting could
have had any sufficient' effect.
In China the current
small money called cadt_ or b_, is commonly manufact'ured by prh'ate coiners, and _he consequence is t'hat
the size, quality, and _-alue of t'he coins ha_'e fallen _'ery
iiluch.

:

In my opinion %here is nothing less fit t'o be left to
t'he action of eompetRion than money.
In constitutional
law the right of coining has always been held to be one
of the peculiar prerogatives of the Crown, and it is a
maxim of the civil law, that v_o_ct_uuIijus 1)rb_eil_u_
_,_._it,_s_l_v_'e_.
To the executive government and ifs
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scientific advisers, who have minutely inquired into the
intricacies of the subject of currency and coinage, the
mutter had better be left. It should as far as possible
be removed fl-om the sphere of party struggles or public
opinion, and confided to the decision of experts.
No
doubt, in times past, kings have been the most notorious
false coiners and depreciators of the cm'rency, but there
is no danger of the like being done in modern times.
The danger lies quite in the opposite direction, that
:popular
governments _-D.I not venture upon the mos_
obvious and necessary improvement
of the monetary
system without obtaining u concur.rence of popular opinion
in its favom', while the people, influenced by h_bit, and
with little ki_owledge of the subject, _,il1 never be able to
_gree ugon the best scheme,

¥III.

CHAPTER
TKE

PRINCIPLES

OF

CIP_CULATION.

t_EFORE proceeding, %o consider the actual monetary
systems adopted by modern or ancient i_ations, it is
dash-able to dwell for _ short time upon the different
meanings which may be attributed to the _'ord _oncy,
and upon the natural principles M_ich govern the use
and eh.culation of coins. We must, in the first place,
distinguish three ttiings Mlieh, in the practical working
of a currency system, are often separate, namely, the
actual coins employed, the numbers by which they are
expressed, and the relation of those numbers to the
assumed nnit of _'alue.
We must further distinguish
coins according as their values depend upon the metal
they contain, the metal for _'tiich they can be exchanged,
or the other coins for which they are the legal equivalent.
The Sta_zdard U_it of Value.
It is essential, in the first place, to decide clearly
what we mean by a sta,_dard uT_it (f _:aSu:. This must
consist of a fixed qm'mtity of some concrete substance,
]

:!

defined by reference to the units of _-eight or space.
Value may seem to some people to be a purely mental
phenomenon, and a pound would then have to be defined,
as Lord Castlereagh asserted, by a schuss of value. But
we might as well define a yard by a sense of length, or a
grain by a sense of weight.
Just as every quantity in
physical science is defined by reference to some concrete
standard specimen, so, if we are to measm'e and express
value at all, we must fix upon definite quantities of one
or more definite and unchangeable
commodities for the
purpose.
The expression, stanJard _n[t of value, will indeed be
almost inevitably misunderstood
as implying the existence of something of fixed _,alue. As _'e have seen,
ho_ever (p. 11), _-alue merely expresses the essentially
variable ratio in _hich two commodities exchange, so
that there is no reason to suppose that any substance
does for two days together retain the same value. All
that a standard of value means is, that some uniform
unchangeable substance is chosen, in terms of which all
ratios of exchange may be expressed and calculated,
_dthout any regard whatever to the feelings or merited
phenomena which the commodities produce in men. For
reasons already stated, one or other of the metals, gold,
silver, or copper, has usually been considered most
suitable for constituting the standard substance.
The absolute _-eight or magnitude of the unit of
money is a matter of little or no importance, l)rovided
that all people agree Ul)On the same unit, and that it
be permanently
and exactly defined, and afterwards
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adhered to. Before the English yard was fixed, it would
not have mattered whether it was a few inches longer
or shorter ; it does not matter, indeed, whether the inch,
the foot, the fro'long, or the mile is the nnit, provided
that one of them is definitely fixed, and the others
referred to it by known ratios.
So, it is really indifferent
whether we regard the pound troy of standard gold, or
the ounce, or the fixed number of grains in the sovereign,
as our standard.
It is only requisite that every contract
expressed in money shall enable us to ascertain exactly
how much standard
gold is due from one person to
another.
M. Chevalier and some other continental economists
have argued elaborately in favour of a universal standard
unit of value, coinciding with the metric system ot
weights.
They wish the unit cf value to be ten grams
of gold exactly, and seem to think that there is some
magical efticaey in the correspondence
of money and
weights.
This correspondence might perhaps be a slight
convenience to those bullion dealers who have to calculate the metallic value of coins before melting or exporting them, or to those mint officials who have to adjust
and test the weights of coins ; to all other persons it would
be oo matter of complete indifference.
Those who use
coins in ordinary business need never inquire how much
metal they contain.
Probably not one person in ten
thousand in this kingdom knows, or need lalow, that a
sovereign should contain 123"27_47 grains of standard
gold. Besides, if we agree to accept a precise metrical
quantity of one metal as our standard, the weights of
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the coins composed of other metals will be complicated
fractional amounts, to be determined with reference to
the accidental market values of tile metals.
All we can say, then, is that tile standard unit of value
is some entirely arbitrary weight of the standard metal,
tile exact amount of which, being _ matter of indifference on general grounds, shouhl be fixed as seems most
convenient in reference to the habits of nations or other
accidental circumstances.
Cob_, 3Linty qf Aeco_u_t, a_zJ UJ_t q/I'aSle.
It is desirable

to distinguish

clearly

between

three

things which, ,_lthough definitely related to each other,
need not be identical.
The unit of value, or standard
weight of the selected metal, is not necessarily made into
a coin. It may be a quantity too great or too small for
coining.
All that is requisite is that the current coins
shall be multiples
or snbmultiples
of the unit, or
easily expressible in terms of the unit.
Nor is it even
requisite that the numbers in which we express value
should be numbers of coins, or numbers of units of value.
The 9_oncy qf acco_t, as it is called, may differ both
from the current
money and the standard
money.
This is well illustrated
in the Anglo-Saxon system of
currency.
The unit of value was the Saxon pound of
standard silver, which was far too large to be coined.
The only coins issued in any considerable quantity by
the Anglo-Saxon kings, were silver pennies and a few
halfpennies;
yet the usual money of account was the
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shilling, which, after varying fl'om four to five pence,
was fixed by William I. at twelve pence, as it has ever
since continued.
No coin called a shilling was issued
before the reign of Henry YII.
Though the shilling
has survived, other moneys of account have been forgotten, as, for instance, the malleus, which was equal to
thirty pennies, or six shillings of five pence each.
The
n, ark, the ors, and the thrimsa were other moneys of
account used by the Anglo-Saxons.
In out" present English system the three moneys
happen t_ coincide, which is doubtless a matter of some
convenience.
The sovereign is at once the principal
coin, the unit of _'alue, and the money of account in
all the larger transactions,
although in the expression
of smaller sums the shilling is yet preferred.
In France
at the present time the money of account and the unit of
value is the fl'anc fll gold; but as this weighs only
0"3226 gram, or about five grains, it is coined only in
five, ten, and twenty-franc gold pieces, with subsidiary
silver coins. In Ilussia, before the time of Peter the
Great, the rouble was an imaginary money of accounL
consisting of one hundred copper eopecks.
When Nontesquieu affirmed that the negroes on the
]Vest Coast of Africa had a purely ideal sign of value
called a macute, he misunderstood the nature of money
of account.
The mature served with the negroes as
the name for a definite, though probably a variable,
number of cowry shells, the number being at one time
2000. The macute has also been coined in silver pieces
of eight, six, and four macuges, struck by the Portuguese
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for use in ttieir colonies, the inacute

being worth

about

2_d.
When the currency of a country ur_dcrgocs a change,
the units of coinage,accountand _alue are likelyto
become separated.
Sometinies a new system of accounts
is applied to an old coinage, as in Norway at the present
time.
The Stockholm government is endear'outing
to
introduce the Swedish deeimM system of currency, and
some merchants are stfid already to keep their accounts
in kroner and 5re, although the money in circulation
consists Mmost wholly of the old skillings and the paper
speeie-dMers.
On the other hand, the coinage is sometimes changed, and yet the old method of accounts
retained,
especially
as regards foreign transactions.
Thus the rates of forei_i exchange between the United
States and England were, until last year, quoted in
terms of a dollar _-alued at 4s. 6d., in accordance
with
a law of 1789.
This rate seems to lla_'e been the traditionM par of exchange of the lie:dean dollar, and it
was still retained e_'en when the American dollar had
been coined so as to be worth only 49"316 English
pence.
There are two eomses which hax'e often led to a
difference between coinage and money of account.
The
coins may, by legitimate abrasion, or by fraudulent clipping and sweating, become much reduced below their
proper weights, yet an agio, or allowance, being made for
the average deprecia_tion, the old standard of value and
money of account may be retained, as was the case in
Amsterdam, Hamburg, and other towns. When a depre-
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eiated currency is issued in a country, the money of
account may either change _ith it or remain as before ;
and it is an exceedingly difficult, if not insoluble problem,
to decide whether, in particular
periods of English history, prices were expressed in thenew depreciated or the
old good money.
Professor a. E. T. lh)gers has pointed
out, in his admh'able "History of Agriculture and Prices
in England," printed by the Clarendon Press (vol. i. p.
175), ttlat, in the fourteenth century, the coinage, though
app,_rently passed by tale, was often weighed.
Jal the
ancient college accounts which he has investigated, he
finds charges entered both for the cost of scales to
make the veighings,
and for the deficiency of weight
of the coins.
In m,_ny countries, even at the present day, the
circulating medium consists not of any one simple and
well-connected
series of coins, but of a miscellaneous
collection of coins of various sizes and values, imported
from foreign states.
In such eases the money of
account must necessarily differ from the mass of the
coins, of which the vMue is usuMly estimated by a tariff
expressed in terms of the money of account.
In the
German states, a few ?.ears ago, French and English gold
was freely accepted in this manner,
in Canada there
is an intricate confusion of monetary systems.
There
being no national mint, the circulation consists of many
species of foreign coins, chiefly varieties of the dollar.
The monetary unit is _ dollar, taken 'ts equM to fifty
English penec,; but this is r(q)rcsentcd by bank notes,
and not by any coin.
At the same time there arc
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tWO different moneys of account: the Halifax Currency
:Pound, divided into twenty shillings of twenty pence
each, and defined by the fact that sixty such pence are
equal to "_ dollar; and, secondly, the Halifax Sterling
Currency, which perpetuates, for the purpose of expressing the rates of foreign exchange, the old valuation
_'hich makes a dollar equal to 4s. 6d.
Standard and Token Money.
We must distinguish
between eoin_ according as
they serve for standard money or for tokeT_ _noney. A
standard
coin is one of which tlle value in exchange
depends solely upon the value of the material contained
in iL The stamp serves as a mere indication and
guarantee of the quantity of fine metal.
We may treat
such coins as bullion, and melt them up or export them
to countries where they are not legally current; yet the
value of the metal being independent of legislation will
everywhere be recognised.
Token coins, on the contrary, are defined in value by
the fact, that they can, by force of law or custom, be
exchanged in a certain fixed ratio for standard coins.
The metal contained in a token coin has of course a
certain value; but it may be less than the legal value
in almost any degree.
In ore" English silver coinage the
difference is from 9 to 12 per cent., according to the
market price of silver; in our bronze coinage the difference is 75 per cent. The metal contained in the French
bronze coins is in like manner equal in value to little
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more fhan one quarter of fhe current value.
In many
eases the difl'erenee has been far greater, as for instanee
in some of tile old kreutz_r pieces lately current, in the
German states.
Woods's halfpence, which at one time
ereated so much discontent
in Irehmd, or the sm_fll
money previously
extreme instances
3fetallic

issued by Charles II. in Irehmd,
of depreciated token money.

are

a_d _,'omil_(d Valises of Cobzs.

I{ has been usual to call the value of the metal
contained in a eoin ttae i_tri_de valise of the coin; lint
tiffs use of the word i_ztrb_,sieis likely to give rise to
fallacious notions eoneerning the nature of value, whiell
is never an intrinsic property, or existence, but merely
a circumstance,
or external _elation (see p. 9). To
avoid any chance of ambiguity, I shall substitute tin,
expression, *metallic talkie, and I shall distinguish this
from tlie )_omiJt,__l,c_stomaW, or lcjal
z'alue, at which
a coin actually does, or is by law required, to exchange
for other eoins.
There are two ways in which tlle metallic value
of a coin may be, reduced below its nominal value,
namely, by reducing either the weight or the fineness
of the metal.
English silver coin is still maintained
ag the "aneient
right standard"
of 11oz. 2 dwts. in
file troy pound, which has existed from time immemorial.
By the Aet of 1816 the silver coins which had
previous]y been, in theory at h.ast, standard money,
were reduced in weight by 6 per cent., and thus r('ndered

:
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token money, which they still continue to be. In France
and other countries belonging to the Monetary Convention, the smaller silver coins of two francs, one fume,
and rift3' centimes, have been converted into tokens by
reducing the fineness of tile silver from 900 to 835 parts
in 1000. It does not seem to be a matter of any importance which mode is adopted; but the English mode, so
long us it does not render the coins inconveniently small,
is perhaps slightly the better, because some persons can
satisfy themselves as to the weight of a coin, but none
are able to test its fineness, unless they are professional
_ssavers.

l't need hardly

be stated

that

eoin_ _x-hieh circulate

by law in one country as tokens may be aceepte(l
other countries at their metallic value.

in

.Legal Tender.
l_[onev must further be distinguishect, according as it,
is or is not legal _cmlcr, or has or has not what the
French c_ll co_rs .fore& I_y legal tender is denoted
such money as a creditor is obliged to receive in requitM
of a debt expressed in terms of money of the realm. One
great object of legislation is to prevent uncertainty
in
the interpretation
of contracts,
and accordingly the
Coinage Act defines precisely wha_ will constitute a legal
offer of payment on the parg of a debtor, as regards
a money debt. If a debtor tender to his creditor the
amount of a debt due in legal tender money, and it be
refused, the creditor may indeed apply for it, or sue for
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it afterwards, but the costs of the action will be thrown
upon him.
But there seems to be no legal necessity that
exchanges or contracts shM1 be made in money of the
realm.
At comnlon law, contracts for the direct barter
of two commodities, or for purchase and sale in terms of
any kind of money, will be valid, provided it is clear
what the terms of the coldract mean.
Accordingly,
the sixth section of the Coinage Act (33 Yict. e. 10),
while enacting that every contract, sale, payment, bill,
note, transaction, or matter relating to money, shall be
made or done according %o the coins which are era'rent
and legal tender in pursuance of this Act, yet adds,
"unless the same be made, executed, entered into, done or
had, according to the cm'rency of some ]3ritish possession or some foreign state."
If I understand the matter aright, tllen, every person
is at liberty to buy, sell, or exchange in terms of any
money or commodity whatsoever which be prefers; and
the fact thai certain coins, up to certain limits, are
legal tender, only means that the state provides a definite medium of exchange and defines precisely what
that is. The Act requires thai .E_glish motley shall be
the money issued by the mint, in accordance with the
terms of the Act. Of course i$ remMns quite open to a
creditor to receive payment in coins which are not legal
tender, if he like to do so, and I presume there would
be nothing to prevent him entering into a contract to
that effect. If a man contracted
to sell goods to the
extent of £100, and to receive l)aym_nt in bronze pence
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and halfpence,
itwould no doubt be a validcontract,
although no single quantity of pence exceeding twelve
pence is a legal tender.
The exact meaning of the term, legal tender, may oi
course vary h'om country to country, and the above
remarks apply only to countries under the English law.
The Force of Habit in the Circulation of MoTley.
No one can possibly understand many social phenomena unless he constantly bears in mind the force of
habit and social convention.
This is strikingly true in
oar subject of money. Over and over again in the
course of history, powerful rulers have endeavom'ed to put
new coins into circulation or to withdraw old ones ; but
the instincts of self-interest or habit in the people have
been too strong for laws and penalties.
Though in
particular instances it may be difficult to explain occurrences which happen in the circulation
of coins, yet a
close analysis of the character
of those who handle
money, and their motives for holding or paying i_ away,
will throw much light upon the subject.
We must notice, in the first place, that the great
mass of the population who hold coins have no theories,
or general information whatever, upon the subject of
money.
They are guided entirely by popular report
and tradition.
The sole question with them on receiving a coin is whether similar coins have been readily
accepted by other people.
Thus in the remote parts of
Norway at the present time, the old paper daler notes
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are preferred to the beautiful new twenty-kroner
gold
pieces, i:y far the greater number of the people possess no means of learning the metallic, or even the lega],
value of an unfamiliar coin.
Few people have scales
and weights But{able for weighing a coin and no one
but an assayer or analytical chemist can dee{de upon
its fineness.
},Lmy a travd!cr
who has carried good
new coin into ,l country where it happened to be strange,
has had to suffer a loss in paying it away. When our
bronze pence were quite o_ novelty, I happened {o take
Borne with me into at remote part of North Wales, and
they were rejected.
People in general accept coin simply on the ground
of its familiar appearance.
So entirely is this the ease
among very ignorant populations, ihat it has often been
found desirable to maintain unchanged {he impress on
successive issues of coins. In many cases coins have
been struck for this purpose with the date of a long past
year, or even the effigy of a dead sovereign.
The Maria,
Theresa dollar is still coined by the Austrian mint,
with exactly the same design and date as when first
issued in 1780, beeause it is the favourite coin in some
of the states of North Africa, and various parts of the
Levant.
The ]3ritish Government, when undertaking the
Abyssinian expedition, procured a large stock of these
coins for paying the natives.
In the same way Mexican
dollars are usually worth rather more than silver bullion,
because of theh" easy currency in the East.
To the supremacy of hal)it, and the absence of means
of estimating the real va!ne of coin, is obviously due the
5
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depreciation which currencies have nndergone.
]_alse
coiners and kings alike find {lint, if they can only make
new coins look and feel exactly like old coins, the people
will aec(pt depreciated money without question.
The annals of coinage, in this and all other countries, are little more than _ monotonous repetition of
depreciated
issues both public and private, varied by
occasional
meritorious,
but often unsuecessful,
efforts
to restore tile standard of the currency.
A curious
instance of successive attempts to ]_eguile a people are
found in certain lloman denarii of the Con_uhu" times.
FMse coiners ha_'ing issmd plated denarii ,tmong tile
subject Germans, the people appeared to have notehed
them vith files to test their genuineness.
The Gernmns
having thus become accustomed to see geuuine ,_ot&ed
eoins, the llonmn government fbund it desirable to issue
new eoins notehed in a similar manner.
But tile forgers
were not to be beaten.
They issued plated dengrii witll
the notches all complete, apparently
displaying good
metal widfin ; and notched false coin q of this kind exist
to the present day in numismatic cabinets.
G;'cd_amb Gem:.
Though the public general]y do not discriminate
between coins and coins, provided there is an apparent
similarity,
a small class of money-changers,
bulliondealers, bankers, or goldsmiths make it their business to
be acquainted _it!_ such differenee,% and know how to
derive a profit from th(m.
These are the people _ho
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frequently
_mcoin money, either by melting it, or by
exporting it to countries where it is sooner or later
melted.
Some coins are sunk in the sea or lost, and
some are carried abroad 1)5:emigrants and travellers who
do not look closely to the metallic value of the money.
J3ut by far the greatest part of the standard coinage'is
removed from circulation by people who know that they
shall gain by choosing for this purpose the new heavy
coins most reeentty issued from the mint.
Hence arises
the practice, extensively carried on in the present day in
Pmgland, of 1)ickM9 and culliny, or, as another technical
expression is, garblMy the coinage, devoting the good new
coins to the melting-pot, and passing the old _orn coins
into circulation again on every suitable opportunity.
From these considerations we readily learn the truth
and importance of a general law or principle concerning
the circulation of money, which :_Ir. _Iaeleod luts _'erv
appropriately named the Law or Theorem of Gresham,
alter Sir Thomas Gresham, who dearly perceived its
truth three centuries ago. This law, briefly expressed, is
that bad mo_zey driccs out good vw_ey, but tha_ good
mo_ey cam_ot drice out bad molzey. At first sight there
may seem to be something paradoxical in the fact, thttt
Mien beau;Zul new coins of full weight are issued fl'om
the mint, the people still continue to circulate, in preference, the old depreciated ones. Many well-intentioned
efforts to reform a currency have thus been frustra%d,
to the great cost of states, and the perplexity of statesmen who had no_ studied the principles of monetary
science.
"
-
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In all other matters everybody is led by self-interest
to choose the better and reject the worse; but in tile
case of money, it would seem as if they paradoxically
retain the worse and get rid of the better.
The explanation is very simple.
The people, as a general rule,
do not reject the better, but pass fl'om hand to hand
indifferently the heavy and the light coins, because their
only use for the coin is as a medium of exchange.
It is
those who are going to melt, export, hoard, or dissolve
the coins of the realm, or convert them into jewellery
and gold leaf, who carefully select for their purposes the
new heavy coins.
Gresham's law alone fm:nishes a sufficient refutation
of Mr. tIerberf Spencer's doctrine, already noticed (p. 64)
that money ought to be provided by private manufacturers.
People who want furniture, or books, or clothes,
may be trusted to select the best which they can afford,
because they are going to keep and use these articles;
but _'ith money it is just the opposite.
1Koney is made
to go. They want coin, not to keep it in their o_-n
pockets, but to pass it off into their neighbours' pockets ;
and the worse the money which they can get their
neighbom's to accept, the greater the profi_ to themselves.
Thus there is a natural tendency to the depreciation of the metallic currency, which can only be
prevented
From

by the constant supervision of the state.
Gresham's law we may infer the necessity

of

two precautions in the regulation
of the currency,
h
the first place, the standard coins, as issued from the
mint, shmHd 1,c as m,arly as possible of the standard
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weight, otherwise the diff_,renee will forln a profit for
the tatllion-bl'o]_er and exporter.
In the second pli_ce,
adequate measures must b_ taken for withdrawing from
circulation
all coins which are worn helow tht' least
legal _-eight, otherwise they will continue to circulat_
as token coins for an ind,.finite lcngth of time.
All
commerce consists in the ex(-hange of (_)n_modities of
equal value, and the princil_al mone.v should consist of
pieces of metal so nearly e,tual in metallic contents, that
all persons, including bullion dealers Bankers, and other
professed dealers in money, will indifferently substitute
one coin for another.
]3ut it is obvious that these
remarks do not apply to coins inh.nded to serve as
tokens, since the era'rent value of tokens exceeds their
metallic Yalue, and every one who uses them otherwise
than hi ordinary
circulation
will lose the difference.
tIcnce the weight of a token coin is comparatively
a
matter of indifference,
so long as peOlfle will receive
them, and the &.ficiency of weight is not too great a
temptation to the false coiner.
In England at the present day the force of habit, and
the absence of means of discrimination,
lead to tLe
depreciation of our gold standard coinage by abrasion.
Only while a sovereign exceeds 1:22"5 grains in weight
is it legally a sovereign; but people go on paying and
receiving indifferently, in ordinary trade, sovereigns of
which the metallic values differ 2d. or 4,/., and sometimes
even 6d. or Sd. Every standard
coin thus tends to
degenerate into a token eoin, and such _ coin can only
be with&'awn ti'om circulation by the state.
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Gresham's

remarks

concerning

the inat)ility

of good

money to drive out bad money, only referred to moneys
of one Mnd of nwta}, but the same principle applies to
the relations of "all kinds of money, in the same eireulation.
Gold compared with silver, or silver with copper,
or paper compared with gold, are subject to the same
law that fl_e relatively cheaper medium of exchange will
1)e retained in circulation and the relatively dearer will
disappear.
The most extn.me instance which has ever
occurred was in the ease of the Japanese eum'eney.
At
the time of the treat F of 1858, between Great ]]ritain, the
United States, and aapan, which partially opened up the
last e()unfry to _European traders, a very em'ious system of
currency existed in Japan.
The most valuable aapa_ese
coin was the kobang, consisting of a thin oval disc of
gold about 2 inches tong, and 1_ inch wide, weighing 200
grains, and ornamented in a very primitive manner.
It
was passing current in the towns of aapan for fern" sih-er
itzebus, but was worth in English mom.y about 18.*. 5(1,
whereas the silver itzebu was equal only to about 1.s'.4_l.
Thus the Japanese were estimating their gold money
at only about one-third of its value, as estimated according fo the relative _-alues of the metals in other
parts
of the wm'ld. The earliest
European
traders
enjoyed a rare opportunity
for making profit,
t',y
buying up the kobangs at the native rating they try,bled
their money, until file natives, perceiving what was being
done, withdrvw fl'om circulation
the remainder
of the
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gohl. A complvte refl)rm of the Japanese currency is
now being carried out, the English mint at tIong Xong
having been purchased by the Japanese go_crnmcnt.
What hapl)ened in on extreme degree in Japan has
often happened in England and other European countries,
in a less degree.
If tile ratio of gold and silver in the
coinage, as legally emTent, differs only one or two per
cent. fi'om the commercial ratio, it may become profitable to export tile one metal rather than tile other, and
in this way, as we shall see, the nmin part of the currency of France was changed from silver into gold
between 1849 and 1869. In fact the character of the
coinage of most nations has been determined
in a
similar manner, and England and tlle United States
were thus ted to adopt a principal gold currency.
There
is every reason to believe that in ancient tlome, both
in the time of tl_e 1/epublic and of tile Empire, great
difficulties were encountered in regulating
the eun'ency
of silver alongside of copper, and the perplexity became
worse when gold coin was introduced.
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WE are now in a t_o_ition to analyse the construction
of the various ,<)'stems
of metallic money which have
existed, or do exist, or which lnigh{ be conceived to
exist. The systclnS actually brought into operation are
more numerous titan is commonly supposed, and I have
nowhere met with an adequate classification of fl_em.
M. Coureellc-Seneuil, indeed, has satisfactorily described
some of the princitml systems, and MM. Chevalier, G arnier,
and other writers, both continental
and English, have
given other brief classifications.
But we must now take
a comprehensive s-ic.wof tt_e possible ways in wlfich two,
three, or more metals may be cmlfloycd in the COllSh'uetion of a more or less useful monetary system.
There seem to be five distinct modes in _dfich a
government, may deal with metallic money.
1. It may confine itself to providing a system of
weights and measures, and may then allow the precious
metals to be passed about from hand to hand, like other
commodities, in terms of the national weights and measures, and in thv to'tin which individua]s find to loc most
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This we may cM1 the syst_mi of c,,'rc_c.tj

b# tvcight.
2. To save the trouble of frequent weighing, [tlld
the uncertainty
of fineness of the metal, it may coin
ont_ or nlOl'e metals into pieces of eert'tin specified w_dghts
_md fineness, and may afterwards "tllow the lmlHic £o
make their contracts and s'tles in one or other kind of
coin, as they deem expedient.
This may be described as
the system of vm'esh'ict,'d c,rre_,'y by tal_.
3. To prevenL misunderstandings,
the government,
while emitting various coins in various mt_tals, m:ly
ordain that all contracts expressed in mon_,y of the reMm
shall, in the absenc_ of express provision to the contrary,
be taken to mean mom,y of one kind of metal, specially
named, while other coin shall be h_t't to circulate at varying market rates eomlmrcd with this principal kind of
coinage.
This is I/,' .sh,i/,' l,',j,/t,,;,lcr .V/.s_cm.
4. The governmt,nt may _,mit coins of two or 1]lOl'e
kinds of m(tal, and enact that mommy contracts may be
discharged in one or othter kind, at c_:rtain rates fixed
l)y law. This is the m_dtiyc l(',lal tcJ,t(:r ,Wst_:m.
5. While maintaining one kind of coin as the prineil)al
legal tender, ill which all large money contracts must be
fulfilled, coins of other kinds of metal inay be ordered
to be received in limited quantitie.% as equiv'th:nt to the
prim-ipal coin. For this th_ name cuml,o.5i_ctC_lCtltender
_y_icm may be l_ropos_'d.
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The order in which I have enumerated the principal
systems of metallic money, is not only the logical order,
lint it is'the historical order in which the systems have,
for the most part, been introduced.
There is overwhelmhlg evidence to prove that simple currency
by
weight is the primitive system.
Before tile invention of
the balance, hmps and grains were no doubt exchanged
according to a rude estimation of {heir bulk or weight ;
but afterwards tile balance became a necessary instrument
in all important transactions.
In the 01d Testament we
find severM statements clearly implying that the ancient
Hebrews used _o pass money by weight.
In Genesis
(xxiii. 16) AbrMmm is represented
as weighing out to
Ephron "four hundred shekels of silver, current money
with the merchant,"
but the silver in question is believed
to have consisted of rough lumps or rings not to be considered coin.
In the Book of Job (xxviii. 15) we are
told that "wisdom caroler be gotten for gold, neither
shall silver be weighed for the price thereof."
Aristotle, in his l'o!itics (1;ook I., clml,, ix), gives an
interesting aceomlt of his view of the origin of mvn%,
•tnd distinctly tells us that the metals were first passed
simply by weight or size, and Pliny makes a similar
assertion.
That it was so, we mqy infer fi'om the remarkable fact that, even when no use was made of it, the
custom of bringing a pair of scales survived as a legal
formality in tile sale of slaves at Ilome.
There can be little doubt that every system of coin-
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age was originally identical with a system of weights,
the unit of value being the unit of weight of some
selected metal.
The English pound sterling was certainly tile Saxon pound of standard silver, which was
too large to be lnade into a single coin, but was
divided into two hundred a::d forty silver pennies, each
equal to a l)c_7_._l_cciS_t. In the :English and ScotcL
l_O_d._", and the }'tenth litre, we have the vestiges of a
uniform international
system of money and weights, the
establishment
of which is attributed
to Charlemagne,
but which unfortunately
became differentiated
and destroyed by the various depreciations of file coinage in
one country or another.
}Iost of the other principal
units of :atue were originally units of weight, such as
the shekel, the talent, the as, the starer, the libra, the
mark, the franc, the lira.
In the Old Testamentthe notion of money is expressed
three times by the tIebrew word kesitah, which is translated in certain old :ersions into words meaning l_lmb. This
might seem to be an additional proof of the former usa of
cattle as a medium of exchange ; but I am informed by my
learned fl'iend, Professor Theodores, that this translation
pr,_bably arises fl'om an accidental blunder, and that the
originM meaning of the _x-ord kesitah, was that of "a
certain _elght,
or
an exact quantity."
The corresponding word in the Arabic, ldst, is said to denote a
pair of scales.
Currency by weight still exists amol_g considerable
portions of the hmmm race. In the t3urman empire,
for instance, three kinds of metal are cmrent, nameh-.

bad, ,qlw.r. amt _old, and all pa)ment._ are mmh' by the
balam:v, the m_it {,f ut.ight £.r _itw.r being the, tieal.
•
;h th{ {Inns,,
_, Vml,irc and Cochin (',l]ilm, ihcreis in&'vd _ ;hgal {.,lldur
CUl'l'ell{,)'
of (.d:s]t (11' ,sdiJ(:L..v l}l.it gold
aud sihu,r arc llStl_tll): dealt in by weight the unit l_.,ilig_
the tm'l. A
_tt_(:(_tll_t t_t_Chinese morn'y,
In M. ]v Comic lhichcchouart,
will be found ill the g.t_rHM de. l'.'..¢.mti.sl,'s for 18{;9 (vol. xv. p. lOgh
Ac( ording
to this write,r, both gold aml silver arc treated simply as
mt_rchandi_{,, nnd {lit.r{? is liot (,v{'n a rec{}g]iized st_m?l,,
XP
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Thc travvlh,r must {m]'rF th(,_c ]n{_tals with him, as _
suflici_'nt quantity of strings of cash would >,quire
a, wa-_on for their conY_'Fancc. Yet in exchanging silver
or g,}ld lie is sure to suffer gl'('_'_t, ]{/SSCS, both ti'o111the
fidsity of b:dances
Itlltl "we]_llts,
and 111o llneel'taill
fineness of ghe metal.
Jal buFing _ tad of gold the
tntveller ma F have to give eighteen fads of silver; but
iu selling it lie will often not obtain more than fourteen
tael_.
Whatever
1}e ill(, inconveniences
<_f thc, m_4hod.
eum'eney ],y w(,i_.q_t ix F(,t tl!c natural and ncecss_ry
system to which people r(:,vert whel]ever the {l])I'[lS]OIt
of coin% the intermixim:e of currencies, the fall of a
state, or other (muses destroy the pnblie confidence in
_ more highly organiz(,d sFstem.
Though the silver
l_cnn)" ainong the Anglo-Saxons was SUl_l_(:}scdto eori'espond with a l_,9_ZWci(I]d, there was a 1)raetieo of giving
.,}_]:,.'_s.ti..d
l)('>s_m, which realJy alnounhd to taldng
the c{,il_s by weight, It} all{uv for al,l'asim_ and inaccurate
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or false coinage.
TL(' as wa_-:at first equal in weight
to a ]roman pound, but it was rapidly h_ss(,nt_d, so that
at the Ol_och of th_ First Punic War, it (lid not exce(_d
two ounces, and by the time of the Second l'uni(- War it
had sunk to one ounce.
Tlw lhmmn peoph.' had naturMly reverted It) wc_ighing the metal, and the _c,s grave
was money re(:lumed by weight insteadof l_y ¢al,'.
In the pre._en_ day (.urr_.nev by _vcigh_ is filr more
extensively practised then might be sup1)oscd , ])ccause,
in many parts of the world, the currency consists of a,
miscellaneous
assortment of old gold, silver, and even
copper coins, _hiuh have been brought thither frollt
other countries, and have been variously worn, clipped,
or depreciated.
In such countries the only means of
avoiding loss and fraud is to weigh each coin, and *&e
impress passes for little more than an indication of the
fineness of the metals.
In all large international
franc"lotions, again, currency by weight is the hole method.
The regulations of a state concerning i_s lcgM tender
Lave no validity beyond its own frontiers;
and as all
coins are subject to more or less wear and uncertainty
of weight, they are received only for the actual weight of
metM they are estimated to contain.
The coin of wellconducted foreign mints is bought and sold by weight
without melting;
but the coin of minor states, which
have occasionally depreciat(_d their monQ% is me!ted up
and treated simply as bullion.
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The simplest way for a state to manage its money
might seem to l_e to revert to tile primitive notion of a
coin, and issue pieces of gold, silver, and coi)per, eerfiiicd
to be equal _o units of weight, leaving all persons fi:ee to
make contracts or sales in terms of any of these metals.
These pieces of eertiiied metal would then be so m'n U
commoditit_s thrown into the markets and allowed to
take their natural relative vahtes.
Such appears to have lwcn the system intended to be
established l_y the lVrench II_volutionary Government in
terms of the abortive law of Thermidor, an III.
Discs
of ten grams each were to be struck in gold, sih, er, and
copper, and then put in circulation, without any attempt
to regulate their currency.
If I understand his meaning
eorreetly, N. Garnier has recently brought forward a
somewhat similar scheme, proposing to make fhe gram
of gold at nine-tenths the unit of value, and to coin pieces
of one, two, five, eight, or ten grams concurrently with
standard
silver pieces, which are in Franc_ already
lnultilfles of tht gram.
_I. Chcvali_,r's proposed syst_m
of international
mon_,y, partially at least, involves the
same notion; for he considers that the principal currency should consist of dt,eagrams of gold.
But, as
:Mr. I_agehot has well remarl,:ed, there is no object
whatever, as regards the greater
ln_ss
of the l_opulation,
in having coins simply related to the system of weights,
1}eeause most l?eople never need take any account of the
",v_,ight at all.
They need only know how many eopi?er
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coins are equal to one silver coin, and how many silver
to one gold coin. Now, if we carry out _[. Chew_lier's
scheme consistently and fully, and nmke all the coins
multiples of the gram, we shall oblige all people to be
constantly worldng complex arithmetical
snm.s. No one
eoNd give exactly correct change without eMeulating
how many silver ten-gram pieces are, at the market
price of silver, equal to one gold ten-gram piece.
The
necessity %r calculation occasions needless loss of time
and trouble, and a factitious gain is sure to accrue to the
expert and unscrupulous
at the expense of the poor and
ignorant.
Owing to {llese obvious objections no government has
ever, I believe, carried into practice a system of mom,y
of the kind described.
Nevertheless, currencies approximating to it in ilattu'e have come to exist in many parts
of the world by the intermixture
of coinages of different
states.
There are many Lalf-ei_ilized
nations which
have no national coinage, but emlflOy the coins which
lmppen to reach flicm in the course of trade.
On the.
West Coast of Africa tlle Spanish dollar is tlJe best
known coin, but 1)anish, French or Dutch coins Mso
eircutat(_.
In several of the South American states
the currency is in a state of complete c:mfusion, consisting of '_ mixture of American eagles, gold doubh_on.%
silver do]lars, English s,_v(.rcigns, piastre.% etc., t_gdhcr
sometimes with several different issues of e_inagc of tit(.
South American Mates variously depreciated.
_2.\'en ill
]3ritish possessions we find the same state of thing,_. [n
the ]3ritish \Vest Indian Islands, American, Mexican,
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_panish, and other dollar_, circulate concurrently
wRh
English money;
but it shouhl be added that in most
cases the Spanish dollar is {reared as tile standard of
,,:,due, and other coins are quoted in terms of it.
in Eastern countries tl_ere is a similar intermixture
of coinage.
In Singapore the Indian rupee mingles with
Spanish and 5[exican dollars.
Persia has a rude coinage
of its own, so uncertain in weight tl2at it has to be dealt
in by the bahmee, but llussian, Turkish, and Austrian
g,}ld coins circulate by tale.
Some of the best-regulated
n:ttions have allowed, or even lu'omoted, the currency
of _-arious foreign coins.
In Germany, lVreneh and
English gold coins used to be aecept0d, according to
a _ell-recognised
tariff.
The circulation of English,
French,
Spanish, _Iexican, and other gold coins in
the United States was legaliz(,d by an Act of June 28[h,
1834, repealed by an Act of February 21s[, 1857, which
however "allows certain foreign coins to be received at
government offices.
In Jdngland we have for many _enel"afions enjoyed a
very lmre currency, so that we are unconscious of _he
inconveniences
arising
fl'om a eonfusiol_ of coins of
different values.
]_ut in the earl)" part of this century
Spanish dollars were put into ch'eulation foi" a time in
England.
In former centuries the mixtm'e of coinages was far
more common than at present,
iNo eonntry ht_d a
currency free from stl'ange coins.
It is impossible to
_pcn an old book on commerce without iinding long
tables of coins which the merchant might expect to meet
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with;
anti tlle business
of money-changing
was a
lucrative and common one.
It wilt 1)e understood, that only so long as coins are
known by the fresh sharp appearance of the impression
to be of full weight, and ate accepted according to tariff',
does the system of currency by tale or nmnl)er exist.
The silver dollar, being a large coin, is sul_ject to comparatively little abrasion, so that people learn to receive
dollars of various species at certain well-est_fl_lished rates.
Thus the dollar has practical]y been for several centuries
the international
money of the tropical countries.
But
so soon as coins bear evidence of wear or ill-treatment,
they must be eh'c_flated by weight, and we revert to a
more primitive system.
M. Fecr-tterzog
has described, as the system of
l_arallcl st_lT_&trd.s,that in which a state issues coins
in two or niore metals, and then allows them to circuhtte
by t_fle at ratios varying according to the marl;et values
of the metMs, tie cites, as recent examples, the rixdaler
in silver, employed as the internal money of Sweden in
combination with the ducat in gold, serving as hirernational money.
The government of India, again, has
on several occasions tried to introduce a parallel standard
of gold alongside of the single silver legal tender now
existing there.
Gold mohm's have long been more or
less in circulation in Indi_, and are supposed to form at
present about one-tenth part of the coinage.
They are
of exactly the same weight and fineness as the silver
rupee, and are nsuttlly valued at from 15 to 15_ rul_ees.
it s_ciiis probablt_, howew_r, that wli_t _I. I%t.i'-Herzog
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calls %he system of parallel
standards
will coincide
according to circumstances,
eft,her with that which I
have described as the system of unrestricted
em'rency
by tale, or that of a single legal temler, with an additional
commercial money of varying value. The Indian currency
must certainly be classed under tl_e latter head.
There
cannot in fact be two different parallel standards used
both at the same time ; and though it is not uncommon
for a state to coin moneys in two metals, and leave its
subjects to pay in one or other at will, yet one of the two
is generally recognized as tlie standard of value.
Sh_yIc LeyaI Tender Sy.stcm.
The system of currency naturally adopted by tlie first
coiners of money was that of a single legal tender.
Coins of one kind of metal, or even a single series of
coins of uniform weight, were at first thouglR sufficient.
Iron in small bars was the single legal tender in
Lacedmmon, and possibly in some other early states.
Ae8 was undoubtedly
the legal tender among
the
Romans for a length of time.
In China the sole measm'e of value and legal tender to the prescnfi day
consists of brass cad_ or _sal,c]_'.
% strung together in lots
of a thousand each.
In England
silver was the only
metal coined from the time of Egbert to that of
Edward III., with the doubtful exception of a Tery few
small pieces of gold. Silver was the sole legal tender
and measure of value, and few coins except silver pennies
were issued.
In llussia and Sweden, during par_ of lasg
century, copper was the sole legal tender.
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A single metal currency has the great advantages of
simplicity and certainty.
Every one tmows exactly what
he is %o pay or receive, and when the coins are of one
size or of a few sizes, simply related to each other, like
the early English coins, no one is subject to loss by
errors of calculation.
But there is the obvious disadvantage that, according as tile metal chosen is cheap or
dear, large o1" small transactions will be troublesome to
effect. To pay a few hundred pounds in Swedish copper
plates, or Chinese strings of cash, a cart would be required
for conveyance, and the counting of cash is almost
impracticable,
k silver coinage again does not _dmit
of coins sufficiently small for nlinor transactions.
It is
difficult to understand
how retail trade vas carried
on when the silver penny weighed 22½ grains, and
tile precious metMs were far more precious than at
present.
The penny was, indeed, cut up into halfpence
and farthings,
i.e. fi_tr=thin(Is;
but et'cn tile farthing
must have been equal in purchasing power to our threepenny or fourpenny piece.
Tile mass of the currency
appears to have consisted of silver pennies.
Accordingly it is found that, if a government issue
coins only of _ single metal, the people will introduce
and ch'culate coins of other metals for their own convenience.
In Anglo-Saxon times gold byzants
from
13yzantimn were used in England, and the gold coins of
Florence, thence called florins, were much esteemed
both here and in other parts of Europe.
In later centuries, too, in the absence of a legitimate copper coinage,
tradesmen's tokens came into general circulation.
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Out of a single legal tender naturally grew up systems
of a double or even a multiple
legal tender.
The
J'hmtagenet kings of England, for instance, finding that
though they coined only silver the people made use of
gold, eventually began to issue gold coins, and fixed the
rates at which they shouhl be exchanged for silver coins.
In the absence of any special regulations to tile contrary
this constituted a double tender system. As, after a time,
the ratio of values of the metMs would fail to coincide
with that involved in the relative weights of the coins,
it became requisite to fix by royal proclamation
a new
value for one metal in terms of the other.
From 1257
to 1664 the gold and silver currency of England was
thus regulated, no coins of copper or any inferior metal
being then issued.
From 1664 to 1717 no proclamations were made upon tile subject, and the value of the
guinea was allowed to vary in terms of the shilling.
At one time it rose nearly to 80s., owing partly to the
decreased value of silver, but chiefly to the clipped and
worn state of the silver moray.
During this interval,
then, _he country had a single silver standard.
In the early part of tile last century a great deal of
discussion took phce 11pen fl]e unsatisfactory
state of
the silver currency, and Sir Isaac Newton, the Master
of the Mint, was requested to report upon the best
measures to be adopted.
In 1717 he made a celebrated
report, recommending that the government should revert
to the practice of fixing the price of the guinea, and he
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sllggested 21s. as the best rate.
His advice being
accepted, the guinea has ever since been valued at 21,s.
Then there was again a double standard in England,
any one being at liberty to pay in either kind of coin.
In practice, however, it is almost impossible that tlle
commercial value of the metals should coincide with the
legal ratio.
At the rate adopted by Sir Isaac Newton,
gold was overvalued by rather more than 1_ per cont. ;
to that extent it was more valuable as currency than as
metal.
Therefore, in accordance
with the Law of
Gresham, and the F,rinciples laid down in Ch,_pter ¥III.,
the fnll weight silver coin was withdrawn
or exported,
and gold became the practical measure of _'alue, which it
has ever since continued to be.
In every other part of t'he world, where attempts
have been made to combine two metals as concurrent
standards
of value, similar results have followed.
In
I_Iassachusetts, in 1762, gold was made a legal tender, as
well as silver, at the rate of 2_d. per grain; lint, being overvalued as much as 5 per cent, the silver coinage rapidly
disappeared fl'om eireulation.
Yarious laws were passed
to remedy this inconvenient
st'ate of things, but without
success so long as this valuation of gold was maintained.
In these and many other eases which might be
quoted, a government
had attempted
to combine a
circulation
of gold with that' of sih'er, without being
aware of aU the principles involved in the experiment.
It was hardly, perhaps,
till the time oI the French
Ilevolution that the double standard system was consciously selected as the b_st m_thod.
Since the eele-
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brated law, known as "La loi du 7 GerminM, an XI.," was
adopted by the Ilevolutionary
Government, the system
has become identified with the policy of the French
economists.
The history of the origin of this law was
almost unknown, lmtil _[. Wolowski described it in a
series of valuable articles published h_ the Jottrnal des
Eeonomistes for 1869.
As early as 1790 _[irabeau presented tothe National
Assembly a celebrated memoir on monetary doctrh_es,
in which, amid a curious mixture of true and false _'iews,
he decided in favour of silver as the principal money,
on the ground of the greater abundance of silver ecrupared with gold. lie proposed to make silver the con_;tit_tiomd mol_cy, that is, tlte legal tender, and to employ
gold and copper as additional sif,_s of value.
Ttlese
ideas were only so far carried out that the franc was
defined first as ten grams of silver by the decree of the
1st August, 1793, and was afterwards definitively fixed
at five gu-ams by the law of the 28th Thermidor, an III.
The old gold pieces of twenty-four and forty-eight livres
continued to circulate, while the ten-gram gold pieces
ordered by the decree to be struck were not real])- issued.
In the year IX. Gaudin proposed that the ratio of
15_ to 1 should be adopted in fixing the weight of the
gold coins relatively to the silver ones. Thus, while the
franc was defined as consisting of five grams of silver ninetenths fine, the *wenty-fl'ane gold piece was to contain
6"451 grams of gold of equal fineness. Ee seems to have
thought that this ratio was sufficiently near to that of
tho, markets to a]low the coin._ to circulate si& by side
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for a long time, and in case of a change, he thought
that the gold pieces could be melted and reissued at a
different weight.
After a great amount of discussion,
in which Derenger, L_hreton, l)aru, and Dose took the
most prominent
parts, tile proposals of Oaudin were
carried out, but not precisely on the ground indicated
by him.
It appears to h,lve been thought unwise either
to demonetize
gold altogether,
which would
have
seriously diminished the circulating medium, or to leave
the value of tile gold coins uncertain, which would give
rise to disputes.
The ratio adopted by the legislators of the IIevolution happened to overvalue silver in some degree, and
hence the currency of France came to consist principally
of the lieavy five-francs pieces, or 6cue. Not until the
Californian and Australian ctiseoveries caused gold to be
the cheaper money in which to make payments, did this
heavy sih, er money gradually disappear.
The action
of the double standard system will be further considered
in Chapter XH.
Coml)ositc Legal Tender.
We have seen that with a single metal currency there
is inconvenience in making small or large payments,
according as the metal chosen is dear or cheap.
If
two or more series of full-weight coins be issued in
different metals, and allowed to vary in relation
to
each other, the difficulty of calculation intervenes.
If
they both be made k.gal tenders at a fixed ratio, the
currency will tend tc_ b<on_e compc_sed alternately
of
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one or the other metal, and money-changers
will make
a profit out of the conversion.
There yet remains anoflJer possible systc,m, in which
coins of one metal are adopted as the standard of va,lue
and principal legal tender, and subordinate token coins
of other metals arc, furnished for the purpose of subdivision, being recognized as legal tender only for small
"tmounts.
The values of these token coins now depend
upon tllat of the standard coins for which they are
legally exchangeable,
and care is taken to make their
weights such that the metallic value will always be less
tctlan the legal value. No profit can ever be made by
melting such coins, or removing them fl'om the country,
and their ratio of exchange with rite principal coins is
always a simple ratio fixed by law.
The composite legal tender rises rialto'ally out of the
double standard system ; for, as we have seen, if, undc_r
the latter system, gold be overvalued at the legal rate,
all full-weight silver coins will be withdrawn and exported by degrees, so that there will remain practieMly
a token currency of light silver. Lord Liverpool, having
fll his thorough investigation of the subject of metallic
money observed the superior convenience of the composite
legal tender to the double legal tender, advocated its
adoption in England in tt_e most eonchsive
manner.
His arguments will be found in his admirable " Treatise
on the Coins of the Ilealm in a Letter to tlle ICing"
(Oxford, 1805), and his recommendations,
as carried into
effect in 1816, are the foundation of our present monetary system.
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A composite system of currency
has frequently
existed in one country or another without being specially
designed or recognized.
]t conies into existence whenever coins of gold and silver are current at rates fixed
by law or custom, but the silver coins are reduced by
abrasion or clipping below _he corresponding
weight.
From the year 1717, when the guinea was fixed at
21s., until the present system was instituted in 1816,
the English currency was based theoretically upon the
double standard system. Practically, however, the silver
eoins were so scarce and worn that they served but as
tokens.
The tradesmen's
copper tokens, tog being
ahvays of light weight, and exchangeable by custom for
a certain proportion
of silver coins, formed the third
term in the series.
]3ut Lord Liverpool appears to have
been the first to apprehend
and explain the principles
on ,a'hieh such a composite system worked, and there
can be no doubt that the system, as he expounded it,
is the best adapted for supldying a convenient
and
eeonoiuical currency.
_Iost of the leading nations have now adopted the
eoinposite legal tender in a more or less complete form.
France, Belgium, Switzerland, and Italy still adhere to
the double standard in theory, but have reduced all coins
of less value than five francs _o the footing of token
money, by reducing the fineness of the'silver
from 900
parts to 885 parts in 1000, or by 7_ per cent., and by
limiting the amount for which they are legal tender.
The copper money of France had previously been restricted as a legal tender to sums be]ow five francs in
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any one payment.
In %he United S%ates, _hen metallic
cm'reney was generally employed, the double standard
system edsted in theory, but was reduced to g composite standard by the excessive overvaluing of the gold
money.
_Ioreover, by g law of 21st February, 1853, the
smaller silver coins were reduced in weight _nd made
legM tender only
silver three-cent
lOt nickel coins,
were also token

for sums not exceeding five dollars. The
pieces, and the several copper, bronze,
issued from the United States' mints,
money _-itli various limits as regards

egal tender.
The new German

monetary

system is perfectly

ganized as a composite legal tender.

or-

CHAPTER

X.

THE ENGLISH SYSTEM OF NETALLIC cL'rdIENC
Y.
I _ow come to describe in more detail the system oi
metallic em'reney which has existed in England for more
than half a century, and which seems to be the best of
all as regards the principles on which coins of three different metals are combined into a composite legal tender.
The legal regulations under which the English coinage
is issued and circulated, can be ascertained with ease and
certainty, thanks to the Act of PaHi_ment (33 Yietoria,
oh. 10), which _Ir. Lowe eaused to be passed to simplify
and consolidate the statutes on the subject.
.E_ylish Gold Cobz.
The English sovereign is the prineipal legal fender
grad the standard of value.
It is defined as consisting
of 123"27447 grains (7"98805 grams) of English standard
gold, composed of ele_cen parts of fine gold, and one part
of alloy, chiefly copper.
The sovereign ought, therefore, in theory, to contain 113"00160 grains, or 7"32938
grams, of pure gold. ]_ut as it is evidently impossible to
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make coins of any preci,_e wei_h_, or to mainh_in them
of that weight when in circulation, the weight stated is
olfly th'tt standard
weight to which the mi]_t workmen
should aim to attMn Its clost,]y Its p_sible, both in each
individual piece, ,rod in the avcrag,..
From the weight of the sovereign we deduce the mint
price of gold. For if we divide tlle number of grains in
the sovereign into the number of grainslnamely,
480--in
the troy ounce, we ascertain exactly how many sovereigns
and portions of a sovereign the mint ought to r_.turn for
each ounce &livercd in.
This we lind to 1)e 8"S9375,
which is e(luivalent to 23 17s. ]0}d.
It c,.m_es to exactly
the same filing % s_l5"in terms of the old mint indentures, that twenty-pomlds' _-eight troy of gold are to be
coined into 931 sovereigns, and one half-sovereign.
I
have heard of people who protested against the government fixing the price at which gold should be bought and
sold by the mint, and who y_t allowed that the sovereign
mast have some fixed weight.
But the fixed pries is
convertible with tlle fixed weight, and rice rcrsd.
Either
follows from the other.
In practice the weight of a coin is ahvays a matter of
limits, and there must l)e limits botl_ for the weight as
sent out and that at which it can legally rein'tin in circulation. The rcmed.q is the technical name for the Mlowanee
made to the min_-nmster for imperfection of workmanship, and is defined by tile Act as two-tenths of a grain
(0"01296 gram).
Thus the mint cannot legally issue a
so_-creign weighing less than 1°8"074 grains, or more than
123'-t74 grains.
Sinct_ the fin,,,ness of the gold, again,
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can never be adjusted exactly to the standard of eleven
p'trts in twelve, or 916"66 in a 1000, a remedy of two
parts in 10(t0 is allowed in this respect.
It i_ understood
that the English mint succeeds in worldn_ well within
the remedv both of weight and fineness.
Every'sovereign
issued from the min_" in accordance
with the_e regulations, and bearing the impress authorized
by the Queen, is legal tender, and must be accepted by a
creditor in discharge of _ debt to that amount, provided
that it has not been reduced by wear or ill-treatment
below the weight of 122'50 grains (7"93787 grams).
If
a sovereign of less than this least cztrrent _cdght be tendered to any person, he is presumed by the law to detect
the deficiency, and is bound to cut or deface the coin, and
retm'n it to the tenderer, who must bear the loss.
If the
coin so defaced shouhl prove not to be below the limit,
then the defacer tms to receive it and bear the loss
arising fl'om his mistake.
Any justice of the peace may
decide disputes arising concerning light so_-ercigns in a
suu!mary

lnanner.

The only other gold coin actually issued is the hMfsovereign, of which the standard weight and remedy are
exactly half those of the sovereign, the remedy in fineness the same as in the sovereign, and the least current
weight 01"1t_50 grains (3"96083 grams). The Coinage Act
also legalizes {he issue of two- and five-pound gold pieees,
the weights and remedies in weight being corresponding
multiples of those of the sovereign.
Coins of the value
of five and two guineas were struck by most of the
English monarchs fl'om the time of Charles II. to that of
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George III. I'atterns of five- and two-pound pieees have
been prepared under Queen Yietoria; but gold eoins of
this size have not been issued in the present reign, nor
is it desirable, for reasons stated in Chapter XIII., that
they should be issued.
E,_Si._I_ Sil_,er CoM.
The fm'ther subdivision of the pound is effeeted by
token eoins of silver and bronze, which are made of
such weights that there is no danger of their metallie
values rising above tile n-_etallie value of the gold coins
for _hieh they are legally equivalent.
Previous to _he
year 1816, _he troy pound of standard silver, containing
9:_5 parts of fine silver and 75 parts of alloy in 1000,
was coined into 62 shillings, so that each smiling would
contain 92"90 grains of standard metal.
Under these
regulations gold was rated as 15"21 times as vMuable as
silver.
As silver, however, may sometimes become more
valuable relatively to gold, Lord Liverpool very wisely
recommended in his letter to _he king, tha_ the weight
of fire shilling should be redueed.
By the Act _6
Gee. III. oh. 6S, it was ordered that the troy pound
of silver should be coined into 66 shillings, a reduction
of weight of about 6 per cent.
The new Coinage Act
maintains the chief provisions of fhaf of 1816, so that
tile English shilling now has the weight of 87"27'272
grains of standard
silver (5"65518 grams), and tile
weights of all the other silver coins are exactly eorreq_o_lding multiples or submultiples of this.
The mini
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remedy in weight for the shilling is a little more than
the third part of a grain, and in simple proportion for
the other coins.
The remedy in fineness is in all cases
four parts in one thousand.
The denominations of coins
authorized are nine in number, namely, the crown, halfcrown, florin, shilling, sixpence, groat, or fourpenny piece,
threepence, twopence, and penny.
All, except the crown,
are coined in greater or less quantity, but the fourpenee,
twopence, and penny, art now only struck in very small
quantities as Naundy money, which, after being distributed by the Queen annually in alms, appears to find
its way into numismatic cabinets or to be melted down.
All such coins are legally era'rent, h.respective of
their weights, so long as they are not called in by proelamation, or so worn and defaced that the impress of
the mint cannot be reeog"nized.
The coin in circulation is setuMly reduced in weight by abrasion to a considerable amount, often one-fourth or one-third
of its
original weight.
Moreover, the fall in the value of
silver relatively to gold reduces the metallic worth of
the coins, so that no one can export them to foreign
countries, or melt them for sale as bullion, ,Mthout
losing from 10 to 30 per cent. of their nominal value.
It would obviously be a cause of grievance if a person
could be obliged to receive unlimited amounts of this
token money in discharge of a debt. ]fferehants might
often have thousands
of pounds worth of such coins
thrown upon theh" hands, the full value of which could
only be realized by gradually putting it into ch-culation
again.
It was therefore provided by the Acts of 1816
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and 1870, that silver coin shall be a legal tender only to
the amount of forty shillings in any one payment.
This limit was chosen a,pparently because the twopound piece was in 1816 regarded as the htrgest coin
then in circulation, or likely to be issued.
EnyIish Bronze Coinaye.
The final subdivision of the pound is effected by
bronze pence, halfpence,
amt farthings, of which tlle
weights _hen issued should be respectively
145'833,
87"500 and 48"750 grains. They are composeE of an alloy
of 95 parts by weight of copper, four parts of tin, ant1
one part of zinc, being exactly the same kind of bronze
as _'as previously employed by the French mints.
The
remedy in weight is one-fifth of one per cent., and as the
coins are token money there is no least current weight.
As the reasons against allowing them to be a legal
tender for large stuns are stronger than in the case of
silver coin, it is enacted tllat bronze coins shall be a
legal tender only to an aggregMe amount of one shilling.
If a copper penny _-ere now m'tde to contain metal
equivalent in value to the 240th part of a sovereign, its
weight _voukl be 871 _'ains, at the present market price
of copper (£75 per ton).
Thus the fl'actional coinage
has been reduced in weight nearly to one-sixth part of
wh_t it would be as standard copper coin. The bronze
of which the pence are made is _orth, according to
_Ir. Seyd, 10d. per troy pound, so that the metallic _'alues
of the cohls are almost exactly one-fourth part of their
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nominal

values.

A considerable

profit therefore

accrues

upon the coinage of bronze, amounting up to the end of
1871 to ,tbout £270,000; but tile reduction of weight is
altogether an advantage, and is prvbt_bly not carried
far as it might properly be done.

as

I),:ficiency q( lI\@Id qf the E_gli.sh Gold Coin.
It is the theory of the present English monetary law,
as we have seen (p. 107) that every person weighs a
s'wereign tendered to him, and assures himself, before
accepting it, that it does not weigh less than 1:22"5 grains.
In former days it was no{ uncommon for people _o carry
pocket-scales forweighing guineas, and such scales may
still be oceasionfflly seen in old curiosity shops.
]Sut we
know that the practice is entirely given up, and that
even the largest receivers of coin, such as th_ banks anti
railway eolnpanies, and even tax-offices, post-otSccs, etc.,
do not pay the least regard to the law. Only the ]_ank
of England, its branches, and a few government offices,
weigh gold coin in England.
The result is that a large
part of the gold coinage is worn below the least current
weight, and all persons of experience avoid paying old
sovereigns to the 13ank of England.
Only ignorant and
unlucky persons, or else large brinks and companies
which cannot otherwise get rid of light coin, sufl'_r loss.
The quantity of light gold eein withdrawn by the bank
did not for maIu ?-ears exeeed half a million a year;
during the last few ?,ears it has varied from 2700,000
to 2950,000.
As the average amount of gold coined
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annuMly is four or five millions, and the coins melted
or exported are for the most part new and of full weight,
it fo!lmvs necessaril} _, that the eUl'l'ellt)" is becoming more
and more deficient in weight.
In 1869 I a_qccr_ained, by _ careful and extensive
inquiry, that 31} per cent. of the sovereigns and nearly
one-half of the ten-shilling pieces were then below the
bgal limit.
The reader who has attended to the remarks
on Gresham's Law (p. 80}, will see that no amoun_ of
coinage o1' new gold will drive out of circulation these
del)recia[cd old coins, because those who eXl}Ort, or mel%
or otherwise treat the coins a.q bullion, will take e:tre to
operate upon good new ones.
Great injustice arises in some eases fl'oln this defeeNve
state of the gold currency.
I have heard of one case in
which an inexperienced
person, after receiving several
hun{h'ed pounds in gold fl'om a bullion dealer in the city
of London, tookthem straigh_ to the J3ank of England
lbr deposit.
Nest of the so_'ereigns were there found to
be light, and a prodigious charge was made upon the unfortmmte d,,.positor. The dealer in bullion had evidently
paid hint the residuum of a mass of coins, from which he
had picked the heavy ones. In a still worse case, lately
reported to me, a man presented a post-office order at;
St. _Iartilfs-le-Grand,
and carried the sovereigns received
to tl_e stamp-oNce at Somerset House, where file coins
were weighed, and some of them found to be deficient.
Here a man was, so to s_y, defrauded between two
government offices.
It should be stated that the governmen_ made, in

THE ENGLIStI SYSTEMOF BIETALLICCUIIItENCY. 113
Ju]y, 1870, a slight effort to promote the with&'awal of
light gold, by engaging to receive it through the 13auk of
England at the full price of £3 17s. 9d. per ounce by
weight, the price previous]y paid by the bank having been
only g3 17s. 6_d., owing to the old sovereigns being
little below the standard in fineness.
A certain increase in the amounts vithdrawn has no doubt followed
this measure ; but the loss by &_liciency in weight is still
thrown upon the public, and as hmg as this is {he ease
the with{kawM of light go]d will continue inadequate to
maintain the coinage at its standard weight.
Withdrawal

q( LigM Gold Coin.

Some steps must soon he tM_en to remedy the increasing defici(ncy of weight of the go]d coinage described
above. [['he withdrawal
may no doubt be cflLeted in
several wa},s. One inetlmd wou]d ],a fro' the Queen to
issue a proclamation calling in and prohibiting the ch'culation of all gold coins more than twemy or twenty-five
years old, as it is mostly the older coins whiah are deficient
in weight. Another method would be to oblige all revenue
effiaers, post-nmsters,
and others, under the control of
government, to weigh all sovereigns presented to them.
If necessary,
the bankers of the kingdom generally
might be ohliged to weigh coin. l_ut it is obvious that
great trouble and inconvenience would arise from such
measures.
The progress of the post-office savings banks
would be imperilled if every depositor of a pound were
liable to be charged 2 per cent. fi)r lightness.
Con-
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and trouble flfllowed the issue of the

las£ proclamation
of June, 1842, calling in light gold.
To make the last holder of a coin pay for the whole cost
of its eireulation during thirty or forty years past, leads
in many eases to gross injustice.
The present law tends
to throw the loss upon the poor, who have usually only
one or two sovereigns at a time to pay, whereas rich
people, having many, can avoid paying light gold a_
offices where it will be weighed.
I hold that the only thorough remedy is for the
government to bear the loss oeeasioned by the wear of
the gold, as it already bears that of the silver em'reney.
The ]lank of England should be autLorized to receive all
sovereigns shozcMy _o marks qf MteJ_tio_cd damaye or
_{/il/r treatmcl_t at their full nominal value, on behalf of
the mint, which should reeoin the light ones at the publio
expense.
No one would then have any reason for keeping the light, gold away fl'om {he bank; the currency
would soon be purged of the illegally light coins, and would
thenceforth be kept up strictly to the standard weight;
all loss of time and trouble would be saved to individuals,
a e_msideration which we should nog lose sight of; and,
lastly, no h\iustice _rould be done, as at present, to the
last holder of a light sovereign.
In opposition to such a proposal it is usually urged,
that encouragement
would be given {o the criminal
practice of sweating or otherwise diminishing the weight
of the currency.
I answer that, on the contrary, it is
the present state of things which gives {he best opportunity for illegal practices, because it renders the popu-
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1Mion perfectly accustomed to handling old and Torn
coins. No one now actually refuses any gohl money in
retail business, so that tile sweater, if he exists at all,
has all the opportunities lie can desire.
I hax'c met with
sovereigns deficient to the exteng of four to five grains,
or 8d. go 10d., but they nevcrflleless circulate.
If under
g better system the gold currency consisted entirely of
full-weight, fresh coins, with sharp, new, perfect impressions, attention would quickly be drawn to any coin
which appeared to be worn or ill-treated in any degree.
As the currency, too, would be constantly p'tssing through
the automaton weighing-machines
of the 13ank of England, without previously undergoing
tlie operation of
garblLug by bullion brokers,
sweated coins, if they
existed at all, would soon be detected; whereas, accordLug _o the present system, the bank authorities
have
no opporgunity of examining _he whole coinage.
It is
ghe prescng state of things, then, which gives the best
opportunity
for tampering
with the currency, though
there is no e_-idence to show fling fraudulent practices
are carried on to any appreciable extent.
Under the
proposed new system such 1)r_etices woukl bo rendered
Mmost impossible.
B,q)2)!!!of Gdd, Coin.
It is the theory of the
every individual is entitled
have it coined gratuitously,
by the public revenues.

English monetary law that
to take gold to the mint and
all the expenses beLug borne
It is intended ghat the coin
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shall be rendere(l identical in value with an equal quantity
of gold bullion, so that it shall, in short, be so much
certified b_dliolt, and shall be reeom'ertible
into ingots
without loss. Though this theory is simple and sound
in some respects, it is not perfectly carried into practice.
Tile mint never engages to deliver coin in immediate
exchange for gold sent for coining, so that there is a
loss of interest during the uncertain interval of coinage.
If, instead of sending gold directly to the mint, the
owner lmrsues the customary mode of selling it to the
Bank of England,
he receives, according to the ]3ank
Charter Act of 1844, only £3 17s. 9(/. per ounce, instead
of the full mint price of _g3 17s. 10½d. Moreover, it has
been pointed out by _[r. E. Seyd, that, as the bank
used to conduct their bullion business, there was a
series of small charges or profits made for weighing,
melting, assaying, the turn of the scale, the difference of
the assay reports, eta., which amounted on the whole,
including the above elmrge of l_d. per ounce for demurrage, to 0"28"-8 per cent. on the wtlue of the gold. The
baul_ has since made s(nne small improvements .in the
mode of eondue[ing the business, but it may still be
considered that the cost of converting gold bullion into
sovereigns is about _ per cent.
Though every person whatever has the right, under
the Coinage Act, of taking gold to the mint and having
it coined fl'ee of charge and in order of priority without
undue preference, no one aver does use the privilege,
except tlle Bank of England.
During an inquiry into
the Bank Act in 1857, Mr. Twelts sta_ed ttlat he had
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once sent £10,000 to tile mint, and was afterwards surprised to find his firm of Spooner and Co., mentioned
in a parliamentary
paper as tile only priwtte iirnl that
had ever done such a thing.
The directors of file I_nk
of Enghmd have naturally
acquired the monopoly ot
transactions, with the mint, because they have to keep
large stocks both of eoin and bullion to meet the demands of the Issue Department
and of their customers,
including, directly or indirectly, the whole of the btmkers
of the United Kingdom.
They can convert portions
of their bullion into coin without any loss of hlterest
or cost, whenever they find the stock of coin running
down.
They feel the monetary pulse of the whole community, and they have all the requisite appliances for
the custody, assay, or exac_ weighing of bullion.
Even
_hose persons who need to possess large stuns of gold
often employ the bank to weigh, pack, and warehouse
it, and the bank is always _-illing to do the work for
fixed low charges,
tIence it is most natural and convenient that the bank should act as the agent of ihe
mint
Though the Bank makes a eertMn profi_ out of
the business, it is hardly earned at the cost of the
public, but rather comes out of the economy with
which the work is managed.
It co_fld in no way improve
the currency of the country if every one who owned a
few ounces of gold were to run with it to the mini,
throwing upon the country the eost of melting and
assaying insignificant
ingots, and complicating
the
accounts and transactions of the mint.
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On account of the absurd misapprehensions
recently
existing as to th_ ,_eareity of silver m,,mey, and the
supposed right of priwtte individuals to demand the
coinage of silver, it may be well to describe exaetty how
the supply of silver coin is legally regulated and practically carried out. There is no law, statute, or common,
which gives any private person, company, or institution,
the right to take silver to the mint., and demand coin
in exchange.
Thus it is lefg in the hands of the Treasury
and the mint to issue so much and such denominations
of silver
service.
because,
got rid
values.

coins as they may think needful for the public
This state of the law is perfeetly right;
as the silver coins are tokens, th_y eanno_ be
of by melting or exportation at their nominal
If individuals were fl'ee to demand as nmch

sih'er coin as they liked, a surplus might be thrown
into circulation in years of brisk trade, which in a subsequent year of d_.pressed trade would lie upon people's
hands.
t'ractieally speaking, the mint is guided in the supply
of silver coin by the Bank of England, not because this
bank has by law any special powers, privileges, or duties
in the matter, but beeause, in acting as the bank of
banks, and the bank of government departments, it has
the be_t opportunities
of judging when more coin is
wan%d.
Not only do e.ll the London bankers drew
silver coin fi'om tile Bank of England when they need it,
but the same is done directly or indirectly by all tile
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other bankers in the kingdom.
A deficiency of silver
coin in any county is shown by the stock of tile local
bankers running down.
They replenish their stocks
either from the nearest branch of tile Bank of England
or fl'om their London agents, who again da'aw from tile
Bank of England.
At other times or places the bankers
tend to accumulate a surplus of silver eoin. Some banks
in a large town may happen to have accounts with many
shopkeepers, butchers, brewers, cattle-deMers, or dealers
of one kind or another, who deposit silver coin in large
quantities.
Other banks may be largely drawn upon by
manufacturers
for tlle payment of wages, and may suffer
h'om a deficiency of silver coin. It is a common practice,
therefore, for bankers in any locality to assist each
other by buying or selling superfluous sih-er coin as the
ease may re(luire.
If a superfluity of coin, however,
cannot be got rid of in this way, it may be returned to
the Bank of England or one of its br,mehes.
This bank
indeed is in no way bound to provide or receive large
sums in silver, and it therefore usual]y makes a small
charge of about five shillings per hun&'ed pounds to
cover the trouble and risk.
In consideration
of this
charge _he bank bears the cost of transmission
by railway, examines tile coin for the detection of base pieces
and the withdrawal of worn coin--which
latter it sends
to the mint for reeoinage, and acts in general as the
agent of _he mint.
Having the business so much in its hands, it is
obvious that the deparhnent
of the bank which manages _hc receipt and issue of silver coin can judge aeeur-
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ately when a fresh sllpply of coin is wanted.
]3efore
tile stock runs too low notice is given to the mint, and
money is usually advanced to the _Iaster that he may
pltrchase silver bullion for coinage.
Under this system
it is almost impossible for a deficiency of currency to
arise without becoming known to the mint, and if, two
or three years ago, the supply could not be made equal
to the sudden demand, it was because the mint was not
supplied by government with machinery adequate to the
growing wants of the country.
The existing system, in
short, seems to be as nearly perfect as can be desired,
provided that the mint he rebuilt and organized in such
a manner as to enable it to meet any demand which the
fluctuations of trade may occasion.
Tkc Royal Mint.
While treating
of the English system of metallic
money, it is impossible to avoid expressing the wish that
the ttouse of Commons anti the government will no
longer delay a complete reconstruction
of the P_oyal
3lint.
The mint factories, as they now stand, were very
creditable to the generation which erected them; but
it is needless to say that in the last fifty or seventy years
we have immensely advanced, both in the art of constructing machinery
and in our ideas of the arrangement and economy of manufactories.
What should we
think of a Cotton SDhming Company, which should
prol)ose to use a mill and machinery originally constructed by. Arkwright, or to drive a mill by engines
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tin'ned out of the Soho works in the time of Doulton and
Watt .9 Yet the nation still depends for its coinage upon
the presses actually
erected by :Boulton and Watt,
although much more convenient coining presses have
since been invented and elnployed in foreign and colonial
mints.
The present mint workshops are quite inadequate for
meeting the demands which may be thrown upon them
by the increasing industry and wealth of the United
Kingdom, not to speak of the British Empire.
A few
years ago it was impossible to turn out silver coin as
quicldy as it was requh'ed when trade was brisk, and,
while, one metal is being coined, there are no means of
meeting the demand for other kinds of coin. As to the
bronze coinage, it has generally to be obtained from
Bh'mingham presses, and some that is issued is of very
inferior exeeution.
Even silver blanks have been obtained from ]3irmingham.
The ]3ritish mint ought to
represent the skill and wealth of the British nation,
and no petty considerations
should be allowed to postpone so necessary a reform.
Nothing short of a complete reconstruction
of the
mint workshops will meet the requh'ements of the case.
If this is to be done, much convenience aml economy
will arise from abandoning the large and valuable site
upon Tower Hill, and erecting an entirely new mint in a
more accessible position.
The opinions of Mr. E. Seyd
upon this subject are worthy of much attention.
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Ox_. monetary question which can hardly be said to l_e
satisfactorily solved as yet, is that of selec[ing the best
possible materiM for coins of small ralue, called in
English peewee, in _rench
vzo_u_aie d'al)l)oMt.
The
fractional coins should be equM in value to about a
tenth par_ of the silver ones, coin for eohL but it
unfortunately
happens that thereis no suitable metal
of whieh the ralue is now one-tenthpart of that of
silver.In the time of the _omans, goldwas aboutten
times as raluable as silver, and silver about ten times as
valuable as copper, so that there would then have been
no difficulty ha constructing
a perfect decimal system of
money.
To throw light npon tiffs subject, I have drawn out
_he following table, in which are shown ghe weights
of the principal commercial metals which are of equal
values at present.
The numbers in such a table must
of eom'se be subject go perp_.ual fluctuations, according
go the changes in the market prices of ghe metals.
In
some cases, _oo, it is difficult to find any accurate quota-
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dons at all, ancl the price often depends greatly upon
d_e manufactured
state of tile metal.
Gold and silver
are taken as of standt_rd fincheS% and gold forms the
unit.
.Equicalcnt
Gold ....
Platinum
Aluminium
Silver
Nickel .

lt\'ight,_ (/t]_c
I
3_
7
16
71

l_rinci2al 3totals.
Tin
•
94"2
Copper
1,696
Lead .
6,360
Bar Iron.
. 15,900
Pig Iron . . 50,880

It may be worthy of notice that when we thus draw
out what may be called tlle commercial eqMvalcnts of the
metals, they are found to form a series very rudely
approximating to a geometrieM series with the common
ratio 8. Silver, however, is an exception.
There is,
too, one term missing between nickel and tin, and as
tin is i_ot a coinable metal, there is a wide interval
between nickel and copper, and a still wider one between
silver and copper.
At present sih, er is almost exactly
one hundxed times as valuable as copper; hence copper
pence must either contain in metallic value but a fraction of the nominM value, or else they must be very
heavy ani[ bulky. When a new copper coinage was issued
in England from the mint of 13oulton and Watt in 1797,
the coins were made nearly of standard weight, at the
rate of an ounce avoh'dupois for each penny.
There
was a double inconvenience in this.
Sixteen pence
actually weighed a pound avoirdupoi.% at which rate the
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people would now be carrying three times as greaf a
weight in their pockets as with our bronze currency.
Moreover, the price of copper having risen, ]3oulton's
pence became more valuable as metal than as coins,
and were used as matcriM in spite of their beautiful
execution.
The first and most obvious course was _o reduce the
weight of the penny, mMdng it purely a token coin.
The old pennies of Yictoria weighed about 290 grains
each, instead of about 433 grains, as in the coinage of
Boulton and Watt, a reduction of aboui_ one-third part.
The bronze penny has been still fm'ther reduced, and
ought to weigh 145"8 grains.
There are two inconveniences which may arise from
too great and sudden a reduction in the weight of token
currency.
There is a risk of the population rejecting
the new coins as irandulently light.
This was the case
with the new copper five- and ten-centime pieces, struck
in l_ranee in 1794 by the _evohtionary
Government,
_t the rate of one gram for each centime, which was
half the previous rate.
The government was obliged
to call in the light coin and issue it again at the old
weight, and only in the time of Napoleon IlL could
coins of one gram per centime be put into circulation.
The people, then, must be educated to receive very light
tokens, and the reduction must be made by moderate
steps.
In the second place, if the metal is easily coined or
manipulated
like copper, if it fails to retain a very good
impression, and if there is a considerable margin for
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profit, the temptation
to false coiners
I am not aware that this has
S_.
_I on_._,
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ever happened

in regard to the English copper coinage, hut counterfeit
sous used to be manufactm'ed
on a large scale in the
Faubourg Saint Antoine, in Paris, almost under the eyes
of the government.
At the best, too, pure copper makes indifferent eoin,
being deficient in hardness, so that it soon becomes disfigxlrea; it has a disagreeable odour which it communicates to the fingers; and when exposed to damp air it
becomes covered with verdigris, which is both unsightly
and poisonous.
I proceed to consider the various ways in
which it has been attempted
to substitute for copper
coin some more com'enient currency.
l_illon Coin.
Pennies and twopenny pieces, if now made of standard silver, like the 3iaundy money, would be too small
and light for use, weighing respectively,
7} and 14½
gn.ains. Even the threepenny pieces, now so abundant
in England, and weighing 21"8 grains each, are inconveniently small.
In hug]and, fora very long time, no
silver has been coined of less fi_eness than the old
standard
of 925 parts in 1000. In many eontinentM
countries the smaller currency has been made of a very
low alloy of sih'er and copper, called billon.
Such
coins were at one time current, to a certain extent, in
France, the metal containing only one part of silver in
five of alloy, but they have long been reealled.
In Nor-
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way the small currency now consists partly of halfskilling and one-skilling pieces hl copper, the smiling
being nearly equal in value to an English halfpenny,
bat 1_rincipally of two, three, and fern'-sMiling pieces,
composed of billon, containing, according to an analysis
performed for me at the Owens' College chemical laboratory, one part of silver and three of copper.
These
billon pieces are very convenient in size, and, being for
the most part newly issued, are clean and neat.
Billon
is still being coined in Austria.
It is in the states now forming the German empire
that billon coins have been most extensively used,
especially in pieces of three, four, and six l_'eutzers, the
so-called scheidcmib_ze _low being recalled.
This consists of silver alloyed with three, four, or more times its
weight of copper.
Before such base silver is passed
through the coining press, it is usual to dissolve the
coFFer fi'om the surface of the blank pieces of metal, so
as to produce a film of pure white silver upon the surface. This operation,
called coloz_riJ_q, gives a fine
bright appearance to the coins "_'hen new, and _hey are
easily put into circulation.
But after a little time the
silver film is worn off, and the coins assume a very
patchy aspect,
t3illon coinage seems to have, too, an
extraordinary
power of accumulating
a layer of dirt of
a very disa_-eeable character, with which all travellers
in Germany in past years must be well acquainted.
)Ioreover, it offers great facilities to the counterfeiter,
and for several sufficient reasons cannot be recommended
f_r adopti(m.
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Coml)osite Coin.
It is said that Saint Lmlis, ihe great King of France,
findh_g rnuch want of small money to pay his soldiers,
caused little pieces of silver wire, weighing nine and
eighteen grains, _o be fixed on pieces of stamped leather,
and circulated for one- and two-dime pieces.
The, silver
gave the value, and the leather served as a case or hamtle
to preserve the small bit of metM fl'om being lost. In
recent times, composite cohls, having a centre piece of
silver and a rim of copper, were constructed on similar
principles.
A model penny of this kind has an agreeable appearance "rod a convenient size, but seems to be
subject to several objections.
The cost of coinage would
be considerable;
the coins could hardly be made so
perfect that the centre would not come out sometimes ;
the contact of dissimilar metals would set_ up elec_rochemical action, and the eopper would be corroded ; and,
lastly, it would be difficult to detect counterfeit silver
pieces inserted by the forger.
Composite eohls of a
similar character were struck in France under Napoleon
I., about the year 1810, but were never ch'eulated.
I_ennies formed of a eel)per centre with a brass rim have
been employed in England, and {in pence, halfl)ence,
or farthings,
with a cop}_er plug inserted near the
centre, were long used, axial are plentiful in numismatic
cabinets.
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Bronze Co_n.
It was known, even in prehistoric times, that a small
quantity of fin communicated
hardness to copper, and
the ancient nations were familiar with the use of bronze
thus manfffacture_].
The French Revolutionary Government melted up the bells of the churches seized by them,
and the so_{s de cloche, as they were called, made h'om
the bell metal, were superior to coins of pure copper.
5_'etcuriously enough no modern government thought of
employing a well-chosen bronze for small money, nntil
the government
of the late Emperor
of the French
un(lertook the recoinage of the old sous in 185°-. This
z-ecoinage was carried out with great success.
]3etween the years 1853 and 1867 coins to the
nominal value of about two millions sterling, consisting
of 800 millions of pieces, and weighing eleven millions
of kilograms (10,826 tons)were
struck, in addition to
a subsequent issue of about 200 millions of pieces.
The
experiment was in almost every way successflfl.
The
ten and five-centime pieces now circulating in France
are models of good minting, with a low but sharp and
clear impression.
They were readily accepted by the
people, although only weighing as much as the sous
rejected in the time of the nevolution, namely, one gram
i_er centime, and they are wearing well.
The bronze used eonsMs of 95 parts of copper, fore"
of tin, and one of zinc.
It is much harder than copper,
yet so tough 'm_] imbr_.q*ibl_ _that it takes a fine impres-
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sion fl'om the dies, and retains it for a long time.
It
cannot be struck except by a l_ress of some l_ower, and
thus counterfeiting
is rendered ahnost impossil)le.
It
can hardly be said fo corrode by exposure to air or
damp, and merely acquires a naturM 2_l_ina, or thin
dark film of copper oxide, which throws the worn parts
of the design into relief, and increases the beauty of
the coin.
]3ronze has since been coined by the governments
of England, the United States, Italy, and Sweden, and
it seems probable that it will entirely fake the place of
copper.
The German government is now using bronze
for the one-pfennig pieces.
.E_gIish l_ro_ze Coin.
The o14 copper coinage

of the United Khlgdom was

replaced, fl'om ten to fifteen years ago, by a much more
convenient and elegant series of pence, hMfpence, and
farthings, struck in exactly the same kind of bronze as
the French centime pieces.
The English coins, though
far fl'om being so well executed as the French ones, are
clean, and likely to wear well. The only great objection
which c_n be rai_cd to them, is that they are still of
considerable size and weight, although less than the
old cot_per coins. As all the latter are now withdrawn,
and few of the new ones can yet be lost or destroyed,
we know very accurately the amomlt of the English
fractional cm'rency.
The whole amount issued in the
years 1861 to 1878 is as follows :--
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Weight
in tons.

I)ennies
Halfpennies
Farthings

.

_Number of
pieces,

. 1,585
918
149

170,419,000
164,505,000
53,594,000

2652

388,518,000

Nominal value in
pounds sterling.

£710,082
342,719
55,826
£1,108,627

Including
a small amount issued before 1861, the
whole value of the bronze coin put into ch'cu]ation up
to the end of 1873 was £1,143,633.
It is remarkable
that the quantity of small coins used in England is
much less than in France, where at least 1000 millions
of pieces, chiefly of ten and five centimes, are in use.
Thus while the English, Scotch, and Irish seem to be
sufficiently supplied with 8_d. per head, the French
employ on the average 1 franc 60 centimes, (15 pence),
the Belgians, 2 francs 26 centimes (21½ pence), and the
Italians as much as 3 francs 10 centimes (29_ pence).
Weight of the C,rrcl_cy.
It is cm'ious that the weights of the several kinds of
currency vary inversely as theh" nominal values; thus,
taking the paper ch'clflation of the United Kingdom
at 40 millions, the gold roughly at 100 millions, the
silver at 15 millions, and the bronze as ahoy:e, I find
the weights to be approximately as follows :Paper currency
Gold
,,
Silver
,,
Bronze
,,

......
. ......
. ......
.......

16 tons
786 ,,
1670 ,,
0,652 ,,
5124 _ons
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It is impossible to give a satisfactory
reason why
the least valuable part of the currency should be so
much the most weighty,
A tendency thus arises for the
pence to accumulate upon the hands of r_tail traders,
especially publicans,
omnibus proprietors,
and newspaper publishers.
At one time the London brewers had
such large quantities of bronze coins thrown upon their
hands from the public-houses which they own, that the
min_ had eventually to arrange to buy it fl'om them,
instead of coining more.
In large towns, arrangements
have to be made for getting rid of the accumulating
pence with the least trouble and loss ; the coin is transferred weekly to mills and factories, where it is used in
paying wages.
Bankers refuse to have anything to do
with bronze coin beyond the amount of a shilling, for
which it is legal tender, and it is usual for persons to
object to receive more than 2d. or 3d. of change in pence.
It is worthy of inquiry whether this tendency of the
fractional currency to stagnation would not be remedied
by the substitution of a much lighter and more elegant
currency of nickel, or of some alloy yet _o be invented.
In France, it is found that the bronze coinage circulates
much more freely than the old copper and bell-metal
sous, which tended to accumulate in certain localities.
Our bronze pence are much better than the old copper
pence, but it does not follow that we have in any degree
approximated
to perfection.
Coins of about half the
zeight of those in circulation
would be much more
con_'enient.
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Nickel, Manganesc, A lumbdum,
AlIoys.
Tile employment

of nickel

and other MetMs and
ill the

manufacture

ot

small money has already been referred to (p. 49), and
if the conditions of supply and demand of this metal
were more steady we should perhaps want nothing
better.
The alloy of nickel ant1 copper generally used
is hard and difficult to coin, but it takes a fine impression which it will probably require long wear to eff_ee.
Nickel coinage is thus very unlikely to be counterfeited,
and its peculiar nondescript
colour renders it easily
distinguishable
from silver or gold money.
The progress of metallm'gy, however, is making us aequainted
with several new metals and many new alloys, and it is
quite likely that some new material for fractional money
will eventually be found.
I)r. Percy, havh_g regard to
the rising price of nickel, suggests tha_ manganese
should be employed instead, as it gives alloys of similar
character, and can be procured in greater quantities.
I)r. Clemens Winkler strongly recommends
aluminium as suited for monetary pro'poses.
Trial pieces,
marked "_ real, 1872," have been struck, and one of
them may be seen in _he l_Ionetary l_Iuseum at the Paris
mint.
This metal has a characteristic
bluish white
colour, but its great advantage is its low specific gravity.
The trial piece in question, of which a specimen was
furnished to me by Mr. tloberts, the chemist of the English mint, is two centimetres, or 0"79 inch, in diameter,
a little wider than a sixpence and much _hieker, and yet
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weighs onlyone gram, or 151 grains. _\'ereour pence
and halfp(nnies
as lightand convenientas thiscoin,we
e_:uld
carrymany of them in thep<_cket
_yithout
discomfort. The chiefdifficulty
in adoptingsuch a new metal
would arisefrom the uncertainpriceat which itcan be
produced.It ismflmown,too,how itwould wear. ]_ven
ifpurealuminimnwerefoundtobe unsuitabk_
forcoining,
some ofitsremarkablealloysmight be employedinstead.
Mr. Graham, thelate_[aster
ofthe}lint,
had a seriesof
trialpieeesof one to ten centsstruckin the so-called
" aluminium bronze."
I may suggest that one of the best possible materials
for small money wouhl be steel, pro_'ided it could be
prevented h'om rusting.
Steel coins would be difficult to
strike, but when once struck could be halx]ened, so as to
be almost indestructible.
The cheapness of the material
would allow of their production on a large scale at smal]
cost, while they could not possibly be imitated by the
false eohlers with any profit. Hence it would be needless
to pay any attention to the metallic value of the coins,
which might be struck of the most convenient sizes,
probably those of the sixpence and shilling.
Now it
has been pointed out by Sh- _John Herschel (Physical
Geography, reprinted from the "Eneyclopmdia
Britannica," § 820, p. 289), that steel appears to be protected
fl'om rusting by being alloyed with a small quantity el
nickel ; this M least is the effect in the ease of meteoric
iron. It is much to be desired that such an alloy shouhl
be fairly tried.
I am informed by I_[r. lloberts, that
silver also alloys well with iron or steel, and theft such
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mixtures have been proposed for eoimng purposes.
_m
alloy of sih, er, copper, and zinc has ah'eady, hldeed, been
fully tested in Switzerland, where it is used for twenty,
ten, and five-centime pieces.
These coins are convenient
in size, but have a poor yellowish white appearance.
They have not been adopted, so far as I know, by any
other country; and there seems to be no use in putting
silver into them, as it would probably be easy to produce
_ similarly eolom'ed alloy without silver.
It is a misfortune of what may be called the science of
monetary technology, that its stu(ly is almost of necessity
confined to the few officers employed in government mints.
Hence we can hardly expect tlle same advances to be
made in tile production of money as in other branches of
manufacture, where there is wide and fa'ee competition.
_Ioreover, it is very difficult to get an opportunity
of
_esting any new kind of coin; in a large currency, like
that of the United I_ingdom, it is almost impossible to
execute experiments.
But it may be suggested that the
English mint, in supplying coins for some of tile smaller
British colonies and possessions, enjoys an admirable
opportunity for testing new proposals.
This need not
involve any cost to such colonies, as the English government, in striking a few hundreds or thousands of pounds'
worth of smM1 coin for a colony, might readily engage _o
_ithdraw them at its own cost if found unsuitable after
a certain number of years.

CIIAPTEI_ XII.
TIIE

BATTLE

OF TIlE

STANI)ARD,_.

Ev1_r_ since the great discoveries of gold in CMiforni_L
and Australi,_ began _o disturb the value of theft metM
relatively to silver and _o other commodities, it has been
a contil]ual subject of discussion what standard of xMue
should be ultimately adopted.
There have been partizans of the now antiquated
sih, er standard, of tile
double standard, and of tile gold standard,
tidying h_
England long possessed a gold standard, we h:n'e been
only in a secondary degree concerned in such discussions,
upon wlLich quite a library of works has been written by
distinguished
French, Belgian, German, Swiss, ItMian,
and Dutch economists.
The changes actually effected in
the currencies of Europe since 1849 are of the most
extensive character.
Some nations have more than once
changed theh" policy.
Holland, anticipating a great fall
in the value of gold, adopted silver as the single standard
of _alue in 1850.
This change had to be eft'coted at
eonsiderM)le pecuniary loss, and it is understood that
Holland is again exposed to the trouble and expense
of having _o admit a gold standard, either as a sole
legal tender, like Germany, or else concurrently
with
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a restricted silver coinage,
monetary allies of France.

like ]3dgium

"rod the other

I_rom the time of Locke to that of Lord Liverpool, the
comparative advantages of gold and silver, as tile principal measure of value, were a fl'e,,luent subject of discussion among English political writers.
Locke and most
of the earlier English economists upheld silver. Lord
Liverpool definitely decided English policy in favom" of
gold, and the tendency of opinion is now strongly in the
same direction.
Several countries have recently changed
from silver to gold, and since the single example of
Holland no nation has passed frem gold to sih'er. Even
Austria, which is still supposed to represent the silver
standard, has taken a step towards a change by coining
ten- and twenty-franc
pieces in gold, the inscriptions
10 :Francs and 20 l_ranes now appearing, as well as 4
Gulden and S Gulden, on the new gold coins of the
Austro-Hungarian
empire.
The Do_blc Stal_dard.
The single silver standard
having been practically
abandoned
as regards
the currencies
of Europe, the
battle has more recently waged between the partizans of
the double stan&_rd, represented in the currencies
of
France and the Monetary Convention of Western Europe,
and those who uphold a gold standard combined with
subsidiary coinages of silver and small money, somewhat
in the manner of the English system.
The advantages
of the double standard have been most ably advocated
by 1_[_I.Wolowski, Coureelle-Seneuil, Seyd, LSon, Prince-
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Smith, and others, while MM. Chewtlier, ])e Parieu,
ttendriks,
]?rbre Orban, Levasseur,
_'eer-Herzog,
and
Juglar, have been some of the leading ul)holders of the
gold standard.
The literature
of the subject is very
extensive and, to most readers, dreary in the extreme,
hut I will try to give a tolerably concise statement of the
principal f_l'guments.
In the first place, I have no doubt whatever that
M. Wolowski ix theoretically quite correct in what he says
ahout the compensatory
action of the double standard
system.
English writers seem completely to have ntisunderstood
the question, asserting
that the system
exposes us to the extreme fluctuations
of both metals.
No doubt, when goht and silver are both legal tenders to
unlimited amounts, there will be a tendency to pay in
that metal which is overrated in the legal ratio of 15}
to 1. Only when the price of standard silver ix exa,etly
5s. 0½:)/l. per ounce is it a matter of indifference in
France whether a debt be paid in gold or silver, and this
exact price has only been quoted a few times in the
London market in the last thirty years.
Accordingly, it
has been urged that the double standard is not really a
double one, but only all aIternatice gold aJtd silrsr .sta_ldco'd. When sih'er is lower in price than 5s. 0{:,}d. per
ounce, silver becomes the standard;
when silver rises
above this price, gold takes its place as tl_e reM measm'e
of value.
So far the English economists are no doubt correct ;
but, in the first place, it does not follow that the prices
of commodities follow the extreme fluctuations of value
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of both metals, as many writers have inconsiderately
declared.
Prices only depend upon the course of the
metM which happens to have sunk in value below the
legal ratio of 15_ to 1. Now, if in tile accompanying
figure we represent by the line A the variation of the
value of gold as estimated in terms of some thh'd commodity, say copper, and by the lhle B the corresponding
variations of the value of silver ; then, superposing these
curves, the line C would be the era're expressing the
,':ctrcmc fluctuations of both metals.
Now the standard
of value always follows the metal which .f, Ils in value;
hence the curve D really shows the course of variation
of the standard of vMue.
This line undergoes more
frequent undulations than either of the curves of gold
or silver, but the fluctuations do not proceed to so greaf
an extent, a point of much greater importance.
,#':
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Compc_satoTT Action.
Nor is this the whole error of the English writers.
A little reflection must show that _[M. Wolowski and
Courcelle-Seneuil
are quite correct in urghlg that a
coml_c_satory or, as I should prefer to call it, cquilibratory
action, goes on under the French currency law, and tends
to maintain both gold and silver more steady in value
than they would otherwise be. If silver becomes more
valuable than in the ratio of 1 to 15½ compared with
gold, there arises at once a tendency to import gold into
any country possessing the double standard, so that it
may be coined there, and exchanged
for a legally
equivalent weight of silver coin, to be exported damn.
This is no matter of theory on]?', the process having
gone on in France until the principal em'rency, which
was mainly composed of silver in 1849, was in 1860
almost wholly of gold. France absorbed the cheapened
metal in vast quantities and emitted the dearer metal,
which must have had the effect of preventing gold from
falling and silver fl.om rising so much in _'alue as
they would otherwise have done.
It is obvious that,
if gold rose in value compared with silver, the action
would be reversed;
gold would be absorhed and silver
liberated. At any moment the standard of value is doubtless one metal or the other, and not both ; yet the fact
that there is an alternation
tends to make each wiry
much less than it would otherwise do.
It cannot
prevent both metals fxom falling
compared with other commodities,

or rising in value
but it can throw
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variations of suplfly and demand over _ larger a re_,
instead of leaving each metal fo be afl'eeted merely by
its own accidents.
Imagine two reserv_irs
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.
J3ut 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 distributed over tlle
whole area of boLb reservoirs.
The mass of the metals,
gold and silver, circulating in Western Europe in late
years, is exactly represented
by the water in these
reservoirs, and the connecting pipe is the law of the 7_h
Germinal, an XI, which enables one metal _o take the
place of the other as an unlimited

legal tender.

The Demo_etizatioj_ _/"Sih'er.
M. Wolowsld has earnestly warned Europe against
the danger of abrogating the law of the double standard,
and demonetizing
silver.
Germany, in adopting a gold
standard, is causing a considerable demand for gold, and
at the same time throwing many millions of silver coins
upon _he market.
Austria, Denmark, Sweden, and Norway are likely to follow her example.
If other eotmtries
were to insis_ upon suddenly having a gold money,
it is evident that gold would tend _o rise in value compared with silver, which might be largely depreciated.
If France,
ltaly, ]3elgium, and other countries non
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possessing theoretically
the double standard,
were t._
allow tile free action of their monet_ry laws, the deprvdated silver would flow in mid replace the _tppreciated
gold, so that the change of values would be moderated.
_[. Wolowski asserts tlmt if this compens_tory action be
suspendt.d, and the demonetization
of sih-er be extended,
there must ensue a disastrous rise in the wllue of gold,
thus rendered the sole standard
of _'alue. All debts
private and public will be legally due in this metal,
and all burdens will be greatly increased.
Within the last year or two the predictions of ;\I.
Wolowski may seem to have been verified in some degree.
The price of standard siher, which was at one time 62}d.
per ounce, has already fallen as low as 57_d. while the
demonetization
of silver in (_ermany is only partially
accomplished.
The whole effect of the great discoveries
of gold u'as only to raise the price fl'om about 59_d. t!_
a maximum of 62_d., while the double standard system
freely worked ; but since its action has been, as we shall
see, suspended, the mintii_g operations of a single governnlent can affect tlle priee in a greater degree.
Agreeing that 5i. Wolowski ia entirely correct in an
abstract point of view, ,rod is justified {o some extent
by the course of events, I must adhere to the opinion
which I expressed at his request in 1868, and whidi was
partially published in his volmne, "L'Or et l'Argent"
(p. 6e).
Tile question seems to be entirely one of degree,
and
in the absence of precise informafi,m is quite indeterminate.
If all the nations of the _lobe were suddenly
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and simultaneously
to demonetize silver, and require
gold money, a revolution in the value of gold would be
inevitable.
But _. Wolowski seems to forget that the
nations of Europe constitute only a small part of the
population of the world.
The htm(h'eds of millions who
inhabit India and China, and other parts of the eastern
and tropical regions, employ a sih-er currency, and there
is not tile least fear that they will make any sudden
change in their habits.
The English government has
repeatedly tried _o introduee a gold currency into our
Indian possessions, but has always failed, and the gold
coins now circulating there are supposed not to exceed
one tenth part of the metallic currency.
Although the
pouring out of forty or fifty millions sterling of silver
from Germany may for some years depress the price of
the metal, it can be gradually absorbed without difficulty
by the eastern nations, which have for two or three
thousand
years received a continual
stream of the
precious metals from Europe.
If other nations should
one after another demonetize silver, yet the East may
be found quite able to absorb all %hat is thrust upon. it,
provided tha{ %his be not done too rapidly.
As regards the gold required to replaee silver, it does
not seem to be evident that there will be any scarcity.
The adoption of the gold standard does not necessarily
involve the coining of mueh gold, for some countries
may, like Norway, or Italy, or Scotland, have a prhleipal
currency almost curia'ely composed of paper.
In ofher
countries, such es France and Germany, the cheque and
clearing system, which we shall shortly consider, may
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be gradually introduced, and may economize to a great
extent the use of tile metallic currency.
The current
supply of gold from the mines is still very large, and
we cannot be sure that it will slot be increased by fl-esh
discoveries in New Guinea, South Afl'iea, North and
South America, and elsewhere.
In short, then, the amount of supply and amount of
demand of both the precious metals depend upon a
a number of accidents, changes, or legislative decisions,
which cannot be in any way predicted.
The price of
silver has fMlen in consequence of tile German currency
reforms, but it is by no means certain that it will fall
further than it has already done. That any great rise
will really happen in the purchasing
power of gold is
wholly a matter of speculation.
We cannot do more
than make random guesses on the subject, and, as a
mere guess, I should say that it is not like]y to rise.
Gold has since 1851 been falling in value, and an increased demand for gold is not likely to do snore than
slacken, or at the most arrest, the progress of depreciation.
Disadvantages

qf the Double Standard.

While the need for mMntaining the system of the
double standard
is a matter of speculation,
tile ihcom-eniences
of the system are beyond doubt.
So
long, indeed, as its operation resulted in substituting
a beautiful coinage of napoleons, hMf-napoleons, and
five-fl'ane pieces hi gold for the old heavy silver dcus,
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there was no complaint, and tile French people admirM
the action of their compensatory system.
J3u_ when, a
year or two ago, it became evident that the hea_ T silver
em'reney was comilJg back again, and that the gold coin
was likely to form the circulating
medimn of other
nations, the matter assumed a different aspect.
The
French, in short, have been educated to the use of gold,
and they are not likely to wish for the re_urn of a curreney 15.} times as heavy and cumbrous.
_Ioreover, tile
change involves a loss _ to the community in general,
who receive fheh' debts in a metal of lessened value;
and a par_ of the benefit is reaped by bullion-brokers,
money-changers,
and bankers, for whom a factitious
trade in gold and silver money is created by the law of
the 7th Germinal, an XI. The statesmen of the countries
still maintaining the double standard must have reflected
tha_ other nations
showed no tendency whatever to
adopt _he same system.
Thus, if France were to continue to act as a great compens_dory cm'reney pendulum,
she would bear the cos_ and inconvenience, while other
n_ions would reap equally with herself the advantage
of the increased
steadiness
of value of the precious
metals.
The founders
of the hlonetary
Convention
and the advocates of International
Cm'reney never intended to sacrifice themselves
to this extent for the
benefit of the world. Accordh_gly they have _n effect
abandoned the double standard.
When tile renewed tendency to coin silver five-franc
pieces in large quantities first became _pparent,
the
French government
at once suspended
the coinage.
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Subsequently an a_'eement has been made from year to
year between France, Switzerland, ]3elgimu, and Italy,
that each country shall eohl only a fixed quantity of silver
ecus proportional to its population.
An agreement to the
same effect had before e_sted as regar_Is the silver
token em'rency of two-franc and smaller pieces ; but the
coinage of 6cus, _hiell were in theory standard coins aml
legal tender for unlimited amounts, had been left unrestricted.
The result of the limitation of coinage now
imposed is %o destroy the action of the double standard
system.
Silver being coined only in limited quantities
cannot replace and/h'ive out the gold, and the five-franc
pieces, although worth more than five single franc pieces,
are worth less tlmn the fom'th part of a napoleon or
twenty-franc piece in gold. Although, so far as I m_derstand, they remain a legal tender for unlimited amounts,
they cannot be hail in unlimited quantities, and are thus
practically reduced to the rank of token coins.
]_y the
least possible legislative change, the French an/[ other
governments
of the iqonetary
Convention have thus
practically
abandoned the double standard, and have
adopted one which is hardly distinguishable
from the
composite legal tender of England and Germany.
Ever
since 1810 copper or bronze money had only been legal
tender in France to the amount of 4 francs 99 centimes,
and since the fineness of the smaller silver currency was
lowered, this money also _as restricted as a legal tender
to the amount of 50 francs for any one payment between
individuals, or to the amount of 100 fa'anes for any payment to the public treasm'ies.
The silver 5cu forms the
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single link by which France holds to the double standard,
and this link is half severed.
It is remarkable that the changes thus effected in the
money of Western Europe are almost the same as those
by which the United States had previously abandoned
the double standard.
Until the year 1853 the silver
dollar of the United States mint was a standard coin of
unrestricted
legal tender, concm'rently
vdth the gold
coinage of eagles and their fractions.
The legal ratio of
silver to gold in weight indeed, was 16 to 1, instead of
15½ to 1 as in France.
More silver being {hus required
to make a legal payment in America than elsewhere,
gold was naturally preferred for this purpose, and the
silver was sent abroad.
To remedy this state of _hings
the government of Washington, in 1853, reduced the halfdollar and smaller silver pieces to ¢he condition of token
coins, and though the single silver dollar pieces remained
of standard
weight, they were coined in very small
quantities
and were practically suppressed.
The predominance of an inconvertible paper currency suspended
the question of metallic money for a time.
The Coinage
Act of _he United States Congress came into operation
on 1st April, 1873, and constituted
the gold one-dollar
piece the sole unit of value, whilst it restricted the legal
tender of the new silver trade dollar, and of ¢he halfdollar and its subdivisions, to an amoun_ not exceeding
five dollars in any one payment.
Thus the double
standard
previously
existing
in theory was £nally
abolished, and the United States was added ¢o the list of
_ations adopting the single gold standard.
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Tile _lonetary Systems of the World.
On reviewing the changes _hich have recently taken
place in the cm'rencies of the principal nations, we notice
an unmistakable tendency to the adoption of gold as the
measure of value, and the sole principal
medium of
exchange.
This system is now adopted throughout Great
Britain and h-eland, the Australian
colonies, and New
Zealand, the African colonies, and many of the miner
possessions of the British empire.
It has existed for
some time in Portugal, Turkey, Egypt, and in several
of the South American States, such as Chili and Brazil.
It has been established by recent legislation h_ the
German empire, and also in the Scandinavian
-kingdoms of Denmark, Norway, and Sweden, where a gold
currency, and principal legal tender, of twenty-la-oner
pieces, is now being issued.
Even Japan has imitated
European
nations, and introduced
a gold coinage of
twenty, ten, five, two, and one-yen pieces, the yen being
only three per mille less in value than the American
gold dollar.
The new fractional money of Japan is to
consist of fifty, twenty, ten, and five-sen pieces in silver,
the sen corresponding
to a cent, and forming a token
money at the fineness of eight parts in ten.
The double standard is still theoretically maintained
in France, Italy, Belgium, Switzerland.
Spain, Greece,
and Roumania have also in recent years reformed their
cm'rencies in imitation of the French system, and must,
I suppose, be considered a_ h_vin_" ,_ double standard.
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In the New World, Penb Ecuador,
profess to have the same system.

and New Grenada,

A few years ago a very considerable par_ of Em'ope
might have been classed as retaining the ancient system
of a single silver standard, with gold coins circulating,
if" at all, at varying rates, as commercial money.
The
whole of Germany, north
and south, together with
Austria,
the
Scandinavian
kingdoms,
and P_ussia,
belonged to this group.
Owing to the changes ah'eady
mentioned, only Austria and tlussla now clearly represent the silver standard in Europe, and even Austri_ has
begun, since 1870, to coin gold pieces of eight and four
florins, the same in weight and fineness as the French gold
twenty- and ten-franc pieces. 13y an imperial decree, dated
Vienna, 12th July, 1873, it is ordered that the French,
Belgian, Italian, and Swiss gold pieces of twenty, ten,
and five fi'ancs shall be internationally
accepted in the
AustroJ:Iungarian
empire in the ratio of eight gold
florins to twenty h'ancs of gold coin of the other nations.
h_evertheless the silver standard
practically
prevails
over a large part of the world.
The vast populations
of India and China, Cochin China, the East Indian
Islands, portions of Africa and the West Indies, Central
America and Mexico, have a cm'rency mainly consisting
of silver coins, either rupees as in India, sycee bars as in
China, or silver dollars as in many other places.
The gold standard has thus made grea_ progress, and
it will probably continue to progress.
When the United
S_ates retm.n to specie payments, they will certainly
adopt gold, and Canada, whose currency can hardly be
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classed at all at present, must do the same.
The Latin
nations, having once abandoned the double standard in
practice, are not likely to return to it, and Austria must
follow. An extensive monetary change is hardly to be
expected in Ilussia, although it is very remarkable that
in the province of Finland, a part of the empire highly
distinguished for intelligence and good education, _ussia
has positively admitted the franc system and its decimal
subdivisions, the Finnish mare or quarter-rouble
ha_Jng
the precise silver weight and value of tile franc, lira,
and peseta.
A great step towards a futm'e international
coinage is thus effeeted. Like changes are impossible
among the poor, ignorant, conservative nations of India,
China, and the tropics generally.
Hence we arrive, as
it seems to me, at a broad, deep distinction.
The highly
civilized and advancing nations of Western Europe and
North America, including
also the rising states of
Australasia, and some of the better second-rate states,
such as Egypt, Brazil, and Japan, will all have the
gold standard.
The silver standard, on the other hand,
_'ill probably long be maintained throughout the _usMan emph'e, and most parts of the vast continent
of
Asia; also in some parts of Africa, and possibly in
Mexico. Excluding, however, these minor and doubtful
eases, Asia and _ussia
seem likely to uphold silver
against the rest of the world ariel)ring gold. In such a
result there seems to be nothing to regret.
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Ix this chapter I propose to consider several minor points
relating to the construction
and regulation of metallic
em'rency.
Although the first principles of money are
simple, it is surprising how many little details have to
be considered before we can attain the maximum of
convenience.
We have ah'eady discussed the selection
of metals to be employed, the modes in which they may
be combined into a system, the regulations as to issue,
etc.
In this and the following chapters we still have
to consider the character
of the alloy which is best
adapted for eoining ; the most convenient sizes for coins ;
the method of counting large numbers of coins ; the_eost
at which the cun'ency is maintained;
the advantages
and disadvantages
of international
emTeney of money;
the difficulty of selecting a single standard unit ; the best
series of multiples and submultiples of the unit.
At the
most I cannot in this work attgmpt to give more _han a
slight sketch of the complicated questions of detail which
have to be considered before making any change in the
currency.
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Although we commonly speak of money as consisting
of gold or silver, the coins actually used contain alloys
either of silver and copper, or of gold and copper, or 02
g_fld, silver, and eopI,er.
3Rmey struck in nearly pure
gold has indee(l been issued both in early and r(<_en_
times, and among such gold coins may be mentioned
the ancien_ bezant, the recent Austrian ducat, contaii_ing 986 parts of gold in 1000, the six-ducat piece o2
Naples, containing
[t96 parts, or the Tuscan s(_cluin,
which is said to be almost pure gold, namely 9._19parts
in 1000. Pure g,)ld and silver are, however, sof_ nx,t:_!s,
so that e_-en if they were found naturally in fi_e pure
state, it would be desirable to add copper, which communicates hardness and reduces _'ery much the abrasion
of the coins. The proportion of eopper to be adopted
has been a matter of fl'e(luent discussion, and is determined p_trtly on historical, partly on scientific grom_ds.
The exact alloy employed in England appears to
have been decided by the s_'stem of weights used. Silver
waS..ll;eighed by the troy pound of 12 ounces, of which
11 oz. o dwts. were to be pure silver, and 18 dwts. eopper.
This proportion, which, e_'en in 1357, was ealled the
" old right standard of England," has, in spite of temporary depreciations,
been maintained
to the present
day, and corresponds to tl_.e proportion of 925 parts in
1000. Gold having beel_.weighed by tt_,e ancient and
curious system of carat weights, said _o 1_(,derived from
tl:e seeds of an zkbyssinian plant, the unit weight of gold
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was 24 carats, of which 22 were to be of pure gold and
two of alloy.
This ratio, which has existed for many
centuries, is decimally expressed
by 916"66 parts in
I000.
The degreesof fineness
employed in one countryor
another at different times are infinitely various.
Silver
has been coined of only 200 or even 150 parts in 1000,
and gold of 750 or 700 parts ; and coins exist of almos_
every fineness from these limits up to nearly pure metal.
The only standards of fineness which it is needful to
discuss in the present day are those of 900 and 835
which are proposed for general adoption in international
money.
A few years ago, indeed, the 13erlin government
contemplated the adoption of a standard Genna.n crown,
consisting of ten grams of pure gold and one gram of
alloy, which would give a fineness of xx
_o or 909"09. This
scheme had no apparent advantages, and was fortunately
abandoned in favour of tile present German coinage,
which is, both as regards gold and silver, of the fineness
of 900 par_s in 1000. This simple decimal proportion
was adopted by the French in the lime of the _evolution;
it has been extended over the countries belonging _o ghe
Monetary Convention of 1865, and over Spain, Greece,
and otller countries which have more or less imitated _he
French system.
It was long ago adopted by the United
States, and has been recently introduced into the gold
eun'ency of the Scandinavian
ldngdoms.
The German
government, baying now decided to accept it, the simple
decimM fineness is est,'d)lished in all _he more advanced
countries, excepting EngJand and some of her colonies,
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and a few nations, such as Russia, Portugal, and Turkey,
_-hich have imitated the English currency and coined
gold at 916"66.
In a chemical and mechanical
point of view the
exact degree of fineness is not _ matter of importance.
The difference between 11 and f% is only _, and
though the often-quoted experiments of ttatchett
were
said to show that our standard was slightly better than
that of the French, the difference is so slight and questionable as to afford no ground for preference.
The
late 1Kaster of the Mint, Professor Graham, was quite
_'illing to accept the standard of 900, both for gold and
silver, and there are really no reasons, except prejudice
and traditional usage, why we should not do so as soon
as we make any change at all.
Uniformity in the
practice of nations is desirable in this and many other
points, and the French economists lay great stress upon
this question of fineness.
It appears to me, however, that
the exact degree of fineness is altogether a matter of
secondary importance.
If _'e were now to make our
sovereign nine-tenths
fine, we should have to raise its
weight fl'om 123"274 grains to 125"557 grains, and the
mixture of old and new coins would entirely frustrate
the methcd of cDuntlng gold money by the scales adopted
in all banks.
We must certainly, therefore, postpone
a change of fineness in gold mltil _'e make a more considerable monetary reform.
I see no reason, on the
other hand, ,_hy the mint should not at once be authorized to coin silver of the decimal fineness of nine-tenths.
This would merely involve an imperceptible increase in
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the thicknessof the coins,which would,in the caseof
thesmallerones,be advantageous.
The fineness of 835 par_s in 1000 was adopted by
France, as ah'eady stated (p. 76), in order to reduce the
two-fl'ane and smaller pieces to the rank of tokens, without making any change in their weight and appearance.
There is no special objection to this ahoy, which is
perfectly coinable and of good colour; but it is not
likely that it will be adopted by the English government,
instead of tile present fineness of 925 parts in 1000
of our silver coinage, and does not need further diseussion. It may be added that, in former years, the alloy
contained in gold coins consisted in part of sih'er, which
is always present in a greater or less quanti_y in native
gold wherever it is found.
The yellow appearance of
guineas, and also of many Australian sovereigns, was
due to this silver alloy ; but all such silvery gold coins
are rapidly withN'awn now by gold refiners, who can
profitably
separa% the sih,er.
The very remarkable
invention of l_Ir. F. t3. Miller, of the new Melbourne
mint, enables _his separation to be effected with great
ease, and at small cost, almost on the gold fields. It
is only recluisite to melt tile silvery gold, and pass a
era'rent of chlorine gas into it, to obtain the silver in the
sta_e of chloride, which is readily separated fl'om the
gold and reduced to the metallic state.
It is a NrLher
advantage of %his simple process that all gold so treated
is fl'eed from accidental impurities, and rendered perfeetly malleable and fit for coining.
One of the great
diffieulties of mint masters, the brittleness of gold, has
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thus been entirely overcome.
A full description
of
the process, as employed at the ]:nglish, Australian,
American, Norwegian, an4 other mints, _ill be found in
the first Annual lleport of the Deputy _Iaster of the
English _ILat (p. 98), and in the Second Ileport (p. 38),
or in the specification as printed
by the Patent Office.
The S;zc of Coilz_.
There appear to be pretty well defined limits of size
_'ithLa which we should confine ourselves in the strikLag
of money.
Coins must not be so small that they can be
easily lost, or can _'ith difficulty be picked up. The rule
seems to be that the cola should cover the whole area of
contact between the poLats of the thumb anti first finger ;
anti though, of course, this area _-ill differ with men,
_-omen, anti chil&en, _-e shoul4 err rather in excess
than defect.
On this ground I shoul4 condemn the
]_nglish threepenny
silver piece as too small, anti,
on the same ground, the Swedish ten-Sre piece, the
American one-dollar gold piece, the former :Papal onescudo piece, must be pronounceti inconveniently
small.
The French five-franc gold piece of the later type, the
English fourpenny piece, the Canadian five-cent piece,
or the new silver piece of twenty pfennigs, now being
introtiueeti into the German empire, must be considered
the smallest colas to be tolerated.
The thickness of the
coLas, however, must be taken into account as well as
the diameter.
The moneys issued from the United
States mint are thicker than usual, and though this
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tends to glve some of the coins a clumsy appearance,
yet they seem to me all the more convenient to use.
Ti_e French have gone to the opposite extreme, the fivefranc gold piece being very thin, and having-a diameter
of nearly seventeen millimeh.es, while the American
dollar, which is more valuable, has a diameter of little
more than thirteen millimetres.
The maMmum size of
coins has probably been determined chiefly with 1,egard
to the practical difficulty of coining.
The largest coin
which h_as been very widely circulated is perhaps the
_Iaria Theresa dollar, measm-ing 1"6 inches, or 41 millimetres, in diameter; the other most common species of
dollar are somewhat smaller, such as the Spanish dollar
of 1858, measm.ing 87 millimetres; the American dollar,
1846, the Spanish dollar, 1870, the _Iexican dollar, 1872,
measuring
from 37 to 38 millimetres.
The average
diameter of the dollars which I have examined is 38_.
nfi]limetres, or almost exactly an inch and a hall
In
their larger gold coins, the Americans maintain unusual
_hickness.
Thus the double eagle, though in value eclual
_o more than four pounds, has a diameter of only 34
millimetres, or 1_ inch.
The beautiful tom'-ducat piece
of Austria has a larger diameter than the double eagle,
flmugh it contains les_ than half _he quantity of fine
gold.
Tke IVear of Goin.
Some a_tention must be given to the abrasion which
coins suffer in use. In the case of gold coins the loss of
metal thus occasioned is of importance, and leads, as
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we have seen (p. 111), to a gra_lual dcq_reeiation of tile
currency.
As coins pass frequently from hand to hand,
tile amount of metal abraded will be nearly the same as
regards each coin of the same type, and each year of
circulation.
The loss will be proportional
to length of
wear. Now tile English law allows a sovereign to be'
legal tender so long as it weighs 122"5 grains, or more ;
and the difference between this and the full standard
weight, or 0"774 grain, represents the margin allowed for
abrasion.
Now, from experiments described in a paper
read to the London Statistical
Society in November,
1868 (" Journal of the Statistical Society," Dec., 1868, vol.
xxxi. p. 426), I estimated the average wear of a so_-ereign
for each year of circulation
at 0"043 grain (0"0027i;
gram).
It wo_fld follow that a sovereign cannot in
general circulate more than about eighteen ?,ears without
becoming illegitimately light.
This length of time, then,
would constitute what may be called the lfflal l_'c of a
sovereign.
It has shiee been shown by Dr. Farr, that
certain considerations
overlooked in my calculations
would reduce this estimate of file legal life to fifteen years.
Nr. Seyd, on the other hand, thinks that twenty ?,ears
might be adopted as the legal age of the sovereign.
_\:hen we compare the em'reneies of different countries,
it becomes evident that the rate of abrasion will depend
partly upon the rapidity and constancy of circulation,
partlyupon the size and character of the coins.
According to the inquiries of M. Feer-Herzog
in Switzerland,
the coverage loss of the twenty-franc piece amounts to
200 millionths of the full weight in each 5"car, while
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with fhe fen and five-fran_ gold pieces, the corresponding
amounts are 480 and 620 mil!iontl_s.
_Iv own weighings
ef English gold show thaf the sovereign"loses about 850
millionths in each year of wear, and the half-severelgn
no k,ss fhan 11.20 millionlhs, o1"more than ene-%nti_ per
cent. per annum.
As flle English coins are hea_'ier _han
fhe napoleon anal half-napoleon, the 5, should suffer less
loss in proportion,
hi. Feer-ttcrzog
afLributes the excessive loss manifested by English money to {he seller
character of {he English alloy of eleven4welfths.
This
cause may confribufe someflfing to the effee[ observed,
but it is probable {ha[ {he greMer rapidity of {be
cfl'cula[ion in England is the main ground on which
so great a difference can be explained.
The rare of wear of a coin depends greafly, if wi!l
be seen, upon its size. A large cofl_, like an English
crown, a t"rench silver deu, or an American double
eagle, sufi%rs comparatively li_[le wear, because fl_e sin:face increases much less rapidly in proportion than the
eon[ents of fhe coin. The slight degree of abrasion of
ghe _'arious silver dollars may be one cause of theh-popularify in tlle Eas[.
Smaller silver money loses much
more.
Thus, according _o experiments made a_ _hemint
in 1838,, tl_e loss per cent. per annum on half-crowns is
about 28. 6d., on shillings 48., and on sixpences 7s. 6d.,
or decimally "125, ":200, and "875 per eenf. respec[ively.
This loss becomes considerable in fhe eourse of 3"ears, as
may readily be seen in the case of worn sixpences.
The
average less of weight of the old silver coins melfed af fhe
min_, seems to be abou[ 16; per eenf., bu_ fbis loss is
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more than covered by the profit upon the issue of new
silver coin. Experiments were made at the mint in 1798
upon the _,eight of English silver coins then in circulation.
It _'as found that the deficiency amounted
in
crowns %o 3"31 per cent., and in half-crowns, shillings,
and sixpences respectively, to 9"90, 21"60, and 38"28 per
cent.
In the recent with&'awal of the old silver money
of South Germany, it was found to have lost on the
average about one-fifth part of its weight.
To reduce the loss arising from the wear of gold coin,
it might seem to be desirable to issue large gold pieces.
The Americans used to have a great circulation
of
eagles aml double eagles, the latter especially being very
handsome
medal-like
pieces.
In former days mal_y
large gold coins, such as the carlino, dobraon, doubloon,
quadruple pistole, and the double ryder were eta'rent.
A
serious objection, however, to such coins as a double
e_gle, one-hun&'ed franc-piece, or five-pound piece, is
that they can readily be falsified.
Slnall holes can be
drilled through them, and then concealed by hammering.
The application of the file, the sweating bag, or cylinder,
or of chemical reagents, vould l_robably be safer _-ith
large than with small coins.
In some cases a double
eagle has been completely sawn into two fiat discs, which
were afterwards neatly soldered together again with a
plate of platinum between to give the requisite weight.
It might have been thought that the labom" and skill
reqtfired to effect such f,flsification would have been better
remunerated in some honest employment; but, according to the reports
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_Iint, there is evidence to show that the practice is profitable.
It is proposed to prevent this falsification
by
reducing the thickness of the double eagle, and also
making it somewhat dish shaped ; but it would be better
to abandon the issue of such large gold money, as has long
been done in England and France.
Experience shows
that sovereigns, napoleons, half-eagles, and gold coins of
_he same size are not fi'audulently treated, nor are silver
coins ever debased in the way described.
In order to diminish the abrasion of coins as far as
p_ssible, the design and legend should be executed with
the least possible relief consistent with perfect definition,
and the head of the monarch, or other personage, should
not protrude.
In this and most other respects the
sharply defined tlat desig-a npon the English florin is
much superior to the high rounded ornaments
of the
old crown, hMf-crown, and shilling.
The French mints
seem to be very successful in the execution of dies, all
the coins, gold, silver, and bronze struck by them having
fiat yet admirably execu[ed devices.
Perhaps the most
beautiful recent coin which I have seen is the new
twenty-franc gold piece struck during 1874 for }Iungary,
the engraving of the die being excellent.
The new
Scandinavian gold pieces of five-sl)ecie dollars, or twenty
_'oner, axe also _ell executed.
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quantities
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of coin by tale, piece after

piece, is not only a tedious operation, but very uncertMn
as regards
accuracy.
Several methods have been devised _o facilitate the operation.
In nHnts, the ]3ank
of England,
and other
establishments,
where v,_st
quantities of coin are treated, cou_ttMg boards are used.
Similar boards ha_-e, indeed, been used from time immemorial in some parts of India by money-changers
and
tradesmen.
These consist of simple flat trays, with
several hundred depressions regularly arranged, and of
such a size that one coin will exactly fit into each
depression.
Iqfandftlls of uniform coins are thrown on
to the board, and shaken over it, until most of the holes
are filled; the remaining holes are then filled up one
after mm_her by hand.
The number contained upon
the board is then known with infallible ,tecuracy, and
at the same time it is very easy to examine the coins,
and detect any counterfeit, defective, or foreign pieces.
By the use of such boards, bags of equal numbers of
any coinage are readily made up with great certainty.
In English banks it is requisite to count out considerable
sums in gold coin with rapidity
for the
payment of cheques over the counter, or to verify the
number of sovereigns paid in on deposit.
]:'or this
purpose bMances are employed, with weights prepared
so as to be equivalent to 5, 10, 20, 30, 50, 1(10, 2(t0, and
300 sovereigns.
Any stun which is a multiple of iive
sovereigns can thus be rapidly, and almost infallibly,
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weighed out in a few seconds,

provided

that the coins

are not too old and worn.
An error of a sovereign
is sometimes possible in a large stun, on account of
deficiency of weight.
In the case of half-sovereigns, this
process is seldom to be depended upon, o_ving to the very
considerable
lightness of the coins.
This uncertainty
in weighing is one of several serious inconvemences
u'!fieh arise fl'om the defoctive state of our gold coinage.
Half sovereigns, however, and in fact M1 eohls which
are approximately
equal to each other on the average,
can be rapidly counted on the bahmce by the ingenious
method qt" d_l_gic_tiom Any convenient
number, for
instance, fifty eoins, being counted into one scale,
an equM number may be made to balance them,
without counting, in the other scale.
The two equal
lets being united, one hundred
more coins may be
made to counterbalance
them, and by a second union
we get bye hundred coins.
We may repeat this duplication, if the bManee will bear the weight, and afterwards,
using one lot of coins as the fixed weigh% m,w go on
counting out lot after lot equal to it in weight and
number.
When neither balance nor counting board is available,
coins may be counted ou_ into little piles of ten, fifteen,
or twenty.
Placing these piles alongside each other on
a flat board, it is easy to detect any inequality of height
by the unassisted eye, or by a straight edge laid along
_he top. A mistake in counting will thus be generally
made manifest.
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Cost of lhe 3lctaSl;c Curre_tcy.
Calculations of some interest may be made as to the
cost which falls upon the public in one way or another,
owing to the use of metallic money.
Speaking first of
the subordinate coins of silver and bronze, the government make a profit by their m:mufacture, owing to the
reduced weight at _hieh they are issued as tokens.
Standard silver ean usually be bought by the mint for
5s. per st'mdard ounce.
It is issued to the public at
the rate of 5s. 6d. per ounce, so that the government
receives a seignorage of at least nine per cent. on the
nominal value of the eoin issued.
The average coinage
of silver at the English mint during the last ten years
has been 2546,580, npon which the seignorage would be
about £49,'200 per annum.
On the other hand, the mint
has to buy back worn silver coinage at its nominal value,
and in recoining such money there is a loss, which, on
the average of the last ten years (1864-78) has been
216,700, leaving a net annual profit of _8'2,500, no
account being taken of the cost of the n_int establishmerit.
A_ present the price of silver is not aboYe
4s. 10d. per ounce, so that the seignorage is about 1_
per cent., and the profit on coining silver proportionately
greater.
We may look at this matter in another way, by
regarding the seignorage as so much money fimded to
bear interest, to meet the cost of withdrawing the eoi_,
when worn out, say thirty Fears subsequently.
Now a

]_i
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pound bearing 8} per cent. compound interest, becomes
in thirty years 2"61 pounds, so tliaf the 9 per cent. of
seignorage will have multiplied to 9,8"5 per cent.
]3uf
the actual deficiency of weight of the silver coin withdrawn is, on the average, only 16½ per cent., so that,
without taking into account the considerable number of
coins which must be lost, exported, melted, hoarded,
sunk in the sea, or otherwise finally wifiidrawn from circulation, there is a profit on the issue of the silver coin
under tile presen_ regulations.
In the issue of bronze money there has been, as
before s_ated, a profit of _.:270,000, against which must
be set off the possible, but uncertain, cost, of reeoining
a light token currency at some future time.
The cost of the currency is made up of four principal
items: the loss of interest upon t,he eapit'tl invested in
the money, the loss by the _brasion of gold coins, the
expenses of the mint, and lastly the casual loss of coins.
The las_ item is of who!Iv nnknouut amount; the other
i_ems may be estimated as follows.
We may, roughly
speaking, assume the gold currency of the ldngdom to
consist of 81,000.000
of sOvereigns and g2,000,000
of
half-sovereignls, the total value being 100,000,000
sterling.
The sovc'reigns lose annually on the average 0"048
grain each, giving "m annual loss of abou[ J2'-30,000;
the half-sovereigns
lose 0"069 grain each, producing a
loss of _:18,000.
The loss of interest, however, is a far
more serious matter.
The whole value of the me[als
employ;d
in the currency is, roughly
speMdng, as
follows :-"
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Gold coin in circulation
.....
]_ullion in the l_ank of England
Silver coin
.........
Bronze coin .......
Total

....
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100 millions
15
,,
15
,,
1_ ,,
1311 millions.

Tlle interest on this sum _t 3_ per cent is no less ttnm
£4,262,000.
The cost of the mint establishnlent
is about £42,000
annually.
The following statement,
then, shows the
aggregate cost of the metallic currency so far as it can
be estimated.
Loss of interest
....
Wear of coin
......
Mint establishment
.....

£4,262,000
48,000
42,(100
£_l,_52,(i00

]from tiffs amount ought to be subtracted
the profit
which the mint m_fl:es out of _he seignorage upon silver
and bronze coins ; but we lnay set off this profit against
the wholly unknown amount which the public loses by
the accidental dropping of cgins.
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L\" a book upon money written in tile present day,
reference must certainly be made to the scheme put
forward, and even the steps accomplished, towards a
world-wide system of International
Money.
_lueh time
will no doubt pass before such a notion is realized, and
the recent retrograde action of the German government
tends to retard so great an achievement of advancing
civilization.
Yet in all our changes and discussions of
monetary matters we ought to bear in mind the eventual
introduction
of a uniform monetary system.
We may
surely look for a gradual amelioration
in the relations
of nati,,)ns, though wars caroler yet be avoided.
We
have international
copyright, extradition
of criminals,
maritime
codes of signals, postal conventions, treaties
for lessening the horrors of war. Nations have long
since ceased to be isolated bodies wishing evil to all their
neighbours;
and as free trade becomes everywhere predominant,
and communication
by means of railway,
steamboat,
telegraph, post, and newspaper eonthmally
inereasea, we may look for the time when all people will
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seek to break down, as far as possible,
the barriers
between one family and another of the humau m_ce.
I willfirst
of allstatetheadvantageswhich may be
expectedto accrue from an international
system of
me[Mitemoney, and willthen describe
in succession
the
corresponding
possible
disadvantages,
theprogresswhich
has alreadybeen made towards the shnplification
of
monetary systems, the principM schemes set forth, and
their comparative merits and demerits.
AJ_:_u_t_gcs of bttcr_t_tio_(d M<mc_1.
Short-slghted people have objected to all schemes of
international
mol_ey, that the object in _'iew, if ever
reMized, would only save trouble to the comparatively few
people who travel from nation to nation.
This is the
least of all the benefits which the uniformity of money
would confer.
I am disposed to put in the first place the
immense good _'hich would arise fl'om facility in understanding all statements of accounts, prices, and statistics,
when expressed in terms of a uniform measure of _-alue.
To the statistician it is almost intolerable to meet with
tables of information,
s-ariously expressed in fl-anes,
pounds, dollars, thalers, metres, yards, ells, hundredweights, kilo_'ams.
The labour of stafisticM inquiry is
sufficiently great without the prelimin,qry ]M_our of redueing great masses of figures to a common unit.
To
the merchant, or man of business, t!_e variety of moneys
and measures is equally perplexing.
In many places the
value of the currency is not certainly known, and only

1.68

_ONEY.

those, who Lapt)en to have special knowledge of a locMity,
and the money and measures there employed, can venture,
to trade _ith it. The difference of monetal%v systems,
again, renders caleulations
relating to the foreign exchanges very complex, so that profit fallsto _hose who
have acquired skill in calculations of tl_e kind.
In the second place, the actual adjustment of the
tbreign exchanges would be rendered more promp_ and
perfect when the coin of one country could be transferred
directly into the circulation
of allother country.
One
result of international
currency wouht be that the precious metals would be hehl more in the form of c_in.
At the present time, what is coined by one country has
often to be melted up and reeoined by another, Mt£ough
to some exten_ the prillcipal kinds of coin, English
sovereigns, American eagles, French nape]cons, _lexican
dollars, are held by banks and bought and sold. With
a single system of coins, all stocks of gold and silver
wouhl, as a general rule, be kept in the
ready to go into ch'culation at any moment.

coined state,
Some smM1

savings would accrue fl'om the less amount of mintage
required, though this is a very secondary matter.
One
of more importance is the lessened opportmfities of profit
which there would be for bullion brokers and others, who
trade upon the difficulties of conducting the bullion tratlie
in the present state of things.
Nor is the saving of
trouble and loss to travellers a matter of indifference.
As international
communication
increases, tlle number
of travellers will increase, and we ought to break
as far as possible, all factitious diftieulties.

down,
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One benefit of in%rnMional money which has been
insufficiently noticed, is the improvement which its adoption would probably effect in the currencies of minor and
half-civilized states.
In many parts of tile world there
is still a mixtm'c of coins of v'trious and l_mceri:ain vttlue ;
and as long as the priucipal nations coin money on
totally differen_ systems, tile coins will circulate elsewhere and make confusion.
Already for a h)ng time
tile practically
international
currency of tile _lexiean
dollar has been a matter of great convenience;
and
where it is the unit of xalue, merchants
know on what
basis they are making contracts.
Now, if all the leading
nations combined to issue coins of one uniform series of
weight and sizes, these would by degrees form tile currencies of non-coining st_tes, and would eft'cot a reform
in the most remote parts of the world.
1)isadcantayes

of IJzternatiomd
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There art, no doubt, certain evils which might possibly
arise fl'om the circulation of money between nation and
nation. One gos_ernment, for instance, might coin money
slightly inferior to the proper standard, and such money,
once introduced, wend, in _irtue of Gresham's law, be
difficult to dislodge.
The French mint has been in fault
in this respect. French gold coin, when carefully assayed,
is found to have a fineness of 898 or 899 parts in 1000,
instead of 900 parts.
There is, indeed, a mint remedy
of two paz4s, so that the coin was legally issued ; yet the
mint authorities have taken advantage of this remedy in
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an improper way. On the average, the coins issued by any
mint ought to have almost the exact standard fineness,
and the divergence allowed under the name of remedy is
only intended to cover accidental faults of workmanship
in particular coins, and not an intentional arerage (livergence from the standard.
It is hardly to be supposed that a state issuing money
under international
obligations would wish to make a
profit of one or two parts in a thousand in this way. To
secure uniformity, it would be desirable for the a_sayers
and officers of different mints to meet and agree upon a
common standar(l process, and uniform trial plates.
Experience does no_ show that one nation need distrust
the faithfulness of another in matters of coining.
We
do not look upon Spain and l_Iexico as models of financial
integrity, yet so faithfully used the mints of those countries to maintain
the standard of weight and fineness
in the issue of silver dollars, that these coins have for a
hunch'ed years past been received by tale almost without
question in most parts of the world, and were at one time
made current in England.
The possibility of international currency is proved by the fact that, without any
international
treaties, the coins of several nations are
recognized as a legal tender elsewhere.
This is the ease
with English sovereigns, not only in the British colonies
and possessions, but also in :Portugal, Egypt, Brazil, and
probably elsewhere.
The napoleon has circulated freely
in most parts of Em'ope.
The ducat of tIolland has also
been a highly esteemed coin; and of the wide circulation
of several species of dollars I have frequently

spoken.
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Co_flict of Mcm('tary ,_!jstcms.
The chief difficulty in establishing an international
money, arises from the fact that there are several great
nations, the Yreneh, English, Americans, and Germans,
each with its own system of money, which, fl'om motives
worthy and unworthy, it is unwilling to give up. There
is no overpowering advantage which marks out any one
of these systems on its own merits as distinctly the best.
There is accordingly a balance of power which produces a
dead lock. Each of the three first-named nations has
much to say in favour of its own system.
The French
system, founded on _he franc, is an eminently perfect
d_eeimM coinage, and has the prestige of being recognized
as international
money ial Belgium, Switzerland,
and
Italy, besides being adopted with international
currency
as regards gold in Austria, and without i_ as regards
silver in Spain, Greece, and some minor states.
The English may _'ery properly urge that, _hough the
subdivision of the pound is no_ to be recommended, the
pound s_erling is itself an excellent unit of _'alue.
It
is the largest existing monetary unit, and on a gold
basis, so that it seems to be peculiarly suitable for the
growing wealth of nations.
Though reeo_fized only in
a smM1 corner of Europe, namely, Portugal, we must
remember tha*_ Europe is rapidly ceasing to be the exclusive centre of trade and civilization.
In the Australian, Pol3ulesian, and African colonies are growing states
which will make their might felt ere long, and they
adhere to the pound. The world-v, ide extension of British
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commerce and ]3ritish shipping makes
_lown in all the ports of the world.

the

sovereign

On their part, however, the Americans might have
nmeh to say in favom" of the dollar.
I¢ is decimally
divided, and, as we shall see, in the most convenient
manner.
It corresponds
to the coins which have for
two or three centuries been most widely circulated and
treated as units of accomlt, so that there is nmeh weight
of experience in its favour.
But, above all, it is firmly
adopted as the money of a nation, which, as far as human
wisdom can penetrate the future, is destined to be the
most numerous, rich, and powerful in the world.
That
nation, which has arisen fl'om the best stock of England,
has absorbed much of the best blood of other European
nations, and has inherited the richest continent in ihe
world, must have an importance
in coming
which evenAmericans are barely conscious.
L_ler_atio_al ]Io_etary

times

of

A'()r.qolialions.

It is quite impossible that I should in this brief work
give any sufficient sketch of the long series of discussions,
meetings,
congresses,
associations,
negotiations,
and
conventions which resulted in ihe actual establishment
of an international
money among ¢he nations of western
continental Em'ope.
I must refer lhe reader, desirous
of more information, to ¢he excellent pamphlet of the
eminent actuary, 5ft. l_rederiek Hendriks,
which first
made the subject well known hi England.
I% is called
"Decimal Coinage ; a Plan for its immediate Exiension
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in England in connection with the International
Coinage
of France and other Countries," and was privately printed
in 1866.
]_Ir. Seyd's "Treatise
on ]_ullion and the
Foreign ]']xehanges"
may also be consulted, and the
Jour_al des Gconomistes is full of information
Oll the
subject.
Tile International Association for obhdning a Uniform
Decimal System of Measures, Weights, and Coins, was
founded in Paris in 1855, and the English branch
carried on acth'e operations.
In 1858 the United States
made proposMs towards the assimilation of currencies.
In 1860 and 1863 important
international
congresses
were hehl at London and J3erlin, and, at the latter one
especially, important resolutions were adopted which we
shall have _,oconsider.
It was, however, the close contiguity of the countries, I_e]gium, France, Switzerland,
aml Italy, and the fact that French gold, and even silver
coin, could not be prevented from passing the frontiers,
which forced the question forwards, and h.d in December,
1865, to an actual Convention fur Internatiomfl Currency.
The report of the Congress of 1868 concerning
currency is a highly important document.
It points out
the superior convenience
of a gold standard, with a
subsidiary
coinage of silver and bronze;
advocates
uniform fineness of nine parts in ten for all standard
coins; suggests a definition of weights of coins, on the
metric system; and, finally, propounds a scheme by which
the existing monetary units could be brought into simple
relations with each other.
In 1870, a short tim(_ previous

t,) the declaration

of
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war with Germany, France summoned a fl'esh Imperial
Commission, presided over by the 3Iinis%r of Commerce
and the Minister President
of the Council of State
(_I. de Parieu_, to tld_e evidence fl'om all sides on the
various questions connected with the s_andard and its
bearing upon international
coinage. No less than thirtyseven witnesses were examined, and the results of tile
inquiry, printed by the French government in two very
large volumes in 1872, show that the majori[y of the
witnesses and of the Commissioners
were decidedly in
fi_vour of a single gold standard.
Owing to a purely accidental coincidence, the principal monetary units already closely approximate
to
simple multiples of the franc. [['he following _ble shows
the present relative vMues of these units and the multiples
to which it is i)roposed to make them exactly conform.
Present vahlo
in francs,

Franc
......
Florin (Austrian, silver)
Dollar (American, gold)
Pound sterling
• •

1
2"47
5"18
25"22

Proposed
value 111fFallCS.

1
_}
5
9.5

I_ is only requisite to raise the florin 1"21 per cent.,
and to lower the dollar and pound sterling respectively
3"5 and 0"88 per cent., to establish very simple ratios
begween them.
Thus, without any appreciable change
of monetary systems, it would be possible _o reduce
stt_tements from one mode of expression into another;
moreover, the coins migLt tbemseh'es have international
currency,

_he pound

sterling

serving

as a twenty-fi_-e
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franc piece in France, and as a five-dollar
piece in
America, the American
gold dollar reciprocally circulating as an _cn in France, and a four-shilling piece
in England.
The congress abstained from recommending any one
unit for universal adoption, but urged that every nation,
not possessing one of the four units named, should select
theft which pleased them best.
I{ad this scheme been
aeeepted by all nations in an intelligent and liberal
spirit, we should ere now have probably seen our way
clearly to the selec+Aon of the best unit.
Since 1865,
unfortunately, both the German empire and the Scandinavian kingdoms have made alterations not in accordanee v ith these principles.
A great assimilation
of
moneys has taken place, but it is in the direction of
groups of national,
rather than of international
cm'rencies, although, as has been demonstrated
by _Ir.
Hench'iks in several articles in {he Eco_wmist, {he new
coins have many fresh and importan_ points of contact
and of agreement with the metrical and decimal systems,
so that some real progress has actually been accomplished.
Decima'_zatlon of EwIish

Money.

Since Lord Wrottesley in 1824 proposer1 in parliament
to adopt a decimal subdivision of the pound sterling, an
immense amount of discussion has taken place upon
various schemes for a new arrangement
of our money.
The advantages of several plans are so nearly balanced,
9
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and the difficulty of carrying any one into effect is so
great, that no practical
result has yet been achieved
by half a century of debate.
The iwo principal schemes,
which perhaps need alone be noticed
now, are the
t)o_md a_td Mil scheme, and the t¥_u_y and Ten-franc
scheme.
The former of these schemes reposes upon _he fact
that _he farthing is nearly the thousandth
part of the
pound.
Since 960 farthings make a pound, it would only
be necessary to alter the farthing 4 per cent. to obtain
the lowest decimal submultiple,
to be called the _til.
The penny would be five mils, like the French halfpenny or five centimes;
as some have supposed, a new
coin, in value 2"4d., would have to be hLtroduced, as
the hundredth part of the pound ; but this is unnecessary,
and tile florin would be one hml&'ed mils, and tile halfsovereign five hundred mils.
The great advantage of
this method is, that it retains the pound as the principal
nnit, together with several other familiar coins. Against
it has been urged, (1) the supposed fact that it excludes
tile most familiar of all coins, the shilling and sixpence,
and (2) that the rail is somewhat too small a submtfltiple
to begin with.
This is, however, not necessarily _he
ease. The shilling might remain, as coin of circulation,
of the same weight, fineness, and value as at present,
but would be translated,
as coin of account, into fifty
mils instead of forty-eight farthings,
and the sixpence
into twenty-five mils instead of twenty-four
farthings.
This subdivision is not more complex than the one
successfully, and in tile almost parallel forms of fifty and
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%wen%yp,fcnn'ige, centimes, Iire, 5re, etc., pieces, carrie(] out
in the new coinages of Germa.ny, Seandina.vi'_, or of the.
monetary.Mites of France.
As to the rail being too smM1
a submultiple, it seems to be overlooked that it is 2}
times as large as the initial submultiple of the French
system, and 225 times as large as _hat of the new German
system.
The second scheme was suggested 1)y the late Protosser Graham, and by Sir. Itivers Wilson, in their P,eport
upon the Proceedings
of the InternationM
l\Ionetary
Conference of 1867. It is founded upon the fact that the
ten-franc piece is xvithin '_d. of eight shillings, and only
differs 4 per cent. from one hundred pence.
Thu._ ig
would only be requisite to introcluce a go!d piece of ten
franes, temporarily serving as a token for eight shillings,
to obtain a link _'ith the French system.
The subsequent reduction of the penny by 4 per cent., and the
replacement of the shilling by a franc or tenpenny-plece,
would give us a truly decimM system.
A great advantage of this proposal is, that it retains, almost unaltered,
so familiar a coin cos _he penny, and makes it, as it is
for the most part at present, the lowest money of
account.
It is, moreover, in elose accordance with the
French monetary system.
The main difficulty is that
it involves the abandonment of/_he pound, which becomes
two and a half of _:he new unit:; and that, of all our
present coins, only the florin, penny, and halfl)enny ,
,a-ould fall in conveniently.
To convert sums of money
from pounds sterling into the new currency, it would
be requisiie to multipl 3, by the factor ,_,
')_ _vLieh would
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people

as a very

troublesome

When the deeimalization of English money was first
proposed, tile notion of international
money had never
t,een seriously entertained, and hardly indeed conceived.
So much progress has now been made, that it is impossible to consider the one reform without reference to the
other.
The difficulty of making any change whatever is
so great, that it would not be worth while to achieve a
partial reform.
The Fut_tre America_ Doll,.tr.
The most easy and important step which can now be
tM;en towards an international
money, consists in the
assimilation of the American dollar to the five-franc piece.
A great opportunity arises from the fact that the currency
of the United States is now a variable p_per currency.
Considering the enormous fluctuations of value which
have been experienced in the last fen years, it would be
altogether needless scrupulosity to bring it back _o the
old standard, to the last degree of exactness.
Every
change of value of the em'reney, whether it be a fall or
a rise, is so far injurious.
Now the American dollar
consists of 25"8 grains of gold, valued in English money
at 49"316 pence.
When gold is at 111 the paper
dollar will be at a discount of 10 per cent., and will
therefore be worth 44"884 pence, whereas the French
dollar, or five-fl'anc gold piece, weighs
and is worth 47"58 pence.
It would

9,4"89 grains,
be obviously
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desirable, therefore, to make the new metallic dollar
exactly of the same weight as the French one, and to
commence specie payments when the greenback currency
shall have risen to par with this coin. As regards all
contracts made in paper, all current prices and charges,
this change would involve no breach of fMth whatever;
it would in fact imply less change and breach of
contracts than if the paper currency were reduced
sufficiently to come to par with the old dollar.
The reduction of weight of the dollar would indeed
lead to a repudiation of all gold contracts, including all
bonds of the United
Stats,
railway companies, and
other bodies payable in coin, unless provision were made
to alter the terms of such contracts.
This difficulty,
however, could be overcome by simply enacting that
each 108½ of the new dollars shall be received and paid
as equivalent to 100 of the old ones.
There is little doub_ that the adhesion of the
American government to _he proposals of the Congress
of 1868 would give the holding turn to the metric system
of weights, measm'es, and moneys.
It is quite likely
that it might render the dollar the future universal
unit.
The fact that the dollar is ah'eady the monetary unit of many parts of the world, gives it large
odds.
In becoming
assimilated to the French 6cu,
American
gold would be capable
of circulation
in
Europe, or wherever the French napoleon has hitherto
been accepted.
It may seem unpatriotic in an Englishman to advocate a change which may lead to the defeat
of the pound sterling, but I look upon any one scheme
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of unification as be_er filan none.
Wlia_ever may Joe
the uRiinate results, I desire to see assimilation between
the French and American sys%ms adopted as soon as
I;ossible.
For reasons subsequently sta_ed, I consider
file dollar so good a unit that R would be mere national
prujudiee to oppose R, were there a fair chance of its
general adoption.
Even if R were not generally adopted,
it would be a grea_ step in advance if Grea_ Britain,
America, and France were to agree to coin gold money
identical in woigh_ and fineness, which migh_ eireulab
indifferently as sovereigns, five-dollar pieces, and _welityfive-f:'ane pieces.
German 3ffo;_ciary _q%rm,
The new mone_a:'y sysbm of _he German
empire
is introducing
a good money where all was before eonfusion.
In a few years R will hardly be comprehensible
to Germans filat _liey hacl so long endured a stab
of _!le currency in which two, or even three or four,
inconsistent
series of e:_ins were mingled ;vRhou_ any
method.
In many respeefs the new system is all tliat
could be desired.
In place of the antiquated silver
standard, go!d is se!eeted as the measure of va!ue, the
sole prineipM money, and unlilnibd legal tender.
The
_nR of aeeoun_ is the mark, consisting of 6"1465 grains
of go!d of t_,_efineness of 9 par_s in 10. I_s value is,
therefore, about 11]d.
The principal coin _'ill be the
twenty-mark piuee, weighing 122"92 grMns, or 7"96'4954
grams, and eontMning 7"168459 grams of pure gold.
There is also a Wn-mark piece ofexactly half _he weight.
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The subordinate
coinsof silverand nickel-copper
are issuedon the footingof the compositetender,or
English system, being tokens.
The seignorage to be
levied on the German silver coins, will be 11"111 per
cent., exceeding the amounts subtracted from the English
and French silver money, which are about 9 an4 7"78i
percent. respectively.
It cannot be too much regretted

by all friends

of

progress that, in deciding upon the weight of the new
mark piece, the German
government
should have
studiously avoided assimilation to the French system.
The sovereign contains 7"3224 grams of pure gold, the
twenty-five-franc
piece when coined will contain 7"2581,
and the twenty-mark piece has been made to contain
7"1685. The only ground on which this precise weight
could have been justified, is that three marks are
appro_mately
equM to one thaler.
:Du_so various was
the coinage of the German states, tha_ the field was
open to the adoption of any system ; and it is impossible
to suppose that in so great oo reform t_ difference of
1} per cent. would have been an insuperable
obstacle
to the adoption of international
coinage.
Systems of lVract'wnal llIoney.
A unit of value having been chosen, there are three
competing methods according to which it might be
_ubdivided, the b_nary, daodecimal, and decimal. The
first system is carried out most perfectly in our avoirdupois weights, in which sixteen ounces make a pound ;
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but it is also freely employed in our monetary system,
the sovereign being divided into half-sovereigns, crowns,
and half-crowns, the shilling into sixpences and threepenny pieces;
and the penny into halfpence and farthings.
At the same time, the duodecimal method is
represented in our money by the division of the shilling
into twelve pence, of which the third part is still in
circulation
withdrawn.

as the groat, or fourpenny

piece, now being

Each system of subdivision has its own advantages,
and there must always exist a kind of naturM competition between them.
They have thus competed fl'om the
earliest times.
In ancient Italy the duodecimal system
predominated
to the south of the Apennines, while the
decimal d_vison was in use to the northward.
the two methods were confused together.

In Sicily
China has

had a purely decimM system fl'om an unknown epoch in
anti(luity.
In England
duodecimal and binary divisions have existed fl'om very early times.
It will be
readily allowed tha_ the binary system is most simple
and natural,
involving as it does tile least possible
factor above unity.
The duodeeimM system also has
marked advantages,
because it allows of division into
several aliquot parts, involving the factor 2 twice over,
and tile next higher factor 3 once.
Thus the shilling
is divisible exactly into two sixpences, three fourpenees,
fore" _hreepences, and six twopences.
The decimal system is far less simple, and in some
ways less convenient.
Ten admits of only two factors
superior to unity, namely, 2 and 5, and 5 is a more
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complex prime factor than appears in either of the
previous metheds.
]3ut the system has the suprelnc
advantage of exactly falling in _-ith our decim'tl system
of numeration
and e_Iculafion.
Although probalfly not
the best method _hich might have been selected, had
selection been open %o us, dechnal numeration is firmly
iixed among the institutions
of the human race, as an
hereditary
habit, derived from the early practice
of
counting cn the fingers.
We ha.re no choice but to
accept the inevitable, and as all our ariflnnetical
processes arc conducted on the decimal meihod, {here is an
overwhehning
advantage, as education aml the use of
writing advance, in making M1 our weights, measures,
and coins conformable to the same system.
A perfectly and purely decimal system, indeed, would
admit only the decimal multiples and submultiples,
thus :--1000, 100, 10, 1, 0"1, 0"01, 0"001.
But it is so
troublesome to have to count out as many as ten coins,
before coming to the next higher unit, that the rigour
of the decimal divisions has always been relaxed.
In
the French system, the half and the double of each
multiple are allowed _o be represented
by intermediate
coins, the series being 1, 2, 5, 10, 20, 50, 100, 200,
500, eIe.
The American coinage is less simple and
symmetrical, since it admits the half and quarter eagle,
half and quarter dollar, the twenty-five-cent
piece, and
also a three-cent piece.
I am inclined to prefer the
French method, and _o think that tim American min_
has issued too many denominations of coins.

Fi_al Sdeetion of the Umt of I_zter_at_onctl 3Ioney.
I will conclude _his ehapter

by some remarks

on the

-'easons whieh should guide us in selecting the monetary
unit _o be finally established as the basis of a futm'e
universM money.
I a_tribute vm_ little weight to arguments eoneerni1_g
the absolute amount of _he rivM units.
It is said tha_
as _he weMth of nations increases, and the value of
gold at the same time sinks, we need a larger unit.
The F_und is recommended on this ground as clearly
superior to the franc.
If we count in francs our figures
"rill be Cweniy-five times as large as in pounds s[erling.
I_ seems to be forgotten _ha_ the same unit can never
suit _he extremely different sums which we have to
express, so that we mus_ use multiples or submultiples
of the actual unit.
Just as we use inches, feet, yards,
fro'longs, miles, or diameters of the earth's orbit, according to the magnitudes _o be measured, so we vary the
unit with money. If we are discussing a workman's
weekly wages, we count in shillings; if we speak of a
clerk's yearly salary, we speak of pounds ; if _he fortune
of a merchant or banker is in question, we take notice
only of thousands of pounds ; in matters relating to the
revenue of _he kingdom or the national debt, we give
our exclusive attention to millions of pounds.
The
Portuguese unit of aecovmt, called the rei, is worth only
abou_ the nineteenth part of an English penny, and is
probably the smalles_ uni_ in the world.
Praetically,
however, the milreis, or _housand reis, worth 53_d.,
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speak of lacs and crores of rupees. The French estimate
their national debt in milliards of francs.
_No doubt it
is puzzling to Englishmen
to interpret
exactly the
meaning of _ milliard of fl-anes, but, to those accustomed
to count in fl-anes it is no more difficult than a million
of pounds.
Exactly the same considerations
apply to
units of weight ; thus, though the French use so small
an ultimate unit as one gram, or 15"-13 grains, yet
according to the magnitudes of the objects to be weighed,
they use smaller or larger units, centigrams or milligrams on the one side, or decagrams and kiloga'ams on
the other.
The absolute amount then of the ultimate
unit seems to me to be enlirely a matter of indifference
in this point of view.
As regards the subdivision of the unit there are considerations of more importance.
The subdivision ought
of course to be decimal, and it ought to be so contrived
that the lowest submuRiple shah correspond
to the
smallest sum vhich is thought worthy of being recorded
in mercantile transactions.
Now the fl'ane is divided
into I00 centimes, so that the centime has a value ofless
than the tenth of a 1)enny. Though bronze pieces of
one ani[ two centimes were coined to the amount of
about 5 per cent. of the _-hole bronze currency, it is
found that they hardly eh-culate.
Even if they were
used in the smallest retail transactions at baker's shops,
they _-ould not be entered in account books. Thus the
lowest entry which a French accountant makes is five
C
l'
c_:n_,.mes,and
the next lowest ten centimes, corresponding
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to our penny.
A needless complexity is thus introduced
into smM1 accounts.
It is indeed so inconvenient to
have to call the smallest
coin in general use cMq
centimes that it is still common to speak of it as a so_t,
in spite of tile ninety years during which tile decimM
system has existed in France.
The Portuguese
rei is
so small a unit that it is not represented by any coin a_
all. It nevertheless has a place in Portuguese mercantile
accounts,
and thus needlessly adds a figure to all
pecuniary statements.
In England

the smallest

coin in actual

use is the

farthing, but in accounts little notice is taken of farthings
or halil_ennies, so that the penny is the lowest money
of account.
The post-office, in the regulations of the
savings bank business, refuses to recognize any coin less
_llan the penny.
But the penny is inconveniently
related io the pound, the hundredth
part of which is
2qd., and the thousandth part about a farthing.
Thus
the decimal system applied to our pound would oblige
us to record as the lowest money of account an inconveniently small coin, namely, the v_il. In this respect,
indeed, the pound and rail scheme is superior to the
franc and centime system.
Thus 12s. 6d. may be expressed as 625 mils; bu_ in French money (at twentyfive francs to the pound) it would become 15"625.
Taking the ten-franc piece as the principal
unit, i_
would become 1"56 units, or 156 metrical pennies.
In
many eases i[ would require less figures to express a
sum in pennies than in mils or centimes.
The

American

system

is unexceptionable

in this
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respect.
The dollar is divided into one hundred cents,
each of which has the value of about one halfpenny.
Although hMf-cents have been coined, and may be used
in some trifling purchases, they need never be entered
in or(linary accounts.
[['tie cent thus seems to me to
correspond to the sm'dlest sum which need be treated
in accounts, so that money statements
are reduced
to th'e greatest possible simplicity.
The question may
well be asked whether the lowest coin actually recorded
is not truly the unit, of which all other coins are
multiples.
Perhaps the best answer would be to say
that the unit is indifferently the cent, or tlle dollar, or
the eagle.
In English money it matters not whether
we regard the pound, or its twentieth part, or its two
hun&'ed and fortieth part, as the unit.
Tileabsolute
amount of the refit, I repeat, i.q totally a matter of
indifference, and the only point we have to consider
is _diether it, or any decimal part of it, corresponds
to the smallest stun of which we need take account.
In
this respect the dollar is the best existing unit; bu_
it might admit of discussion whether the double dollar,
or ten-fl'anc piece of gold, equal to eight shillings, or one
hundred pence, would not be better.
If the wealth of
nations continues to grow, and the value of gold to fall,
even the cent wilt be too small a coin to appear conveniently in accounts, and the penny will be a better
lowest unit.
In this case the hundred pennies, or the
ten-fl'ane piece, would become the best unit. The choice
thus seems to me to lie between the five-franc and the
ten-fl'ane piece in gold as the ultimate unit of interna-
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tional money.
In favour of the ten-franc piece it may
be added, that it would make a convenient gold coin of
the smallest size which it would be well to issue. The
gold dollar and five-franc piece are toosmall, and suffer
gt-eat abrasion..

CIIAPTER
THE

I_ECIIANIS3I

XV.
OF EXCIIAXGE.

I_AVI._ now sufficiently discussed the subject of InetalHc
money, we pass on to consider the devices _'hich naturally develop themselves in a highly organized commercial nation, for the purpose of economizing the precious
metals, or even avoiding the use of coins altogether.
No sooner have a people fully experienced the usefulness
of a good system of money, than they begin to discover
that they can dispense with it as a medium of exchange,
and retm'n to a method of traffic closely resembling barter.
With barter they begin and with barter they end; but
the second form of barter, as we shall see, is very different
from the first.
Purchases
and sales continue to be
made in terms of gold and silver coin, but equivalent
quantities of goods thus estimated are made to pay for
each other. If ownershil_ in gold or silver intervenes
at all, it is in the shape of v:arrants or rel_resentative
documents with which gokl can be procured, if desired,
but which are seldom used fo procure it.
At the outset_ we found that money performed at least
two, and probably four distinct fm_etions (Chal)ter III.);

1_30

_ox_Y.

and, in a simple state of industry, it is convenient that the
same metallic substance should fulfil all these functions
concurrently.
]3ut it does not follow that this union of
t'unetions is the best possible arnmgement under all conditions. We shall find that gohl or silver always continues
to be the common denomim_tor of value, but that these
metals cease to {_great extent to be the actual medium
of exchange whi(,b is passed about: between l_uyer and
seller. In a later part of the book (Chapter XXV.) I shM1
further show th'_t money may with great advantage be
replaced in its function as a standard of value for long
Feriods of time by a 'd'_b_lar Nta_dard.
t'rogres,_ice D_cel_l)ment qf file 31dh,d,s" qf fJxchaT_ye.
]3eginning with the primitive method of barter, a
series of steps have been made towards a perfect and
world-wide system of intel'ehange of commodities, with
the least possible use of _he precious metals.
We may
elassii_v the devices employed f_r a_oidhig ghe use of
metMtic money under five diff,,rent heads, as follows :-1. Ileplacement of standard money by representative
money.
2. Intervention of book credit.
3. The cheque and clearing system.
4. Use of foreign bills of exchange.
5. International
clearing system°
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Eel)rescT_taticc Mo_ey.
]_Ieta]ilc money, as we have seen, immensely
tates and, so to speak, hfl)ricates _the operation

faciliof ex-

change.
But nations employing gold and silver money
have usually discovered, in tile course of time, tllat tokens
of small mehdlic value, or even pieces of leather and
paper of nominal value, might be passed from hand to
hand as signs of the ownership of coins.
That which
replaces gold, or silver, or copper money, is at first of
a purely representative
character.
]3ut, when a community has become thoroughly habituated to the circulation
of a currency of this character, it is often found possible
to remove the basis of valuable metal, which it is supposed to represent,
and yet to maintain the valueless
bits of leather or paper in circulation as before.
Thus
arises the abnormal phenomenon
known as an htconvertible l)cll)cr _noney. Such a currency is, however, never
accepted beyond the frontiers of the state recognizing it.
Merchants conducting large international
transactions
soon found out that great loss of interest and risk of loss
of the whole money would arise, if they were to trade
with actual specie, ttence they introduced the use, many
centuries since, of bills qf exchange, which are signs or
certificates of debt, passed from hand to hand a hnost like
representative
money, and often accomplishing
ma.ny
acts of exchange by a single transfer o,_.specie.
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There is yet a more potent way of avold_ng the
actual use of a medium of exchange, without encountering any of the inconveniences
of barter.
Those who
frecluently traded with each other, both buying and selling,
found that it was absm'd to pay a sum of money for
what was bought, and then receive it back for _'hat was
sold. It was sufficient to estimate in terms of money
the values of the articles exchanged, and then pay the
difference, if any, in actual cash.
The practice having
grown up of depositing the metallic money not immediately wanted with goldsmiths or bankers, for safe
custocty, it was gradually discovered that an order to
pay money would serve instead of the money; and that,
ff two persons trade with the same banker, they need not
in their mutual transactions
handle the money at all.
A transfer in the books of their common bankers will
effect the payment of any balance of debt. Bankers
can in like manner arrange their mutual accounts, and
in this way there has been gradually developed in this
country and in America a vast system, which I propose
to denominate the Cheque and CleariT_ffSystem, whereby
all the larger internal transactions
of the people are
arranged by a mere settlement of accounts.
In this system London naturally becomes the monetary centre of the United Kingdom ; but there is a further
tendency to make London the banking centre of the
world as regards all large and intmmationM transactions.
I_ is found to be advantageous
to deloosit money in
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London,
or %o obtain credit gnd make bills paya])le %here,
ragher than
elsewhere,
l_y such
_ concentration
of
ba_ildng operaLions,
London tends to become the seat of
a. _t.orId-zt'iJe C1earMg IJozlse.
Such arc the principal
steps in the development
of file mechanism
of
change, and we proceed to consider them in d_t_;.l.

ex-
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11EPRESENTATIVE5IONEYo
ALTr_O_a_ we now distinguish money aeeording as R is
metallic or paper money, because paper has in recent
times been universally
adopted as the material
for
representative
money, yet it is well to remember that
various other substances have been used for the purpose.
We may pass, in fact, by gradual steps from the perfect
s_andard cohls, whose nominal value is coincident Mth
theh- metallic value, to worthless bits of paper, which
are yet allowed to stand for fllousands, or even millions
of pounds sterling.
Token money, which we considered in Chapter YIIL
(p. 67), is hi some degree representative
money, because
it derives its value, not so much from the metal it eontah_s as fl'om the standard coins for which it can be
exchanged.
There is no need that a promise should be
always expressed by ink and paper.
It may be still more
dtu'ably recorded by a die l_pon a 1)iece of metal.
Accordingly, while the monarchs of England down to the
end of Elizabeth's reign refused to debase {heir currency,
as the notion seems to have been, by issuh_g such a
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poor metal as copper, the tradesluen supplied the want
ef pence by issuing tokens.
These pieees were in the
earlier
centuries composed of lead, or latten, a kind
of brass, or sometimes, it is believed, of leather.
During
the last century, again, they were issued in large quantities, chiefly in copper, and often bore an express
statement that they served as promissory notes.
Thus
,_ well-executed piece, issued at Southampton
in 1791,
bears the inscription, "ttMfpenny
Promissory, payable
at the Office of W. Taylor, P_. V. hIoody & Co." A
token struck by the Flint lead works in 1813, states tile
promise in different terms, thus--" One Penny Token,
One Pound Note for 240 Tokens."
The variety of such
promissory
coins issued at one time or other is very
great, and their study forms an important branch of
numismatic science, as will be learnt by looking into such
a work as M;erman's
"London
Tradesmen's
Tokens."
In quite recent years small money was found to be
scarce in New South Wales, and some tradesmen issued
copper or bronze tokens which circulated until the year
1870, when their further use was prohibited.
Tile ancients were well acquainted with the difference
between a standard and a token currency.
The iron
money of the Laee&emonians
was probably standard
legal tender, for it is described as being heavy and
bulky, and yet of small value.
The iron money of the
Byzantines,
on the contrary, was token representative
money.
_'e shall fred in the following section that
pieces of money of the same nature as bank-notes
also employed by severM ancient nations.

were
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Ancient

nations

were unacquainted

with the use of

paper money, simply because they had no paper.
]3ut
it would be a mistake to suppose that, they did not
employ representative
money exactly on the same principles as we use bank-notes.
Some few particulars
on
the subject have long been known, but a recent article
by _f. ]_ernardakis in the Jo_rnal des _coJmmistcs (vol.
xxxiii, pp. 353-370) has added much to our knowledge,
and made it quite clear flint the ancients were more
acute in matters of em'rency than we have given them
credit for.
One of the very earliest mediums of exchange, as we
lmve seen (p. 20), consisted of the skins of animals.
The earliest form of representative
money consisted of
small pieces of le'_ther, usually marked with an official
seal. It is a very reasonable suggestion made by Storch,
Bernardakis, and other writers, that when skins and furs
began to be found an inconveniently
bulky kind of
money, small pieces were clipped off, and handed over
as tokens of possession.
J3y fitting' into the place fl'om
which they were cut they would prove ownership, something in the same way that notched sticks, or tallies,
were for many eentm'ies used to record loans of money
to the English Exchequer.
We know by experience in
the case of paper money, that if a people had become
thoroughly accustomed to the circulation of these small
leather tallies, they would in time forget ttleir representative character,
and continue to circulate them,
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when the government,
or other holders of the skins
themselves, had nmde away with the actual, property.
Such is no doubt tile history of the leather mom, y
which long had currency in I_ussit_.
It is impossible to ascertain what was the character
of the leather money which, according to an obscure
tradition, was in use at Eome before the time of Numa.
There is no doubt tha_ the Carthaginians
had a representative leather currency, for __Esehines the Socratic
tells us that they used small pieces of leather wrapped
round cores of unknown materiM, and then sealed up.
Neighbouring
nations refused to receive these em'ious
pieces of currency, whence we may safely infer that
their ,_,_lue was nominal.
It is ho_'ever in China that the use of paper money
was most fully developed in early times.
More than a
century before the Christian era, an emperor of China
raised funds to prosecute his wars in a way which shows
that the use of leather tokens was familiar to the people.
The tokens ha_-ing been made of the skins of white deer,
tie collected together into a park all deer of this colour
which he could find, and prohibited his subjects from
possessing any animals of the santo kind.
Having thus
obtMned a monopoly of the material, reminding one
of the monopoly of the Bank of England
in watermarked paper, he issued pieces of the white leather as
money at a high rate.
In the middle of the thirteenth
century, Marco Polo
found a paper money in circulation in China, composed
of the inner bark of a tree beaten up and made into
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paper, square pieces of which were signed and sealed with
great formality.
These notes were of various values,
and were legal tender, death being the penalty imposed
upon those who refused to receive them.
Counterfeiters likewise incurred the same penalty.
Another
traveller, who visited China in the fom'_eenth centm'y,
gives a very similar account of the paper money then
eh'culating, and adds that, when worn or torn, it could
be exchanged for new notes without charge.
It is needless to follow out the long and doubtful history of the
subject in later times, many particulars
of which will
be found in the article of M. ]3ernardakis,
or that of
M. Courcel]e-Seneuil
on I)apier _ionnaie in the "Dictionnah'e de l'Economie I'olitique."
It may suffice _o
say that the history resembles that of most inconvertible
cm'rencies.
The quantity of paper afloat increased so
much under the ]Xiongol dhmasty as to cause great evils,
and the _[ing dynasty, continuing the issues, went so far
us to 1)rohibit the use of gold or silver money.
The
value of the paper fell so low, it is said, that one
metMlic cash was worth a thousand paper cash, reminding us of the present state of the paper currency in
San Domingo.
The result was a collapse and reaction
in the fifteenth century.
Among other Asiatic nations, the Tm_ars and the
Persians also understood the use of paper money, and
Sir John _Iaundeville, who travelled in Tartary in the
fom'teenth century, gives the following account of the
advantages
which the Great Chan enioyed in consequence.
" This Emperom" may dispenden als moehe
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as he wile, withouten estymacioun.
For he despendethe
not, ne makethe no money, but of Lether emprented, or
of Papyre.
And of that money, is som of gTetter prys,
and som of lasse prys, afire the dyversitee of his
Statutes.
And whan that _Ioney hathe ronne so longe
that itbeg}umethe to waste, than men beren it to the
Emperoure's
Tresorye;
and than thei taken newe
money for the olde. 3rod that Money gothe thorghe
out alle the contree, and thorghe out aLle his Provynces.
For there and beyonde hem, thei make no ]_Ioney
nouther of Gold nor of Sylver.
And therefore he may
despende _mow, and outrageously."
Not a few great
emperors and kings and even republics ha,e imitated
the Great Chan, and h_ve spent theh" paper money,
"ynow and outrageously."
22easons for the Use of RepreseT_tat_ve 3IoTwy.
It is well to analyse and state exactly the reasons
which may be given for tile introduction
of pieces of
representative
money. Several motives m,_y be detected,
and they have been of different weight in different cases.
The origin of the Em'opean system of bank-notes is to
be found in the deposit banks established in Italy from
four to seven centm'ies ago. In those clays the eh'culating medium consisted of a mixtm'e of coins of many
denominations,
variously clipped or depreciated.
In
receiving
money, the merchant
had to weigh and
estimate the fineness of each coin, and much trouble,
loss of time, an;1 risk of fraud thus arose.
It became,
10
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therefore, the custom in the mercantile republics of Italy
to deposit such money in a bank, where its value was
accm'ately estimated, once for all, and placed to the
credit of the depositor.
The banks of Amsterdam and IIamburg were subsequently established on a similar system, and a full
account of them will be found in Adam Smith's "Wealth
of h_ations, '' ]3ook IV., Chapter III., and in IIewitt's
"Treatise npon ]_[oney" (p. 121). The money placed to
the credit of individuals in these banks was called bankmoney, and commanded an agio or premium corresponding to the average depreciation of the coins,
l_ayments
were made by the merchants
attending at the bank
at a particular hour, and ordering transfers to be made
in the bank books. The money paid was thus always
of full value, and all trouble in counting and valuing
it was avoided.
The regulations
of these banks were,
however, in many respects complicated, and it is difficult
to undersfan(1 their purpose.
Inconvenience

of Metallic Money.

Closely involved with the previous motivefor the use
of representative
money is that of avoiding the trouble
and risk of hand_ling large amounts of the precious
metals.
In order to keep large sums of metallic money
in safety a person must have strongholds and watchmen. The origin of banking in England has never been
sufficiently investigated, but, so far as we -know, it arose
for the purpose of safe custody.
While public and well-
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deposit banks had existed for centuries
in
only trace of such an institution in Enghmd
in the mint in the Tower of London, whither
were accustomed to send their specie for safe

keeping.
Unfortunately,
hi 1640 ICing Charles I. appropriated as a loan £200,000 thus deposited, and the
merchants, no longer trusting the govermnenL and finding it dangerous to keep large sums of money in their
own houses during the troubled times which followed,
resorted to tile practice of depositing their money with
goldsmiths, who probably had vaults and guards suitable
for the purpose.
As acknowledgments
of the possession of sneh sums
of money, the goldsmith gave receipts, and at fn'st these
documents were special promises, like doel_ warrants.
The practice arose of transferrh_g possession by delivery
of these receipts, or "goldsmith's
notes," as they were
called.
Such notes are frequently referred to in Acts
of I_arliament, and even as late as 1746 most of the
London bankers continued to be members of the Goldsmith's Company.
It is plain from the manner in which
these notes were mentioned in some s_atutes that they
had become generM and not speeial promises--mere
engagements
to deliver a sum of money on demand,
withou_ conditiol.-s as to keeping a reserve for _he
pro'pose.

i
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Even the weight of metallic money would be a sufficient reason for the use of representative
documents in
large transactions.
In proportion as the legal tender is
more bulky and inconvenient
to carry about, is this
motive more powerful.
Thus, when the state of Yh'ginia
employed tobacco as the medium of exchange in the
eighteenth
century, the tobacco was placed in stores,
and receipts on paper were ha_ded about.
Paper money
was issued in I{ussia under Catherine II. in 1768, on
the ground that the copper money, then forming the legal
tender, was inconvenient.
So much were these assignats,
or notes, preferred, that they at tirs_ circulated at ,.
premium of _-per cent.
In the present state of commerce, even gold money
would be far too heavy to form a convenient medium for
making large payments.
]_I. Chevalier states that it
would require forty men to carry the gold equal in value
to the P_egent Diamond.
The average daily transactions
in the London Bankers'
Clearing
House amount to
about twenty millions of pounds sterling, which if paid
in gold coin would weigh about 157 tons, and would
requh'e nearly eighty horses for conveyance.
If paid
in silver the weight wotfld be increased to more than 9,500
tons.
For the conveyance and custody of very moderate
sums in coin or bullion, individuals, or even large banks,
resort to the aid of the Bank of England, whose officials
are experienced in the matter, and have all facilities.
I find that a Bank of England

note weighs about 9,0_

;
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grains (1_ grams), whereas a single sovereign weighs
about 128 grains, and the note may represent five, ten,
fifty, a thousand, or ten thousand
such sovereigns with
slight differences in tlle printing.
If we were obliged
to handle a medium of exchange actuall) embodying
value, it would, ere now, have been necessary to employ
precious stones, or some metal much more r'tre and
precious than gold. But. the use of representative
documents is becoming so generM in the most advanced
commercial countries, that the portability of metMlic
money is a question of very minor importance.
Gold
ah'eady acts in England only as change for notes, and
the question will arise whether it will long be needed
even forthat pro'pose.
SavS_y of Interest.
,%further

and very potent

motive for employing

re-

presentative tokens or notes, consists in the saving of
interest and capital, which is effected by substituting a
comparatively valueless material in place of costly gold
and silver.
Whenever a nation is in great straits for
want of revenue, there is a great temptation to treat the
metallic cm'reney as a treasure
to be temporarily
borrowed for the necessities of the state.
The ancient
Greeks understood this as well as the modern English,
Italians,
or Americans.
Dionysius, on this ground,

obliged the Syracusans

to aecept tin tokens in place of
silver coins, worth four times as much in metallic value.
-n the book on Economics, attributed to Al'istotle, we
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are told tllat Timotheus the Athenian persuaded the
solNers and merchants to receive copper money in place
of silver, promising to exchange it for silver coins at
the close of the war. The Clazomenians made a similar
issue of token money avowedly for the sake of the
interest thereby saved.
Being unable to pay twenty
talents due to some mercenary troops, they were under
tile necessity of paying four talents a year as interest.
They fell upon the device of coining iron tokens to the
nominal amoun_ of twenty talents, which they obliged
the citizens to take in place of silver coin.
The silver
thus obtained
was used for tile immediate discharge
of the debt, and there was a spare annum revenue
of four talents, formerly absorbed in the payment of
interest, which now enabled them in a few years to
redeem the token money.
Closely parallel to this is
the ease of the Guernsey
_farket, which was built
without apparen_ cost.
Daniel le Broc, the governor
of the island, determined to build a market in St. Peters,
but not having the necessary funds, issued under the
seal of the island fore" thousand market notes for one
pound each, with which he paid the artificers.
When
the marke_ was finished and the rents came in, the notes
were Ihereby cancelled, and not an ounce of gold was
employed in the matter.
There is, however, no mystery
in this advantage of paper money.
Daniel le t3roc, by issuing his market-notes,
&'ore
an equivalent
amount of gold out of eh'culation, and
thus effected a kind of forced loan ou_ of the metallic
currency

of the island, wiflmut paying

any interest

for
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it. A similar gain of interest accrues upon all paper
notes so tar as fheh" amount exceeds the gold hela in
readiness to pay them.
The private and .joint stock
banks of issue in Englaml in this way enjoy the interest
upon a sum of about six millions ana a half sterling, the
Scotch banks upon two millions and three quarters, and
the Irish banks upon more than six millions.
The issue
of paper representative money is beneficial to all parties,
provided that it be conducted upon a sotmd method of
regalation, a sabject upon which the greatest fllfferences
of opinion exist.
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CHAPTER

XVII.

TIlE _ATUIIE AND ¥AI_IETIES OF PRO_ISSOII¥ I_'OTES.
Before attehapting to come to any conclusion as to the
best mode of regallating the issue of promissory notes,
we must carefully analyse the differences which may
exist between one promise and another.
What seems at
fn'st sight a very slight and subtle distinction, may be
found to lead to important
results.
He who issues a
representative
or promissory document, engaging to give
a certain quantity of a defined commodity in retm'n
for the document when presented, may really make any
one of three distinct engagements.
1. He may promise
to keep a certain identical
article in his possession until it is called for.
2. He may engage to have in his possession a
certain amount of commodity ready to meet the promissory notes, without distinguishing
between portion
and portion of a similar substance.
3. The undertaking
may be merely to the effect
that the required commodity shall be forthcoming when
the note is presented, no covenant being made as to the
ciua_tity to be held in stock for the pro'pose.
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SI)ee_c Z)e2)osit lVarra_zt,
The most satisfactory -kind of promissory doeument
is the fit'st, which is represented by bills of lading, pawntickets, dock-warrants,
or certificates which establish
ownership to a definite object.
A bill of lading entitles
the legal holder of it to certain eases or packages of
goods, described by marks, numbers,
dimensions,
or
otherwise.
The ship-master
signing such a bill is
obliged to retain the identical cases committed to his
care, until he delivers them up in return for the bill of
lading at the close of his voyage.
Dock-warrants
are
of the same character, being receipts fer packages of
goods deposited in the London or other dock warehouses.
The holder of a dock-warrant has aprimafacie
claim to the pipes of wine, bales of wool, hogsheads of
sugar, or other packages named thereon.
Transfer of
the warrant by endorsement or otherwise, as required by
law and custom, is accounted a transfer of the ownership of the goods.
The important
point concerning
such promissory notes is, that 'they cannot possibly be
issued in excess of the goods actually deposited, unless
by distinct traud.
The issuer ought to act purely as a
warehouse-keeper,
and as possession may be claimed
at any time, he can never legally allow any object
deposited to go out of his safe keeping until it is
delivered back in exchange for the promissor}" note.
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We pass to the case in which the issuer of _ promissory document
engages
to keep on hand goods
exactly equivalent in quantity and quality {o what are
specified thereon, without {a'ldng note of individual
parcels.
In many eases commodities are so homogeneous that there seems to be no need to distinguish
parcel from pared, or to restore {he identical portion
deposited.
Thus the keeper of a pig-iron
store in
Glasgow receives large quantities of pig iron, of several
brands, and issues corresponding warrants representing
ownership therdn.
As no difference, however, is known
to exist between different portions of iron of the same
brand, it was the practice in former years not to allot
one heap of pigs to each warrant, but simply to retain a
stock of each brand equal in weigh_ _o the aggregate
amount due on outstanding warrants,
kfore recently a
better system has been introduced, and each specific lot
of iron has been marked and set aside to meet some
particular warrant.
The difference seems _o be slight,
but it is really very important,
as opening the way {o a
lax fulfilment of tim contract.
_Iisunderstandings
oecasionMly arise upon this point in other trades.
For instance, a cotton merchant in Liverpool, a few years since,
obtained a loan of money upon file security of cotton
in his possession, and a com't of law was subsequently
called upon to decide whether he had mortgaged certain
individual bales of cotton, and undertaken
_o retain
them until the loan _-as repaid, or whether he had
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merelyengagedto have in his hands an equalquantity
ofcottonof the same quality.I have heard%hatcarrying and warehousingcompanies are sometimescareless
about distinction
of parceland parcel. If they are
continually
conveyingorholdingportions
of exactlythe
same goods,flourfrom %he same miller,
coalfrom %he
same seam,theywillsometimesdeliverouttherequh'ed
quantityof %he same sortof goods,irrespective
of its
being %he identical portion delivered to them for conveyance or safe custody.
JOiffcrence between a S2cc_al aT_c_a Ge,zeral Promise.
The great importance of the distinctions pointed out
in _he last section will be easily apparent,
lie who
has made _ special

promise

to give definite

parcels of

goods in return for particular individual papers, cannot
issue any such promissory papers without holding corresponding goods. If he does so, he _ill be continually
liable to be convicted of fraud or default by the presentation of _ particular
document.
If the promises
made by him, however, are only general ones, any
promissory
document can he met by any portion of
commodity of the proper quality, and it will be necessary to present most or all of the documents in order
to disclose default.
The _'ay is thus opened for the
speculative issue of promissory notes.
The receiver of
deposits, finding that a large portion of the deposited
commodity always remains on hand, may proceed to
use it in trade, only keeping so much as may meet
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current demands.
So long as he does fulfil promises
no harm seems to be done; but experience proves that
there will always be a certain proportion
of persons
who, in such ch.cumstanees,
will not act so discreetly
as to be in a position to redeem all their engagements.
Moreover, it now becomes possible to create a fictitious supply of a commodity, that is, to make people
believe that a supply exlst_ which does not exist.
The
possessor of a promissory note or warrant regards the
document as equivalent to the commodity named thereon.
It is only necessary then to print off, fill up, and sign
an additional number of such notes in order to have a
corresponding
supply of commodity to sell. It is true
that the issue of promises involves their fulfilment at
a future day; but the future is unknown, and the
issuer may believe that before the fulfilment is likely
to be demanded the price of the commodity will have
fallen.
Thus, if pig-iron warrants
could be issued in
unlimited quantities (h'respective of the stocks actually
in the stores at Glasgow), an unscrupulous
band of
speculators might perhaps make large profits by selling
great quantities of h'on for future delivery.
After suddenly and excessively depressing the price of pig-h'on
they might succeed in gradually buying up enough at
lower prices to meet the warrants when presented.
This
"ldnd of "bear"
operations has certainly been successful
in other markets.
About ten years ago it became the practice to rig
the market as regards the shares of particular joint-stock
banking companies.
A party would be formed, perhaps
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owning none of the shares of the selected company, and
they would proceed to sell considerable
quantities of
the shares, hoping so to damage the reputation of the
company and lower the vMue of the stock as to be
able to buy up enough before delivery would be required.
This noxious _nd of speculation
was checked by an
Act of l_arliament (30 ¥ictori_, c. 29, 1867), which now
requires the seller of bank shares to specify the numbers
or the registered proprietors
of the shares which be is
selling for future delivery.
It might be m'ged, indeed, that there is a natm'M
right belonging to all persons to make promises, if they
can thereby benefit themselves.
Any one can accept a
bill, thereby promising to deliver money at a future day.
It is quite common to make contracts involving the
delivery of government
stock, or of cotton or corn
expected to arrive by sea, before delivery becomes due.
But we must remember that M1 laws and all social
relations are devised to secure the greatest good of the
the greatest number.
If a right to make M1 promises
be rec%mized by law, it must be because the right is
bencficiM to society, and it is the recog_aition by law
which makes it a right.
If, on the contrary, it be
foImd by experience that freedom of making and selling
promises in a particular way gives scope to illegitimate
speculation, or otherwise injures society more than it
produces benefit, the l_w ought eertMn]y to restrict this
freedom and reg_flate the matter for the good of the
community.
The whole matter,
in short, is one of
expediency.
It used to be held as a general rule of law,
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that any present grant or assignment of goods not in
existence is without operation.
Though the rule seems
to be generally disregarded, there are many cases in
which it might be advantageously enforced.
Pecuniary Promissory

Notes.

Applying these considerations to the special matter of
money, we find that pecuniary
promises are nearly
always of a general kind.
He who undertakes to pay
a sum of money on a future clay, rarely specifies the
individual coins _,hich will be paid.
In fact the Coinage
Act, in defining legal tender, makes any sovereigns,
shillings, and pence, duly coined and of proper weight,
a discharge for a corresponding
sum named in a contract.
It is true that just as pipes of wine are warehoused in the London docks, eases of gold and silver
bullion or, it may be, of foreign or English coin, are
_varehoused in the vaults of the Bank of England.
In fact, imports of gold and silver, at whatever port in
the kingdom they may arrive, are almost always sent up
for delivery at the bullion office of the bank, which acts
precisely as if it were a dock warehouse, and delivers
the packages on production of the bills of lading.
These
bills of lacling are specific promises, and may yet be
passed by endorsement
fl'om one person to another.
Such consignments
of bullion, however, do not enter
into the banking accounts.
A Bank of England
note is neither
more nor
less binding upon the bank authorities than a bill
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of lading, but it does not specify the bag or box of
money %o be employed in paying it. Almost all other
pecuniary
engagements
are in the same way general
engagements.
I_o banker could make any profit if he
were obliged to put away the sovereigns deposited by a
customer until that customer presented a cheque for
them, nor would there usually be sufficient motive for
desh'ing such a special pledge.
The idea never enters
into our heads
in mercantile
matters.
Disputes,
however, have occasionMly arisen
upon this point.
Some peol_le have a peculiar
fancy for collecting
pal¢icular
coins, and an old lady, having formed t_
hoard of fourpenny pieces, died after bequeathing
them
to a relative.
Although wishing to keep them out of
respect to the old lady, this relative _'as in want of
ready cash, and desfl'ed to realize their value;
he
thought to achieve both objects by pledging them with
a pawnbroker.
The broker readily received them, but
after a time thoughtlessly
used the groats as change.
When the pawn-ticket v'as presented he considered that
the tender of the equivalent
sum in sovereigns and
shillings was a sufficient discharge.
Here, however, the
pledge should have been held as a special one.
Now, if pecuniary promises were always of a sFecial
character there could be no possible harm hi allowing
perfect h'eedom in the issue of promissory notes.
The
issuer would merely constitute himself a warehousekeeper, and would be bound to hold each special lot of
coin ready to pay each corresponding
note. But this is
not the case, and much harm may arise h'om the exces-

sive issue of promises to pay gold on demand.
The gold
ma_-ket may be rigged as well as fhe iron or any other
special market. One difference is that the gold market is
the most extensive of all markets, so that a great many
individuals or companies, each acting under the separate
impulse of self-interest_ must over-issue notes in order
to produce any appreciable effect. A fm-ther difference
is that gold, being itself the meazm'e of value, the rise or
fall in its price cannot be apparent except in the average
fall or rise in the price of many commodities.
This
subject must be pursued in Chal)ter XXIV.
Prine_l)les of the Cireuhltlon of _e2resentative

Monej.

In the last two sections of Chapter YIII. (pp. 80-85),
we found that by analyzing the motives of individuals in
receiving, holding, or paying _way metallic money, we
could _ri'ive at certain laws of circulation, which were
amply confn'med by experience.
It was also pointed out
that the same l_ws might be extended _nutatis _nutandis,
to the mixed circulation of metallic and paper money.
Habit is almost as powerful in supporting the use of
representative money as of real metallic coins. Persons
who have long been accustomed to pay away certain
pieces of paper _,ithout loss, will continue to regard them
as good cm'rency until some rude shock is given to their
confidence.
This may go so far that _ dh'ty bit of paper,
containing a promise to pay ,_ sovereign, will be actually
preferred _o the beautiful gold coin which it promises.
The currency of Scotland is a standing proof of this
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assm%ion, and the same may be said of Norway, where,
until 1874, no gold at all was in circulation, and notes
for one, five, or ten dollars formed the principal part
of the cm-rency.
There is one all-important
point in which representative differs from metallic money ; it will not circulate
beyond the boundaries
of the district or country where
it is legally Cm'l'ent or habitually employed.
No doubt
]lank of England notes are fi'equent]y carried abroad
by travellers, and are in most places readily
exchanged
for the money of the locality; but they never circulate,
and are treated as bills upon Lonclon, forming a convenient mode of remittance.
They do not satisfy a debt
from this to another country, but rather create it, an
English bank-note, in the hands of a Paris banker,
representing
a claim which he has upon the ]lank of
England.
The on]y money which can really be exported
in payment of debts due to foreign merchants is standard
metallic money.
Hence paper money has exactly the
same capacity for driving out standard money that light
or depreciated coins possess.
In the case of inconvertible
notes this has always
been most obvious.
As the quantity of such notes
issued progu'essively increases, as almost always happens, coin must be exported, otherwise the currency
would become excessi_'e.
But when most of the coin
is gone, need of it begins _o be felt for making foreign
payments, and then the value of the paper falls below
that of the coin which it is supposed to correspond to.
Many persons begin to hoard the coins for the sake
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of anticipa%d
profit, and nothing but paper is soon _o
be found in circulation.
This effect of paper in &'ivfi_g
coin out of use has been manifested
over and over
again, as in the time of the assignats of _he French
Bevolution, _he suspension of specie payments
a_ _he
Bank of England between 1797 and 1819, and _he late
American war.
One of the most recent and striking
instances is to be found in I_aly, where large quanti_ies
of beautiful gold and silver coins had been s_ruck in _he
years 1862 to 186_, but all disappeared very rapidly
from eh'culation as soon as the co_trs fvrc_ of pal)er
mone 5"was 1,roelaimcd.

CIIAPTER
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_VE may now proceed with advantage to consider the
various methods on which the issue of paper money
may be conducted.
This question is perhaps the most
vexed and debatable one in the whole sphere of political
economy ; but, by carefully adhering to the analysis of
facts, we may perhaps get a view of the subject free
from the great perplexities
in which it is commonly
involved.
Tlle elementary principles of the subject are
not of a complex eharae[er ; and if we hold tenaciously
to those principles, we may perhaps be saved from that
dangerous
ldnd of intellectual
vertigo which often
attacks writers on the currency.
The state may either take the issue of representative
money into its own hands, as it takes the eoining of
money, or it may allow private individuals, or semipublic companies and corporations,
to nndertake
the
work nnder more or less strict legislative control.
We
will afterwards briefly consider the relative advantages
of government and private issues, but hi either ease we
may lay down the following series of methods according

i
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to which the amount of issue may be regulated,
performance of the promises guaranteed.

and the

1. The Simple Dcj_osit Method.
The issuer of promissory notes may be obliged to keep a stock of coin
and bullion constantly on hand, equal in amount to the
ag_egate of the uncancelled notes, each of which, being
instantly paid on presentation,
will produce a con'esponding decrease of the reserve.
2. _I'hc Partial Dc2osit M-ethod. Instead of being
obliged to keep the whole of the precious metals
deposited in his vaults, the issuer may be Mlowed to
invest a fixed amount in government funds, or other
safe profitable seem'ities.
3. The Minim_lm I_escrvc Method.
The issuer may
be bound to have on hand under all eh'cumstanees a
fixed minimum amount of coin and bullion.
4. The -Proportional Ilcscr_'e Method.

The reserve

may be made to vary with the amount of outstanding
notes, being, say, at least one-third or one-fom'th of fl_e
total.
g. The M,
given to issue
fixed amount,
any breach of

ximum Issue Method. Permission may bo
notes not exceeding in the aggregate a
prohibitory penalties being imposed upon
this restriction.

6. The ;Elastic Limit 2ffetJmd. A limit may be
assigmed to the aggregate amount of notes, as in the
last method, but the penalties on the excessive issue
may be intentionally
made so light, that the issuer
will tinder some circumstances prefer to pay the penalty
rather than restrict his issues.
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7. Tl_e I)ocume_tar?] Reserre Mctlwd.
The reserve
of proper_y which the issuer is required to keep may
consist not of gold or silver coin or bullion, but of
government fmlds, bonds, shares, or other documentary
securities.
8. TI_e Real Propertp Rosette Method. Instead of
merely documentary property, the issuer may be allowed
to treat various property, such as land, houses, ships,
railway shares, etc., as his reserve of wealth to meet
engagements.
9. Tl_e Foreign Ezcha_gcs Method.
Some important
bank may be allowed to issue convertible
notes on
the understanding that it will not increase the amount in
eh'eulation so long as the foreign exchanges are against
the country, and render the export of specie profitable.
10. The J_rce Issue Mcthod. The business of issuing
promissory notes may be left open to the free competition of all individuals, free from any restrictions or conditions, except such laws as apply to all commercial
contracts and promises.
11. The Gold Par Method.
Paper money may be
issued, bearing the appearance of promissory notes, but
inconvertible
into coin.
The issue being restricted as
long as any premium on gold is apparent,
the paper
money may be thus maintained
eclual in value to the
coin which it nominally represents.
12. The Revenue t)ayme_ts M,:tl_od. Incom'ertible
paper money may be freely issued, but an attempt may
be made to keep up its value by receiving it in place
of coin in the payment of taxes.

-}
_

:

2")0

MONEY,

13. T/be Deferred Convert,ibility _]fethod. Notes may
be issued promising to pay metallic money at some
future day, either definitely fixed or dependent upon
political or other eontfllgent e_,ents.
14. The _Pa2er 3loney Method.
Lastly, those who
coin apparent promissory notes may be entirely absolved
fi'om _hc performance
of theh" promises, so that the
notes eh'culate by force of hM)it, by the command of
the sovereign, or in consequence of the absence of any
other medium of exchange.
Mthough I have, in the above statement, enumerated
no less than fore'teen distinct methods of managing
the issue of paper currency, it is by no means certain
that other methods have not been employed
from
time to time.
There may be, in fact, an almost unlimited number of devices for securing the performanee of promises, or for rendering
the performance
unnecessary.
_Ioreover, these methods may be combined together in almost unlimited variety.
The reserve
may be required to be partially in the form of specie,
and partially in documentary
securities, or real property.
A banker may be Mlowed to issue a certain fixed
amount of notes without any condition as to reserves,
and to issue fm'ther notes on the Deposit _Iethod.
It would obviously require a very large volume to
enter at all in an adequate manner upon a description of
these methods, theft" relative advantages or defects, and
the ways in which they have been combined and carried
into effect at different times and places.
I must there-
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fore confine myself in this small book to a veKy concise
discussion of this most extensive subject.
1. SimTlc Del_os_t.
This method is pel.fectly represented by the ancient
deposit bunks in the Italian commercial
republics, by
the banks of Amsterdam and Hamburg, or by the London
goldsmiths, so long as they only acted as safe keepers
of the specie committed to theh" care.
Notes issued on
this system have _ purely representative
character, like
dock _varrants oz"pawn tickets, as I have already fully
explained.
The performance
of promises is rendered
certain so far as legislation can provide for it. The
amount of such a cun'ency will vary exactly like that of
a metallic cm-rency, and there can be no fear of paper
replacing specie, and &'iving it out of the country,
because the specie must be in the vaults of the issuing
bank before the notes are issued.
At the same time the advantages of the method are
comparatively
slight, because the use of paper representatives
merely saves the abrasion of coin, and
the trouble and risk of carrying it about and counting
it. The community loses the interest of the whole sum
held in pledge, and this forms by far the largest part
of the cost of the currency, as we have seen (I). 164). The
coin, too, may be safer in the hands of the people.
When lying apparently useless within the reach of an
arbitrary
government,
it often proves an irresistible
temptation.
Charles I. seized the money in the Tower.
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When the French invaded J_toll,_nd in 1795, a large part
of the specie supposed to be deposited in the vaults of
the bank of Amsterd_m
was not forthcoming, having
been secretly lent to the Dutch East India Company,
and the city authorities.
The _ussian
government
diligently collected a bank reserve in the citadel'of St.
Petersburg, which was under the cognizance of members
of the Exchange, until the troubles of 1848 forced the
emperor to assume the control himself.
In inunmerable instances governments,
including the English
government in 1797, have made use of bank deposits,
under the form of suspending specie payments.
2. Partial
The Bank of England,

Deposit.
under

the Dank Charter Act

of 1844, perfectly represents
this method.
For each
additional
five-pound
note _.hich is put forth out
of the issue department,
gold to the weight of 616"37
grains must be deposited in that department.
The
whole amount of gold, however, retained in the vaults
is less by £15,000,000 than the outstanding notes, this
constant difference being covered by documentary
securities, and by a sum of about eleven millions which the
bank lends to the government without interest.
Under
this arrangement
we secure all the advantages of the
simple deposit system, while the community gains the
interest amounting
to about £445,000, of _'hich the
government receives £188,000 per annum.
The character of the contract between the government
and
the bank is of too intricate
a nature to be readily
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fathomed or described, but it substanlial]y amounts to
the govermnen_ borrowing the larger part of the iifteen
millions of deposits, and allowing the bank to use the
rest to cover the cost of printing and managing the not(,
ch'culation.
I shall treat of this system again in Chaph.r
XXIV. The Partial Deposit method is the basis of the
new law concerning the issue of notes in the German
empire, in combination with _he Elastic Limit method,
which I)ossibly constitutes an improvemenL
3. MinSnum

7h'scrrc.

One mode of guaranteeing
the payment
of notes,
which might be suggested, would consist in obliging
the issuers to keep on hand a stock of specie, which
is never to be allowed to fall below a certain fixed
amount.
This would be like recommending
a man
_o avoid impecuniosity
by always keeping a shilling
in his pocket.
The fact that the mininmm amount
must be kept in the vaults renders i_ unavai]M)le for
meeting demands when they come.
There can be no
use in such a reserve unless there be a power exercised
by _he legislature
or executive governmenL
of arbitrarily suspendhag the operation of the law when there
is a run upon the banks.
4. Pro2ortional

R,:serce.

The issuer of promises to pay money on demand
may be required fo keep a reserve of coin never less
than, say, one-fore'ill of the whole outstanding no_es.
11
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This is analogous to the method on which the National
Bank currency of the United States was lately regulated,
and it is, perhaps, better to enforce the keeping of
certain amount of reserve than to leave the matter
entirely to the discretion and good faith of the individual issuers.
As the banker sees his reserve running
down nearly to the legal limit, he will be compelled to
use additional caution, in order to a_'oid a breach of
the law. But if the untoward state of trade and credit
causes any large portion of the outstanding
notes to
be presented, the legal tender reserve will be diminished
in a greater proportion than the amount of notes, which
is larger in absolute quantity.
If there be 100,000
dollars of outstanding notes, and 40,000 dollars reserve,
then it is obvious that the presentation of g0,000 dollars
of notes will reduce these numbers
respectively
to
80,000 dollars of outstanding notes, and o.0,000 dollars
of reserve ; and if the law required the reserve to be onefourth part of the liabilities, no more notes could be paid.
Thus, from the moment that the banker allows his reserve
to touch the legal ininiinmn, it becomes unavailable to
him, except by a breach of law, and it may be said tha_
the law is of little use except when broken.
This
system, in fact, reduces itself, when it comes into operation at all, to the },Iinimum Reserve method last described.
The banker cannot touch his reserve just when he most
wants it, and the deadlock thus occasioned was acutely
felt in the United States during the panic of 1873.
This method of regulation has, moreover, little or no
effect in removing the moti_'es for an extension of the
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circulation.The greaterpart of the va]ue of every
additional note kept in circulation
is a gratuitous
addition to the loanable capital of the bank, and bears
interest as long as it can be kept afloat.
5. Maximum

Issue.

To allow a bank or banks to issue in the ag_-egate a certain fixed amount of promissory notes, and
no more, appears
to me quite consistent
with _he
principles of political economy.
It saves interest upon
a certain portion of the circulating medium, and supplies a convenient and economical currency.
At the
same time, the notes issued cannot oh-ire gold out of
the country beyond a fixed amount.
It is strongly urged
by l_[r. R. Inglis Pal_ave
and others, that the limitation
is arbitrary, and that the people want more money; but
it is always open to them to use metallic money instead.
The limitation imposed is not upon money itself, but
upon _he representative
part, and though we _hereby
forego the increased saving of interest upon enlarged
issues, this loss may be balanced by _he freedom fl'om
any risk of producing a fictitious abundance
of gold.
This system is sufficiently illustrated
in the 170 banks
of England which are still allowed to issue notes.
Sir
_obert lPeel provided, in the Act of 1844, that they might
continue to issue, without any condition as to reserve,
the s_me quantity of notes as they had issued on the
average of twelve weeks preceding a day named.
If any
bank exceeded the amount thus determined it was _o
be fined a sum of money e(tual to file average excess of

the month ; and sworn returns

of their circulations

were

requh_ed from all issuing banks.
6. Elastic Limit.
The above is the best name which I can find for a
new method of regulation which has just been adopted
in the Bank Act of the German empire.
So fax as
regards the issue of bank-notes the banking organization of Germany
will substantially
resemble that of
England.
The new Imperial
Bank, and such of the
state or other banks which conform to the requiremerits of the law, wilt have the right of issuing notes
not backed by gold to the aggregate sum of 385 millions
of marks.
They may apparently issue any further
quantity of notes in exchange for a deposit of gold to an
equal value.
So far the method is precisely that of the
partial deposit already describecl (p. 222). Observing,
however, that the English B_nk Charter Act has on
several
occasions been violated to prevent _ panic,
the German legislatm'e has provided that more banknotes may be issued, provided that a tax of 5 per cent.
be paid thereon.
It is intended in this way to make it
unprofitable for any bank to exceed the normal limits.
It seems likely that this provision will work well, and
form an improvement
on our method.
The English
government, indeed, has always deprived the Bank of
England of the interest on any excess of notes which
it issuect during a suspension of the Bank Act, but the
German law makes the limit of issue elastic in all cases,
so as to avoid the danger of panic.
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7. Doczu_e_tary I_eserve.
It might seem enough in order to ensure the convertibility of notes, that the bankers issuing them
should prove their possession of abundant
funds, in
the form of government stocks, bonds, exchequer bills,
rentes, or even good mercantile bills, sufficient to establish the perfect solvency of the firm. If a considerable
margin be left, it may seem impossible that the notes
should not ultimately be p,'dd. To argue in this way,
however, is to forget th,_t bank-notes are promises to pay
gold or legal tender metallic money o7_dcma_d, and that to
pay the notes ultimately is not to pay them on demand.
With such _ reserve, payment can only be made in any
large quantity by selling the stocks and bonds for metallic
money; but it is just when there is a scarcity of gold
and silver, that notes _re presented for payment.
No
doubt good government funds and good bills can always
be sold at some price, so that a banking firm with
strong reserve of this kind might always maintain their
solvency.
But the remedy might be worse for the
community than the disease, and the forced sale of the
reserve might create such a disturbance
in the money
market as would do more harm than the suspension of
paymen_ of the notes.
I'ayment
of notes on demand
implies the possession of adequate gold and silver, and
if there be not sufficient bullion and coin in the country,
no paper documents, o1"promises to pay at _ futm'e day,
can take theh" place.
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8. Real Pro2erty Reserve.

_any currency theorists have held, that in securing
the repayment
of notes we need not restrict
ore'selves to a single commodity gohl, but may mortgage
for the purpose, land, houses, or any kind of fixed
real property.
The celebrated
scheme of John Law was
of this nature.
In his remarkable
tract on "Money
and Trade Considered, x_'ith a 2roposal for Supplying
the Nation with Money," published
in 1705, he suggests that commissioners should be appointed to "coin"
notes "to be received in payments where offered," that
is, I presume, as legal tender.
He sets forth three
alternative modes of issuing these notes on land seem'try,
the first and simplest being to lend them to landowners
at the ordinary interest, to the extent of one-hMf or twothirds of the value.
He endeavours to provide against
depreciation of the notes by taking care that the prices
are always estimated in silver money.
The assignats of the French Bevolutionary Government represented land assigned, namely, portions of the
confiscated estates of the Church.
They were to be
received back and cancelled as the lands were bought by
the public; but, as the price of the land was not fixed, no
proportion was established between land and paper, and
no amount of land could prevent the assignats fl'om
falling as they did to one two-hundredth
part of their
original value.
In the subsequent issue of Mandats, an
attempt was made to fix the price of land in mandats,
bu_ this scheme also failed.
The inconvertible
land
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mortgage notes, issued by Frederick the Great to recruit
his treasm'y exhausted by wars, were of somewhat the
same nature, but bore interest.
Land is doubtless one of the best kinds of security
for the ultimate repayment of a debt, and is therefore
_ery suitable when money is lent for a long time.
]3ut
representative
bank-notes
purport to be equivalen_ to
gold payable on demand, and nothing is less readily
eonvertible into gold on an emergency than laml.
In
this respect a reserve of real property is worse than a
reserve of exehectuer bills or consols.
This method of providing paper money has generally
been advocated
on the ground that the quantity
of
money in eh'eulation might thus be greatly increased,
and the wealth of the nation augmented.
It could
readily be shown, however, that an increase of the
money in circulation will lead to a reduction in its value.
In any given state of industry only a certain quantity
of circulating
medium is needed, and were fhe notes
really convertible into definite quantities
of land or
any other substantial
eommodity, the excess of notes
would ultimately be presented for payment.
To suppose that the currency eotfld be made equal in aggregate
value to any large part of the lands of the eountry is
evidently absurd.
9. IleguIatlon

by the Forcij_

Exchawes.

A theory was very much in favour among bank
dh'eetors at the beginning of this century that a paper
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cm'reney could be regulated
merely by v_a%ching %he
rates of the foreign exchanges, and restricting the issue
when the lowness of the rates and the export of specie
showed a depreciation of the paper.
This was one of
the methods proposed in opposition to tile celebrated
Bullion _eport, and a summary of the interminable
discussions on the subject will be found in Mr. Macleod's
Treatise on Banking, Yol. II. Chapter IX.
_egulation
by the foreign exchanges is much better
than no regulation
at all, but if perfectly carried out
it would give exactly the same results as the deposit
method, and is only a loose and indirect way of reaching the same end.
10. T'rec Issue S_stcm.
There is a school of economists, both in this country
•rod America, wl_o uphold the expediency of allowing all
persons to issue as many promissory notes payable on
demand as they can get other persons to accept.
They
call this system the Free Banking system, but incorrectly,
because it is no necessary function of a banker to issue
promissory notes, and a _'eat many banks exist in
England without any power of issue.
This subject will
be further discussed in a subsequent chapter, and I will
only add here _ltat under the system of um'estricted
issue, a banker is bound by law to pay a note issued by
him, but is left enth'ely at his own discretion to keep
such balance of specie for the pro'pose as he may _hink
proper.
AS a general rule, no doubt, notes thus issued
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will be paid ; but, having regard to the great fluctuations of commerce, which are becoming more, rather
than less marked, there will occur periods when a pressure for payment of notes will be made. Experience
abundantly shows that a certMn number of individuals
will calculate too confidently on theh- good fortune, and
fail to carry out their promises and intentions when
the critical time arives.
11. The Gold I_ar Method.
Assuming an inconvertible
paper currency to be
issued, and to be entirely in the hands of government,
many of the evils of such a system might be avoided if the
issue were limited or reduced the moment that the price
of gold in paper rose above par.
As long as the notes
and the gold coins which they pretend to represent circulate on a footing of equality, they are as good as if convertiblc.
Since the begim_ing of the France-Prussian
war, the Bank of France appears to have acted successfully on this principle, and the inconvertible notes were
never depreciated more than about } or 1 per cent. in
spite of the vast political and financial troubles of France.
But this is one of the very few cases in which inconvertible paper em'rency has not been seriously depreciated.
During the restriction
of specie payments in England,
gold was bought and sold at a premium varying up to 25
per cent., yet Fox, Yansittart, and other leading men of
the time, declared it to be absm-d to suppose that paper
was depreciated.
So unaccountable are the prejudices of
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men on the subject of cum'ency that it is not well _o
leave anything to discretionary management.
12. Convertibility by I_evenue Payments.
In many instances governments have h%d to maintain
the value of a paper cixculation by engaging to receive it
as taxes, o1"even rendering its use fro"this purpose obligatory.
The £mssian government when issuing assignais
received them at a fixed rate in place of copper coin, and
required that at least one-twentieth
part of every payment was to be thus paid.
The French asslgnats of the
llevolution were also received at the public treasuries.
This would be a fair method of sec_u'ing stability of
_alue on two conditions :--(1) thai the taxes or charges
were themselves levied according to a fixed %ariff; and
(2) that the quantity of notes issued was kept within
such moderate limits that any one wishing to realize the
metallic value of the notes could find some one wanting
to pay taxes, and therefore willing to give coin for notes.
It is very unlikely, however, that these conditions could
ever be fully and conveniently realized in practice.
The United States greenback cm'rency was made
receivable for all United States stamps, and was also
to be received in payment of all taxes and dues in sums
of certain assigned amounts, excepting Customs dues.
But the fact that some notes are thus withdrawn will
not prevent depreciation, if they be soon paid out again
with additions required to meet the pressing expenditm'e
of a government.
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In a small way postage s_amps are becoming used as
cm:reney in several cmmtries.
They were extensively
used in the earlier rears of the American war as the
well-known fractional
currency.
They arc now a recognized medium of payment in England,
being repurchased by most postmasters at a discount of 2_- per cent.
if presented in a piece of two or more undivided stamps.
Independently,
however, of repurchase,
stamps are so
continually being cancelled by use in postage, that their
value can hardly be lowered by excess of quantity.
The),
form a convenient and eostless form of remittance for very
small sums, say fl'om a halfpenny to five shillings, an(i
little or no objection can be made to theft, oecasiomd use
as change, in place of pence. They would, however, form
a very bad currency if efl'culated to any great extent.
13. 1)@'trod

C(;ncertil;ility.

It is a common resom.ee for insurrectionary
or belligerent governments in wang of funds to issue documents
promising to pay cash after their successful establishment.
When interest propm4ional _o the time is also promised,
these notes must be regarded rather as bonds.
Of such
nature were those issued by Kossuth in New York to form
a tInngarian
fund, to be paid after the erection of
an independent Hungarian government.
Similar bonds
were signed by the notorious Walker, at President of the
provisional government of the republic of Nicaragua.
By far the best instance of this kind of currency ix furnished by the Confederate States treasury notes, the
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early issues of which were made payable six months
after the ratification of a treaty of peace with the United
States, and further issues were to be payable two years
after such treaty.
All such documents may be considered as bills of
very long date and of very nncertMn value.
The public
sph'it of a people in time of war often enables them to be
put afloat, and the need of currency keeps them in circulation for a time, but their value nndergoes violent
variations, and there are few instances in which such
bills ti,_ve been eventually pMd.
14. I_com'crtible Pa?er MoTley.
_'inally we come to the uudisguisedpal 'or money issued
by government and ordered to be received as legal tender.
Such inconvertible paper notes have in all instances been
put in circulation as convertible ones, or in the place of
such, and they are Mways expressed in terms of money.
The French mandats of 100 francs, for instance, bear
the ambiguous phrase "Ben pore" cent francs."
The
wretched serape of paper which circulate in Buenos Ayres,
are marked "Un Peso, Moneda Corriente," reminding one
of the time when the peso was a heavy standard coin.
After the promise of payment in coin is found to be
illusory the notes still ch'culate, partly from habit, partly
because the people must have some currency, and have
no coin to use for the purpose, or if they have, carefully
hoard it for profit or futm'e use. There is plenty of
evidence to prove that an inconvertible paper money, if
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carefully limited in quantity, can retain its full value.
Such was tlle case with the Bank of Engl_nd notes for
several ygars after the suspension of specie payments
in 1797, and such is the ease with tile present notes of
the I_ank of France.
The principal objections to an inconvertible paper
currency are two in number.
1. The great temptations
which it offers to over
issue and consequent depreciation.
2. The impossibility
of varying
its amount
in
accordance with the requirements of trade.

Over Issue of Pa2cr Money.
It is hardly requisite to tell again the well-worn tale
of the over issue of paper money which has ahnost
always followed the removal of the legal necessity of
convertibility.
Hardly any civilized nation exists, excepting some of the newer British colonies, which has not
suffered h'om the scourge of paper money at one time or
other.
_ussia has had a depreciated paper currency for
more than a hundred years, and the history of it may
be read in _[. Wolowski's work on the finances of Ilussia.
Repeated limits were placed to its issue by imperial
edict, but the next war always led to further issues.
Italy, Austria, and the United States, countries where
the highest economical intelligence might be expected
to guide the governments, endure the evils of an inconvertible paper currency.
Time after time in the earlier
history of the New England and some of the other states
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now forming parts of the American Union, paper money
had.been issued and had wrought ruin. _ull particulars
will be found in Professor Sumner's new and interesting
"History of American Currency."
Some of the greatest
statesmen
pointed to these results;
and _Vebster's
opinion should never be forgotten.
Of paper money
he says, "_Ve have suffered more fl'om this cause than
from every other cause or calamity.
It has "killed more
men, pervaded and corrupted the choicest interests of
our country more, and done more injustice than even
the arms and artifices of our enemy."
The issue of an inconvertible
money, as Professor
Sumner remarks,
has often been recommended
as a
convenient
means of making a forced loan from the
people, when the finances of the government are in a
desperate condition.
It is true that money may be thus
easily abstracted from the people, and the government
debts are effectually lessened.
At the same time, howe_:er, every private debtor is enable_[ to take a force_t
contribution from his creditor.
A government should,
indeed, be in a desperate position, which ventures thus to
break all social contracts and relations which it was
created to preserve.
II'cl_$ of EIclslic't_y of Paper Money.
A further objection to a paper money inconvertible into
coin, is that it cannot be varied in quantity by the
natural action of trade.
_o one can export it or import
it like coin, and no one but the government or banks
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authorized by government can issue or cancel it. Hence,
if trade becomes brisk, nothing but a decree of the
government can supply the requisite increase of circulating medium, and if this be put afloat and trade rel,_pse
into dullness, the cm-rency becomes redundant, and falls
in value.
Now, even the best-informed
government
depaitment cannot be trusted to judge wisely and impartially when more money is wanted.
Currency must be
supplied, like all other commodities, according to the free
action of the laws of supply and demaml.
Some persons have argued that it is well to have a
paper money to form a home currency, which cannot be
drained away, and will be h'ee fxom the disturbing influences of foreign trade.
]3ut we cannot disconnect
home and foreign trade, except by doing away with the
latter altogether.
If two nations are to trade, the
precious metals must form the international
medium
of exchange by which a balance of indebtedness is paid.
tlenee each merchant in ordering, consigning, or selling
goods must pay regard not to the
goods, but to the gold or silver price
pays for them.
Gold and silver, in
the real measure of value, and the
rency is only an additional
adds confusion.

term

paper price of such
with _-hich he really
short, continue to be
variable paper curof comparison

which
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CIL&PTER XIX.
CREDIT

DOCUMENTS,

l_Iuc]t mysbry has been created on the subject of money
by those who assert vaguely that credit can replace coins,
and that we have only to print sufficient bills and other
promissory
documents in order to have an abundant
ch'eul,_ting medium.
Credit has been said to multiply
property and to perform all kinds of prodigies.
When
we analyze its natm'e, however, credit is found to be
nothing but the deferring of a payment.
I take credit
when I induce my creditor to consent to my paying a
month hence what might be demanded b-day ; and I give
credit when I allow my debtor in the same manner to put
off the liquidation of his debt. Thus credit involves, as
Locke very accm'ately said, "the expectation of money
within some limited time."
The debts, indeed, may
consist of a definite quantity of any commodity.
I may
have to pay corn, pig fl'on, palm oil, cotton, or any other
staple article, but, generally s]Deaking, debts are debts of
legal tender money.
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Measurement of Credit.
In order to measm'e aml define exactly the amom_t
of credit which is given or received, and to estimate the
present value of a debt, we must take into account at
least five distinct circumstances, which are as follows :-1. The amount of money to be received.
2. The probable interval of time elapsing before its
receipt.
3. The probability that it will then be pMd.
4. The rate of interest likely to prew_il in the mean
time.
oC The legal liabilities which it creates or involves.
Writers upon currency have been too much accustomed to mass together all kinds of credit d(euments,
taking no account of the _mportant results which nlay
follow from very slight legal or customary differences.
No doubt every kind of promise to pay money has a
certain value, but the degree in which it may be made
available to facilitate exchange varies exceedingly according to circumstances.
Bank-notes.
_'hat we call a bank-note is a promissory note, issued
hy a banker, and binding him to pay the sum named
therein to the bearer immediately upon demand.
The
note is transferable by delivery, so that the holder is like
%he holder of a coin, the owner lwim_ f_cic, and as such
can claim the fulfilment of the promise at any moment,
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withinreasonablehours,withoutinquiry.The failm'e
of
%he banker to pay the note when presented does not
create any liability between the persons through whose
hands the note had previously passed, so that the note
is continually employed, like metallic money, in settling
debts and removing liabilities.
It is most important to
observe that a bank-note being payable on demand bears
no interest, and is never bought at a discount, except
when the ultimate payment
is doubtful.
Hence the
holder of a note has, like the holder of ordinary coins,
no motive in keeping it, except to make future pro'.
chases.
If a man has more notes than he expects to pay
away in the next week or two, he will do best to deposit
them in a bank, where they will be safer and at the same
time bear interest.
There is thus an inherent tendency
in notes to circulate like coins, and to be kept down in
amount to the lowest quantity consistent with the accomplishment of retail purchases.
Cheques.
A cheque payable to bearer is an order addressed to
a banker, requiring him to pay the sum named to the
bearer of the cheque on demand.
Like a bank-note, it
bears no interest, and is transferable
from hand to hand
without any formality, so that the holder is prima, facie
the owner.
If there be no doubt at all as to the credit
both of the (h'awer and of the bank on which the cheque
is da'awn, it is diflSeult to see why a cheque should be
inferior to a bank-note as representative
money, except
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that it is usually drawn for an odd sum. In some places
cheques have been so used, and in Queensland at the
present time, in the absence of coins and notes, the
settlers pay their men in small bank cheques, which "_re
received at the stores, and thus become the circuh_ting
medium of the colony.
Obvious objections to this use
of cheques may be pointed out.
It is impossible to be ae_luainted with the cheque
forms of all banks, the signatures
of those who draw
them, and the credit of the drawers.
If the public were
in the habit of dMly receiving and paying cheques
without minutely inquh'ing into their validity, immense
facilities would be given to the perpetration
of fraud.
Forgery would be easy but hardly requisite, since it
would be better to obtain possession of a cheque book, and
then fill up cheques for amounts exceeding the deposits
in the banker's hands.
:Every one accepting a cheque
thus receives it at the risk of fraud or ban-la'uptcy on
thepart
of the drawer.
There is, moreover, the possibility of failure of the bank on which it is drawn; for
it is a well-understood
point of ]s_w, th'_t if the holder
of a cheque does not present it in "reasonable
time,"
that is before the close of business hours on the day
following the receipt of the cheque, he loses his claim
against the &'awer, if the bank on which it is drawn
should happen to fail. The reason obviously is that the
drawer loses the deposit which he left in the banker's
hands to meet the cheque, and should not suffer from
the holder's want of diligence.
The salutary effect of this law and of other con-
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ditions is, that cheques do not ch'culate in this kingdom
in place of money, but are usually presented within one
or two days of receipt.
Hence they come to serve as
mere instruments
of transfer of money, and involve no
considerable ]en_h of credit.
_qothing can be gained by
holding an ordinary cheque, for there is no interest, and
somettiing may be lost.
Beyond the mere trouble of
presentation,
then, there is no motive to prevent a
holder from at once getting coin or bank-notes for his
cheque which, though paying no hlterest, are safer.
Or
still better, he may deposit the sum at his bankers, get
a low interest in tile mean time, and ¢h'aw a new cheque
of his own when he wishes to pay the money away
again.
Experience shows that the latter is the most
satisfactory
course, the money being usually safer and
more available in the hands of _ good banker than
elsewhere, and usually paying interest M1 the time.
On
this foundation is erected the extensive system of payment which will be described in the next chapter, and
which may be called tile Cheque and Clearing System.
There are, indeed, many varieties
of cheques.
Bankers' cheques r_re those ch'awn by one banker upon
another, and are used as a means of remittance.
If
both the b_nkers concerned are of perfect credit, and
the form and signaature can be verified, such cheques
seem to me to be in no way inferior to bank-notes as
representative
money.
If two perfectly well-known
banks were to arrange to ch'aw cheques upon each other
for convenient even amounts, and to issue these to theh"
customers, it would effect a successful evasion of the
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law against %he unlimited issue of notes.
So great
however is the force of habit, or the respect for law,
that no such attempt is made, and bankers' cheques al"c
presented almost as promptly as any others.
Certified cheques, as employed in the New York
trade, are a still nearer approach to a bank-note, for
they are cheques which have been marked by the
bankers on which they are _h'a_-n, as sm'e to be paid
on presentation.
Either the banker in certifying the
cheque has funds belonging to the drawer which he can
retain to meet it, or else he pledges his own credit that
he will meet the cheque in any case.
Such cheques
are really promissory notes of the banker, with fm-ther
recom'se to the drawer; but they do not circulate as
money, because, as I presume, the certification only
holds good within the time reasonably
requh'ed for
presentation.
The cheques of the Cheque Bank, which
will be subsequently
considered (Chapter XXII.), are
equivalent to certified cheques, as they cannot be issued
except against deposits which are retained until the
cheque is presented.
Of late years %he practice has become very general
of making cheques payable to order instead of to bearer,
and of crossing them so as to necessitate theh" presenta%ion through a banker.
The order may, indeed, be
discharged by an open endorsement, which renders the
cheque again payable to bearer, but there remains the
possiMlity of a forged endorsement,
concerning which
difbcult points of law have arisen.
A general crossing
need no% interfere appreciably with the circulation of a
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cheque, but when crossed specifically for presentation
tlirough a particular bank, the cheque becomes practically an order to credit a particular
individual, who
keeps his account in that bank, with the sum of money
named.
Bills of Exclza_Tge.
A bill of exchange is an order to a person to pay
money to the legal holder of the document on a day
indicated therein.
If payable at sight, a bill does not
apparently differ fl'om a cheque or draft to order, except
that it will be usually drawn upon persons of less credit
than well-known bankers.
If not payable at sight, the
len_h of time intervening between the day named for
payment and the day of issue may vary from a day or
two upwards, and the money cannot be demanded in the
mean time.
Hence a bill generally bears interest, or
rather is only bought at such a discount as will enable
it to be held to maturity without loss. To estimate the
liability of loss, some estimate must be formed of the rate
of interest likely to prevail in the mean time, and the
value of the bill will thus vary according to _ multitude
of circumstances.
Dills of exchange may be made payable to the bearer, but as a general rule they are payable
to g specified person, and
other specified persons.
with a bill incm's a certain
until it is duly paid.
In

transferred by endorsement to
Thus every party concerned
liability, which is not removed
several respects, then, a bill

may differ from coined money, which

bears no interest,
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and discharges instead of creating liability when tendered
in payment of debts.
Interest-bear_ng Doc_ments.
It is extraordinary that few writers on cm'rency have
remarked the deep difference between commercial documents which bear interest and those which do not. On
this point ttu'ns the possibility of their forming representative money.
For it is an essential characteristic
of coin that it yields no profit by keeping it in the
pocket or the safe. I may be obliged to kee l) money
ready to pay debts, but in the mean time I lose the
interest which I might receive by investing the sum in
the funds, in bills, bonds, or even as a bank deposit.
Hence money must be considered as a commodity which,
as Chevalier says, is in a constant state of s_qnfly and
demand. Every one is always trying to part with it in
a profitable purchase, and keeps as little in hand as
possible.
The same is even more true of bank-notes,
cheques, ch'cular notes, bills at sight, and a few other
kinds of documents, all of which are payable on demand
at any moment, so that no amount of interest can be
assigned to them.
Except so far as the payment may be
doubtful, or the possession of the documents may involve
the holder in legal difficulties, these documents have the
characteristics
of coin, and the amount held is kept
down to the lowest convenient figure. Interest-bearing
documents, on the contrary, are held in as large quarttitles as possible, because the longer they are held tl.,¢
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more interest accrues.
It is the principal business of
every banker to hold a portfolio full of good bills, _'hich
really represent
the investment of capital in industry.
Government bonds, or bonds issued by public companies
and corporations,
do not differ from commercial
bills
except in the fact that they have re1T long, or even
intel:mlnable, usance, and that the interest is paid at
definite intervals.
Such bonds represent the sinking
of capital in fixed undertakings,
and are therefore held
as property by individual
investors.
They may be
bought and sold for money, but are not money themselves.
They rather necessitate
than replace the use
of money, since currency must have been paid at the first
investment, and is repaid by degrees at the periodical
terms fixed.
A number of schemists have m'ged from time to
time, that, in addition to our ordinary currency, there
ought 4o be an interest-beari_Tg currency.
The first
small issue of the French assignats bore interest, and
about twelve years ago the United States government
tried a similar experiment, which was soon discontinued.
Persons have proposed to coin the whole National Debt
into money, so that instead of some 160 millions of
metallic and paper cm'reney we might have more nearly
a thousand millions.
Mr. E. Hill has published a form
of bank-note entitling the holder to one hundred pounds
on demand, and to interest at tho rate of 3½ per cent.
up to the fime when it is presented, the amount of
interest being tabularly
stated on the form. It is
obviously impossible,
however, that any govel,nment
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should issue such notes, because whenever the current
rate of interest rose above 3_, and the value of tlle note
accordingly fell below par, _ profit would be made by
presenting the notes for payment.
Thus the goYernment
issuing such notes would have to keep a large quantity
of coin in reserve to meet them, and would at the same
time be paying interest on the whole of the notes.
Thus
there would be a loss of interest upon the whole reserve
of coin.
The English

government

has rendered

the NationM

Debt as transferable
as possible by authorizing, in terms
of the Act of 33 and 34 Victoria, chapter 71, the issue
of stock certificates.
These certificates
resemble _he
bonds of the United States and other governments.
They have coupons for the payment of interest, and
when not filled up with a name are transferable
by
delivery like bank notes.
They are issued in exchange
for Three per Cent Annuities for even sums of not
less than £50 and not more than £1000;
and if the
right to an annuity could be passed from one person to
another as currency, these certificates would allow of its
being done. But it is understood that a comparatively
small amount of such certificates has ever been applied
for. They are, I believe, used to some extent by bankers
and others, who have to hold sums of money invested in
the funds for short periods, and can save the cost of
transfers by the use of certificates.
The public at large
are found to prefer the old method of registering their
stock in the book_ of the Bank of England.
12
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Definition of Mo_wy.

]_hch ingenuity has been spent upon attempts _o
define the term mouey, and puzzling questions have
arisen as to the precise kinds of credit documents which
are to be included under the term.
Standard legal tender
coin of full weight is undoubtedly
money, and as convertible legal tender bank-notes are exactly equivalent to
the coined money for which they may at any moment
be exchanged, it has often beeu considered that these
also may be included.
But inconvertible notes are often
made legal tender by law, and can discharge in inland
trade all the functions of money.
Are they not then
to be included ? The question will next ai'ise whether
cheques may not be as good as money.
All such attempts ut definition seem to me to involve
the logical blunder of supposing that we may, by settling
the meaning of a single word, avoid all the complex
differences and various conditions of many things, each
requh'ing its own definition. Bullion, standard coin, token
coin, convertible and inconvertible notes, legal tender and
not legal tender, cheques of sevei',_l kinds, mcrcantile bills,
exchequer bills, stock certificates, etc., ai'e all things
capable of being receL'ed in payment of a debt, if the
debtor is willing to pay and the creditor to receive them ;
but %hey _re, nevertheless, different kinds of things. By
calling some money and some not, we do not save ourselves from the consideration of their complex legal and
economical differences. Bullion is evidently not coin, but
can be tin'ned hlto it at little or no cost, and will
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make foreign payments almost as well as coin. Token
coins are not standard coins, and will not make foreign
payments, but are legal tender for small sums, and may
be readily exchanged for standard coin at little or no loss.
Bank of England notes are not exactly coin, but can be
readily fumed into coin by those who dwell near the
Bank of England, and are received as equivalent fo coin
by other persons.
Cheques are not coin, but orders to
receive it on demand, and are valuable in proportion to
the probability that the sum will be received.
Accepted
bills are an engagement to pay coin at a day named; if
we overlook the possible failm'e of the acceptor to pay
them, they are, as it were, deferred money. A certificate
of consolidated stock entitles the holder to an annuity,
that is, fo quarterly sums of money.
We get back, in short, to that with which we started.
Standard legal tender coin is that in which all cominertial transactions
and documents are expressed, but
according to infinitely various circumstances, the receipt
of the money is more or less probable, more or less
deferred, more or less involved in legal complexities, _nd
also variable in amount, as interest is or is not to be
received in addition.
All other commercial property,
mortgage deeds, preference shares and bonds, and ordinary sh_es, resolve themselves into more or less probabihty of receiving coin _t future dates ; and thus we pass
insensibly fl'om the golden sovereign in hand to the most
flimsy elmnee of receiving gold which is still like the bird
in the bush.
The word cash is used with exactly the same ambiguity
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as motley. Originally cash meant that which was encaiss6,
i.c. put into the chest or till.
Strictly speaking, it
should consist of actual specie, and the word is used in
some English banks to include only coin of the realm.
But I find by actual inquiry that bank cashiers use it
with every shade of meaning.
Some take ]3ank of
England notes to be cash.
Good cheques upon a hank
paid into that bank are evidently as good as cash.
Others go so far as to include cheques upon other banks
of the same town, and even country bank-notes are sometimes included in cash.
The question is evidently one of
degree, and cannot be settled except by the general
adoption among cashiers of some one arbitrary line of
definition.
In ordinary llfe we use a great many words with
a total disregard of logical precision.
Who shall decide,
for instance, what objects are to be included under the
names buiIdi_tg and hoarse ? Let the reader attempt to
decide which of the following objects is to be considered
house, and why ?--namely,
stables, cow-houses, conselwatories, sheds, lighthouses,
tents, caravans, hulks,
sentry-boxes,
ice-houses,
summer-houses,
and parish
pounds.
The difficulty is exactly analogous to _hat
of deciding what is money or cash.
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economy of the precious metals arises,
as we have seen, fl-om passing about pieces of paper
representing
gold coin, instead of the coin itself.
But
a far more potent source of economy is what we'may call
the Cheque and Clearing System, whereby debts are, not
so much paid, as bManced off against each other.
The
germ of the method is to be found in the ordinary
practice of book credit. If two fn'ms have frequent
transactions
with each other, alternately
buying and
selling, it would be an absm'd waste of money to settle
each debt immediately it arose, when, in a few days, a
corresponding debt might arise in the opposite direction.
Accordingly, it is the common practice for firms having
reciprocal transactions, to debit and credit each other in
theh" books with the debt arising out of each transaction,
and only to make a cash payment when the balance
happens to become inconveniently great.
An insurance
broker is one who acts as a middleman
between the

owners of ships and the underwriters who insure them
in shares.
He has therefore to make many small payments to underwriters,
for the premiums on policies,
and at intervals has to receive back the indemnity for any
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vessel which has been lost.

It is the common

practice to avoid cash payments ; the broker credits the
underwriters
with the premiums and debits him with
losses, and only p_ys or receives the balance when large.
To represent the highly complex system of book
credit which is organized by the bankers of a large
kingdom, we shM1 have to employ a method of diagramatic notation.
I will therefore remark that the simplest
case o1"type of book-credit is represented by the formula

P--Q.
Each of the letters, P und Q, indicates a person or a
firm, und the line indicates the existence of transactions
between them.
Only in special cases, however, _vill this
di_rect balancing of accounts render the use of cash or of a
more complex system unnecessary.
Generally speMdng,
there will be a tendency for a sm'plus of goods to pass
in one direction, so that money must pass in the opposite
direction.
The manufactm'er
sells to the wholesale
dealer, the latter sells to the retailer, and the retailer
to the consumer.
I_y the intervention
of the banker,
however, the transactions
of many different individuals,
or even of many branches of trade, are brought to a focus,
and a large proportion of payments can be balanced off
against each other.
Si,ngle Bank System.
To obtMn a clear notion of the way in which b_nkers
help us to avoid the use of money as the medium of
exchange, we must follow up the rise of the system from
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the simplest ease to the complete development of the
complex organization
now existing in the United Kingdom. Let us imagine, in the first place, that there is
an isolated town having no appreciable
dealings with
other paris of the world, and possessing only a single
bank, in which each inhabitant
has deposited all his
money.
If any person a, then, wishes to make a paymerit to b, he need not go to his banker, draw out coin,
and carry it to b, but may hand to b a cheque requh'ing
the banker to pay the coins to b, if needed.
I_ut if b
makes payments in the same way, he will not need ti)
draw out any coin. It would be a mere formality for
b to receive the coin due from a, and then pay it back
over the counter to the credit of his account with the
same banker.
The payment is made by mereJy writing
the sum of money to the debit of a's account, _nd to the
credit of b's account.
If b wishes to make another payment to c, a similar record in the banker's ledger will
accomplish the business.
However many oilier traders,
d, c, etc., there may be, their mutual transactions
may
be settled in the same way, without their seeh_g a
single coin. We may represent this elementary ban-ldng
organization by the following diagram,
b

c

d

e

P
in which i_ is obvious that P represents
the single
banker, and a, b, c, d, c, his customers.
The deposit
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banks of Amsterdam and Hamburg form perfect illustrations of this arrangement.
So long as we regard only the internal transactions
of a town, then, a stationary
amount of coin, lying
untouched
in the bank, will allow the whole to be
accomplished.
If the traders never require to make
payments to a distance the metallic money might be
dispensed with altogether.
But since any of the customers o, b, c, etc., may want his money, the banker
ought to keep at least as much as will meet possible
demands.

System of Tu'o Banks.
As a second case, let us suppose that there is a town
which is able to support two banks.
Some of the
inhabitants
keep their money in one bank and some
in the other, but all whom it is requisite to consider
have an account with one or the other.
In the diagram,
a

b

c

\\!,/
P

d

q

_

s

t

\!//
Q

le_ P and Q be the two bankers, a, b, c, d, being customers of P, and q, r, s, t, customers of Q. Now, the
mutuM transactions
of a, b, c, d, will, as before, be
balanced off in the books of P, and similarly with the
customers of Q. But ff a has to make a payment to q,
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the operation becomes somewhat more complex.
He
draws a cheque upon P, and hands it to q, who may,
of course, demand the coin from P. Not wanting coin,
he carries the cheque to his own banker, Q, and pays
it in to his account in place of coin. It is the banker,
Q, who will now have to present the cheque upon P, and
it might seem as if the use of coin would be ultimately
requfl'ed.
There will be other persons, however, making
payments
in the town in the same manner, and the
probability is very great that some of these will result
in giving P cheques upon Q, and some in giving Q
cheques upon P. The two bankers, then, will be in the
position of the two traders before described (p. 251),
who have a running account.
At the worst the payment
to be made in coin will be only tile balance of what is
due in opposite directions;
but as this b_t]ance will
probably tend in one direction one day, and in the
opposite direction the next day, the balance need only
be paid when it assumes hlconvenient proportions.
Coml)lcx Ba_lc System.
A large commercial town usually possesses several or
many banks, each with its distinct body of customers.
The mutual transactions
of each body will, as before, be
balanced off in the books of their common bank, but the
larger part of the transactions will now be cross ones,
resulting in a claim by one banker upon another.
The
probability is very great, indeed, that each banker will
have to receive, as well as to pay, each day; but it

256

_O_EY.

does not follow that he will pay to the same as those
who are going to pay to him.
The complexity of relations becomes considerable ; thus among fourteen banks
14 X 13
there are --_-- or 91 different pairs which may have
mutual claims, and among fifty banks there would be
no less than 1225 pairs.
The result is, that P might
happen to have a considerable balance to pay to Q, and
yet might be going to receive about the same sum from
t_ or S. The actual carrying about of coin under such
circumstances
would be absurd, because
s_ manifest
extension of the book-credit system at once meets the
difficulty.
The several banks need only agree to
appoint, as it were, _ bankers' bcuJ:, to hold a portion of
the cash of each bank, and then the mutual indebtedness may be balanced off just as when a bank acts for
individuals.
In the fi_lre we see four banks, P, Q, R, S,
each with its o_vn body of customers, but brought into
connection with each other by the bankers' bank, X.
a

b

\1/
1_

c

e

f

g

_

s_ _

\1/

\1/
q

It

_o

q

r

\1/
S

X

P need not now send a clerk to present bundles of
cheques upon Q, R, and S, but can pay them into the
central bank, X, where after being placed to the credit of
P and sorted out, they will be joined to similar parcels
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of cheques received from Q, _, S, and finally presented
at the banks upon which they are dra_3L
Thus _11the
payments made by cheques will be effected without tile
use of coin, just as if there were only a single bank in
the town.
What each bank has to pay each day will
usually be balanced pretty closely by what it has to
receive.
Such balance as remains will be paid by a
transfer in the books of X, the bankers' bank.
It is not precisely true that there is in any English
town a bankers' bank, which thus arranges the payments
between banks.
The accountants'
part of the work is
carried out by an institution called tl_e Clearing House,
managed by _ committee of bankers, and the Bank of
England is employed to hold the deposits of the bankers,
and make transfers which close the transactions of each
day.
The organization
of the Clearing
described in the next chapter.

House will be

1)ranch Bank Systc_n.
It is impossible to avoid perceiving that the organization of the English bank system is undergoing ,_ complete transformation,
and is approximating to that which
has existed for a century or more in Scotland.
Instead
of a great number of small, weak, d/sconnected banks,
there is arising, by amalgamation
and extinction of the
weaker ones, a moderate number of important banks,
each possessing numerous branches.
The Scotch banks
have long had many branches, and at present each of
the eleven great banks has on the average 78 branches,

258

_o_EY.

the lowest number
being 19, and tile highest
125.
Already a few of the English banks h,_ve equally extensire ramifications.
Thus the London and County Bank,
and the National FrovineiM Bank, which have especially
developed the branch system, have respectively 148 and
137 branches;
the _[anchester
and Liverpool District
Bank has 50 br_nches and sub-branches.
The Irish
b_nks also adopt tile same system, and the _'ationM
Bank of L'eland has about 114 branches
and subbranches.
It is interesting to observe that in Australia,
toe, the banking system has taken a similar form, and
a comparatively small number of strong banks, such as
the Bank of New South Wales, or the Bank of New
Zealand, leave no rising village without its branch.
Now, the close connection which e._ists between the
head office and each of the branches (,f an extensive
bank leads to a great clearing off of clMms.
The
diagram on p. 256 again serves to represent this relation, X being the herod office, P, Q, 1_, S, branch
banks, and a, b, c, etc., customers.
If a pay m _ith a
cheque on P, the cheque will be paid into _, credited to
m, forw,trded by post direct to t', and debited to a. The
head office, being informed of this transaction
in the
Usual daily statement, will close the business by transferring the sum from the account of P to that of 1_.
_Iuch accountants' work seems to arise, but it is work of
mere routine which costs little.
C _sh remittances
are
seldom necessary, because each branch settles accounts
only with the head office, so that many sums will be
credited and debited during each week, and the balance
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will usually be sm,_ll. The head oi_ce, in fact, acts in
every w_y like a clearing house, or bankers' bank.
The question naturally
arises, indeed, how will the
branches of one bank transact
business with those of
another bank .9 The solution, however, is simple; for
unless tlle branches happen to be in the same town, or for
other reason, in close relation with each other, they will
communicate through their head ofSces. A cheque upon
any branch of the London and County ]dank received
by a branch of the National Provincial ]dank, will be
presented through the head oflic_ of the latter at the
Clearing House upon the head office of the former.
Bank

Agency SystelT_.

Another important feature of the banking system is
the extensive organization
of agencies.
A large bank
has various business to be transacted
in each of the
principal commercial towns of the kingdom, and if it
has no branches in these towns employs _ banker in
each town to act as its agent.
This agent-bank collects
cheques, bills, notes, etc., payable in the district, cashes
drafts ch'awn against them, retires bills according to
instructions,
and does almost all that a branch bank
would do, the main difference being that the remuneration for this work consists of a commission.
Each
agent-bank
has a running account with its principal,
so that to a certa,in extent each important bank _nd its
agencies form a clearing system analogous to that of
a head bank and its branches.
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By insensible de_'ees there has grown up in England
an all-comprehensive
and most perfect system of relations between the provincial
and London city b_nks.
Every banker in the United Kingdom, without, I believe,
any exception, employs one or other of the great London
city banks to act as agent.
There are twenty-six city
clearing banks which thus undertake agencies, and on
an average, each of these banks represents
at ]east
twelve country banks;
but the number varies very
much, and some country banks have two London agentbanks.
This agency system leads at once to a clearing of
transactions,
because, if any two country banks have
the same London agent, all their mutual adjustments of
accotmts can be made by transfers in the books of the
agent.
The diagram on p. 256 applies for a thh'd time,
and X represents the city agent, having running accounts
with P, Q, _, S, the country banks.
The whole of the
customers of all the banks, having the same London
agent, are thus brought into close relation, though they
may live in the most distant parts of the country. Each
of the city banks may be regarded as a bankers' bank
and _ clearing house on a small seMe.
Cotmtry Clearing System.
Only one further
system of connections

step is required to complete the
between each bank in the -kingdom
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and all other banks.
Every country bank, as we have
seen, has a rumling account with some city bank, and
all the city banks daily settle transactions
with each
other through the Clearing House.
It follows that a
payment from any part of the country to any other part
can be accomplished through London.
In the following diagram, let P, Q, I_ be country banks having the
a

b

\l/p

c

e

f

\I/q

g

1

_n _

\I/t_

r

s

t

u

\l/U

\1/
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London agent, X, and U, V, W, other country banks
having the London agent, Y. If a, a eustmner of P,
wishes to pay r, a customer of U, he transmits by post
a cheque upon his banker, P. The receiver, r, pays it
into his account with U, who having no direct communication with P, forwards it to Y, who presents it
through the Clearing tIouse on X, who debits it to P,
and forwards it by the next post.
Nothing can exceed
the simplicity and perfection of this arrangement.
It _'ill be readily seen, too, that sums of money
passing between London banks, or rather cleared off in
the Lombard
Street Clearing House, _dll fl'equently be
the balances of extensive running
accounts between
country banks and their agents and correspondents.
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So long as the balance of accounts between any two
banks does not assume large proportions,
it need not
be paid in cash at all, except for special reasons.
When
a balance has to be paid, and the banks happen to have
the same London agent, it is only requisite for the
debtor bank to dh'ect their London agent to transfer
so much money to the credit of the other country bank.
If they have different London agents, and P, in the last
diagram, desires to pay a balance to U, it is done by
directing X to credit Y, the agent of U. The credit note
effecting this payment passes through the Clearing House
amid a mass of other documents representing
payments
in one direction or the other, and will, in general, become
an insignificant item in the general clearing.
If it can
be said to be paid in" cash at all, it is in the form of a
final transfer in the books of the Bank of :England, as we
shall see. Great as are the transactions
daily settled
in the London Clearing House, they are after all only
those which have not been previously cleared off by any
more direct communication,
and they often represent
the balances of multitudinous
transactions which never
pass through London at all
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BY means of the London agency system, the banking
transactions
of the country are, as we have seen,
brought to a focus in the city of London.
The settlement of the reciprocal claims of the twenty-six principal
city banks is therefore a business of the utmost magnitude and importance, representing
as it does fi_e completion of tLe busiuess of no small part of the world.
In a room of moderate
dimensions,
entered from a
narrow passage running fl'om the post-office in King
lVflliam Street across to Lombard Street, debts to the
a_'erage amount of nearly twenty millions sterling per
day are liquidated without the use of a single coin or
bank-note.
In the classic financial neighbourhood
of
Lombard Street, and even in this very chamber, the
system of paper commerce has been brought nearly to
perfection.
Tile early history of the London Clearing
House is buried in obscurity, and it is much to be
desired that those who are acquainted with the principal
incidents in its progress should put them on record
before it is too late.
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The Clearing House appears to have been first
created just a centm.y ago.
About the year 1775 a
few of the city bankers hired a room where their clerks
could meet to exchange notes and bills, and settle their
mutual
debts.
The society was of the nature
of a
strictly private club, the public knowing nothing about
it, and the transactions
being conducted in perfect
secrecy.
_Ir. Gilbart tells us that, even in this form, it
was regarded as a questionable innovation,
and some
of the principal bankers refused to have anything to do
with it. By de_ees, however, the convenience of the
arrangement
made itself apparent, more bankers were
admitted to the society, and a distinct committee and
set of rules were formed for its management.
Although
it remains to the present day a private and voluntary
association,
unchartered,
and in fact unknown to the
law, the Clearing House has steadily grown in importance and in the publicity of its proceedings.
Several important
extensions of the clearing work
have been made in the last twenty-five years.
After the
rise of the London Joint Stock Banks, subsequent to
1833, they were for a long time refused admittance to the
Clearing House ; but in June, 1854, they were at last
allowed to join the association.
The Bank of England
long remained entirely outside of the confederation, but
more recently it has become a member, so far as regards
the presentation of claims upon other banks.
The West
End banks of London are" still beyond its sphere, partly,
perhaps, because their distance stands in the way of the
working of the system.
They are thus in the position
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of provincial banks, and can clear through city agents
like provincial banks.
Before the year 1858 the business of the Clearing
House was restricted to the exchange of cheques and
bills actually ch-awn on the clearing bankers.
Country
bankers receiving cheques drawn upon other distant
country banks were in the habit of remitting
them
direct by post, the paying bank effecth_g tile payment
by directing their London banker to pay the amount to
the London agent of the receiving bank.
In the year
1858, at the suggestion of Mr. William Gillett, but
chiefly by the exertions of Sir John Lubbock, the
country clearing system was organized.
The country
banker, instead of posting many cheques every day to
all parts of the kingdom, sends them in a single parcel
to his London agent, to be presented through tile Clearing House on the London agents of the paying banks.
This exchange is made, as we shM1 see, at different
horn's of the day, but the results are summed up in the
general balance of the d_y's transactions.
Transaction of Bzts_zess at the Lo_doT_ CIeari_zg House.
There are three clearings daily at the Lombard
Street House.
The morning clearing opens on ordinary days at 10.30; &-arts are received not later than
11, and the work must be closed at noon.
The country
clearing then begins, drafts being received until 12.30,
and the clearing closed at 2.15. The heaviest clearing,
however, is that of the afternoon, which begins at 2.30.
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The bustle and turmoil of the work grow to a climax at
four o'clock, the runners rushing in with the last parcels
of drafts, up to the moment when the door is finally
closed.
On the fourth day of each month, when the
heaviest work occurs, the hours are extended, the House
opening at nine o'clock.
The Clearing House is a plain oblong room, with rows
of desks in compartments
round three sides, and down
the middle.
A small office for the two superintendents
stands at one end. Each bank sends as many clerks to
the House as may be requisite for the rapid completion
of the work, and some banks have as many as six clerks.
The cheques and bills to be presented by any one
clearing banker, say the Alliance Bank, upon any other
clearing banker, are entered at home in the "Out-clearing
book," and are then sorted into twenty-five parcels, one
of which is to be presented on each of the other clearing
banks.
On reaching the Clearing House, these parcels
axe distributed round the room to the desks of the clerks
representing the several paying banks, who immediately
begin to enter them in tlle"
In-clearing
books " in
columns bearing at the head the name of the presenting
bank.
After being entered, the ch'afts are, as soon as
possible, forwarded to tile banking house for examination and enh7 in the bank books.
Any cheques or
bills refused payment are called "returns,"
and can
generally be sent back to the Clearing House the same
day, and entered again ,q_ a reverse claim by tile bank
dishonouring them on the banks which presented them.
At the close of the day the clerks of the Alliance Bank
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are able to add up the whole of the claims which have
been made upon them by tile other twenty-five banks, and
they learn fi'om the out-clearing book the amount of the
claims which the Alliance Bank is making on other
banks.
The difference is the balance which tile Alliance
Bank has either to pay or receive as the case may be.
These balances being communicated
to the superintendents of the House are by them inserted in a kind of
balance sheet.
_\:hen finally added up, the debtor and
creditor sides of the sheet
should exactly balance,
because every penny to be received by one bank must be
paid by another.
In former years the balance due by or to each bank
was paid in bank-notes, and in the year 1889, average
daily transactions to the amount of about three millions
were cleared by the use of £200,(}00 in bank-notes, and
g20 in coin, or about one-fifteenth part of the debts liquidated.
l_Iore recently a suggestion of the late Charles
Babbage was carried into effect, and the balances were
paid by drafts upon the Bank of England, in which bank
each city banker deposits a large part of his spare cash.
One ingenious minor arrangement
in the London
Clearing House is the division of the whole list of twentysix bankers into three groups, in such a way that one
of the clearing clerks of the Alliance Bank corresponds
with one gu'oup of the other banks, a second clerk with
the second group, and so on. Thus when a comparison
or correction of accounts is made between any two
banks, it is known precisely which clerk must
to the questions called across the room.

answer
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Although the rapid and effective way in which the
settlement is carried out in the London Clearing House
must always excite surprise, it is quite open to question
whether improvements
are not needed.
The room did
no_ seem to me large enough for the convenient and
wholesome transaction
of such fast and increasing
work. Although some banks employ as many as six
clerks, the l_ressure is very gTeat at times.
The facility
which these clerks acquire by practice in making and
adding up entries is very great, but the intense head
work performed against time, in an atmosphere far from
pure, and in the midst of bustle and noise arising from
the corrections shouted from one clerk to another across
the room, must be exceedingly trying.
Brain disease is
occasionally the consequence.
The question must arise, _oo, whether the privilege
of clearing is to be for ever restricted to twenty-six
principal city banks, when there are certainly many
other banks existing or being founded which need
the convenience of access to the House.
In New York
the clearing ch-cle, as we shall see, is much wider. At
present _he minor London banks are forced to employ
the clearing bankers as agents, or to forego the advanrages of the Clearing House altogether.
It is hardly
jus_ or possible that a narrow monopoly of the sort
should be maintained for ever.
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Mclnchester Clearing t[o_tse.
Though the London Clearing House, is entirely the
birthplace of the system, and the spot whei'(_ the work
has been organized on the largest scale, it does nof
follow that it is in every respect the most suitable
for imitation in commercial towns of less magnitude.
At leas_ two English provincial
towns, l\[anehester
and Newcastle, have established local clearing houses.
The bankers of Liverpool, also, I am told, have recently
arranged a private system of clearing among themselves;
and it is possible that the bankers of other towns may
have taken a similar step without the fact becoming
generally "tmown. Through the kindness of some members of the committee, I have received full information
as to the working of the :_Ianchester Clearing House.
The business seems to have been arranged, chiefly, I
believe, by Sir. E. W. Nix, with great success, and it
may be useflfl to describe the arrangements
in detail,
as they would be very suitable for adoption in many
English, foreign, or eoloniM towns, which will doubtless before long establish clearing houses.
In the Manchester Clearh_g House the work is per- "
formed enth'ely upon loose forms, and not in accounthooks, as in London.
Though these forms may seem
rather numerous and elaborate, they greatly assist in the
accurate and orderly settlement of the balance.
The
clearing clerk, before leaving his bank, sor_s out the
dxafts, which he has to deliver, into thirteen parcels, one
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for each of the thil%een other banks, and then fills up
thirteen lists, one for each parcel, in the Form No. 1
shown below, each cheque being represented only by the
amount of money expressed in it. A copy of the list is
entered in one of the books of the bank provided for the
purpose.
Form

.Yo. 1.

5[ANCHESTER

_em.

BANK

of Cheques

CLEARING.

delivered

by

to

Clearing.
fI

i)
il

187
j'Ji

........

Ji
s

Adding up each such list, he inserts the totals in one
of the left-hand columns of the Form No. 2. He thus
obtains a complete abstract of all the claims he holds
upon other bsmks, and adding up the columns ascertains
the aggregate
Out-clearm_,.
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Form h'o. 2.
:MANCItESTER

BANK

CLEARING,

1S7

OUT.
First,
Clearing.

IN.
,qecond
Clearing.

First
Clearing.

Second
Clearing.

Adelphi
Bank
Consolidated
County
Cunliffe's
District
tIeywood
Joint

Stock

King Street
Lancashire
National I'rovinciM
Salford
Sewell
I i
"

Union
i....
Total

r

i i

ml....

On reaching the Clearing House, the clerk walks
round the room and lays on the desk belonging to each
18
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other bank the parcel of cheques and the corresponding
list ah'eady described.
In the com'se of a little time
thirteen similar parcels and lists will be laid on his own
desk by the clerks of other banks, and as they come in
he compares the list with the cheques, verifies the
addition, and if all be con'eet, enters the amount in one
of the right-hand
columns of the second form, against
the name of the bank
presenting the drafts.
These
parcels are called the "In-clearing,"
and represent all
the claims of other banks upon the one in question, so
that when all the thil_een amounts are entered, and the
columns added up, the clerk learns the aggregate which
his bank will have to pay.
At ]_Ianehester two clearings
are held each day.
The first at 11.15 a.m. is a preliminary one only, and
no payment of balances is made.
As soon as the
columns for the first clearing are filled up, the clerk
returns to his bank with the in-clearing
parcel of
cheques and drafts presented
upon the bank.
These
documents are immediately
examined by the proper
officials in order to detect any which may be irregular,
fraudulent, or, for want of funds, or other reasons, must
be dishonom.ed.
At the Clearing House the clerk h_s
ah'eady made a first rough inspection, and returned any
documents which were ob_'iously irregular, but no draf_
is considered to be finally accepted until one hour after
the clearing is over. The returned
d-rafts are comparatively few, and, as soon as detected, are forwarded
direct to the bank presenting them.
The second

clearing

takes

place at 2.15 p.m. and is
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conducted .just as in the morning.
The second columns
of the out- and in-clearing, in Form 2, having been filled
and summed up, the t'ot'als of t'he first' columns are
added in, and the clerk learns the sum that has to be
paid, and at' the same time to be received, by his bank.
The difference is the balance which he has either to
receive or pay.
These tot'als and the balance he copies
into the following brief form, No. 3, which he hands to
the inspector of the Clearing House.
Torm 2,_. 3.
CLEARING

_V¢ssr$.

.

O_t-Clcar[wj

BMance

Date

RETURNS.

.

.

.

_

:

£

:

:

187

The inspect'or now proceeds to verify the balances by
inserting the amounts in Form No. 7, given on the next
page, in an abbreviated form, only four of the names of
the banks being inserted, to save space. In t'hese forms
t'he names of the banks are given in the brieh, st manner,
and the Branch Bank of England
is called simply
"Bank."
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Dr.

C_'.
Adelphi
Bank
Consolidated
County

£

£

It is evident that the total which some of the banks
have to receive on balance must equal what the others
have to pay, because every cheque has been added in
twice, once in favour of, and once against, some bank.
If the debtor and creditor columns of the seventh form,
being added up, fail to balance, some error of account
must have been committed, and all the work is submitred to careful re-examination
until the error is
detected.
When all is correct, it remains only to effect
the payments, which is done by means of credit and debit
notes, directing transfers in the books of the Branch
Bank of England, to or from the accounts of the clearing
bankers.
The payments
are made, indeed, to and from
the Clearing House, as a kind of fictitious entity; but
as its payments and receipts each day exactly balance,
the Clearing House requires no separate ledger account,
except for small current expenses, or inconsiderable
errors.
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the clerk of each paying bank

tills up the double form, No. 4, as follows :-Form f_b. 4.

SETTLEMENT

AT

TIIE

CLEARING

ItOUSE.

_
0

:

SETTLEMENT

AT

]'tiE

CLEARING

HOUSE.

_J BANK OI,"ENGLAND,

To the Cashiers

.tla_lchestcr,
of tlm BaNK OF ENGLAND,

1ST

_,

Ma_lchestcr,
A TI:ANSI'_;II for

.Be l_leased
the sum

to

YliA.YSFA'R

from

our

Account

any

it to the Credit
llankers,

of them

signified

of

of-

place

Clearing

Sttl_

187

0

li has
anti

the

--

(with

and allow

of

the Accomd
it to be drawn

the k_owledse

by his cou_itersigni_g

(f
f_r

cj" the Inslvector,

the DraJts).

this

ercTti_q] been made

((i Acco!t_Tt qf Messrs.
the 0
0 to the AccouTtt of the Clearing
by
i_

at

the Bank, from

Banl_er$.

For the Bank

of England,

i
-i(
:g

The coupon on the left-hand side is a drr& to be
signed by the clerk, if he has authority for the purpose,
or else to be carried by him to his principals to be
signed, and then paid into the Bank of England.
It
directs the cashier to credit the Clearing House with the
balance, and debit the sum to the paying bank in question.
The authorized official of the Dank of England
signs the corresponding form on the right hand, when
the payment is made, as a receipt for the sum on behalf
of the Clearing House.
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When, on the other hand, tile balance is in favour of
a bank, Form .No. 5 printed on green paper for the sake
of easy discrimim_tion, comes into use.
It sufficiently
explains itself'.
bbrm _'¢o. 5.
SETTI,EMENT

AT

TIlE

CLEARING

HOUSE.

_
0

SETTLF.MI_NT

(_ ILtx_
Manchester,

187

AT

TIIE

CLEARING

ttOUSE-

ol- ENGLA,NI),

,,_i
Man, chester,

"!'o the Cashiers

ogthe

]Se 2leased

"f

BA._

to _Y_ZDI2'

o_" I:_aLAXD,
our

Account

the sum

"(_
The Aecou_t
ef Messrs.
_i ]l(t8 this evelli_lg
bF_z CItEDITED

wlth

the

Sura

i I, of

(.'lcari_ 9 L'ankcr_.

out of the _oney
!

at th_ Credit

cf ttff Accouter of

_'[eal'i*_g J.'a_,kcrs.

)

"

187

_

For

the Bank

of England.

Ii
{

There remains then on]y the question of the returned
cheques.
Even these do not require c_sh payment.
The balance at the close of the day is paid only provisionally, and those cheques which have to be dishonoured are returned within an hour to the bank
presenting them.
Unless the irregularities
be explained
away, or removect, fhe presenting
cashier then signs the
following form, No. 6, which is an ac_mwledgment
that
so much money too much was received by him at the
last clegzing.
This form is included by lhe bank dis-
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honouring the cheques, "in its out-clearing parcel, and
the matter
is rectified in the btdtmcc of the next
clearing.
_brm .Vo. 6.

_L_NCIIESTER

BASK

Mancheste'r,

CLEARING.

.............

Wc sltall Cre,_lit __

18
- ....

in _ex_ clea_'iw3, oi_2",'e_"e_zt_tiot_
_f this sli2, £ ...........
as be_ow_for u_l)aid chequeS.
I;'07.__

The settlement in the _[_nehester Clearing ttouse is
often effected in less time than it would t_ke to reM
Chis account of the method, and the work goes on with
noiseless e_se, strongly contrasting with the turmoil of
Che London House.
_o doubt, the amounts cleared _tre
compur_ti_;ely insig _nificant in Manchester, the .average
dully sums being, in the years 1872, 1873, and 1874,
respectively _o_'26,160, _287,150, and £247,930, or little
more than one-hundredth
part of the daily transactions
in the Lombard Street House.
The Manchester
Clearing House is managed by a
committee of bankers, of which the chief agent of the
Bank of England in Manchester is the chairman, and
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the superintendence
of the clearing work is conducted
by an official of the Bank of England.
Thus the
]3ank, while naturally taking precedence, harmoniously
co-operates with tile local bankers.
._¥w York Clcarb_g House.
The New York Clearing House was established in
October, 1853, and has become _ most important institution, embracing
59 banks, _s compared with 26 in
London, and settling transactions
hardly, if at all,
inferior in amount to those of the London house.
The
general method of settling the business is necessarily
much the same as that already described, but it seems
to be ha some respects better arranged than in London.
The work is carried on in a fine large Exchange I_oom,
and there is proper accommodation for the manager and
his clerks, insteM of the smM1 glass box in which the
inspectors sit in the Lombard Street room.
Each New York bank has one settling clerk in the
Exchange I1oom, besides _ messenger, who brings and
delivers the parcels of cheques and bills. The settling
clerks sit in a series of desks arranged iI1 an oval form
in the middle of the spacious room, ,_nd the exchanges
are effected by an equal number of messengers simultaneously
wM'tdng round the desks, delivering
the
parcels of "out-clearing,"
and receiving those of "inclearing," or as they are called in New York the Credit
,_nd Debit Exchanges.
An account of the institution will
be found in Gibbon's work on " The Banks of New

i

:

:
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York;" but the general method of procedure is so far
like that in England,
that I need not again enter
into tile details, which I have had no opportunity of
exn,min_ng in person.
Extcl_slon of the Clearing System.
Until within the last few years there existed only
two bankers' clearing houses, those of Lombard Street
and New York, but much progress has recently been
made in extending a similar system to other places, and
even to other branches of business.
The Manchester
Clearing House was established in July, 1872, and Newcastle has a similar establishment.
On the continent
only a single city has yet adopted the method.
In Paris
about eighteen
bankers have formed an association,
called a "Chambre des Compensations,"
which is located
in the l_lace de la Bourse, and balances the reciprocal
claims of these firms much in the manner of the English
clearing houses.
In France, Germany, and other continental countries the use of the banker's cheque is
much less developed than in England
and America.
In Germany a person wishing to remit a hundred
pounds will often collect the actual coins, seal them up
in _ bag with five seals, and register them at the postoffice. Thanks to the excellent system of government
Postcs existing in Germany, this method of remittance
is sufficiently safe. But it is evident that where the
monetary arrangements
of a count_T are of such a
kind there is no need of a clearing house.
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The method of ba]anclnge]ailns
needs by no means
to be restricted
to thebusinessof banking. As,indeed,
the monetary transactions
of any locality
come to a
focus in the banks, %he principal clearing will always
be in the hands of bankers.
]3ut wherever a set of
traders have numerous reciprocal claims, they may find
it desirable to set up their own clearing house.
As long
ago as 1842, it occurred to I_obert Stephenson
"rod
_[r. X. ]_forison, that the principle of %he City Clearing
House might be advantageously
applied to settling the
very complicated accounts _rising between the railway
companies, which have t/_rozif/h booking arrangements.
The work constantly carried on in the great house full of
accountants at Euston Square is vastly more complicated
and various than that of a bankers' clearing house;
but the final result is %o ascertain
how much each
railway company is indebted to each other one. The
balance due to or from each company
a transfer at the bankers.

is then paid by

Within the last twelve months an attempt has been
made, unsuccessfully
as yet, to introduce the general
use of cheques into Liverpool, where great sums of
money are constantly passing, especially in the cotton
market.
For reasons which it would be diificult to trace
out satisfactorily, the Liverpool merchants and bankers
have never adopted the use of cheques to the same
extent and in the Same way as in other commercial
towns.
]_Iany ih'ms in Liverpool still refuse _o receive
payment by cheques, and only a year or two ago it was
a common practice for a Manchester firm to send a clerk
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to Liverpool by railway with a bundle of bank-notes to
make payments.
At present, as I am informed, bank
bills payable at sight, _nd forwarded
by post, are
sabstituted for Bank of Engl_md notes.
A Liverpool stock or cotton broker, wanting to
make a payment, draws money out of his bank in
notes and gold, and his clerks carry it about the town.
Every evening a great number of small cash-boxes,
contMning large sums of money, are deposited at a
well-known silversmith's
shop, opposite the Town ]:tttll,
for safe custody during the night.
A great amount of
capitM is thus kept lying idle, and it is surprising that
the bankers do not secm'e this sum, as an addition to
their deposits, by removing every obstacle.
At present
the practice is to charge { or _ per cent. commission,
whereas the actual cost of the accountants'
work by
which the bank transfers are accomplished
is almost
nominal in regard to large transactions.
An importan_
extension of the clearing principle
was effected by the establishment,
in 1874, of the London Stock Exchange Clearing House, which undertakes
to dear, not sums of money, but quantities of stock.
As stock brokers settle their transactions
only once a
fortnight, or in consols once a month, it naturally
arises that, in the intervals, the same broker will
usually have bought the same -kind of stock for one
client and sold it for another.
The very same stock
may have passed through several different hands, _,nd
the same brokers may have had reciprocal dealings
with each other.
Instead, then, of actually making

282

_o_,_.

transfers of stock for each transaction,
and paying by
cheques which greatly swell the business of the Lombard
Street Clearing House on settling days, a plan has been
arranged, according to which each member of the Clearing House prepares a statement of the net amount of
each stock which he has to receive fl'om or deliver to each
other member.
The manager of the house, after _'erifying
these accounts, which should balance in the aggregate,
dfl'ects the debtor members to transfer
quantities of
stock to the creditor members in such a way as to close
all the transactions.
It will be noticed that, for pretty
obvious reasons, the transfers are made in the stock
exchange, directly from broker to broker, and not to the
manager of the Clearing House, as in banking transactions.
A separate clearing has, of com'se, to be
made in each kind of stock.
It. is found that the
quantities
actually transferred
do not exceed 10 per
cent. of the whole transactions
cleared, and the cheques
dra_m are diminished on settling days as much as ten
millions sterling.
Still more recently the Cotton Brokers' Association
of Liverpool, although unable to apply the system of
clearing as yet to theft" money transactions, have arranged
a clearing system for the settlement of business connected with sales of cotton "to arrive."
Under the new
arrangement the first seller and the last buyer come into
contact, and all intermediate business, which sometimes
occasioned much dispute and delay fl'om contracts involving many middle-men, will be, as it were, cancelled
by _he Clearing House.
The business, indeed, is being
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egended, so that all contracts, declarations, and payments will be effected through the agency of the association.
It may very well admif of question whether we ha_,e
at all reached the limit of the advantageous
application of the clearing principle.
From bankers' transactions it has been extended to railways, stock exchange,
and cotton brokers' business.
It is conceivable that any
other body of merchants, brokers, publishers, or others
who have frequent pecuniary claims upon each other,
might have a clearing meeting once or twice a week.
Suggestions to this effect have already been made, and I
am told that in the Glasgow iron market, a settlement
day for the clearing
establisl/ed.

of mutual

transactions

has been

Adva_ztages q/ the Chcq_w a_zd Cle(trS_g System.
Returning to the subject of the bankers' Clearing
Houses, it is to be remarked concerning the vast system
of relations which now exists between English banks,
that it has an'own spontaneously, uninvented, unauthorized by the legislature,
and only recognized by the
judges when firmly established as a matter of business
custom.
No Act of Parliament
has been passed to
facilitate the operations of clearing, and it is only by
an understanding
between the banks, that the presentation of cheques and bills through the Clearing IIouse, or
their settlement by the payment of a balance, is regarded
as legally valid.
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The advantages
of the system are e_ddently of
enormous magnitude.
All the larger payments are made
with a minimum of risk, loss of time, trouble, or use of
the precious metals.
_Vhile the cheque representing
a
payment is travelling
about the country, the money
which it is transferring is reposing in the vaults of some
bank, or rather, not being needed in the operation at all,
is lent or sent out of the country, so that its interest is
saved. We found in p. 165 that the loss of interest upon
the metallic money now circulating or stored up in the
United Kingdom, amounts to between foul" and five
millions ammal]y.
If payments
were now made by
coin only, many times as much metallic money would
be needed.
The secm'ity with which the payments are effected
IS also an element of importance.
Specie when transmitted in large sums, is Mways a temptation to thieves,
and has usually to be accompanied
by one or more
guards.
Through the agency of banks, whether by
crossed cheques or credit notes, the largest pa3]uents
may be made with almost absolute immunity from risk.
The cheques, bills, and other documents transferred in
the clearing houses are, as a general rule, so crossed or
endorsed as to be of no value to any one but the legal
owners, and in any ease are regarded by thieves as
"duffer," with which they dare not meddle.
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I_ is surprising
to find to _'hat an extent paper
documents have replaced coin "ts a medium of exchange
in some of the principal centres of business.
In the
Statistic_d Jo_r_t,1 for September, 1865, Sir J. Lubbock
published some particulars
concerning the business of
his bank during the last few days of 1864.
Transactions to the amount of £23,000,000
were effected
by the use of coin and documents, as shown in the
following
statement :PERCENT.
Cheques and Bills passed through
the Clearing
Cheques
and Bills not cleared
........
Bank of England
_Notes
..........
Coin
................
Coautry

l_ank-not

es

...........

IIouso

70"8
23'3
5'0
"G
"3
100 '0

The stuns of money paid in by town customers
amounted
to £19,000,000,
and when analysed gave
the following results :-I'EIt CENT.

Cheques
and Bills
............
Bank of England
Notes
..........
Country
Coin

Bank.notes
...........
................

96"8
2"2
"4_
"6
100'0

It is not for a moment to be supposed _hat these figures
represent the average use of coin in banking transactions. The proportional
amounts of different kinds of
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money and commercial
documents used in different
parts of the country, in different tra les, or in banks of
different size and character vary widely.
It is much to
be desired that bankers anal others who have the facts
before them should publish more copious information
on the subject.
In Manchester
the use of Bank of
England notes appears to be much more extensive than
in London.
Mr. tL H. Inglis Palgrave gave in the
Statistic(d Jo_erT_alfor March, 1873 (p. 86), an estimate
prepared for him by Mr. Langton, the Managing Director
of the Manchester and Salford Bank, of the proportion
of cash payments made in that bank.
It appears that
coin and notes formed 53 per cent. of the total turn-over
in 1859, 4-°.per cent. in 186_, and only 32 per cent. in
1872, so that a rapid decrease has been going on. But
we find that in 1872 the amount of notes was still
large, the turn-over of customers' accounts being thus
composed :-DEB. CENT.
Cheques,
Bills, ete ............
Bank-notes
..............
Coin
................

68
27
5
leo

I have endeavoured to form some notion of the comparative amounts of cheques and bills which are cleared
off at successive points in the organization of the banking system.
It is very desirable that we should learn
what proportion the transactions of the Clearing House
bear to the whole transactions
of the banks of the
kingdom.
There wolfld not be much difficulty in forming a fair estimate if we had from one or more banks
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in each of the principal
towns a statemen_of the comparativeamounts of cheques dealt with in _-arious
manners. According to informationkindly furnished
to me by the authorities
of one of the principal
banks
of Manchester,I findthat,duringthe months July to
October,
1874,thechequesand bills
on demand presented
on o1"tln'ough the bank were disposed of as follows :PERCENT.
Cheques pid
in Coin and
f)ounter ...............

Ban]_-notes over the
31"2

Cheques on Selves paid to Credlt of Aceoun_ . .
Cheques
presented
through
l[anehester
Clearing
House
...............
Cheques
and Bills
through
London
Cheques
on
the London
Cheques

on demand
on
Clearing
House

Country
Clearing

on Gotmtry

Bankers
House
Bankers

London
......

251
22"5

presented

presented
.........
presented

.

10"8
through
3"5

direct

.

.

3'6
100"0

Although considerable trouble has been spent in the
preparation
of this account, it seems doubtful whether
the items are complete and correct, and I give it more as
specimen of the kind of information which is much
wanted than as a reliable statement.
Cases to which the ClcarMg System is ina22Iicable.
It will now be sufficiently apparent that, so long as
trade is reciprocal, the cheque and clearing system c_n
arrange all exchanges without the use of coin.
The
values of goods are estimated and expressed in terms of
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gold, which acts as the common denominator
of value,
but metallic money ceases to be the medium of exchange.
The banking organization
affects what I have heard
Mr. W. Lang_on describe, as a restoratiolt of barter.
But it happens in some cases that transactions
are not
reciprocal, and cannot be made to balance.
In certain
trades there is a permanent
set of the goods in one
direction.
In the Manchester cotton trade, for instance,
the manufactm-ers in purchasing cotton from the Liverpool merchants,
pay with cash or short eredits.
The
goods when completed are often shipped again at Liverpool for foreign consi_mnees at long credits, but are not
generally purchased by the Liverpool merchants.
Consequently, while the _Ianchester manufacturer
owes the
Liverpool
merchant
for ¢he whole cost of the raw
material, and for the shipping charges and fl'eight upon
the goods sent abroad, there arc no equivalent claims of
Manchester merchants
against Liverpool.
The foreigzl
consignees of the goods pay for them by bills upon
London.
Now if the _ianchester
mannfactm-ers
held
theh- funds hl Manchester, and the Liverpool merchants
theh- funds in Liverpool, there would ]]ave to be a constant current of money irom London to _lanchester, and
from Manchester to Liverpool, whence it would go abroad
to pay for the raw material.
This inconvenient
state
of things is remedied to a certain extent, as we shall see
in Chapter XXIII., by making London the head-quallers
and clearing house both of home and foreign transactions.
]3ut there is always a liability that claims expressed
in metallic money, and actually capable of being de-
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manded in that shape at the option of the owner, will
sometimes be pressed.
In certain states of trade, or
under certain contingent circumstances,
the holders of
cheques requh'e gold, and bankers who have become
accustomed
to consider
metallic reserves as almost
superfluous,
find themselves
suddenly in a difficult
position.
Such, as we shall see in Chapter XXIV., is
the real cause of the present instability of the English
_noney market.

.
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CHAPTER
THE

CHEQU_

XXIL
_ANK.

T_E Cheque and Clearing System, so far as we have
hitherto
considered it, is mainly restricted
to the
arrangement
of considerable
payments.
No one can
enjoy its advantages unless he keeps a banking account,
and for this pro'pose he must be able to command a
certain sum of money, and must have a sufficiently good
position and credit to be entrusted by a banker with a
" cheque book. The result is that the larger part of the
population is entirely outside the banking system, and
must either
use coin, postage stamps, or post-otIice
orders in making payments.
A very ingenious attempt is now being made to
extend the area of ban -ldng to the masses by the institution of the Cheque Bank.
When preparing
materials
for this book, I _,as so much struck by the way in which
this new bank seems to be adapted to complete the
cheque and clearing system in a downward direction,
thai I applied to _Ir. James Hertz, the able inventor oi
the scheme, for information upon the subject, and have
been enabled to inquire minutely into it.
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The weak point of the present ordinary cheque book
is, that a person once getting a book full of blank
cheques, can fill them up for any amounts, irrespective
of the balance against which they are supposefl to be
drawn.
Ilere is an opening for easy fraud, if cheques
were generally received from strangers without inqufl'y.
The Cheque Bank proceeds on the new principle of
issuing cheques which can be filled up only to limited
amounts, as shown by printed and indelible perforated
no%ices upon the forms.
These cheques, too, are only
to be had in exchange for the utmost sum t'o1"which
they can be drawn, which sum is retained as a deposit
until each corresponding cheque has been presented.
It
follows that each cheque, when duly filled up and signed
by the owner, isas good as a bank-note issued against a
documentary reserve.
It is true that cheque books or
forms may be lost or purloined, and then fraudulently
si_m_aedand issued;
but, being drawn to order and
crossed, these documents are very dangerous to meddle
with in a criminal manner, and, in the only instance
in which fraud has yet been attempted, sMft punishment
followed.
Relation of the ChcTle Ba_k to other BaTzks.
We have

seen how much

has

been

accomplished

by establishing relations between banks, as branches,
agents, or correspondents
of each other.
The Cheque
Bank carries out a similar system to the utmost extent
by establishing

relations

with almost

all the banks

of
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the United King(tom, as well as with most foreign
banks of importance.
Already 984 English, Irish, or
Scotch banks, have entered into relations
with the
Cheque Bank, and 596 colonial or foreign banks cash
the cheques.
One advantage
of this arrangement
is,
that the sphere of the cheque system can be greatly
extended without any equal increase of trouble and
risk. Whenever a bank opens a new account with an
individual, that account has to be kept apart in the
ledger, and constantly watched.
But a bank can sell
Cheque Bank cheques to any amount, without opening
separate accounts with the purchasers,
and may also
pay such clieques _'hen presented without risk.
The
Cheque Bank thus aims at becoming a gn'eat institution of accountants, operating for the most palt through
other banks, but relieving them of much of the risk and
trouble of small transactions.
The Bank of England is
a bankers' bank in the sense that it holds the reserves
of other banks, and makes those final payments of cash
which close the general balance of transactions.
The
Cheque Bank seems to be a bankers' bank in the
opposite sense of ma'ldng deposits in all other banks
and employing them as agents.
A peculiar feature of the Cheque Bank is that it
enth'ely abstains from using, or even holding, the money
deposited.
All money received for cheque books is let%
in the hands of the bankers, through whom they are
issued, or transferred to oflmr bankers, as may be needed
for meeting the cheques presented.
The interest paid
by these bankers will be the source of profit, and as the
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money thus lies in the care of the most wealthy and
reputable firms in the kingdom, it could not be lost in
any appreciable quantity, except by the break-down of
the whole banking system of the country.
It would
hardly be true to say that these cheques correspond
to notes issued on the deposit of government funds,
because each agent-bank can use at its o_nl discretion
the portion of the funds of the Cheque Bank in its
possession.
Nevertheless, as the portion in the hands of
any one bank will usually be a small fraction of the
whole, and there is, moreover, a guarantee fund of consols
in the background, the system of issue is more closely
analogous to that of _ documentary
reserve than any
other.
The Cheque 13aJzk as a Mo_etary

Agent.

The Cheque Bank appears to aim at becoming the
medium for the accomplishment
of an immense mass of
small payments.
Small pensions and annuities, small
dividends, small disbursements
by officers of departments, by agents, clerks, or even domestic servants are
made through it. A book of the Cheque Bank cheques
can be safely trusted to almost any servant or agent who
can write, and the cheque when presented forms a record
of the way in which he has applied the money.
No one
can venture in like manner to give signed blank cheques
to a servant, as they may be filled up for unlimited
amounts, and the Cheque Bank cheques are evidently
better than a sum of metallic money, which may be more
readily misapplied,

purloined,

or lost.
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of such cheques finds them one of the

most convenient possible forms of remittance, because they
will be cashed by almost any banker, and will therefore
be received as cash by any person who has acquired sufficient knowledge of their natm'e.
Thus the Cheque Bank
seems to be capable of replacing with great advantage
the money-order system of the English Post-Office.
To procure a post-office order it is requisite to apply at
an office and wait while certain forms are being filled up.
A definite office of payment must be selected, and the
receiver of the order can obtain payment, as a general
rule, only by applying personally at the office, and giving
the name of the sender.
Even if a person cannot afford
to pro'chase a book of Cheque Bank cheques, he can, in
towns where agencies are established for the purpose,
buy single cheques filled up for any odd sum with less
formality than at the post-office, and these cheques are
payable not at one office, but at almost any bank in the
United Kingdom and in most foreign towns.
They can
afterwards be restricted in payment, if desh-ed, to any
particular bank. The cost of remittance by cheques will
on the average be lowei- than by money orders, since the
Post-Office makes charges for inland orders, increasing
from ld. for sums under los. to ls. for a £10 order,
with much higher charges for orders to be paid in
certain colonies or foreign countries.
The Cheque Bank
cheque costs only one penny and one-fifth of a penny in
excess of the sum remitted, and of this charge the penny
is for the government
stamp duty and represents so
much public revenue.
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The government can have no reason for opposing the
Cheque Bank, because if successful it must earn for the
Chancellor of the Exchequer
a large annual revenue.
The money-order system, on the other hand, in spite of
the higher charges, is understood to yield no profit, and is
rather u burden upon the department.
It is said that
the issue of every money order involves the filling up of
eight or nine forms, and the amount of labour rendered
requisite swallows up the revenue.
It is a very stri'ldng
instance of the comparative
inefficiency of government
industry, except in special eases, that a single banking
company can bring into use a form of remittance available in all parts of the world, and far cheaper than postoIfiee orders, and yet pay duty upon their transactions.
The Cheque Bank also aims at becomhlg a collecting
as well as a paying agency.
Any public institution
needing to collect a subscription, for instance, has only to
procm'e a "paying-in"
form, or credit note, and the sum
inserted therein will be received by any of the numerous
banks in relation.
Thus small debts and subscriptions
may be readily collected without trouble or expense in
any part of the country.
-Payment of Wages by Cheques.
The managers of the Cheque Bank hope to substitute
theh" cheques for the coin now used by manufacturers
in payment of wages. If this could be accomplished it
would be convenient rather than otherwise to bankers,
who are weekly called upon to furnish large sums in gold
14
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and silver coin, and have the trouble and cost of holding and counting a sufficient stock. Now, if a master in
paying his men presented them with small cheques, or,
perhaps better still, with cheques for even sums, and the
balance in silver, the cheques would be cashed by shopkeepers, and would be deposited by them in the banks,
or might even be bought back in large sums by the
masters for fm'ther use. It was a_ one time the practice
of great railway contractors to issue tally checks in the
form of one, _wo, or five-shilling cards, which were paid
to their workmen, and circulated among the publicans
and h'adesmen of the neighbom.hood, until taken back
by the contractor
in wholesale.
Such cheques constituted true representative
money, but would be of
doubtful legality.
The Cheque Bank cheques might
serve the same pro'pose, and have been declared legal,
but it is yet very doubtful how far _he _holesome
practice of immediately
presenting
ordinary cheques
will stand in the way of fhe continued circulation
of
other cheques, for which there is no need of immediate
presentation.
Time after time we have found that habit
and custom exercise an immense and very unmanageable
influence in monetary affairs, and it will probably take
a long time to teach the public to look upon a cheque as
a safe document to keep.
The Cheque Bank as a Savings Banl;.
Already the Cheque Bank serves as a savings bank
into which persons may put surplus money for security,
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receiving as an acknowledgment
the cheque forms by
which it can be drawn out or paid away with ease. No
interest, however, is paid on such deposits.
It seemsto
me, however, that the bank, if successful in its present
aims, might readily become the 1host admirable
of
savings banks.
Instead of issuing cheques payable at
any moment, it might issue through
its agent-banks,
deposit receipts, bills, or, what comes to much the same
thing, post-dated cheques, the interest to be paid at the
time of deposit as a discount at the rate of fi or 2½per
cent.
This receipt could be retained, transferred by endorsement, or again discounted by the Cheque Bank. If
retained until matin'try it would become payable like a
cheque at any bank in relation with the Cheque Bank.
The money deposited in this way might be invested in
consols at 8_ per cent., and the cost of the documents
and accountants'
work, being elight, might leave a f_h"
margin of profit.
The Post-Office Savings Bank system as established
by X_Ir. Gladstone is an admirable institution;
it has
been very successful, and has done great service in
increasing providence.
But it is troublesome and costly
in working, and leaves no profit to the state.
Ah'eady
the Scotch banks serve almost in the capacity of savings
banks by receiving small fixed deposits; and it is well
worthy of consideration whether, by the assistance of the
Cheque Bank, almost all the English banks might not
be converted into saxings banks, to the advantage of
every one.
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I have thought it quite suitable to this book to
c,nter somewhat minutely into the actual and possible
work (]one by the Cheque Bank, because, if successful,
the institution
opens an indefinite sphere for financial
improvement.
The institution is, indeed, at present
mere experiment, undertaken at the risk of shareholders,
and it can only succeed by offering conveniences to the
public and the body of bankers.
It may succeed in
some of its schemes, and not in others, but in any case
it will tend to replace coin paynients by cheque payments, to be balanced off in the general London clearing.
The profits of the bank depend upon the very small
charge of _ of a penny for each cheque, and the interest
on deposits. The amount of deposits remaining un_'awn
depends upon three circumstances : (1) the time before
the cheque is utilized; (2) the time it is in ch-eulation,
or travelling about, and(3) the difference between the
sum &-awn and that deposited.
The average duration
of circulation, I am informed, was lately ten days, but
many cheques have already been out a year.
I should acld that, in describing with some detail the
operations
of the Cheque Bank, I have no interest in
the success of the institution
other than a strictly
scientific interest.
In any case it is a most ingenious
innovation, and if successful cannot fail to benefit the
community in u high degree, adding a new feature to a
b_nking system already wonderfully organized.

CHAPTER
FOREIGN

BILLS

XXIII.
OF EXCHANGE.

I_" early times foreign trade consisted in the direct
exchange of commodities.
A caravan set out with a
variety of manufactured
articles, across the deserts oI
Arabia or Sahara, and came back with the ivory, spices,
and other valuable raw produce obtained by barter.
In later times the merchant loaded his own ship and
sent her forth on an adventm'e, trusting that his shipmaster would sell the cargo to advantage,
and, with
the proceeds, bring back another cargo to be sold to
gn'eat profit at home.
Trade was thus evidently reciproeal, and what was sent out paid for what was brought
back, so that liRle or no money was kept idle in the
mean time.
Wherever this direct reciprocal exchange did not exist
it was necessary either to _ransmit metallic money, or to
devise some mode of transferring debts.
Now the transmission of money not only causes the loss of interest
during the interval of transit, but leads to the expense
of guarding it, and the liabiliiy of total loss. hfany
centuries ago, accordingly, it was discovered tliat the
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use of paper documents
gether render needless,
foreign trade.

would economize, if not altothe use of metallic money in

Origin and Z_t_re of .Bills of _xchange.
Even the Romans appear to have been acquainted in
a slight degree with the system of foreign bills of exchange ; but it is to the early Italian, and especially tile
Jewish merchants, that we owe the development of ¢he
practice.
The history of the subject is buried in much
ohsem'ity, but there is evidence that, as early as the
fourteenth
century, the use of bills of exchange was
fully established.
The forms of the hills, and the laws
and customs relating to them, were then much the same
as in the present day.
A bill is nothing but an order _o pay money addressed
by the ch'awer to the ch-awee, or person on whom it
is (h'awn, specifying the amount to be paid, the time
of payment, aml the person to whom it is to be paid.
Whenever a bill is drawn, it is to be presumed that a deh_
is due from the (h'awec _o the ch'awer. When presented
to the ch-awee and accepted by him, this acceptance is
an ac'lmowled_ment of the existence of the debt.
The
bill, although drawn in favour of a particular person, is
transferable by endorsement, and thus represents a negotiable claim to receive money at a future date in a distant
counfry.
Hence i_ is capable of being transmitted in
discharge of another debt of equal amount.
England

buys

every

year

from

America

a

great
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quantity of cotton, corn, pork, and many other articles.
America at the same time buys from England iron,
linen, silk, and other manufactured
goods. It would be
obviously absm'd that a double era'rent of specie should
be passing across the Atlantic Ocean in payment for
these goods, when the intervention
of a few paper
ae-lmowledgments of debt will enable the goods passing
in one dh.ection to pay for those going in the opposite
dfl'eetion.
The American merchant who has shipped
cotton to England can draw a bill upon the consignee to
an amount not exceeding the vMue of the cotton.
Selling
this bill in New York to a party who has imported iron
fl'om England to an equivalent amount, it _ill be transmitted by post to the English creditor, presented
for
acceptance to the English debtor, and one payment of
cash on matin'try will close the whole eircte of transactions. Money intervenes twice over, indeed, once when
the bill is sold in New York, once _'hen it is finally
cancelled in England;
but it is evident that payment
between two parties in one town is substituted for payment across the whole breadth of the Atlantic. Moreover,
the payments may be effeeted by the use of cheques, or
the bills when due may themselves be presented through
the Clearing House, and balanced off against other bills
and cheques.
Thus the use of metallic money seems to
be rendered almost superfluous, and, so long as there is
no great distm'bance in the balance of exports and
imports, foreign trade is restored to a system of_perfected
barter.
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It is an unnatural supposRion that every importer of
goods will meet with an exporter of goods to the same
amount, so theft two transactions
will exactly balance
each other.
]3ut there are many merchants in Liverpool
indebted to American merchants, and many American
merchants indebted to others in Liverpool.
_enee there
will be a continual supply of bills of various amounts,
and a continual
demand, and it becomes a profitable
business for certain houses to deal in the bills, purchasing bills fl'om _hose who can draw and selling to
those who wish to remit.
Large firms of merchants often have houses both in
America and in England, or a firm in one eomltry has
agents or correspondents
in the other wRh whom they
keep a running account.
Not mlcommonly, the very
same firm may be both importing and exporting, so that
a direct balancing of their accomats will be so ft_r effccted.
The remaining balance need only be paid fl'om time to
time as opportunity offers.
Thus, in foreign as in home
trade, book credit serves in a great degree to economize
the use of money.
Only when there is a derangement of
the balance of trade, and one country owes to another a
preponderating
debt of large amount, need specie be
transmitted.
It is out of the question that I should, in this small
treatise, attempt to enter into the intricacies
of the
Foreign
Exchanges,
which have been so admirably
treated by Mr. Ooschen, in his "Theory of the Forei_
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Exchanges."
The general principle of file subject is,
that bills of exchange drawn on any particular
place
constitute a new kind of article, subject _o the laws
of supply and demand.
Any circumstance
diminishing
the supply, or increasing the demand, raises the price
of such bills, and vice vcrsd. The price being raised,
there is additional profit on any transaction which allows
a new supply of bills to be drawn.
The export of any
kind of goods in greater quantities tends to restore the
balance, but, if requisite, coin or bullion can be sent at
a certain cost, and bills drawn against it. Thus the cost
of transmitting
specie is tlle limit to the premium on
bills.
Gold and silver being everywhere considered
a desirable possession, and being also very portable,
form, as remarked at the outset, the natural currency
between nation and nation.
If a country were to be
absolutely denuded of specie, and had foreign debts to
pay, forced exportation and sale of the next most generally desirable and portable commodity would be the
only resource, and the premium on bills might vary
to almost any extent from par.
Thus it is seen that,
in an economicalpointof view,gold and silverdiffer
from othermerchandisenot in kindbutin deg'ree.
Tire IKorl3's ClectrM$ IIo_se.
I%migh_ seem %ha_in the use of cheques in%rnally,
and of bills of exchange in foreign trade, we have
reached the climax in the economy of metallic money;
but there is yet one further step to make.
We found
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that so long as all the merchants of a town keep their
cash with the same banker, they have no need to handle
the money at all, but can make payments by transfers
in the books of their banker.
Let us imagine, then,
that merchants all over the world agreed to keep their
principal accounts with the bankers of any one great
commercial town.
All theft" mutual transactions
could
then be settled among those bankers.
An approximation
to such a state of things exists in the tendency to make
London the monetary head-quarters
of the commercial
world, and the general clearing house of international
transactions.
All that is needed to secm'e economy of money is
centralization
of transactions, so that there may be the
wider scope for the balancing of claims.
]3efore the
elaborate system of English provincial banldng grew up,
considerable
economy was effected by the practice of
"drawing upon London."
In every country totem many
persons wanted to transmit money to London, and others
wanted to draw money fl'om the same place.
To vast
private trading transactions with the capital and principal commercial towns was added the whole of the payments connected with the collection and expenditure of
the public revenue.
In each country town some prominent trader discovered that profit was to be made by
selling bills on London to those who wished to remit,
and buying with the proceeds the bills of those who
had claims upon banks or firms in London.
The capital
_hus becoming the monetary centre, it was often convenient to make payments to other towns by bills upon
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London.
Each person wanting to remit was more
likely to get a bill upon London with ease than upon
any other place, and it was likely that the creditor
would prefer such a bill to one upon a town with which
he had no relations.
It is obvious that if every important trader in England kept his principal cash with a
city banker, the use of bills on London would have
enabled all the eommereiM transactions of England to
be centred in, and cleared through the books of these
bankers and the Clearing House.
Centralization

of FMa72c2al Transactions

in London.

There is a similar advantage in centralizing
foreigm
transactions in London.
In the absence of any general
centre each two commercial towns must settle their
mutual transactions directly and separately.
A merchant
will be receiving bills upon the bankers and merchants
of many other towns.
There is a double inconvenience
in this.
The supply and demand for bills upon comparatively
small places must be comparatively
small
and variable, and the bills will be drawn upon minor
fit'ms, of the soundness of which it will not be easy to
ge_ satisfactory
information.
Many fn'ms, too, in the
present day have houses in several parts of _he world,
and it would be more eonvenien_ tha_ their mutual
transactions
should be brough_ to a centre somewhere,
just as the transactions
of branch banks are brought to
a centre in the head office. Thus there arises a tendency
to prefer bills ch'awn upon well-known London banks,
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grea_ London firms, whose credit is -known
the world, and ceteris _rib_s,
such bills

will command a readier acceptance in the exchange
market.
Persons having to draw bills will get a better
price if they can draw upon London, which they can do
by opening an account with a London firm, and arranging that remittances
due to them shall be deposited to
theh- credit in London. It comes to pass that a raerchant
in America, Australia, or India, will prefer to receive
money in London rather than anywhere else. Everyone wishing to remit money can then do so in the form
of a bill upon the holders of these funds in London, and
the flmd will be recruited from time to time by similar
bills received and transmitted to London for collection.
This tendency to the centralization
of financial
business in London is much promoted by the fact that
the largest mass of cheap loanable capital exists there.
The general rate of interest in l_ew York is at least 2
per cent. higher than in London, so that a trader who
has credit enough to obtain loans in London, will make
a profit by borrowing there rather than in New York.
Thus, instead of first depositing money in London, and
afterwards
drawing
against it, the more usual and
profitable form of the transaction
is to get a credit
there, that is, leave to draw against a banker, making
subsequent remittances
to recoup the banker accepting
and paying the bills.
As regards continental
trade,
Paris, ]_erlin, ¥ienna, ttambm.g, and Amsterdam are of
course highly important centres, but recent wars have
occasioned a considerable transfer of financial business
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tO London.
l_[oreover, the great foreign trade of England, reaching into every quarter of the globe, and the
many distant colonies and dependencies which naturally
have fimmcia] relations with the capital of the empire,
tend to give London a unique position.
l_e1_resentation of Ibre;f/n
BaMccrs in London.
The result of this centralization
of banking transactions in London, is that colonial and foreign bankers
find it very desirable to have agents, or even head
offices in London.
At the present time there are no
less than 60 important colonial and foreign banks which
have their own London offices or houses.
These include
the principal Australian,
New Zealand, and Indian
banks, and a number of minor banks, established by
English capitalists to cultivate the trade of the minor
states of Em'ope, South America, China, and the East.
In addition %o the above 60 banks, there are fully 1000
forei_] and eoloniM banking houses in correspondence
with London bankers, so that almost every town in the
world which can maintain a bank at all, has the means
of correspondence
with some member of the London
banking system. The foreigna bankers vary greatly in the
importance
of their I ransactions,
and some of them
would, according
_o English
ideas, be considered
merchants rather than bankers; but, in the aggregate,
theh" transactions
must be exceedingly large.
It must
almost inevitably follow that transfers of money will be
more and more made through London.
Just as this
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cityiS the link of connectionbetween each English
country banker and each other one, so it may, and
probably will by degrees, become the link between the
most distant parts of the world. ]_ut the greater becomes
the profitable bm'den of financial business thro_-n upon
Lombard Street and Threadneed]e
Street, the more it
behoves us to take care that our cun-ency system is
maintained
upon the soundest possible basis.
It is
requisite, too, that our bankers, financiers, and merchants should regulate their operations with a thorough
comprehension
of the immense system in which they
play a part, and the risks of derangement
and failure
which they encounter by over-severe eompetition.
No
one doubts that alarming symptoms have during recent
years presented themselves in the London money market.
There is a %ndeney to frequent severe scarcities of loanable capital, causing sudden variations
of the rate ot
interest almost unknown thirty years ago. I will therefore in the new chapter offer a few remarks intended
to show that this is an evil natm-ally resulting fl'om the
excessive economy of the precious metals, which the
increasing perfection of ore- banking system allows to
be practised, but which may be caa'ried too far and lead
_o extreme disaster.

CIIAPTEP_ XXIV.
THE

BANK OF ENGLAND

AND THE MONEY MARKET.

WE commenced the study of money with the barter of
ordinary commodities, and money appeared in the first
place as some common commodity handed about as a
medium of exchange.
By degrees, hoax-ever, the subject
assumed a gTeater and greater degree of complexity.
The metMs took the place of o*&er commodities as
em'reney, and delicate considerations
began to enter
concerning token and standard coins.
From metallic
representative money, we passed to paper representative
money, and finally discovered that, by the cheque and
clearing system, mei Mlic money was almost eliminated
from the internal exchanges of the country.
Pecuniary
transactions now present themselves in the form of a
room full of accountants,
hastily adding up sums of
money.
But we must never forget that all the figures
in the books of a bank represent gold, and every creditor
can demand the payment of the metal.
In the ordinary
state of trade no one cares to embarrass himself with a
quantity of precious metal, which is both safer and more
available in {he vaults of a bank.
But in international
trade, gold and silver are still the media by which

310

_om_y.

balances of indebtedness
must be paid, and serious
consequences may arise from any disproportion between
the amount of transactions
carried on, and the basis of
gold upon which they arc settled.
,Expa_zsion of Tradv.
No one doubts that in the last thirty years there has
been an immense expansion in the trade of this and
most other countries.
If, as is very commonly done, we
take the foreign trade as a test of the general advance of
industry, we find that the total declared real value of
British and Irish produce exported from the United
Kingdom was, in 1846, about 58 millions sterling.
In
1866 it amounted to 189 millions, or more than three
times as much.
In the mean time the bank-note circulation had remained
almost unchanged,
and such
alteration as there was, consisted in a decrease.
The
total circulation
of bank-notes,
English,
Scotch, and
h'ish, was, in 1846, 39 millions, and in 1866, 38½ millions.
I believe, however, that the best test of the progress of
trade, both internal and external, is fm'nished by the
out-put of coal, the mainspring of our wealth.
Now, in
1854 the total quantity of coal raised was about 65
millions of tons, and the note cm'rency 38 millions ; in
1866 the coal raised had increased to 101½ millions of
tons, or by 56 per cent., while the note currency still
remained almost as before, namely," 38_
_ millions.
:Between 1866 and 1874, indeed, there was a remarkable
increase in the circulation, the amount of which rose to
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£43,912,000,
or by 14 per cent., but the production
of coal had in the mean time risen to 127 T_fillions, an
increase, compared with 1854, of 95 per cent.
Contpctit_on of l_ankcrs.
It is quite apparent, therefore, that the tendency is
to carry on a greater and greater trade upon an amount
of metallic currency which does not grow in anything,
like the same proportion.
The system of bankfllg, too,
grows more perfect in the sense of increasing
the
economy with which money is used.
The competition
of many great banks, leads them to transact the largest
possible business with the smallest reserves which they
can ve_tm'e to retain.
Some of these banks pay dividends of fl'om 20 to 25 per cent, which can only be
possible by using large deposits in a very fearless manner.
Even the reserves consist not so much of actual coins or
ban]x-notes in the vaults, as of money employed at call
in the Stock Exchange, or deposited in the Bank of
England, which again lends the deposits out to a certain
extent.
Now the larger the trade which is carried on, the
larger will be the occasional demand for gold to make
foreign payments;
and if the stock of gold kept in
London be growing comparatively smaller and smaller,
the greater will be the difficulty in meeting the demand
fl-om time to time.
Such is, I believe, the whole secret ot
the growing instability and delicacy of the money marke_
in this cotmtry.
There is a larger and larger quantity of
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claims for gold, and comparatively
less gold to meet
them, so _hi_t every now and then there is a natural
difficulty in pa3dng claims, and the rate of interest has
to be suddenly raised to induce those who have gold to
lend it, or to induce those who were demanding it to
forego their claims for a time.
Most people, it is true,
attribute all these troubles, either to the much-abused
gentlemen who meet wee -tdy in the parlour of the Bank
of England, or to Sir llobert Peel, who established the
note issue of the Bank upon the 1)atrial deposit system
ah'eady described (p. 222).
The l?>ank Charter Act of 1844.
At all times,during the last two hundred years, there
has been some currency topic upon the anvil.
In early
days it was the scarcity of silver coin, the South Sea
Bubble, or the price of the guinea.
Later on came the
restriction of specie payments, the bullion report, the
one-pound note question, and the joint stock banks.
Since 1844, however, all currency theorists have concentrated theh- attentions
upon the Bank Charter Act of
that year, and, while endlessly differing about the nature
of the remedy, have been unanimous in attributing all
"ldnds of evils to a settlement of our currency, which I
believe to be a monument of sound and skilful financial
legislation.
The Acts of 1844 and 1845 placed a fixed limit upon
the amount of notes which can in this country be issued
without an equal deposit of gold. At present (April,
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1875) the Bank of England can issue, without gold, fifteen
millions; the private and joint stock banks of England
are individually restricted to fixed amounts, which, added
together, make about _6,460,000, while the Scotch banks
can, in a similar manner, issue notes to the amount
of _2,750,000, and the Irish banks to the amount of
_6,350,000, making
in all about 30.} millions.
In
addition to this the Bank of England, and the Scotch
and Irish banks, can issue as many more notes as they
have deposits of bullion or coin; and in the year 1874,
the extra amount thus issued was about 14½ millions.
Let it be never forgotten, that no restriction is thus
placed upon the sum total of the currency of the
country;
for the original legal tender of the country
is the coined sovereign of 1:23"'274 grains of gold, and
every one who has the gold can readily turn it into
sovereigms.
The objectors to the Bank Charter Act
m'ge that we want more currency, but they cannot really
mean more metallic currency.
_Ve must not look to
changes in the taw to increase the amount of specie in
the country, and, as I have remarked, any one can get
sovereigns.if he has the needful gold. This metal, again,
is only to be had, in the absence of gold mines, by that
state of foreign trade which brings it, and does not drain
it away again.
The principal cm'rency, in shoi¢, must
be regarded as a commodity, tlie supply of which is to
be left to the natm'_l action of the laws of supply and
demand.
The unrestricted issue of pgper representative notes produces an artificial interference with these
natural conditions.
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What

the currency theorists

School.
want, then, is not more

gold, but more promises to pay gold.
The Free-bankin_
School especially argue that it is among the elementary
rights of an individual to make promises, and that each
banker should be allowed to issue as many notes as he
can get his customers to take, keeping such a reserve oi
metallic money, as he thinks, in his own private discretion, sufficient to enable him to redeem his promises.
But this fi'ee issue of paper representative
money does
not at all meet the difficulty of the money market, which
is a want of gold, not of paper; on the contrary, an
unlimited issue of paper would tend to reduce the already
narrow margin of gold upon which we erect an enormous
system of trade.
Here we reach the critical point of the
whole theory of currency.
There is also a school of
cnrrency writers, formerly represented
in England by
Ricardo and Tooke, who hold that it is impossible to
over-issue convertible paper money.
Az'guments to this
effect have been recently urged with great ability by Mr.
P_. H. Inglis Palgrave, in his work entitled " Notes on
Banking,"
and his wide acquaintance
with the subjecl
should lend much force to his opinions.
But there is, to
my mind, an evident flaw in their position.
t)ossibility
When

of Over-issue.

prices are at a cel*[ain level, and trade in a

quiescent state, a single banker is, no doubt, unable to put
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into circulation more than a certain quantity of banknotes.
He cannot produce a greater effect upon the
whole cm'rency than a single purchaser can by his sales
or purchases produce upon the market for corn or cotton.
But a number of bankers, all trying to issue additional
notes, resemble a number of merchants offering to sell
corn for fut_u'e delivery, and the value of gold will be
affected as the price of corn certainly is. We are too
much accustomed to look upon the value of gold as a
fixed datum line in commerce; but, in reality, it is a
very variable thing.
The tables of prices analysed by
me in the Statistical Journal for June, 1865, show that
between 1822 and 1825 there was an average rise of
prices to the amount of 17 per cent. ; and between 1844
and 1847, and 1852 and 1857, the average rises were
respectively 13 and 81 per cent.
Such variations of
prices mean that the value of gold is itself altered in
the inverse ratio; and these variations
are produced
mainly by extensions of credit.
Every one who promises to pay gold on a future day, thereby increases the
':nticipated supply of gold, and there is no limit to the
amount of gold which can thus be thrown upon the
market.
Every one who th'aws a bill or issues a note,
unconsciously
acts as a "bear"
upon the gold market.
Everything
goes well, and apparent prosperity
falls
upon the whole community, so long as these promises
to pay gold can be redeemed or replaced by new promises. But the rise of prices thus produced tm'ns the
foreign exchanges against the country, and creates a
balance of indebtedness which must be paid in gold.
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The basis of the whole fabric of credit slips away, and
produces that sudden collapse known as a commercial
crisis.
Now, what is true of credit generally, is still more true
of the special form of credit involved in bank promissory
notes.
These pro'port to be payable in gold coin on
demand, so that they are taken by every one as equivalent to the coin. Even bills of exchange can be paid in
notes, and as regards internal trade, no difficulty would
be felt in maintaining credit so long as promises to pay
gold circulate instead of gold. But foreigners will not
hold such promises on the same footing; and, if the exchanges are against us, the metallic, not the paper, part
of the currency will go abroad.
It is at this moment
tha_ bankers will find no difficulty in expanding thehissues, because many persons have claims to meet in
gold, and the notes are regarded as gold. The notes
will thus conveniently fill up the void occasioned by the
exportation of specie ; prices will be kept up, prosperity
will continue, the balance of forei_n trade will be still
against us, and the game of replacing gold by promises
will go on to an unlimited extent, until it becomes
actually impossible to find more gold to make necessary
payments abroad.
Professor Cliffe Leslie, writing in Macmillan's Magazine for August, 1864, correctly pointed out, as I think,
that speculative credit often raises prices for a time
above their natm'al range.
I_epresentativo
credit, on
the other hand, by which I suppose he means notes
issued against the actual deposit of metal, obviously
forms no augmentation
of the currency, and can have
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no effect
in raisingpricesabove the le_'el
which would
exist under a pro'ely metallic system.
The actual exhaustion of the bullion of a country is no
mere ideal event, for it is what occurred in this comltry
in 1839, under the fi'ee system of note issue.
The
Bank of England had parted with almost the whole oi
its bullion aml was only saved from bankruptcy by the
ignominious expedient of a large loan ft'om the Bank
of France.
The narrow limits of this book evidently
restrict me fa'om entering into historical and statistical
illustrations, but it may be said, that tile collapse which
followed the crisis of 1839 induced se_'er_r distress and
depression of trade than has ever since been known in
this country.
We now carry on industry and commerce
many times _'eater than in 1839, and there is nothing te
indicate that either the bank dh'ectors or tile commercial
classes are more cautious or farseeing than they then
were. On the contrary, competition,
speculation, and
_he bold erection of the widest affairs upon the narrowest
basis of real capital is more common than ever. Knowing as we do the vel_y narrow margin of real metal
upon which our many great banks conduct theh" business, it is impossible to entertain
for a moment the
notion of allowing the paper currency of the country to
rest upon the discretionary reserves of such coml)eting
bankers.
The .Right of Coining _ank

Notes.

According to the view which I adopt, the issue of
noCes is more analogous to t_heroyM function of cohmge
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than to the ordinary commercial operation of drawing
bills. We ought to talk of coining notes, as John Law did ;
for though the design is impressed on paper instead of
metal, the function of the note is exactly the same as
that of a representative
token.
As to the right to issue
promises, it no more exists than the right to establish
private mints.
For our present purposes that alone is
right which the le_slatm.e
declares to be expedient to
the community at large.
As almost every one has long
agreed to place the coinage of money in the hands of the
executive government,
so I believe that the issue of
paper representative
money should continue to be practically in the hands of the government, or its agents acting
under the strictest legislative control,
kl. Wolowski, in
his admirable works on banking, has maintained that the
issue of notes is a function distinct from the ordinary
operations of a banker; and Mr. Gladstone has allowed
that the distinction is a wholesome
and vital one.
Bankers enjoy the utmost degree of fi'eedom in this
country at present, in every other point, so that it is
wholly a confusion of ideas to speak of the unrestricted
emission of paper representative money as a question of
h-ee banking.
Professor Sumner and others have objected to the
Bank Charter Act, that it cannot be regarded as a
scientific settlement of the cm'reney question, inasmuch
as no other nation had adopted the same principles.
Quite lately, however, the German Imperial government
has adopted the main principle of a partial deposit,
adding to it the liberty of increasing the issues under a
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tax of 5 per cent.,an arrangementwhich I have described under tile name of tile ]_lastie Limit System
(p. 226).
This provision appears to be designed to
avoid the suspension of the law during times of crisis,
and it is quite possible that we migh_ with advantage
introduce a similar modification into ore" o_na currency
law. But tile fine or tax upon the excessive issue ought
sm'ely to be much more than 5 per cent., and in this
country should certainly not be less than 10 per cent.
Scotch and Engli.sh BankMg.
It is common, indeed, to point to the Scotch banks
as a probf that a perfectly sotmd currency may be Nrnished by banks acting on their own unfettered discretion.
Up to 1845, the twelve or thirteen Scotch banks certainly
did possess the right of freely issuing notes down to onepound notes, and only in one or two eases did banM'uptey
occur.
All this I grant, holding that Englishmen and
Americans, and natives of all countries, may well admire
the wonderful skill, sagacity, and caution with which
Scotch bankers have developed and conducted
their
system.
There is no doubt, too, that Scotch bankers
are guiding the course of development of the banking
system in England, India, the Australian colonies, and
ever3nxhere, with conspicuous
success.
If we were all
Scotchmen, I believe the unlimited issue of one-pound
notes would be an excellent measure.
But when we
compare the Scotch and English banking systems, we
discover a profound difference.
In Scotland there exist
15
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only eleven great banks, _,hich take good care that there
shall not be a twelfth great bank.
The undoubted
monopoly which they possess is, however, used with
great moderation
and _vlsdom, and by an immense
ramification of branches (p. 258), every village has its
banks, and every poor m_m may have his bank deposit,
if he will save a few pounds.
In England and Wales we
have 267 pri3,ate and 121 joint stock banks, or, in all,
388 banking
firms, including
in these numbers the
London banks, but not including any of the numerous
branch
banks.
There is, no doubt, a tendency to
approximate to the Scotch system by the amglgamation
of smaller banks.
Still many new banks are from time
to time started, and the competition between them is of
the keenest character.
The high dividends expected by
the shareholders can only be earned by bold _rading on
small reserves, and exTerycommercial man is aware thai;
the mone_- mm'ket is becoming more and more sensitb'e.
Cash Reserves of .Bankers.
It is important, but very difficult to decide, what is
the amount of real cash held by the bankers of the
United Kingdom in readiness to meet their liabilities.
Many banks publish b_l_nee-sheets
professing to show
the reserve of ready money.
I have already remarked
(pp. o48-250) upon the ambiguity which attaches to _he
words _o_cy and cash as commonly used; and, when we
inquh'e into the nature of the banker's ready money, it
is found to consist in a great degree of money invested
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in government securities, deposited with other bankers,
especially the Bank of England, or held "at call," that
is, lent to speculators who invest it in negotiable securities.
From the published bahmee-sheets
we thus get
no indication of the real metallic reserve of the country,
available for the payment of foreign debts.
Mr. R. H. Inglis Palgrave, in his important "Notes
on Banking," published both in the Statisticat Journal,
for March, 1873 (Vol. xxxvi, p. 106), and as a separate
book, has given the results of an inquiry into this subject,
and states the amount of coin and Bank of England
notes, held by the bankers of the United I_:ingdom, as
not exceeding four or five per cent. of their liabilities, or
fl'om one twenty-fifth to one twentieth part.
Mr. T. B.
Moxon, of Stockport and Manchester, has subsequently
made an elaborate inquiry into the same point, and finds
that the cash reserve does not exceed about seven per
cent. of _he deposits and notes payable on demand.
He remarks that even of this reserve a large proportion is absolutely indispensable for the daily transactions
of the bankers' business, and could not be parted with.
Thus the whole fabric of our vast commerce is found to
depend upon the improbability that the merchants
and
other customers
of the banks will ever want, simultaneously and suddenly, so much as one-twentieth part
of the gold money which they have a right to receive
on demand at any moment during banking hours.
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_emedy for the Sensitiveness of the 3loney Market.
The present state of things ha England is not to be
cured by any legislation.
No government
can save
those from trouble who will make unlimited transactions in gold, without a sure Prospect of finding the
gold when wanted.
It is absurd to suppose that any
single establishment
like the Bank of England, itself
becoming hardly more important than some of the great
city banks, can prop up the whole fabrio of English
commerce.
The only measure which can restore stability to the
London market, or prevent it from becoming more and
more sensitive, is to secm'e by some means the existence
of more satisfactory cash reserves, either in actual coin,
or in Bank of England notes, representing
deposits of
coin in the Bank vaults.
It would be of comparatively
little use, however, for some banks to become more
prudent and self-denying,
while others are allowed to
stretch theft" resources to the utmost possible point, and
outbid the more prudent banks in the rates of dividend
they can pay. Combined action, therefore, seems requisite,
somewhat in the manner suggested by Mr. ]3agehot, as
regards the oity bankers.
As the Bank of England pays no interest upon the
eight millions which if on the average of the last four
years holds as the deposits of the London bankers, there
seems to be no sufficient reason why the Bank should be
allowed to make a profit out of so large a sum.
If held
by a committee of the depositing banks it would be equally
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safe, almos]_ equally available, and might, moreover, by
the investment of a portion in government stock, yield a
profit to the depositors.
It may be asked, Why not leave
each bank to hold its own reserve in its own vaults ?
But {here would then be no security against some banks
running their reserves dangerously low, and trusting to
extrinsic aid in times of difficulty.
One objection which
I should make to the scheme as put forth is, that
government stock should not be allowed to form any
part of the ultimate reserve.
When loanable capital is
very scarce, such stock can only be converted into actual
bullion by forced sales which depreciate the funds, shock
public confidence, and d_rain away money fl'om tllose who
would in some other channel have employed it in the
money market.
Unless government
stocks be sent
abroad, their sale cannot possibly increase the stock
of gold in the eounh3,.
A cash reserve ought to be
composed of cash, and although it may be very convenient to bankers to use this word in a loose and
ambiguous manner, it ought not to mean, in speaking of
the ultimate reserves of the country, anything but gold
coin or bullion, or warrants, actually issued against coin
or bullion, on the deposit system previously considered.
It has been pointed out, moreover, in an able article
in the .Bankers' .M:agazine for February, 1875, that the
proposed scheme would be very insufficient if carried out
merely by a narrow circle of city bankers.
The associa• tion should include, in one way or another, all the more
important banks in the three kingdoms.
The vast trade
of the country cannot be placed upon a sound basis until
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tlle force of public ophlion among bankers imposes upon
each member the necessity of holding a cash reserve
bearing a fair proportion to the liabilities incurred.
It
matters little who holds the reserve, provided it actually
does exist in the form of metal, and is not evaporated
away by being placed at call, or deposited with other
banks which make fi'ee use of it. In the absence of some
common action among bankers, it is certain that the
sensitiveness of the money market will increase, and it
is probable that commercial crises will fi'om time to time
recur, even exceeding in their violence and disastrous
consequences those whose history we know too well.

CIIAPTEIZ
A TABULAR

STANDARD

XXV.
OF

VALUE.

AT the outset it was observed that money, besides serving
as a common denominator of value, ,_md as a medium to
facilitate exchange, was usually employed likewise as tlie
stand2ord of value, in terms of which conh'acts extending
over long series of years are expressed.
In letting ]and
on long or perpetual leases, in lending money to governmenfs, corporations,
and railway companies, it is the
genei'M practice to make the interest and capital repayable in legal tender gold money. I_ut there is aburldance
of evidence to prove that the value of gold has undergone
extensive ehanges.
_Between 1789 and 1809, it fell in
the ratio of I00 to 54, or by 46 per cent., as I have
shown in a paper on the Variation of Prices since 1782,
read fo the London Statistical Society in June, 1865.
From 1809 to 1849 it rose again in the extraordinary
ratio of 100 to 24G or by 145 per cent., renderfl_g
government annuities and all fixed payments, extending
over this period, almost two and "_half times as valuable
as they were in 1809. Since 1849 the value of gold has
again fallen to the extent of at least 20 per eenL; and a

3"20

_o_'m,.

careful study of the fluetuafions of prices, as shown
either in the Aroma1 Ifeviews of Trade of the l';eonomist
newspaper, or in the paper referred to above, shows that
fluctu'_tions of ti'om 10 to 25 per cent. occm" in every
credit cycle.
Corn Rents.
The question arises whether, having regard to ttlese
extreme ehtmges in the values of the precious metals,
it is desirable to employ them as the standard of value
in long lasting contracts.
We are ibrced to admit
that the statesmen of Queen Elizabeth
were far-seeing
when they passed the Act which obliged the colleges of
Oxford, Cambridge, and Eton, to lease their lands t'or
corn rents.
The result has been to make those colleges
far richer than they would o_herwise have been, the
rents and endowments expressed in money having sunk
to a fraction of their ancient value.
I believe that there is no legal impediment in the
way of a landlord leasing his lands at present for a corn
rent, or an h'on, or coal, or any other rent.
All that the
law re,_uires is that the contract shall be perfectly definite,
and of exactly determinate meaning, go that the kind of
commodity intended, and the quantity of that commodity,
shall be exactly aseertainable.
J3ut the law, in defining
legal tender money, provides agMnst misapprehensions
concerning money payments, whereas there is no security
that mistakes and difficulties will not arise in taking
other commodities as the matger of rants.
Noreover
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any singlecommodity, such as cornoi"coal,undergoes
considerable
fluctuations
from year to year, and as
regardsperiodsof ten oi"twenty years,mi_h_ prove
no_ %0 be so good _ standardas silveror gold. Commoditieswhich are comparatively steady in value on the
average of long periods may be subject to great temporary variations of supply or demand.
A 3l_dti2le Legal Te,zder.
The question thus arises whether the progress of
economical and statistical science might not enable us
to devise some better standard of _-alue.
We have seen
(pp. 136-143) that the so-called double stand_trd system
of money spreads the fluctuations of supply and demand
of gold and silver over a larger area, and maintains both
metals more unchanged in value than they would otherwise be. Can we no_ conceive a multiple legal tender,
which would be still less liable to variation ? We estimate
the value of one hundred pounds by the quantities of
corn, beef, potatoes, coal, timber, iron, tea, coffee, beer,
and other prh_cipal commodities, which it will pro'chase
from time to time.
_ight we not im'en_ a legal tender
note which should be convertible, no_ into any one single
commodity, but into an aggregate of small quantities of
various commodities, the qmmtity and quali_y of each
being rigorously defined 9 Thus a hunch'ed pound note
would give the owners a right to demand one quarter of
goodwheat, one ton of ordinary merchant bar iron, one
hundred pounds weight of middling cotton, twenty pounds
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of sugar, five pounds of tea, and other

articles sufficient

to make up the v'Llue. All these commodities will, of
course, fluctuate in theh- relative values, but if the
holder of the note loses upon some, he will in all
probability gain upon others, so that on the average
his note will remain steady in purchasing power, hldeed,
as the articles into which it is convertible
are those
needed for continual consumption, the purchasing power
of the note must remain steady compared with ttlat of
gold or silver, _'hieh metals are emploh, ed only for a few
special purposes.
In practice, such a legal tender currency would
obviously be most inconvenient,
since no one would
wish to have a miscellaneous assortment of goods forced
into his possession.
He who wanted corn, would have
to sell to other parties the h'on, beef, and other things
received along with it; gold, or other metallic money,
would doubtless be used as the medium in these exchanges.
This scheme would, therefore, resolve itself
practically into that which has been long since brought
fol_'ard under the title of the Tabular
Standard
of
Value.
Lowe' s 2)rol)osed Table of t?cfcreJ_cc.
Among valuable books, which have been forgotten, is
to be mentioned that by Joseph Lowe on "The Present
State of :England in regard to Agricultm-e, Trade, and
Finance,"
published in 1822. This book contains one
of the

ablest

treatises

on the variation

of prices,

the
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state of the currency, the poor-law, population, finance,
and other public questions, of the time in which it was
published, that I have ever met with.
In Chapter IX.
Lowe treats, in a very enlightened
manner,
of flw
fluctuations
in the value of money, and proceeds to
propound
a scheme,
probably invented
by him, for
giving a steady value to money contracts.
He proposes
that persons should be appointed to collect authentic
information
concerning file prices at which the staple
articles of household consumption were sold. In regard
to corn and sugar authoritative
returns were then, axid
have ever since been, lmblished in the London GazettG
and there seemed to be no difficulty in extending a like
system to other articles.
IIavhlgregard to the comparative quantities of commodities consumed in a household, he would then fl'ame a table c r@rem'c, showhlg
in what degree a money contract must be varied so as to
make the purchasing power uniform.
In principle the
scheme seems to be perfectly sound; but Lowe did not
attempt to work out the practical details, and his plan
invoh'es needless difficulties.
_ouIett Scroi)e's Tabtdar Standard

_j Value.

A very similar scheme was independently proposed,
about eleven years later, by Mr. G. Poulett Serope, the
well-brown writer on geology and political economy. In
a very able but now forgotten pamphlet, called "An
Examination
of the Bank Charter Question, with an
Inquh'y into the Nature of a Just Standard of Value"
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(London, 1833), ]_Ir. Scrope suggests (p. 26) that a
standard might be formed by taking an average of t`he
mass of commodities which, even if not employed as
the legal standard, might, serve to determine and correct
the variations of the legal standard.
The scheme was
also described hi Mr. Scrope's interesting hook on the
Principles of Political Economy, published in the same
year (1). 406), and in the second edition of the same
book, called "Political
Economy for Plain People,"
issued two years ago, (I). 308).
The late Mr. G. _.
Porter, without referring to previous writers, gave the
same scheme in 1838, in the first edition of his wellknown treatise
on " The Progress of the Nation,"
(Sections III. and IV. p. 235). He added a table showing the average fluctuations of £Ry commodities
during the years 1833 to 1837.

mont`hly

Such schemes for a tabular or average standard of
value appear to be perfectly sound and highly valuable
in a theoretieM point of view, and the practicM difficulties are not of a serious character.
To carry Lowe's
and Scrope's plans into effect, a permanent government_
commission would have to be created, and endowed
with a kind of judicial power.
The officers of the department would collect the current prices of commodities
in all the prineipM markets of t`he -kingdom, and, by a
well-defined system of calculations, would compute fl'om
these data the average variations
in t`he purchasing
power of gold. The decisions of this commission would
be published monthly, and payments would be adjusted
in accordance with them.
Thus, suppose that a debt of
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one hun&.ed pounds was incurred upon tlie 1st of July,
1875, and was to be paid back on 1st July, 1878 ; if the
commission had deeicled in June, 1878, fliat the value of
gold had fallen in the ratio of 106 to 100 in the intervening years, then the creditor would claim an increase
of 6 per cent in the nominal amount of the debt.
At fn'st the use of this national tabular standard
might be permissive, so that it could be enforced only
where the parties to the contract had inserted a ctause to
that effect in their contract.
After the practicability and
utility of the plan had become sufficiently demonstrated,
it might be made compulsory, in the sense that every
money debt of, say, more than three months' standing,
wotfld be varied according to the tal;ular standard, in the
absence of an express provision to the contrary.
D_ic_tltics (f the Scheme.
The difficulties in the way of such a scheme are not
considerable.
It would, no doubt, introduce a certain
complexity into tlie relations of debtors and creditors,
and disputes might sometimes arise as to the date of the
debt whence the calculation must be made.
Such difficulties would not exceed those arising fl'om the payment
of interest, which likewise depends on the duration of
the debt. The work of the commission, when once estM)lished and directed by Act of Parliament, would be little
more than that of accountants acting according to fixed
rules. Their decisions would be of a perfectly bo_a/id,
and reliable character,
because, in addition to their
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average results,
they would be required to publish
periodically
the detailedtablesof pricesupon %vhich
their calculations were founded, and thus many persons
could sufficiently verify the data aml the calculations.
Fraud would be out of the question.
The only real difficulty which I foresee, is that of deciding upon %he proper method of deducing the average.
According to the method which I should advocate, a
considerable
number of commodities, say 100, should
be chosen with special regar_l to tile independence
of
their fluctuations
one from another,
and then the
geometrical average of the ratios in which their gold
prices have changed would be calculated logarithmically.
This is the method which I employed in my pamphlet
on the " Serious Fall in the Yalue of Gold, etc." and
in the paper on the Yariations of Prices since 1782,
previously referred to (p. 823).
A somewha_ similar
method had been previously employed by hIr. l_ewmarch.
In the annual Commercial History and P_eview
of the .Economist newspaper, there has, for many years,
appeared a fable containing the Total Index l_umber
of prices, or the arithmetical
sum of the numbers expressing the ratios of the prices of many commodities
to the average prices of the same commodities in the
years 1845-50.
_Vhatever method were adoi_ted , however, the results would be be_ter than if we continued
to accept a single metal for the standard, as we do at
present.
The
describe

space at my disposal will not allow me to
adecluately the advantages which would arise
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of value.
Such a standard would add a wholly new
de_'ee of stability to social relations, seem'tug the fixed
incomes of individuals and public institutions from the
depreciation
which they have often suffered.
Speculation, too, based upon the frequent oscillations of prices,
which fake place in the present state of commerce,
would be to a certain extent discouraged.
The calculations of merchants _vould be less frequently frustrated
by causes beyond theh" own control, and many banh-uptties would be prevented.
Periodical collapses of credit
would no doubt recto" from time to time, but the intensity of the crises would be mitigated,
because as
prices fell the liabilities of debtors would decrease
approximately in the same ratio.
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CIiAPTED_ XXVI.
THE QL'ANTITYOF _U)NEYR_EEDEDBY A NATION.
IT n-fight seem natural that one most important point
for discussion in an Essay on }[oney would be the
quantity of money required by a nation,
iXothing would
seem more desirable than to decide how much each person
needs of paper, gold, silver, or bronze currency, so that
the government might take care to provide sufficient for
every one. In almost every country great complaints
have from time to time been made as to the scarcity of the
circulating mediuln, and the urgent need of more. All
theevils ofthe day, the slaelmess of trade, falling prices,
deolining revenue, poverty of the people, w,'mt of employment, political discontent, bankruptcy, and panic, have
been attributed
to the want of money, the remedy
suggested being in former days the setting of the mint
to work, aml in later times the issue of paper money.
The true answer to all such comphints is that no
one can tell how much currency _ nation requbes, aml
that to attempt to regulate its quantity is the last thing
which a statesman
shouht do. In almost every case
tlle al)lmrent scarcity of currency arises fi'ozn unskilful
m_magement of the metallic currency, bad regulation of

THE

QU.&NTIT¥

OF MONEY

NEEDED

BY .4. NATION.

330

paper representative
money, il]egitimate speculation, or
seine unsoundness in commerce which would })e aggravated by a further increase of tlle paper currency.
Vfe
shall find that to ascertain how much money is needed
by a nation is a probl6m involving many unknown
quantities, so that a sure solution can never be ol0tained.
@<_tity

of lVorl; to be doJ_c b!/ "I_;W/.

To decide how much money is needed by a nation,
we must, firstly, determine the quantity of work which
money h'ts to do. This will be proportional,
ceteri._
l_arib_s, to the nmnber of the population;
twice tt_c
nmnber of people, if eqmtlly active in trade and performing it in the same way, will clearly want twice as
much money.
It will be proportional,
again, to the
activity of indust W, and to the eomplexffy of its organization.
The more goods are bought and sold, and tl_e
more often they pass from hand to ha=d, the more
currency will be needed to move them.
It will be proportional, again, to the prices of goods ; and if gold falls
in value, and prices are raise, d, more money will be
needed to pay tlle debts increased in nominal amount.
Few of the quantities
concerned in such considerations are known.
We know the nmnber of the population approximately,
and the an lount of fon_ign trade,
but the quantities of goods bought and sold in inland
trade are almost entirely mlknown.
It is needless to
dwell on this side of the question, as our knowledge is
still more defective in other respects.
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By the efficiency of tile currency we mean the
average number of exchanges effected by each piece of
money in a unit of time, such as a year.
The aggregate
work done by money will be measured by its quantity
multiplied
into tile average number
of times which
each coin or note passes from hand to hand during the
year.
l_ow _'e know very imperfectly
what is the
quantity of currency in most countries, and we know
nothing at all as to the average rapidity of circulation.
Some coins, especially small silver or bronze coins,
may pass several times in the course of a day. Other
coins or notes may be kept in the pocket for weeks, or
may be laid by for months and years.
I have never
met with any attempt
to determine in any country
the average rapidity of circulation,
nor have I been
able to think of any means whatever of approaching
the investigation
of the question, except in the inverse
way. If we knew the amount of exchanges effected, and
the quantity of currency used, we might get by division
the average number of times the currency is tin'ned
over ; but the data, as already stated, are quite wanting.
There is no doubt that the rapidity of circulation
varies very much between one country and another.
A
thrifty people with slight banking facilities, like the
French, Swiss, ]3elgians, and Dutch, hoard coin much
more than an improvident people like the English, or
even a careful people with a perfect banldng system like
the Scotch.
3Iany circumstances, too, affect the rapidity
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of circulation.
Railways and rapid steamboats enable
coin and bullion to be more swiftly remitted
than of
old;
telegraphs
prevent its needless
removal,
aml
the acceleration
of the mails has a like effect.
A
decrease in the eh'eulation of country bank-notes
in
England,
in 1842, was attributed
to the effect of the
penny postal reform in facilitating presentation of notes
by post.
Effects of the Cheque anal CIearMy Sy.stc_.
Far more important than these considerations is the
fact that, where an extensive banking system exists, only
a portion of the exchanges are actually effected by
money.
I do not lay much stress upon the use of bills
of exchange as replacing money, because the degree in
which they are so used must be comparatively limited,
and they are rather
articles bought and sold witti
money than money itself.
But we have traced out step
by step _he way in which the cheque and clearing
system enables debts _o be balanced off against each
other, so that the money is never touched at all, and
only intervenes as the uni_ of value in which sums are
expressed.
Almost all large exchanges are now effected
by a complicated and perfected system of barter.
In the
London Clearing House, transactions to the anaount of, at
leas_, £6,000,000,000 in the year are thus effeeted, without
the use of any cash at all, and, as I have before explained,
_his amount gives no adequate idea of the exchanges
arranged by cheques, because so many transactions
are
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really cleared in provincial banks, between branches,
agents, or correspondents of the same bank, or between
banks having the same London agents.
If our knowledge of the amount of transactions
in
England is highly imperfect, we know still less of the
way in which payments are effected in other countries.
The New York Clearing House transactions
are very
extensive, as we have seen, and there is an elaborate
banking system extending
over all. the States of the
Union; but it would require much investigation
on the
spot to enable any one to form a notion whether the
correspondence
between these banks enables them to
economize currency as much as the English system of
London agencies.
In France
and most continental
countries the cheque and clearing system can hardly
be said to exist except in some of the large towns. Paris
has an incipient clearing house, and the J3ank of France,
moreover, makes transfers between clients to the extent
of two or three millions daily.
All banks will to a
certain extent economize currency, and those of Amsterdam and Hamburg have for some centm'ies carried on a
system of transfers, the true prototype of our system.
Considerable changes, it is true, are taking place in
the mode of conducting business in some parts of the
Continent.
Professor Cliffe Leslie, who is well known
to be intimately
acquainted
with the economical
systems of the continental
countries,
attributes
the
rise of prices in Germany in a great degree to _hc
quicker ch'culation of the money, and the fl'eer use of
instruments
of credit.
In the _brtnightly
Review for
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November, 1870 (pp. 568-9), he says :--" The improvements in locomotion and in commercial activity which
have so largely augmented
the money-making
power
of the Germans, have also quickened prodigiously the
circulation
of money;
and the development of credit,
likewise following industrial
progress, has added to
the volume of the circulating medium a mass of substitutes for money which move with greater velocity.
A much smaller amount of money than formerly now
suffices to do a given amount of business, or to raise
prices to a given range; and to the increased amount
of actual money now current in Germany we must add
a brisk ch'culation of instruments of credit.
Were the
ch.culating medium composed of coin alone, whatever
the amount" of the precious metals issuing fi'om the
mines, or circulating in other countries, and whatever
the price of German commodities in markets abroad,
no rise in the prices of German commodities at home
could take place without additional coin to sustain it."
So different, then, are the commercial
habits of
different peoples, that there evidently exists no proportion whatever between the amount of currency in a
country and the agom'egate of the exchanges which can
be cffeeted by it. Even if we had reliable statistics of
the amounts of currencies, such data should be regarded
as indicating, not the comparative abundance or scarcity
of money, but the degree of civilization, of providence, or
of complexity of banking organization, in the country.
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From all the above considerations

it follows that the

only method of regulating the amount of the currency is
t:) leave it at perfect fl-eedom to regulate itself,
i%foney
must find its own level like water, and flow in and out
of a country, according to fluctuations
of commerce
which no government
can foresee or pre_,ent.
The
manner in which paper notes may be used to represent
and replace part of the metallic currency should be
strictly regulgted, beeguse otherwise belief in the existence of metallic money is created when there is no such
money to warrant the belief. ]3ut the amount of money
itself can be no more regulated
than the amom_ts of
corn, it-on, cotton, or other common commodities produced
and consumed by a people.
It must be allowed, indeed,
to be no e_sy matter to discriminate
precisely and
soundly between those points at which the legislator
must interfere in the management
of the currency and
lay down a fixed rule, and those points _t which perfect
freedom must be m_int_ined.
A comparison of ore" present laws regarding currency
_nd trade, with those which existed in this country
from the tenth to the fourteenth century, will show a
curious
double progress.
]_fany things
which our
ancestors
attempted
to regulate by law are now left
free by general consent, and other things which they
left free, or nearly so, are now strictly regulated.
The
r,_tes of wages, the price of the quartern loaf, the exercise
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of various trades, were then the subject of legislation,
though we now blow that they cannot be proper]y
brought within tile scope of legislative control.
011 the
other hand, an endless diversity of weights and measures
were formerly used in different parts of the country,
and little or no attempt was made to reduce them to any
system or precise definition.
Almost every important
town, too, had its mint in the earlier centuries, and
barons and great ecclesiastics often exercised the right
of issuing theh" own money.
There are still a very few
persons who advocate fi'ee coinage;
but, by almost
general consent, the work of coining metallic money is
now, in every civilized country, committed to the care of
the state.
We provide for a uniform system of coins
with the same care that we establish a national system
of weights and measures.
:But while we thus take the
greatest care of the metallic currency in one respect, we
have utterly abandoned
all the futile attempts which
were in former centuries made to bring bullion into the
kingdom in order to set the mint to work.
We must deal _-ith the paper currency in an
analogous
manner,
and regulate
it both more and
less than hitherto.
Private issues should disappear like
private mints, and each kingdom should have one
uniform paper circulation, issued t¥om a single central
state department, more resembling a mint than a bank.
The manner of issuing this paper currency should be
strictly regulated
in one sense; the paper circulation
should be made to increase
and diminish with the
amomlt of gold deposited in exchange for it. At the
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same time, no thought need be taken about the amount
so issued.
The purpose of the strict regulation is not to
govern the amount, but to ]cave that amount to vary
according to the natural laws of supply and demand.
In my opinion, it is the issue of paper representative
notes, accepted in place of coin, which constitutes an
arbitrary interference with the natural laws govenling
the variations
of a purely metallic currency, so that
strict legislative control in one way leads to more real
freedom in ,another.
I am quite willing to allow, however, that questions of great nicety and subtlety arise in
this subject, and that only in the gradual progress of
economic science can they be finally set at rest.
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proposals,
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ltccipreeitv
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S
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Stock Exchange Clearing House,
281
S_orcb, Henri, 33, 196
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checks, 296
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Ten-franc piece, 176, 187
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Thrimsa, 71
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was

12trio.

Scientific

Price,

Series'

$I.50.

proceeds

as it has begun,

to the read|ng
public
in its prospectus.
a model of lucid and attractive
scientific

it will more than

The first volume, by
exposition
; and now

we have a second,
by Mr. Walter
Bagehot,
which is not only very lucid and charming_
but also original and suggestive
in the highest
degree.
Nowhere
since the ptlblicatlc,,a
of Sir

Henry

Maine's

'Ancient

Law,'

have

we

seen

so many

gested in the course of a couple of hundred
pages ....
hot's fertile book, would
require
a long article.
With
conscious

of having

hope

we have

Prof.

JOHN FISKE,

"'Mr.
count

given

account

to commend

in the A t/antic

Bagehot's

of these

but a sorry

said enough
style

essays,

'" Mr.

Bagehot
and

discusses
nations,

book shows
an abundance
WALLACF_ iu Nature.

D.

APPLETON

an

and
enly

vigorous.

because
for

&

sug-

paragraphs.

But wo

of the tEoughtfulleader."--

immense
ingenious

CO.,

"Werefraln

we

are sure

that

from giving

a fuller ac-

our readers

will findit

themselves;
and we sincerely hope that the
Scientific
Series'
will be as interesting."-variety

and the development
of

of it in these brief

it to the attention

worth their while to peruse
the book
forthcoming
parts of the ' International
A lhengeu m.

of societies

thoughts

_][ontltly.

is clear

suggestive

fruitful

To do justice to 2_Ir. Bagcthe best of intentions,
we are

of topics

connected

of their distinctive
and

Publishers,

original

549

with

thoughK'*--ALFRED

& 551

the progress

peculiarities;

Broadway,

and hit
P.US31tLt

N.

Y,

O_Dffalzs oJ"the Press o/t /he " Dl/crlzaliaJm!

ScicJll/_/i:

S,'rics."

llI.

Foods.
By Dr. ED\VARD
I vol., 12too.
In making
lectedastheablest
were

ufa

clearest
and
language.

SMYI'II.

Illustrated ........

Price,

$I.

75"

up THE INTERNATIONAL SCIENTIFIC NERIES_ Dr. Edward
Smith was s¢man in England
to treat the important
subject of Foods.
Hisscrvices

secured

choice

Cloth.

for the undertaking,
writer

on this subject

best-dig_:sted

and the little treatise
was most

compend

fortunate,

of the Science

he has produced
as the Look

of Foods

shows

that the

is unquestionably

that has

appeared

tile
in our

"The
book contains a series of diagrams
dispI'ayit_g the effects of slee _ and meals
on pulsation
and respiration,
and of various kinds oi food on respiration,
which, as the
results of Dr. Smith's
own experiments,
possess a very high value.
V*;e have not far
to go in this work for occasi_ms of favorable
criticism
; they occur throughout,
hut am
perhaps most apparent
in those parts of the subject
_xith which ]Jr. Smith's name is especially linked."--Londo_t
Exalltz)_cr.
"The
union of scientific
and popular
treatment
in the composhion
of this work will
afford an attraction
to man3., readers
who would have been indifferent
to purely theoreti.
eal details ....
Still his work abounds
in information,
much of which is of great value,
and a part of which couhl not easily be obtained
from other sources.
Its interest is decidedly enhanced
for students
who demand
both clearness
and exactness
of statement,
by the profusion
of well-executed
woodcuts,
diagrams,
and tables, which accompany
th_
volume ....
The suggestions
of the author
on the use of tea and coffee, and of the various forms of alcohol, ahhough
perhaps not strictly of a novel character
are highly in.
structive,
and form an interest ng portion
of the volumc,"--_
_. 2v: 2"rfbun,.,.
IV.

Body and Mind.
THE

THEORIES

I vol., x2mo.
PROFgSSOR

I_AIN" iS the author

_f Mind--"
The Senses
one of the highest
living
or valid

OF

psychology

THEIR

By ALEXANDER
Cloth ............

the mind

and the body

LL.D.
Price,

of two well-known

standard

and the Intellect,"
and "The
authorities
in the school which

unless

RELATION.

13AIN,

works

upon

$L5o.

the

Science

Emotions
and the Will."
He is
holds that there can be no sound

are studied,

as they

exist,

together.

"It contains
a forcible statement
of the connection
between
mind and body, studying their subtile interworkings
by the light of the most recent
physiological
investigations.
The summary
in Chapter
Y., of-the
investigations
of Dr. _ Lionel
Beale of the
embodiment
of the intellectual
functions
in the cerebral
system,
will be found the
freshest and most interesting
part of his book.
Prof. Bath's own theory of the cc,nnection between the mental and the bodily part in man is stated by himself {o be as follows :
There
is ' one substance,
with two sets of properties,
two steles, the physical
and the
anental--a
doubh,z/'aced
unity."
While,
in the strongest
manner,
asserting
the union
of mind with brain, he yet denies
'the association
of union
bl )6_£e,'
but asserts the
union of close succession
in time,' holding
that ' the same being is. by ahernate
fits> under extended
and under unextended
consciousness."
'--C/tristhz2t
ffegisA_

D. APPLETON

& CO., Publishers,

549 & 551 Broadway,

N, Y.

OjPinians

of the Press

on the

"lnA, rnatioual

Scientific

Series."

V.

The Study of Sociology.
By HERL'ERT
Cloth .............

I vol., I2mo.

SPENCER.
Price, $I.5o.

"The
philosopher
whose distinguished
name g yes weight and influence to this volume, b_.s given in its pages some of the finest specimens
of reasoning
in all its forms
and departments.
There is a fascination
in his array of facts, incidents,
and opinions,
which draws on the reader
to ascertain
his conclusions.
The coolness and calmness
of
his treatment
of acknowledged
difficulties
and grave objections
to his fileories win for
him a close attentk n and susmlned
effort
on the part of the reader
to comprehend,
follow
s
and appropriate
his principles.
This book, independently
of its beating
, gra p,
.
,
,,
I 'AI, _ho,vlng what those essentml
characteristics
are
upon sociology,
is vatuaom
as .uct_.y .....
_
.
.
--..
which entitle any arrangement
and connection
of facts and deductaons
to De ¢mieu a
scieHce. "--Episcopalian.
" This work compels
admiration
by the evidence
wh ch it gives of immense
research
study, and observation,
and s, withal, written
in a popular
and very plea.sing
s)yle. ' It isa fascinating
work, as well as one of deep practical
thought."--/_ast.
}'ost.
"Herbert
Spencer
is unquestionably
the foremost living thinker in file psychological
and sociological
fields, and this volume is an important
contribution
to the science of
which it treats ....
It will prove more popular than any of its author's other creations,
for it is more p a nly addressed
to the people and has a more practical
and less specuLative cast.
It will require thought,
but it is well worth tiff lki g about."--A-llJanY
L'venbtg
yournaL
V!.

The

New Chemistry.
By JOSIAH

Erving

! vol.,

Professor

12too.

of Chemistry

P. COOKE,
and Mineralogy

Cloth ............

Jm,
in Harvard

University.

Price,

$2.oo.

" The book of Prof. Cooke is a model of the modem
popular
sclcnce work.
It has
just the due proportion
of fact, philosophy
and true romance,
to make it a fascinating
companion,
either for the voyage
or file study."--Da/_'
Gra_O]zlc.
This admirable
monograph,
by the distinguished
Erving
Professor
of Chemistry
in Harvard
University,
is the first American
contribut
on to ' The International
Scientific Series,' and a more attractive
piece of work in the way of popular exposition
upon
a difficult subject hmq not appeared
in a long time.
It not only well sustains
the character of the volumes with which it is associated,
but its reproduction
in European
countries will be an honor to American
science."--Ne_v
York
Tribune.
"All the chemists
in the country
will enjoy its perusal,
and many will seize upon it
as a thing longed for.
For, to those advanced
students
who have kept well abreast
ot
the chemical
tide, it offers a calm philosophy.
To those ofilcrs, youngest
of the class,
who have emerged
from the sehoo s since new methods
have prevailed,
it presents
a
generalization,
drawin_
to its use all the data. the relations
of which the newly-fledged
fact-seeker
may but dimly perceive
without
its aid ....
To the old chemists,
Prof.
Cooke's
treatise
is llke a message
from beyond the mountain.
They have heard o]
changes
in the science ; the clash of the battle of old and new theories has stirred them
from afar.
The tidings too, had come rthat the old had given way ; and little more than
this they knew ....
Prof. Cooke's _New Chemistry'
must do wide service in bringing
to c ose sight
the little known and the longed for ....
As a phih)sophy
it is elemen,
taw,
but, _s a book of science,
ordinary
readers
will find it sufficiently
advanced."-Utica xllort_b_g ]teratd.

D. APPLETON

& CO., Publishers,

549 & 551 Broadway,

N. Y.

O_inians

of tile Press

an lhe "International

Scientific

Series."

VII.

The Conservation
By BALFOUR
IVitk

an

A_¢cndi._"

STEWART,

treating

af

the I Tlal

I ¥O1.)

I2nlo.

and

of EnerD'.
LL.D.,

V. lZ. S.

Mcntal ..IA_izl a&b_zs _j the 1)vcb t?_c.

Price, $1.5o.

Cloth.

" The author has succeeded
in presenting
the facts in a clear and satisfactory
mamler,
using simple
language
and copious
illustration
in the pre_emation
of facts and prin.
ciples, confining
himself, however,
to the physical
aspecz of the subject.
Ill the Appendix the operation
of the principles
in the spheres of life and mind is supplied
by
the essays of Professors
Le Cont¢ and Bain."--O/z_b
t,a**z*er.
" Prof. Stewart
is one of the best known teachers
in Owens College in Manchester.
"The
volume of TttE INTERNATIONAL _CIENT1FIC SERIES now before us is an ex.
cellent
illustration
of the true method
of teaching,
and will well compare
with Pro£
Tyndall's
charming
little book in the same series on ' Forms of Water,"
with illustrations enough
to make clear, but not to conceal
his thoughts_ in a style simple and
brieL"--Chrlstlan
lCeglster,
130s&_n.
" The writer has wonderful
ability t,_ compres_
much information
int_ a few words.
It is a rich treat to read such a book as this, when tkcrc is so much beauty
and force
combined
with such simplicity.--£'astcrn
2Jreas.

VIII.

Animal
OP,

WALKING,

Locomotion;

SWIi_IMING,
I;"it/z a Disser[at/o_t

By

T.

BELL

1 vol.,

PETTIGREW,
F.
I2mo

......

AND

FLYING.

on A b'ronaut/cs.
M.

17)., t7. R.

S.,

F.

R.

S. E.,

R.C.P.E.
Price,

$I.75.

" This work is more than a contribution
to the stock of entertaining
knowledg-e,
though,
if it only pleased
that would be sufficient
excuse for i:s pubticati.n.
I_ut 1)r.
Pettlc, rew has given his time to these investigations
with the ultimate
pur]3ose
of gols,.
ing tl_e difficult problem
of A_rcmautlcs.
To this he dew_tes the last fift-_" pages of his
book.
Dr. Pettigrew
is confident
that man will yet conquer
the domain of the air."_
2V. IZ 5Cour_l
a_/ Commerce.
"Most
persons claim to know how to walk, but few could explain
tlm mechanical
principles
involved
in this most ordinary
transacti_m,
and will he surprised
that the
movements
of bipeds and quadrupeds,
the darting
and rushlnlz motion
of fish, and the
erratic flight of the denizens
of the air, are not only anolo2ous,
but can bc reduced
to
similar formula.
The work is profusely illustrated,
:re,t, without, reference to the thec_ry
it is designed
to expound,
will be regarded
as a _atuable
addition
to natural
history."
_Oma/ta
Republic.

D. APPLETON"

& CO., PU_MSHe_S, 549 & 551 Broadway,

N. ¥,

02_iMons

_f the Press

on t]_e "Inlernalional

Scientific

Series."

IX.

Responsibility
By ItENRV
Fellow

of the Royal

in Mental
MAUDSLEY,

Disease.

M.D.,

College of Physicians;
Professor
of Medical
in University
College,
London.

I vol.,

imno.

Cloth.

•

•

Jurisprudence

Price, $1.5o.

"

aving lectured
in a reed cal college
on Mental
Disease,
this book has been a
feast trio us.
It handles a great subject in a masterly
manner,
and, in our judgment,
the
positions
taken by the author are correct and well sustained.
''-l_as[or
and t¥o,Me.
" The author
is at home in his subject,
and prese ats his views in an almost singuclear and satisfactory
manner ....
']_'he volume is a valuable
contribution
to one
larlytne mo_L
" _..a:udficult,
subjects
of rovesot
and at the same _ time one of the _ most imtzortant
"
""
"
tigation
at the present
day."--2V,
l: Observer.
" It is a work profound
and searching,
and
mercial
" Handles
the important
topic with masterly
tical and of great value."--ProvMence
Press.

abounds
power,

in wisdom."--Pi/tsburg
ar.d

its

suggestions

Comare

prac-

X.

The Science of Law.
]3y SHELDON

AMOS,

lXl.A.,

Professor
of Jurisprudence
in University
Ct,l ege, London
author of"A
Systematic
View of the Science of J ur sprudence,"
" An English Code, its Difficulties
and the Modes of overcoming
them,"
etc. etc.

I vol.,

temo.

Cloth .....

Price, $L75.

"The
valuahle series of _International
Scientific'
works, prepared
by eminent
speiali,sts with the intention
of popularizing
information
in their
several
branches
of
,¢
, ',
_
_:_ _.t _- -ood
in this compact
and thoughtfld
volume.
It
Knowleuge,
has
rc_lv_
_
.accession
is a difficult task to give the outhnes of a complete
theory of law m a portable
volume,
which he who runs may read, and probably
Prof=ssor
An mshimself
would
be the la'_t
to claim that he has perfect y succeeded
in doing tillS.
15nt lie n.'k_ certainly crone rouen
to clear the science of law from the technical
obscurities
which darken it to minds which
have had no legal training,
and to make clear to his ' ay' readers in how true and high a
sense it can assert its right to be considered
a science,
and not a mere practice.'
--The
Christian
Register.
"The
works of Bentham
and Austin
are abstruse
and philosophical,
and Maine's
require
and. a certain ant1
amOUnnton
ofy speCrlealg 2r_ms"
ifferent hard
lines study
of mvest_gatmn,
ca

eJ2:re_retnle_SeMi

s° tput

dartments
they confined
themselves
to.
It was left to Amos to gather up the re2dtUe_
and
resent the science in its fullness.
The unquestionable
merits of this, his lastbook,
P
.......
," _ _-_-:-_, which has hitherto been handled
are, that it contains a eomptete
treatmet,_
u_ a _,oj_._
. ....
by specialists
and it opens up that subject
to everymqmrmg
mind ....
To do3ust_ce
to ' The Science of Law'
would require a longer rewew
than we have space mr.
we
have read no more interesting
and instructive
book for some time.
Its themes
concern
every one who renders
obedience
to laws, and who would
have those laws the best
possible.
The tide of legal reform which set in fifty years ago has to sweep
tf the flaws in our jurlsprudenee
are to be removed.
The process of change
better
gu ded than by a weI .informed
public
mind, and Prof. Amos has
service in materially
helping
to promote thi_ end."--Buffal_
CourieT;

D. APPLETON

yet highel
cannot
be
done great

& CO., pm_L_SHERS, 549 & 55 t Broadway,

N.Y,

O_inions

of the Press

on the

"International

Scicnt_c

Series."

XI.

Animal
A

Mechanism,

2"realise on Terrcsh'ial

and Ai:rial

Locomolion.

By E. J. MAREV,
Professor
With

at the

College

ix7 Illustrations,
z vol.,

of France,
drawn

z2mo.

and

and

Member

engraved

under

of the

Academy

the direction

Cloth .....

Price,

of Medicine.

of the author.

$x.75

"We
hope that, in the short glance wh eh we have taken of some of the most important
points discussed
n the work before us we have succeeded
in interesting
(/ur
readers sufficiently
in its content_
to make them curious
to learn more of it_ subjectmatter.
We cordially
recommend
it to their attention.
" The author
of the present
work, it is well known,
stands at the head
of those
physiologists
w 1o have investigated
the mechanism
of animal dynamics--indeed,
we
may almost say that he has made the suhiect
his own.
By the originality
of his conceptions,
the ingenuity
of his c,mstructions,
the skill of his analysis,
and the persevcra me of his invest gat ons, he has surpassed
all others in the power of unveiling
the
complex and intricate
movements
of animated
beings.
'--t_opu&r
Sce etlc_ ,_]anlhlj'.
XII.

History

of the Conflict between
Religion and Science.

By JOItN
Author
I vol.,

z2mo .......

WILLIAM
of " The

Intellectual

DRAPER,
Development

M. D., LL.D.,
of Europe."
Price,

$L75.

"This
little ' Itistory'
w.)uhi have been a vahmble
c,,nuibution
to literature
at any
,ime, and is, in fact, an admirable
text-hook
upon a subject that is at present
engross°
ing the attention
of a large number
of the most serious-minded
people, and it is no
small compliment
to the sagacity
of its distinguished
author that he has so well gauged
the requiremenls
of the times, and so adequ: te y met them by the preparation
of this
volume.
It remains to be added that, while the v;riter
has flinched
from nr_ respons bility in his statements,
and has written
with entire
fidditv
to the demands
of truth
and justice,
there is not a word in his book that can give'offense
to candid and fidrmiaded readers."--N,
t'. Eveni_zt# t'(,st.
" The key-note
to this volume is found in the antagonism
between
the progressive
tendencies
of the human mind and the pretensions
of ecclesiastical
a _thority, as developed in the history of modern
science.
N,_ prevl,nl_
writer has treated
the subject
from this point
of view, mad the present
monograph
will befound
to possess no less
originality
of conception
than vigor of rea_onlng
and wealth
of eruditi.n
....
The
method of Dr. Draper
in his treatment
of the various questions
that come up fur dis.
cussio
, is marked
by singular
impart al ty _, well as consmnmate
ability.
Throughout his work he mainmlns_the
position of an historian,
not of an advocate,
ttis tone is
tranquil and seren% as becomes
the search after truth, with no trace of the inlllassioned
ardor of controversy.
He endeavors
so far to identify himself with dm contending
art es as to
ain a clear comprehens
on
f their motives,
hnt, at the same time, he
Puabmits their agctions to the tests of a coot and impartial examination."
a,.. y. 7*v'bt_ne.

D. APPLETON

& CO., PU_LISHEI<S, 549 & 551 Broadway,

N. Y.

Opinions

of tlte Press

on the " fn#rnalianal

Scienliflc

Series."

XIII.

THE

DOCTRINE

Descent,
Bj,
Professor

in

and

Darwinism.

OS CA I_ S CII_IID T,
the

University

WITH

I vol., Iemo.

OF

of

Strasburg.

26 WOODCUTS.

Cloth .........

Price,

$I.5 o.

"The
entire subject is discussed
with a freshness,
as well as an elaboration
of detail, that renders
his work interesting
in a more than usual degree.
Tile facts upon
which the Darwinian
theory is based are presented
in an effective
manner,
conclusions
are ably defended,
and the question
is treated
in more compact
and available
style
than in any other work on the same topic that has yet appeared.
It is a valuable addition to the ' International
Scientific
Series.' "--B:,s/on/',;st'.
" The present
relume
is the thirteenth
of the ' International
Scientific
Series,' and
is one of the most interesting
of all of them.
The subject-matter
is handled
with a
great deal of skill and earnestness,
and the courage of the author in aw)wing
his opinions is nmch
to his credit ....
This volume
certainly
merits
a careful perusal."-lqartford
l£venb_g
tS_st'.
" The volume which Prof. Schmldt
has devoted to this theme is a valuable
contribution to the Darwinian
literature.
Philosophlcal
in method,
and eminently
candid,
it shows not only the ground which Darwin
had in his researches
made, and conclus ons reached
before him to plant his theory upon but shows, also, what that theory
really is, a point
upon which
many good people
who talk very earnestly
about
the
matter are very imperfectly
informed."--Det'rez_'
2_)-ce Press.
XIV.

The Chemistry of Light and
Photography;
In

its

Application

to

Apt,

Science,

.Hy 1)r. IIERIII..tA'A
Professor

in the Royal
WITH

12mo

..............

ioo

industrial

and

Industry.

?- VOGI_'Z,
Academy

of Bexlin.

ILLUSTRATIONS.

Price, $2.oo.

"Out
of Photography
has sprung a new science--the
Chemistry
of Light--and,
in
giving a popular
view to'the
one Dr. Vogel has presented
an analysis
of the principles
and processes
of the other.
His treatise
is as entertaining
as it is instructive,
pleasa tly corrtbining
a history of the progress
and practice
of photography--from
the first
ro lgh experiments
of Wedgwood
and Davy _ith sensitized
paper,
in i8o2, down to
the latest improvements
of the art--with
technical
illustrations
of the scientific
theories
on wh ch the art is based.
It is the first attempt
in any manual of photography
to set
forth adequate
y the just claims of the invention,
both from an artistic an_t a scientific
point
of view, and it must be conceded
that the effort has been ably conducted."-Chicago
Tribune.

D. APPLETON

& CO., PUBLISHERS, 549 & 551 Broadway,

N. Y.

O_biniotts of the Press

o/t lhe " Inlernalional

Scienli_/fc
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XV.

Fungi;
THEIR

NATURE,

INFLUENCE,

AND

USES.

_), _,7I. c. COOA_22", _]I. A., LZ..D.
Edited by Rev. M. J. BERKELEY,
With Io 9 Illustrations.

M.A.,

f. L. S.

Price, $I.5O.

"Even
if the name of the author of this work were not deservedly
eminent,
that o_
the editor, who has long stood at the head of the llritish
fllngologls_s,
w_mld bt a sufficient voucher
for the accuracy
of one of the best botanical
monographs
ever issued
from the press ....
]?he structure,
germination,
aml growth
of all these widelv-dlffused organisms,
their habitats
and influences
for good and evil, are systemat[aalty
descrlbed."--Weev
I'arZ" ll_rid.
" ])r. Cooke's
book cmnains
an admirable
rd_'umdof
what i; known on the structure, growth,
and reproduction
of flmgi, together
with ample bibliographical
references
to original s_mrces of information."_oJtdoTz
,4 2!/gg_],
'gZ'lltll.
"The
production
of a work like the one now under
review represents
a large
amount of laborious,
difficuh, and critical _ork.
and one in which a serlmls slip or fatal
error would be one of the easie>t
matters
l_o_sible, but, as far as we arc able to judge,
the new hand-book
seems in every way well suited to the requirements
of all beginners
in the difficult
and involved
study of fung_logy."--The
Gard:Jeer's
Chram,k"
(Lo_l.
don).
XVI.

. The Life and Growth of Language"
AN

OUTLINE

OF

_R:, IVIZLIA
Professor

of Sanskrit

LINGUISTIC

SCIENCE.

3I l) [I'IGbI7 _ IVHI]_VE
and Comparative

I vol., I2nto.

Cloth.

Philology

t;

in Yale College.

Price, $I.5O.

"Prof.
Whitney
is ta be commended
for giving to the public the results
of his ripe
scholarship
and unusually
profcmnd
researches
in simple lm_uage.
He drav. s illustrations and examples
of the principles
which
he wishes to impaa-.t, from common
liib
and Ihe words in frequent use.
" The topics discussed
in this volume
are, for the most part,
those which
havv
been already treated by other writers on pbitologv,
and even by the authc_r himself, in
his volume on ' Language,
and the Study of I_anguage,"
publishe}t a few years ago,
and, though many of the truths
here set forth are those with which
students
in the
same line ofinvestigation
are generally
familiar,
all will rejoice to see them restated
in
such a fresh and simple way.
" ]'his work, while valuable
to scholars,
will be interesting
to every one."--Tfi¢
C/zurc/gmaTl.
" This work is an important
contribution
to a science which has advanced
steadily
under conditions
that appear
constantly
to thrc_w an increasing
light on difficuh
questions, and at each step clear the way for fllrtber discoveries."--Chicag,_
l_ltt'_-Oc,'a_z.
"Prof. Whitney
is undoubtedly
one of the furemost of Engli>h-speaking
philologists,
and occupies
an enviable
position in the wider circle of Etm pean students
of language.
" His style, clear, simple
picturesque
ab, m_din_
in striking
illustrations,
and apt
in comparisons,
is admirably
fitted to l,e the vehicle c_fa popular
treatise
like the work
under consideration."--PortlaTcd
1)ail3' Fr,'ss.
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*' Mr. Darwin's
bgok may be held up as a model of what a treatise
should
he that
is addressed
to intelligent
readers,
a majority
of whom, it is to be presumed,
have no
spec a aeqt a ntance
with the matter
under
consideration.
In style it is strongly
marked
with Darwinian
characteristics.
The open ng passage,
indeed, Mlowing
for
difference
of suhject_ s drawn up almost precisely in the same way as that which ushers
in Chapter
1. of the ' Origin of Species.'
We have laid before us the circumstances
that led the author
to pursue
his researches
in the first instance,
so far back as x86o;
then, step by step, we are treated to the history of those researches
; fact is added to
fact, inference
to inference,
till at length the body of evidence,
direct and indirect, becomes so overwhelming,
that there isas
little chance
of controverting
Mr. Darwin's
conclusions
as there is for a fly to escape when once it has been caught
in the cruel
embrace
of a sun-dew.
The modesty
the perfect candor,
the scrnpulous
care to acknowledge
the labors of others,
even in the n ost tr fi ng particulars
are as.apparent
in
this as in the rest of Mr. Darwin's
books.
These
Darwinian
charactensttcs,
as we
venture
to call them, are only equaled
by the apparently
inexhaustible
patience
with
which he h,_s pursued
his observations
and experiments
throughout
many years."-Zondon
A thenceum.
" In this work Air. Darwin's
patient and painstaking
methods
of investigation
appear to the best possible
advantage.
It is impossible
to read it without
enthusiastic
admiration
for the n_enu ty which be displays in devising tests to deternfine
tbe characteristics
of the planets, the peculiarities
of which he is studying,
and, as is always the
case with bim, he presents
the conclusions
arrived
at in language
so lucid that he who
reads simply for information
is sure to be attracted
and charmed
quite as much as the
professional
student."--N.
Y- Times.
" As a model of selentifie
inqulrv,
is work will scarcely
find a parallel
in any language.
It is utterly free from the dlffuse verbiage
which corrupts
the style of so many
_fthe prominent
German naturalists,
and from the subtile
refinements
wbich
so often
throw an air of romance
around the physical
speculations
of French
writers.
In English scientific
literature
it has no s_:perior in acuteness
of thought,
candor of judgment,
and felicity of expression.
" Mr. Darwin's
manner is equally remote from the vehemence
ot the polemic and the
indifference
of the cold-blooded
obserVer.
His pages are warm with deep human m.terest, but an interest
inspired by thelove of truth and knowledge
not t_y personm passton.
His anxious endeavor for accurate
observation
is evinced in evmw line of his writings,
and, if he clings to theories with the earnestness
of a discoverer,
l{e clings still more devotedly
to the facts of Nature
which he undertakes
to interpret.
The scope of his experiments
illustrates
the rare fertility of his mind as well as his wonderful
patience.
The thoroughness
of their execution
is full.y equal to the ingenuiD'
of their conception.
No detail appears
to escape his notice, no inadvertence
mars the harmony
of his statement, no unw se haste disturbs
the clearness
and serenity of his judgment,
and even if
one could be indifferent
to his volume as a sc entitle production,
it must still be admired
as a masterpiece
of intellectual
workmanship.
''--_.
I: T_'bune.
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x vol., xamo.
579 pages.
Cloth.
Price, _2.oo.
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_is observation
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*' The work is pro atdv the ablest exposition
of the subject _,hleh ha_ been gives to the world,
mad goes
far to estM
isb a new sys_e
of 3Ientai
Fhilo_ophy
upon _ much broader
end more subst'aaxtial basis than
it h:_s heretolbre
stood."--_'ff.
1J,ui_ Dem*,.reZ.
" Le us ad
that nothbr,
we have said, or in any limited space, couhl say, wouhi give an adequate
coneepti
t /f the va uab e and_urious
co eel o i of fu:<:ts bearilds oa morbid mental
conditions,
the learned
h
lo I _a
t o
a d the tr
h
f useful hints tor mental
trainlnL" wldeb make this lar e
aPn_I ,et%'erv
_nP_usi, ", ......
i ....
ti,'e b_,k .........
lopmdia
of well-elussified
and ellen
verg_'
startling
ps'¢cbologica_
experienees."--Lo_u/_n
Sl,:eta yr.
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Wonders
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lly R. z_x. PR")CTOR,
I_. A.
" A very charming
work
cannot
Nil to llft the reader's
mind up _through
Nature's
work to Nature's
God.' "--L,;nd,m
Ntan lard.
"Prof.
II, A Pr _tor is one of the very few rhetorical
scientists
who have the art of making
science
po u ar without
ln_hlng
it or them_elves'eontemptihh_.
It _il! be hard to find anywhere
else so ulueh
skl_l in efh:cl_ve ex _ression, cotnbiucd
with _o much genuine
astronomical
leartling_ as" is to be _een in his
Dew vo ume.
--(,he a an Uiden.
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PRACTICAL

USE.

By

various
Writers.
Edited
by JAMES
HINTON.
With
5 ° Illustrations.
I vet.,
i2mo.
Price,
$2.25.
"This
b_ok is one of rl_re value, and will prove useful
to a large class in the community.
Its chief
reeommendat
( n s n ts pp ying the laws of the science 0f ph_ si(do_y to cases of the deranged
or diseased
opera
o s of the otWans or woeesses
of the hunmn system.
It is as -thoroughls
pra4 tical Us is a book of
for nu as or' medicine,
and tile st_'le in which the information
is given is so entirely
devoid of the mystification
of technical
( r seient fie tern s lint the most simple can easily comprehend
it.'--lSoston
Gazette'.
"O'a
the,_orksuponhealfh
ofapoimlar
character
whlch
we have mei with lbr some lime. and we
are gltul to think that
this most impr_rtant
branch
el knowledffe
is beeomin_more
enlarged
ever}" day,
the work before us appear_ to be the simplest,
the soundest,
and the bestY--Chieag,_
l_zet-Oeeau.
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By JAMES
GEIKIE,
F. R. S.E.
\Vith
Map%
Charts,
and
numerous
Illustrations,
x vol.,
thick
I2mo.
Price,
$2.5o.
_The
Great
Ice A_e'
s a w rk of ex raordinarv
interest
and value.
The sub;ect
is peculiarly
attractiw
in the immensity
of its scope, and exerei_e_ a_aschmti,,n
over the iron#nation
so ai,serbing
tbat
it can scarcely
find expresskm
in words.
It h_z all the charms
uf wonder-tales
and exc_tez scientific
and
unscientific
n inds aI]ke."--B,_l,,t_
Gazette.
" Every st,.p in the process
i_ traced
_ 'ith adm cab e persp cu tv an t fullness by Mr Geikle.'--lmtd,nl Satur_ta,_ Re_iew.
*
"
"' Tile (_n*at h:e Age _ by James
Ge_kle i_ a ho_k
that
unites
the popular
and ahstnlse
elements
of
_cientific research
to a rem_r'kable
de_ree.
The author
recounts a s_orv that i_ more romant
c than n ne
novels (,ut of ten_ al_d we have read the book from first t_ last with unflagging
interest."--/_,_e_
£bmme_,
ci_I i1_lbtln.
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the Existing
State
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Science
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to the Functions
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M.D.
Complete
in Five
Volumes,
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pages
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lO 5 Illustrati_ms.
Cloth,
$22.oo
shecp,
$27.oo.
Each
volume
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Price,
cloth,
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The
fifth and
last
volume
has just
been
issued.
The above is bv far the most corn lete work on kuman
phv_i_log'y
in tile Engllsil
1,qn_uage.
It treats
of the functions
ot _the human body _rom a practi
al point of'view,
an(1 is enriched
hv many original
experlments
and observation_
bv the author.
Considerable
space
is given
t_ ph'¢slolo_icM
t[natomy,
imr t cu arlv the s rl cture ofg at_du ar organs
tile digestive
swtem,
nervous
svstenl
blo,,d-ves_els,
organ_ of
_peeial _ense. and organs
of generation _. It not only eonsh{ers tile various
f_mctions
of the body, frOlll ttu
experimental
stand-hoint
but is peculiarly
rich in _:itations of the literature
of ph','siol.g3".
It is therelbre
invaluable
as a worl_ of reference for chest" who wish to study the subject
(d phvsi',do_'y
[,xhaustlve]y.
As
• complete
treatise on a subject
of such interest,
it should be in the lib_rio_
_f ]iterar'¢ aim selentific
men,
as well as in the hands .)f practitioners
and students
of medicine.
1 ltustrations
are i'ntroduced
wherever
they are neces_ry
for the elucidation
of the text.
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By HERBEkT H. BANCROFT.
To be completed
in 5 vols.
Vol. I. no_
ready.
Containiug
Wild Tribes:
their Manners
and Custom.
I vol., 8vo.
Cloth, $6; sheep, $7.
+'We can Oldy say that if t e re nalning volumes are executed in the same spirit ot
¢.at_dldand careful invest gation, the same tint r ag industry, and intelligent good sense,
which mark the volume before us, Mr. Bancroft's ' Native 1).aces of the Pacific States
will form as regards aboriginal America, an encychJpmdia of knowledge not only un
equaled but unapproac rod. A literary enterprise more deserving of a generous synt
pathy and support has never been undertaken on this side of the Atlm_tic."--FRANClS
PARKMAN,
in the A;orl/t ,q merlcan ldevz_:v.
"The industry sound judgment, and the excellent literary style displayed ila tblt
work, cammt he too highly praised+"--J3oston tbsL
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A BRIEF

0F CULTURE.

By JOHN S. ]y[ITTELL. I vol.,I2mo.
Price,$1.5o.
"Hewrtes
napopuarstyleforpopularuseHetakes groundwhlch hasnever
10eenfully occupied before, ahhough the general suhject has l_een treated more or le_l
d stinctl} b3 several writers.
. . Mr. Hittell's method is compac% embracing a wide
field in a few words, often presenting a mere hint, when a fuller treatment is craved by
the reader; but, although his hook cannot be commended as a model of literaW art, *t
may be consulted to great advamage by every lover of flee thought and novel suggestions.'--:V.
Y. Tribune.
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SCIENCE.

By Jorlx
W. DRAPER, M. D., author of "The
Intellectual
Developmet:t of t'urope."
1 vol., x2mo.
Cloth.
Price, $1.75.
"The conflict of which he treats has been a miahtv tragedy of humanity that hza
dragged nations into its vortex and invo!ved the faic of empi_es. The work, though
zmaU, is full of instruction reg:}rding the rise of the great ideas of science and philosophy; and he describes in an lmpresslve manner and _ith dramatic effect the way reigious authority has em _oyed the secu ar p,wer to obstruct the pro;:ress of knowledge
and crush out the spirit of investigation
Wt lie there is not in his book a word of din.
respect for things sacred, he writes with a directness of speech, and a vividness of char.... rizati ....
d ...... flinching fidelity to ti:e f,act h wh.ich show hin? W be in thorOUc_
?
earnest with his work. The _History of the (.onfltct between lKellk_lOnant] pc1_--Ilc
is a fitting sequel to the ' H story of t}aeIr tellectual l)e_eiopment of Europe,' and will
add to its author's already high reputation as a philosophic histori_oxl."--dV- t'. Tribune.

THEOLOGY
COWPER,
Rev.

IN THE

ENGLISH

COLERIDGE,
WORDSWORTH,
NTOPFORD BROOKE.
I vol., 121110.

POETS.
and
Price,

BURN'S.
$2.

By

"Apart from its literal" merits, the book rnav be said to possess an independent
vahte, as tending to familia)ze a certain section oi the English public with more enlightened views of theolog3'."--Londo't
A l/zclm, um.
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THE growing
importance
of scientific
knowledge
to all classes o[ the
COmmunity calls for more efficient
means of diffusing
it.
THE t OPUL&R
SCIENCE /_,tONTHLY has been started to promote this object, and supplies
a
want met by no other periodical
in the United States.
It contains
instructive
and attractive
articles,
and abstracts
of articles,
original,
selected,
and illustrated,
from the leading
scientific
men of different countries,
giving the latest
interpretations
of natural
phenomena,
explaining
the applications
of science
to the practical
arts, and to the operations of domestic
life.
It is designed
to give especial prominence
to those branches
of science
which help to a better understanding
of the nature of man ; to present
the
claims of scientific
education
; and the bearings
of science upon questions
of society and government.
How the various subjects
of current opinion
are affected by the advance
of scientific
inquiry will also be considered.
In its literary
character,
this periodical
aims to be popular,
without
being superficial,
and appeals
to the intelligent
reading-classes
of the community.
It seeks to procure authentic
statements
from men who know their
subjects,
and who will address
the non-scientific
public for purposes
of exposition and explanation.
It will have contributions
from HERBERT SPENCER, Professor
HUXLEY,
Professor
TYNDALL, Air. DARWIN, and other writers
identified
with speculative thought
and scientific
investigation.
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