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T HIS book it intended to give in form for ready reference 
the ulient facu in regard to the finances of the United 

KinRdom. 
The earlier chapten teU the financialltory of the critical 

period of the war from the fateful Augult 4, 1914, when war 
Wat declared, to the budget Ipeech of Chancellor Chamber
lain on April 19. 1920, .. hich 10 ably dealt with the financial 
problem. of the reconstruction period. The later chapten 
discu •• the revenue, expenditure and debt prior to 1914 and 
England'. method. of financing from the time of William the 
Conqueror. Preaent day financial method. are traced back 
to their oriRin. in theae early day •. 

The activities of the Bank of England are 10 closely inter
woven .. ith the operation. of the Engli.h Trea.ury that to 
apprehend clearly Great Britain'. public finance one .hould 
have knowledge of the hiltory, the function. and the opera
tion. of the Bank, therefore aeveral chapten have been d~ 
voted to theae marten. 

Almost without exception the .tatementaof fact contained 
in thi. book, especially thoae having to do with ita main pur
pose-public finance-are baaed upon a .tudy of official docu
ment.. Where necessary to depend upon .econdary IOUrces 

care hOI. been taken to refer only to those admittedly author
itative. 

We are hopeful that this book may contribute to a better 
understanding of Great Britain'. pretent financial problems 
and how they are being IOlved, and that it may prove to be a 
useful work of reference for our friend •• 

BAMuu TavlT CoMPANY. 
New York. June, IgJO. 
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English Public Finance 
CHAPTER. I 

"1920" 

T HE great world war of 1914-1919. officially terminated 
by the ac:crptance by H. M. King George V. on July 31, 

19190 o( the Peace o( Versailles, signed June 28, 1919, cost 
Great Britain over £10,000 million sterling. If we add to this 
.um the war expenditures of the British self-governing 
Dominions; Canada, £401 million; Australia, £379 million; 
New Zealand about £76 million; Union of South Africa, 
£60 million and little Newfoundland about £3 million; 
together with the war expenses of the Crown Colonies. and 
India's. war expenditure of £20 million and contribution of 
£100 million, we arrive at a grand total for the British 
Empire o( over £11,000 million. This was an expenditure 
~ade necessary by the war in excess o( what would have 
been the expenditure for the period on the basi. o( the pre
war budget. 

An analysis of the total expenditure of the United King
dom (rom 1688 to 1920 disclolCl the amazing fact that for 
the sUr ji.mu 'YU1t'S, beginning March 31, 19140 and ending 
March 31, 1910, the expenditure of the Government actually 
exceeded the total expenditure for thet two .rul G fflat1n 

fl. _Ir", lid. _pu1eaoa. __ we "'-Y _ ..... .." '" the fact that 
,t.. pu-::r, _ '" &he , -,::, - lluctuated pall,. du ...... thla .,mod .ad 

:-~""'~·.:-"c!.".!::rtl!. ~ ~~ ·tt~:.s.~t="'~m.=.w-: __ Ie aiDdall u.r-p ~ ______ ~ ... made. 

[I 
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• 
centuries preceding 1914. . The exact figures are, for the 226 
years £10,944 million, for the six years £II,268 million. 

The people of Great Britain paid into the coffers of the 
Government in taxes and other revenue collections over 
36 per cent. of this vast sum of more than eleven thousand 
million sterling. The other 64 per cent. was borrowed. 

The war borrowings of Great Britai~ at their maximum, 
December 3 1,1919, amounted at par value of securities issued 
to £7,368 million, £6,011 million furnished by her own 
people, £1,027 million borrowed' in and from the United 
States and £330 million bortowed from other foreign nations 
and from the Dominions. On the other hand, Great Britain 
had then loaned to the Dominions £186 million and to her 
allies £1,666 million, so that the amount loaned abroad 
exceeded by £495 million the amount borrowed abroad. 

Thus we find that the 46 million people of the British 
Isles raised entirely from their own resources a 'net amount 
of £9,911 million, over £215 for each one of their number. 

For the active war period covering the five fiscal years end
ing March 31, 1919, from 22U per cent. to 34U per cent. of 
the expenditur~ was raised from taxation, other revenue 
collections, and war contributions. In the fiscal year 
ended March 3 I, 1920, taxes and other revenue produced 
about 65 per cent. of the aggregate budget of £1,662 million 
while receipts from- war contributions, sales of war property 
and income from trading undertakings yielded about 16 per 
cent., leaving less than 20 per cent. to be provided from loans. 
Indications now are that in the current fiscal year (192<>
'21) the budget will balance not alone without any addition 
to the debt but, if the present plans of the Government 
materialize, with a substantial surplus for the reduction of debt. 

The Dominions have made an equally good or even better 
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showing. Canada has taxed herself for nearly fifty per cent 
(48.10) of her total war time expenditure; Australia raised 
4Opercent.from taxation and New Zealand appears to have 
raised 57 per cent. from taxation. 

The national wealth of Great Britain, or, as some 
economiltl prefer to say, the national capital, at the beginning 
of the war i. eatimilted to have been £14,500 million. There 
has probably been no actual addition during the war. On 
the contrary, doubtless, there has been some depletion therein. 
However, measured by the paper pound sterling of today 
we may quite conaervatively take £24,000 million as the 
figure with which to compare the £8,078 million to which 
the debt grew from the pre-war figure of £711 million; giv
ing u. a ratio of uy, 33J1 per cent. of debt to wealth. The 
debt charge for interest and managemt'nt i. now about £360 
million, comparing with £24 million before the war. The 
present-day charge i. about ten per cent. of the national 
income estimated to be £3,600 million. 

Having in mind these statilltic., 10 vast as to be almost 
beyond comprehension, it will be of interest to know the 
condition. under which they developed and the means used 
to handle the problems of war finance. 



CHAPTER II 
"19 14" 

I T was the tum of the business year. The cloud of pessi
mism which had overhung the international finance 

markets since the outbreak of the Balkan wars in 191Z 
seemed about to disappear. 

The half-yearly settlements had passed over smoothly in 
the chief money centers of Europe. The Bank of England 
and all the great central banks on the Continent were in 
strong credit condition. Some of these banks had accumu
lated reserves beyond anything hitherto known. In fact, the 
accumulations of gold were becoming so great as to indicate 
that a great revival in trade might be expected. Deposits 
in the banks of the United Kingdom were heavier than at 
any time in their history, amounting to about £1,150 mil
lion, an increase in the fifteen years since the beginning of the 
Boer War of over £300 million. 

The open market rate of discount in London had averaged 
in the previous six months £z lOS per cent.; lower than for 
,any year since 1908, when the average rate for the year was 
£Z 5S 7d per cent.; and with that exception lower than at 
any period' since 1898. This condition was in great contrast to 
that which had characterized the money markets in 19IZ and 
1913 when the discount rates had been high-averaging £3 
II s 6d per cent. in the former year, and £4 6s IOd per cent. 
in the latter year. These high rates in large part had been 
due to the heavy demands made upon the capital of the world 
for the expenses of the Balkan wars and the dislocation of 
trade through Southern Europe because of these wars and for 
the subsequent rehabilitation of the war-tom territory. 

41 
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Commodity priCet in these yurs had been high and invest
ment leCurity price. low. 

With 1914 had come a change in this situation and events 
appeared to be favoring a revival in the securities markets, 
with Ie .. active com modi tie. markets. England had enjoyed 
one of the be.t .ix month. busines. on record in her foreign 
trade. even though it had been conducted on a somewhat 
lower price level than in the previous year. At the moment 
trade W31 quiet. It W3I estimated that during the half year 
England had invested over £100 million abroad. Her total 
investments abroad were estimated to be not lesl than £4,000 
million. while her annual income from these investments, from 
freights paid for carrying foreign good. in British ships and 
from banking charge. W3I estimated at £350 million. 

A. we have already .een, her national debt wa. only £711 
million. Ie •• than five per' cent. of her estimated national 
wealth of £14>500 million. 

Thererore, from every point or view, England in July, 
1914> wa. in a atrong financial condition. Her people were 
prosperou.. The welrare of even the humblest classes had 
been made the lubject of important governmental action, 
whil. the Otancellor of the Exchequer, David Lloyd George, 
had given notice of hi, intention to bring rorward a great 
program ofland rerorm. Relations with her Overseas Empire 
were never closer or more cordial. Earnest efl"oru were being 
made to work out some plan for representation of the great 
Dominion. in an Imperial Parliament or ror lOme equivalent 
arrangement. The only .eriou. political .ituation wa. the 
perennial one of Ireland, where preparation. for armed 
resistance by the Ulsterites to Mr. Asquith'. proposed Home 
Rule plans gave the Government con.iderable anxiety. 
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War Breaks--Emergency Measure.r 
On the 23rd of July came the news of Austria's peremp

tory ultimatum to Serbia. On the 2Sth Serbia's reply and on 
the 28th the startling advices that Austria-Hungary had de
clared war on Serbia. Money began to tighten; the stock mar
kets became weak. On the 1st of August, Germany and Russia 
were at war. The foreign bourses were in a state of panic. 
London and New York were the only important open mar
kets. They were flooded with international securities. Be
tween July 20th and July 30th Consols fell six points, India 
3'us four, French Rentes five, hom~ rails from five to fifteen 
points. American rails broke heavily. Canadian Pacific sold 
off 2S'u points. South Americans dropped from four to 
twenty-four points. Still England was not involved. On the 
follQwing day the Stock Exchange closed. The newspapers of 
the day reported that "paralysis, not panic," was the word 
which defined conditions. On August 1st France ordered a 
general mobilization following a peremptory not~ from Ger
many on July 31St demanding that she define her attitude 
within twelve hours. On this same day German troops occu
pied Luxemburg and on the 4th Germany had started her 
troops across Belgium. At I I p. m. of the 4th Great Britain 
entered the lists in defense of Belgian neutrality in accord
ance with her treaty obligations. 

Fortunately for the finaftcial world these events were 
taking place at the time of the London Bank Holiday which 
extended from Saturday, August 1st, through Monday the 
3.rd. One of the first steps taken was to extend the holiday 
to the seventh. This gave time in which to take remedial 
measures. On July 31st the Bank rate had been raised to 
8 per cent. On the following day it was raised to 10 per cent. 
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Naturally on the eve of the holiday many people had required 
money for their week~nd payments and holiday expenses. 
Thi. cauaed a demand on the bank. for gold, for it will be 
remembered Bank of England notes are not issued in denomi
nationl of Ie .. than five pounds. The joint-stock banks 
declined to payout gold, telling their patrons to go to the 
Bank of England. Thil unprecedented action verY naturally 
frightened the public and Itimulated their desire for gold, 
leading to heavy demand. being made upon the Bank. 

During the extended holiday important steps were taken 
to inlure the ltability of the financial structure. 

Th CUfTmcy Notts 
Provi.ion Wal made to issue Government notes in denom

inationl of £1 and of 10 shillings. They were issued by the 
Bank of England aI agent. The plan was to lend a supply of 
luch notel to each bank up to %0 per cent. of its deposits. 
For thi. advance the banks were to be taxed at the rate of 
5 per cent. per annum upon the par value of the notes bor
rowed. The bank. were thul provided with fundi for over 
the counter paymenu. 

C/~aring HOUJt Cmfficatts 
For inter-bank transaction. recourse Wal had to Clearing 

HOUle Certificatel a device adopted from American practise 
in times of .pecial Itrell. These certificates were protected by 
the deposit of securitiel with the Clearing House. 

Th ]"[oralorium . 
The next Itep was, on August 4th, to declare a limited 

moratorium-that i .. a limited period during which creditor. 
could not demand payment from those indebted to them. 
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This was at first for one month, afterward extended to three 
months. 

Protecting the Acceptance Market 
The most important action at this time was the provision 

made on August 13th, that the Bank of England, under Gov
ernment guaranty against loss to itself for so doing, should 
discount pre-moratorium bills, whether drawn by enemy alienI! 
01' by others, without recourse to the holder, "giving the 
acceptor th.e opportunity until further notice of postponing 
payment, interest being payable in the meantime at 2 per 
cent. over bank rate." This offer applied not only to such 
bills of exchange as were customarily discounted by the 
Bank but also to other good trade bills and foreign and 
colonial acceptances. 

A moment's reflection will show how all important this 
action was and also the importance of the subsequent arrange
ments for securing a free market for bills of exchange. For 
years London had been the banker for the world. The system 
of acceptances had helped to bring this about. If a coffee 
grower in South America sold coffee to New York, or to Berlin; 
if a sugar producer in Cuba or in Java sold sugar in Constan
tinople or in Paris; if an Indian merchant sold articles of lux
ury; the Chinaman, tea; the American or the Egyptian, cotton, 
the settlements were almost invariably made through London. 
The Chinaman might sell his tea in New York, but he would 
arrange for payment through London. The New York tea 
buyer through his bank in New York would engage a London 
J\cceptance House or Bank to pay the Chinese merchant by 
accepting a draft which that merchant would draw on the 
New York buyer through London. To meet his obligation 
the New Yorker would perhaps buy a bill which a wheat-
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grower in MinnelOta was drawing on London to pay for wheat 
which had gone to France. 

The.e bill. coming in from all parts of the world were mu
tually cancelling each other, while during the period they had 
to run they were considered the choicest, the mO$t liquid 
allet, next to actual cash, which a bank could hold. If a bank 
required money to meet an unexpected demand it need only 
offer a block of bill. in the market and thus could immediately 
obtain the fund. required. 

"hen war, involving 10 many of the great mercantile na
tion., was unexpectedly declared. the banks suddenly found 
their asseu "froun"~ntirely unavailable. Worse than 
thi., there were bill. in transit which they and the acceptance 
house. were obligated to accept upon arrival and there were 
million. in value coming 4ue day by day which they were 
obligated on behalf of clienu to pay. Manifestly this wa. the 
great financial problem requiring inltant attention. This situ
ation was met first of all as already .tated. by providing a 
market with the Bank of England for the pre-moratorium 
bill.. A few week. later. on September 4th, thi. was 
followed by a further provision whereby acceptor. who were 
unable to meet the pre-moratorium bill. at maturity received 
the necessary (und. (rom the Bank o( England at 2 per cent. 
over Bank rate. By thi. proces. endorsen on the bill were 
released. The loan. made to the accepting house. were, (or 
the mOlt part. to constitute • IeCOnd and not • fint claim 
upon their asSelL Thil greatly increased thenegotiabiJjty 
o( post-moratorium bill. accepted by the .ame houseL 

• 
Trtluury Bills Issued 

On August 19th tenden were asked (or £IS million Treas
wy Bill. to provide (or the immediate need. of the Govern-
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ment in connection with these operations. These bills, da't:ed 
August 22d, represented the first public issue of securities for 
financing the war. 

To obviate the risk of transporting gold across the ocean 
it was allowed to accumulate for account of the Bank of Eng
land in America at Ottawa, in South Africa at Cape Town, 
in Australia and in India. Credits were granted by the Bank 
against such deposits. 

The Stock Exchange Loans 
These matters having been arranged it was necessary to 

protect the Stock Exchange situation. On October 31st 
Government measures of assistance were announced. These 
provided for the extension of bank loans to members of the 
Stock Exchange, until a year after the war, and with no in
crease in margin. Other lending institutions not able to give 
such long credits were permitted to obtain advances from the 
Bank of England on Stock Exchange securities up to 60 per 
cent of their value on July 27th. Such loans also were to 
run until a year after the war. 

Advances to Export Merchants 
On November 4th, a very interesting arrangement was 

made between the Government, the banks and the Associa
tion of Chambers of Commerce of the United Kingdom to 
promote the export trade. To solvent traders were to be 
advanced funds equivalent to 50 per cent. of moneys owing 
to them by debtors resident abroad, these advances to be 
used by the traders to continue their busineS§ and pay their 
commercial debts to other traders and manufacturers. It was 
understood that the moneys provided were not to be taken 
by the banks to reduce loans or overdrafts or to pay bank 
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acceptancel but were to be solely a new credit free for meeting 
the purely trade obligationl of the borrower and in pushing 
hil bUlinesl as rapidly as possible. Any loss was to be borne, 
7S per cent. by the Government and 2S per cent. by the ac
cepting banks. 

Similarly, the cotton trade was encouraged. On Novem
ber 16th the Government arranged a fund to be used to en
able borrower. to meet market difference.. The payment of 
the advance. was guaranteed as to So per cent. by the Gov
ernment, 2S per cent. by the Liverpool Cotton Association, 
and 2S per cent. by the lending bank. 

Succus Afftnding Thut Efforts 
Such were the principal emergency measure. taken during 

1914 to inlure as nearly a. possible an uninterrupted progress . 
o( the banking and mercantile community. Although the 
moratorium wa. not formally declared ended until Novem
ber 4th .. we have the word of Sir Edward Holden a. authority 
that actually, as far a. the banks were concerned, "they came 
from under it" in September. The year cloled with a heavy 
increase in deposita and with a large increase in the gold 
relCrve of the Bank of England which after dropping from 
£40 million on July ISth to £27 million on August 8th, be
came £69 million December loth. So that the proportion or 
reserve to liabilities after dropping from S2Ji per cent. in 
July, to 14Ji per cent. in August, increased to ll~ per cent. 
on December loth. At the close of the year money was a 
drug on the market-three month. bill. being quoted at 2U 
per cent. 

At the close or 1914 it was estimated that lOme £84 mil
lion of lpecial loan. of Yariou. kind. were being carried 
(or the Government by the Bank. Thi. total included pre-
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moratorium bills, advances to traders and others after the 
expiration of the moratorium, sums lent on Stock Exchange 
securities, and~o on. In addition, were the amounts being 
carried by the joint-stock banks; 



CHAPTER III 

War Costa and How They Were Met 
(19 14-1920) 

HAVING reviewed the financial measures adopted at the 
beginning or the war to save the general business situa

tion, and elpecially to protect the banks, let us tum to a 
consideration or the direct financing or the requirements or 
the Government itselr. The immense figures involved are a 
matter or common knowledge. They are summarized as to 
the claues or expenditurel and as to lOurcei or receipts in 
the tabular statements printed below. These will be round 
to repay carerul study. 

We may now consider the financial methods used. 

lo/IatjrJn MtthoJs UstJ 

It mUll be rrankly admitted that the expenlel or the war 
were financed by inSation methodL Not, however, the same 
kind or inSation practised by all the Continental nations or 
immense iuues or bank noteL England did iuue non-inter
est bearing circulating notet-the Currency (Treasury) Notes 
already mentioned-but the aggregate or £356 million out
standing at the c10le or 1919 100'" very modest alongside or 
the billion. or note. i .. ued, ror example, by the Bank or 
France. The inSation was or. more .ubtle kind but perhaps 
even more potent. It was inSation by the use or bank dept1sit 
credit. 

[13 
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Trellsury Bills 
Our friend the Treasury· Bill-successor to the Excheq

uer Bill of former times-and advances from the Bank of 
England on -the credit of Ways and Means were the principal 
agencies used by the Government to transmute bank deposit 
credit into ships, aeroplanes, tanks, ordnance, munitions, food 
and clothing for the soldiers, separation allowances for their 
families and finally into a crushing defeat of the enemy. 

Taxation 
But the entire dependence has not by any means been 

placed upon this modern Alladin's lamp. Taxes have stead
ily increased. Where in the first year of the war they 
amounted to less than £200 million, they have since then 
mounted year by year until in the fiscal year ended March 31, 
1920, they yielded nearly £1,000 million! The principle upon 
which taxation has been based has been that the revenue 
receipts should at least provide for the ordinary peace budget 
and in addition for the interest upon the debt and for an 
annual sum to .be applied to its reduction. This ideal has 
been fully realized and a good surplus in addition to apply 
toward the payment of the military and other special expenses 
caused by the war. The provision of a sinking fund, while 
the debt was a growing one, may be criticised as chimerical 
but doubtless it served a useful purpose as a fund to regulate 
the market for the war bonds; also the fact that, at the time 
of incurring the debt, provision was made for its ultimate pay
ment probably had a real value in establishing confidence in 
the obligations of the nation. During the six years under 



ENCLISH PUBLIC FINANCB [ IS 

review the income (rom taxation and (rom non-tax revenue, 
other than that (rom borrowings provided approximately (or 
JS per cent. o( the first year's disbursements, 22 per cent. o( 
the lecond year's, over a quarter o( the third and (ourth 
year'. disbur.ements, over a third o( those o( the firth year 
and (or more than 80 per cent. o( last fiscal year'. expenses. 

Expmditur~ of If' or Period 
The total expenditure (or the six years o( the war period

that is, (or the fiscal period beginning March ]1, 19140 and 
ending March ]1, 1920 aggregated £11,268 million. OCthis 
wartime expenditure £],605 million wa. met (rom normal 
revenue receipts; £.66 million (rom war contributions, re
ceipu (rom ule. o( war property and receipts (rom trading 
undertakings; while £7,196 million came (rom borrowing, or 
in the proportion. o( ]6.1] per cent. (rom revenue o( aU kinds 
and 63.87 per cent. (rom borrowing. Truly stupendou. 
fiR\lre. and a creditable relult and one which give. great 
confidence to the investor in the nation'. bonds. All cia sse. 
o( taxation have been made to contribute to thi. result, but 
the great dependence o( the Exchequer hal been placed 
upon the property and income tax and iu modem run
ning mate, the excell profiu duty. Englishmen and their 
newspaper editors delight in heckling and finding (ault with 
the Adminiuration. II we would say; the Government, II 
they uy. But to the oblerver 3,CXIO milet away, quietly 
studying the figure. without any other object than to get at 
the (acts, the re.ulu achieved seem little short o( marvelou •• 
They could only be obtained in a country where patriotism 
run. 10 high that the people demand to be taxed and taxed 
heavily, a. we are allured Wal the CalC in England during the 
COUfle o( the war. The (ollowing comparative tablet o( 
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income and expenditure for the six fiscal years 1914 to 1920, 
inclusive, summarize these data: 

GOVERNMENT INCOME-WORLD WAR PERIOD 

March 31, 1914 to March 31, 1920 
In Millions Sterling 

YearaEnded 1915 1916 1917 1918 19[9 1920 Total A.er-
March 31 ag' 

Exchequer balance 10 83 26 .6 .[ [3 [0 

Tax Revenue 
Customs 39 60 7[ 7[ [03 149 493 8% 
Excise -I' 61 56 39 60 133 39' 65 
Estate duties .8 31 3[ 3' 30 41 [93 32 

Stamps 8 7 8 8 12 23 ~ 11 
Land. house. etc. 3 3 3 3 3 4 18 3 
Pzoperty aDd in-
come. including 
super-tax 60 128 .05 '40 291 359 1,292 .15 

Excess Pzofits .. 140 •• 0 .85 '90 935 156 

-
Total Tax [89 '90 514 613 784 999 3.389 56s 

Post-office '9 34 34 35 40 44 .16 36 

tsundry 8 13 '5 59 65 .96 466 77 
--

Total revenue U6 '837 171 707 889 l,ISI ',071 &78 

Borrowinc net '10 1,167 1,619 1,981 l,68lI III 7,196 1,199 

Total net receipts 616 1,10' 1,101 1,69. 1,1171 1,661 11,167 '1,878 
Totalreaources 646 1.587 3,228 •• 718 '.59' 1.675 11,277 

Revenue 
% Receipts 35.53 22.40 .6.0' .6 .• 6 34.58 80.56 36.13 

Borrowing 
% Receipts 64·47 77.59 73.98 73.74 65·4' 19·44 63.87 

-'£14°,000. 

Per 
Cent. 
Total 
Rev-
enue 

12.06 
9.59 
4·7' 
1.63 

·45 

31.7' 
'3.0[ 

83.18 
5·31 

11.51 

JOO.oo 

tIncluding war contributions from India. aDd other over_ colonies and depen 
dencies; also receipts from sales of war property and from trading undertakings, etc. 
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GOVERNMENT EXPENDITURE-PERIOD OF THE 
WORLD WAR 

March 31,1914 to March 31,1920 
In Million. Sterling 

Y_Kadod M....a.,. 191' 1916 1917 1911 19111 -10M 
Graad 
Total 

o.bl-I_ 
udW_t •• 60 127 1110 170 JJI 1 ..... 1 

WIUtary ud otIMr -W __ 

- 437 1.J99 101174 ..... , •• I!II 1.141 9.557 
Chileo...- 71 7J ,. 71 I, I..., UI ........... 16 1'7 16 16 16 .1 179 -
T ... a.,-II .... ... ',II' .... I,IIf I,Ift ..... '1,111 

~- ........ Il 16 16 '1 I, II II 

Tn t.....-..-I r..I 646 1.,S7 ..... '.7.1 '.50' • .61, 11.1" 

Six 'VI. 226 Ytars' Expenditurt 

A __ 

.,. 

,66 

1.59l 
II 
JO ,...,. 

Per 
Cea&. 

01 
Total 

1.119 

.... 1 

4·70 
1.60 

100.00 

To grasp the fun lignificance of these figures we may ad
yantageously compare them with the co.t of government for 
a previoul period. In endeavoring to make luch a compan
IOn we have brought out the Itartling fact to which reference 
haa already been made that the expenditure of the lis yeare 
of the war exceeded the aggregate expenditure of the preced
ing two and Ii quarter centuriel. The table following 
vilualiza this Itatement. In looking at the figures bear in 
mind that during the long period of 216 yeare there were eight 
major wars, fought at great ClI:pen~xpense 10 great that 
the thinking people of the times were appalled thereby. Be
aides these major ware there were many coady military 
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expeditions, the growing cost of civil government and the 
ever present burden of the public debt. Here are the figures: 

GOVERNMENT EXPENDITURE 
In Millions Sterling 

Civil Mili- Debt 
Govt. tary Charge Total 

2){ Centuries (1688-1914) 2,873 4,524 3,547 10,944 
6 Years (1915-1920) 710 9,557 1,001 1l,268 

Total· (1688-1920) 3,583 14,081 4,548 22,212 

This is the burden which German lust for power and ter
ritory placed on one only of the antagonists. Fortunately 
England has the ability to cope even with such a burden, but 
it will require the co-operative work and savings of more than 
one generation to liquidate the £7,367 million of increased 
debt which the war ha~ left as its aftermath. 

The Budget, I920-I92I 

On April 19, 1920, Mr. Austen Chamberlain, Chancellor 
of the Exchequer, presented to Parliament the budget for the 
current year. t!> end March 3 I, 1921. In this connection Mr. 
Chamberlain said: "It is recognized on all hands that the 
present financial year is of great importance in the history of 
Europe, and not least for those nations who emerged victori
ous. Eighteen months have elapsed since the preliminaries 
of peace were signed. Though peace follows on limping foot-

.. ~teps the time must come when each of us should set his house 
in order, and, not content merely with facing present necessi
ties, lay broad and deep the foundations of future credit and 
prosperity. This budget is, therefore, a critical one. The 
paper in the hands of members gives details of the result of 
the past financial year." 
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The paper referred to by Mr. Chamberlain is the financial 
ltatement alwaYI laid before the House by the Chancellor of 
the Exchequer when opening the budget. The budget sys
tem of Great Britain il described in a subsequent chapter. 
A. we have already lurveyed the financel for the past year 
we may proceed at once to consider the estimates for the cur
rent year to end March 3 I, 1921. 

The" contemplate a total expenditure of £1,184 million 
and receipu of £10418 million. The budget provides for ex
pensel of £481 million leSi than the actual expenses of last 
year and for an estimated incre3fie in revenue from all sources 
except borrowing of about £79 million or an improved status 
of the finances al compared with the past year of £560 
million. Therefore, while the financing of the past year re
lulted in a deficit of £326 million, moil of which had to be 
made up by new borrowing, it il expected that in the current 
year there will be a lurplul of £234 million which can be 
applied to the reduction of indebtedness. 

In order to accompliih thil result Mr. Chamberlain an
nounced that it would be necessary not only to continue the 
unpopular excess profiu tax of 40 per cent., but to increase 
thil tax to 60 per cent. In thil connection Mr. Chamberlain 
laid: "I base my justification for the proposal on the con
tinued prevalence of temporary conditionl occasioned by the 
war and arising out of the war creating a condition of scarcity 
hardly distingui.hable. in dect. (rom a monopoly, thuigiving 
to capital engaged in indultry wholly abnormal and often 
extravagant profit.... Mr. Qamberbin then made the fol
lowing significant reference to the proposed levy on war cap
ital. He aaid: "The qualification to which the increase u 
Iubject il this: The House il aware that a Select Com
mittee of this House u now inquiring into the practicability 
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of a levy on war increases of wealth. If, when they have 
completed their deliberations, Parliament should decide later 
on to impose such a levy, the fund thus available would relieve 
the pressure of the financial situation, enabling us to reverse 
the decision to increase the rate of Excess Profits Duty to 
60%. I should therefore propose to submit to Parliament 
a bill later in the year to make a levy on increases of war 
wealth to cancel this increase in the rate of Excess Profits 
Duty and to collect Excess Profits Duty for the year at the 
existing rate of 40%. 

"The increased revenue to be derived from this source in 
the current year on the assumption that the rate is 60% will 
be only £10 million, raising the estimate of the total revenue 
from this source from £210 million to £220 million. More 
important than the additional £10 million actually received 
will be the further sums accruing but not collective during the 
pre~ent year amounting to £65 million next year and to a yet 
further sum of £25 million receivable thereafter. In other 
words, the addition to the tax will produce £100 million in 
all." 

The other proposed changes in taxation were unimportant 
compared with the one above referred to. They comprised 
increased rates on postage and for telegrams and possibly for 
telephone service, a new tax on motor vehicles instead of the 
existing taxation and heavy increases in taxation on spirits, 
wines, beer and cigars. Increased taxes on transfers of stocks 
are also proposed, while adjustments "in the income tax are 
expected to result in. a reduction by £18 million. A new cor
poration tax is -also proposed. In concluding his speech, 
Mr. Chamberlain said: "These changes (in taxation) will 
produce in the full year £198,230,000, £9,500,000 to be drawn 
from the Post Office and £189 million derived as follows:-
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(rom direct taxation £125 million, (rom indirect taxation £64 
million. For the current year they will give me a net addi
tional revenue o( £76,65O,OCXl, making a total revenue (or the 
current year o( £.>4.8,300,000. At the close o( the year we 
.hall have outstanding aueta o( the (ollowing amounts: loans 
to the Dominion •• £ •• 9,500,000. loanl to allies and (or relief. 
£ 1.767 million. or taking them aa in former years at half that 
figure. £883.500,000; the remaining liability of India for five 
per cent. war loan, £ 21 million; vote o( credit bonds o( which 
a portion may .till be required to meet extraordinary charges, 
£300 million; Excess Profita Duty payable after the close of 
the current filCal year, £.fOO million. In all. aSleta of £.,724 
million . 

.. In addition there are reparation paymenta from our late 
enemies, the amount and times of which cannot yet be fixed. 
Whatever and whenever they are received they will afford an 
additional .um (or the reduction of debt. Against expendi
ture, inclusive o( .inking (und, o( £.,184 million I provide a 
revenue o( £104.8 million. This gives me approximately 
£234 million (or the redemption of debt this year--a linking 
(und equal to three per cent. o( the total debt. O( thi' £234 
million over £70 million would be available (or the reduction 
o( the floating debt. As the result o( these change_ there is 
nery proapect that next year there will be available for the 
reduction o( debt the .um o( £300 million,o( which one-half at 
any rate _ill be (ree (or the floating debt. In the event o( a 
normal year when temporary and extraordinary receipta and 
charges were both terminating and on the assumption that 
the ExcelS Profita Tax haa also been brought to an end, there 
,,-ill be available (or the _inking (und a balance of not leIS 
than £.80 million • 

•• I am content to lay that after lucb a war aI that in 
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which we have been engaged and after gigantic financial sacri
fices this is a position of unexampled and unequalled strain. 
It is true that to attain it we are obliged to impose fresh 
taxation and to call for further sacrifices. We may not bring 
popularity to the Government or to Ministers; but I am 
proud to say that we have sought in our budget to rise to 
the level of our great responsibility so that when we render 
up the seals of office we may leave to our successors an ample 
revenue and to our country a national credit second to none." 

During the course of the debate which followed the 
presentation of the budget one of the members made the 
statement that two such budgets would. destroy the Empire, 
to which Mr. Chamberlain replied, "I will not stop to retort 
that twenty such budgets would redeem the whole of our 
debt." 



CHAPTER IV 

The War Debt 

(19 14-1920 ) 

rro nturn to the lubject of the debt. The method pur
.1 lued was, in the 6nt instance, to Becure advances from 

the Bank of England by book credits-called "Ways and 
Mean. Advances"-or to lell Treasury Bills. The sales 
ofTnasury Billl have far uceeded the advances. They have 
been sold to matun at variOUI periods ranging from three 
month. to a year. At 6r.t the Government lold them di
rectly to the Bank of England, then it asked for tenders, then 
it put them on sale over ,the counter. When tenders were 
uked, the bidder ltated the tates of intenst he was willing to 
accept. As a rule it has appanntly been found more satis
factory to otTer the bill. at a 6xed rate of discount. This dis
count rate has varied with the market rate. for money. The 
rates ofl"end from time to time may be found by consulting 
the table printed on page %26. 

Th First War Loans 
The .econd .tep in the proce.. of debt 6nancing was 

to make, at convenient interval., i.sue. of long dated bondl 
from the ~roceed. of which the Treasury Billl outstanding 
were nduced or retind, new issues being made again as fundi 
were needed. 

It would be tedious to burden our page. with a detailed 
description of each seriel of bond. issued. The issues now out
ltanding wiD be found described in the National Debt State
ment to be found OD page 208. However, it will be quite worth 

[ 23 
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while and of interest to note how the more important loans 
were taken by the public. The first of these loans was for 
£350 ·million i·n three-and-a-half per cents. It was offered in 
November, 1914, at 95 and was quickly over-subscribed by 
nearly one hundred thousand applicants. The next loan ~as 
offered as four-and-a-half per cents at par in June and July, 
1915, and £570 million were taken by over five hundred and 
fifty thousand subscribers asking for an average of about 
£1,000 each, while 547,000 subscribers bid through the post 
offices for £15 million bonds, an average of £26 6s each. Then 
there was the Anglo-French 5% loan placed in the United 
States in October, 1915, of which England's share was 
£51 million. 

The Foreign Securities Mobili:;;ation 
Then came, in December, 1915, the scheme for the mobili

zation of the foreign investment holdings of the British people 
and their use to stabilize the American exchanges and to create 
credits in America against which purchases of munitions and 
other necessary supplies could be financed. The holders of 
such secllrities were asked to sell ..them or lend them to the 
Treasury for salein America or for use as collateral behind 
issues of dollar bonds to be sold in the United States. The 
owners of the securities used as collateral received a certifi
cate entitling them to the interest which the loaned securi
ties yielded plus a payment at the rate of one-half per cent. 
per annum. The Government reserved the right of purchase, 
in which event the owner was to receive a fair "market rate 
for his bonds or stocks. The response to this request was 
spo~taneous and resulted by the end of 1916 in the acquisi
tion by the Treasury of American stocks and bonds of a par 
value in stetling of £465 million, £118. million by purchase 
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and £3.7 million on deposit. The entrance of the United 
State. into the field in April, 1917 as an active participant in 
the conflict put an end to the necessity for further important 
financing of thi. kind. The result of the operation was to 
maintain New York exchange at practically a uniform rate of 
$04.76~ until March 21, 1919, when the control was removed. 
Similar operation. were carried out for the stabilization of the 
Dutch and Scandinavian exchanges. For the entire period 
the total .ecuritie. purchased amounted to £1.1 million, of 
which amount £.6,600,000 were purchased by the Bank of 
England during 1915, prior to the inauguration of the mobili
zation acheme. The depolits on loan amounted to £.1. 
million. The latter item included a special deposit of £8 mil
lion by the Canadian Pacific. Thu. the total amount of 
securities dealt with wa. £6SS million. 

Th War Loans in I9I7 
In January and February, 1917, the .% and S% War 

Loan met with an enthusiastic reception, about £1,000 million 
being IOld for cash. Thi. time applicanu through the Bank, 
numbering 1,089,000, took over £819 million bonds. about 
one million applicants through the post-oflice took nearly 
£31 million while it i. eltimated that over four million 
membera of war .avings clubs participated in purchases by 
such clubs of around £10 million bondL Holder. of about 
£131 million Treasury Bill. exchanged them for these bond •• 

War StrVings AI/Dei a/ions 
The War Savings Oubs were one of the finest achieve

ments of the war finance. The general idea was adopted in 
our own country after we came into the war in the form of 
our W. S. S. with which we are all familiar. In England there 
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were many group purchasers, neighborhood groups, servant 
groups, tradesmen groups and the like. Sometimes they 
pooled their purchases and offered prizes of various kinds. 
Then when a permanent war loan came out these groups used 
their organizations to promote the sales of bonds among their 
numbers. 

It is of interest to note that the National War 
Savings Committee was inaugurated by the British Treas
ury in February, 1916, on the advice of a Committee 
presided over by Lord Montagu of Beaulieu. Its immediate 
functions were: 

(I) To educate the public as to the necessity for saving 
and for the. reduction of unnecessary' consumption by all 
classes, and (2) to provide facilities for the small investor to 
invest in State securities. 

War Savings Certificates were immediately issued, and the 
National Committee proceeded to set up "War Savings Asso
ciations". Decentralization being found essential to the 
scheme, Local Savings Committees were organized through
out Great Britain, a democratic basis therefore being im
parted to the scheme f~om 'the outset. 

By the date of the armistice in November, 1918, there 
were some eighteen hundred local committees, 14,000 official 
agents and branches,and 40,000 associations numbering not 
less than five million members. More than a quarter of a 
million War Savings Certificates had been sold, and the sum 
of nearly £201 million had been invested in the certificates by 
the public. 

From that date to January, 1920, nearly £95~ million 
sterling had been subscribed in savings certificates. The 
average number of certificates sold monthly had been 9 mil
lion while ,the withdrawals were approximately· only ten per 
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cent. of the total illue. The amount outstanding on Janu
ary I, 1910, Wat £,,67 million. 

At a great gathering in London on January IS, 19"0, 
Austen Chamberlain, the Chancellor of the Exchequer, stated 
that notwithltanding the lucceSI in popularizing the new 
forml of inveltment, the old forml had risen to higher figures 
than they ever attained before. He laid that before the war, 
the depositl in the Post Office and the Trustee Savings Banks 
were IOmething under £300 million while by the end of Octo
ber, 1919, they had rilen to nearly £800 million. 

Sir Roben Kinderlley, director of the Bank of England, 
to whom, as Chairman of the National Saving. Committee, 10 

much of the luccell of the whole movement i. due, told at this 
same meeting how the army of voluntary workers for national 
savin,1 enlilted by the Government from 1916 onwards, had 
captured the imagination of the great mass of the people. He 
dwelt upon that innate "spirit of adventure" which has 
made the British Empire what it il tD-day. and which prom
iled to make the movement at big a luccesl in peace as in 
war time: and emphasized the fact that, out of nearly 400 mill ion 
War Savingl Cenificates sold since the inauguration of the 
movement, 124 million had been disposed of since the armistice. 

As far back .. the middle of 1917. the Commissioners of the 
British Treasury appointed a committee to consider facilities 
to be given to the .mall investor after the. war and in view of 
the genuine succeu which the movement had achieved, this 
committee recommended the permanent continuance of the 
War Saving. Cenificate, having regard to the main fact that 
the habit of saving had been formed by .. numerous persons of 
all dalles who had not previously acquired it." 

In November. 1918, the Committee on Financial Facili
ties reponed that it WII enormously impressed by the great 
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increase in the number of small investors, and that the policy 
which had proved so successful during the war must be con
tinued at all costs. It was decided to extend the "life" of a 
certificate from five years to ten, and that it could be cashed 
at any time during that period. 

Particular attention has been paid, too, to the educational 
value of the moment. Largely owing to the good work of the 
educational authorities and of thousands of the teachers 
themselves, some 12,500 School Associations were set up dur
ing the war. 

In October, 19i9, the Board of Education circularized all 
the local education authorities, urging upon them the continu
ance of the war savings movement in schools. To this appeal 
an absolutely unanimous affirmative was given, and the Na
tional Union of Teachers was requested to render support to 
the National Savings Committee. This the teachers are ac
cordingly doing with all "the means at their disposal, and with 
absolutely unconquerable optimism. 

As Sir Robert Kindersley summed it up: 
"First of all we had the impetus of the war, the desire on 

the part of -everybody to try and help to win the war-that 
was the first advantage that we had. But we should have 
absolutely failed in this movement if we had simply set out as 
a pure· collecting agency of money for the State. We had to 
have behind us a gospel. In fine, it was from the outset a 
gigantic effort in unsel#shness on the part of an entire com
munity, which has seldom if ever been equalled in the history 
of humankind." 

National War Bonds-Continuous Offering 
In the latter part of 1917 and during 1918 and 1919 the 

Treasury tried th~ interesting experiment of abandoning 
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lpectacular periodical offeringl and, instead, oC putting 
on c:ontinuoul lale over the country the National War 
Bondi. The idea waa to feed the bonds out from day 
to day and thul to have a steady flow of money into the 
Treaaury of, laY, £2S million a day. The bonds were issued 
as five. subject to taxation, or aa Coun "income tax com
pounded." While the expected goal was not reached, yet 
the lale. were very lub.tantiaI. The amount oC the issue 
outstanding at the clole of 1919 waa one and a half thousand 
million Iterling. 

Pictory Loan of I9I9 
In June and July, 1919, the Treaaury offered what waa 

called the "Victory Loan" at 8S, and in conjunction there
with the "Funding Loan" at 80. These loanl bore4% inter
est. Some £776 million bondl were IOld. 

Summary 
The funded and unfunded debt a. of December 3 I, 1919, 

when the debt had reached iu maximum, wa. £8,078 million 
held by over 17,000,000 invelton. Thi. compared with a debt 
of £711 million on Augu.t I, 19140 held by about 34S,ooo 
inve.ton. At the clole of the fiacal year, March 31, 19200 
the debt .tood at £7,973 million, a beginning having at last 
been made toward it. reduction. 

In the following table the debt i. lummarized according 
to dates of maturity. It will be noted that about one-fifth 
of the debt maturea within one year and about anothe, £fth 
within five yean. 
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NATIONAL DEBT 
Funded and Unfunded as of December 31, 1919 

Per 
Million Cent of 

£ .Total Total 
DUE WITHIN ONE YEAR: 

Ways and Means Advances 243,2 
Treasury Bills • . . 1,106,6 
Exchequer Bonds. . . 160,3 

, Anglo-French Loan. . 51,4 
Victory Bonds. . . . 5,0 1,566,5 19·39 

DUEWITHlN ONE TO FIVE YEARS 
Exchequer Bonds. 146,4 
Victory Bonds. • 20,1 
Annuities . ..... '8,2 
War Savings Certificates 267,3 
Debt in United States. ..... 48,5 
Debt Due to United States Govt. . 867,4 
Other debt due to war-due Foreign 

Nations and to Dominions .. 329,8 1,687,7 20.89 

DUE WITHIN FIVE TO SIXTY YEARS: 
Exchequer Bonds •• 16,6 
Victory Bonds. '. • • 334.4 
National War Bonds . 1,508,8 
War Loans ..... 2,122,6 
Debt in United States. 60,0 
Funding Loan " . 409,1 4.451,5 55. 11 

PERPETUAL 
Annuities for life and term of years • 11,8 
Consols .•.•....... 301,4 
Debts due to Bank of England . 11,0 
Debts due to Bank of Ireland 2,6 326,8 4·04 

MISCELLANEOUS: 
Other Capital Liabilities. 46,2 ·57 

Total. 8,078,7 100.00 

The outstanding Treasury Notes, amounting on Decem
ber 31,1919, to £356 million, must not be overlooked in con
sidering the debt. However, as to the extent of £32,500,000 
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they are covered by gold and Bank of England note. and for 
the rest by Government interen-bearing securities which are 
presumably included in the debt .tatement, they probably 
need not be added to the above total of £8,078 million in 
order to determine the aggregate debt. 

Proposed De!Jt Reduction 
The Briti.h Government are fully alive to the necessity 

for reducing the debt a. promptly al possible and particularly 
for making provi.ion for the debt having early maturities. We 
have already noted in connection with the discussion of the 
budget for the current filcal year that during thil year the 
Government purpoae to reduce the indebtednesl by the lum 
of £234 million. The London Joint City & Midland Bank in 
their monthly review for April, 1920, estimate that possibly 
.. much al £300 million may be available for debt reduction. 
On account of the importance of thil matter we quote their 
remarks in fun: 

"If expenditure and revenue for the current year fulfill 
budget estimates the lurplul will be about 234 millionl.Out of 
thi. lurplu. the Oancellor estimates that about 160 millionl 
will be required for the Victory Loan Sinking Fund, for can
cellation of debt through revenue payment. in acrip, for the 
Depreciation Fund on the 1917 War Loan. and for provilion 
to meet old debt (mainly external) maturing in 192(>1921. 

The balance of £74 million. i. to be applied to reduction of 
Soating debt. In arriving at this figure the Oancellor hal 
apparently not taken into conlideration repaymenu of 36M 
million. on account of Civil Contingencies due before Septem
ber 30. 19200 or the proceed. of lales of Savingl Certificates 
during the financial year. We Ihow in the appended lTate
ment that if receipu on account of Civil Contingencies and 
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Savings Certificates are included, there may be a balance of 
115 millions available for the repayment of Treasury Bills and 
Ways and Means Advances, after making provision for the 
repaym~nt' of 25 millions of Exchequer Bonds in December 
next. 

ESTIMATED CHANGES· IN ,DEBT, 1920-21 
(000 omitted) 

Cr. 
Budget Surplus; 1920-21, 

on 1919-20 basis of 
taxation • . • . • .£157,548 

Add estimated revenue 
in .I920-2~ .. from new 
taxes. . • • . • .• 76,650 

Cjvil Contingencies 
Fund-Repayments 
due before September 
30, 1920 • • . • •• 36,490 

Sales of Savings Certifi
,cates, based upon net 
proceeds 3 months to 
March 31, 1920 • •• 29,840 

Dr. 
Victory Loan Sinking 

Fund • • . . • •• £3,840 
Cancellations through 

Death Duty Payments: 
Victory Loan ,10,000 
Other War Loans. 5,000 

Cancellations through 
Excess Profits Duty 
payments . . . .• 60,000 

4% and 5% War Loan 
Depreciation Fund'. 31,920 

Repayment of Old Debt 
*(mainly external).. 49,240 

£160,000 
5% Exchequer Bonds 

due Dec. It 1920. 25,378 

Available for repayment 
of Treasury Bills 
an'd/or Ways and 

£ 185,378 

Means Advances. 115,150 

£300,528 £300,528 

*Presumably the Anglo-French Loan. H. E. F. 

If the above estimates prove to be correct; the amount of 
debt outstanding on March 31, 1921, will be about £7,565 
millions." 



!NGLISH PUBLIC FINANCE 

Rifunding 0 pero/ions 
The Chancellor of the Exchequer announced on April 28th 

hi. intention to place on lale, a. of May 3d, a new series of 
Treasury Bond. with the avowed object of reducing the float
ing debt of early maturity. The amount of bonds to be 
issued i. unlimited and they will be on sale at the Bank of 
England until further notice. The principal and interest of 
the bond. are challeable on the Consolidated Fund. The 
bond. will be repayable on the first of May, 1935, or on the 
fint of May in anyone of the yean 1925 to 19H, inclusive, 
at the option of the Government or of holden of the bQnds, 
on notice having been given by the Treasury.or the holdt-rs 
during the month of April in the year preceding that in which 
.uch repayment i. to take place. 

A novel plan i. proposed in regard to payment of interest. 
We quote from the official circular: 

"The bond. will carry interest at the rate of 5 per cent. 
per annum payable half-yearly on the lit May and 1St No
vember and .ubject to the conditions Ita ted below, will carry 
adJitional interest payable during the period ending lit May. 
1925. as follow.: If and when during any half-year ended lit 
Mayor Ut November, the Treasury Bill. issued to the Public 
were sold to them at an average rate of discount (ae certified by 
the bank of England) exceeding SJ)% and under 6J)% per 
annum. additional interest will be payable on the interest date 
next .ucceeding .uch lit Mayor 1St November at the rate of 
1% per annum. If and when such average rate of di.count 
was 6J)% per annum or over additional interest will be pay
able at the rate of 2% per annum. 

"The fint interest payment. payable lit November. 1920, 
wiD represent in the case of each bond interest to that date 
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from the date on which the application was lodged ;ind pay
ment made for the bond, and will include additional interest 
at the rate of 2 per cent. per annum. 

An announcement will be published in the London Gazette 
on or about the 2nd November, 1920, and thereafter half
yearly until the 2nd November, 1924, of the rate at which 
Additional Interest (if any) will be payable on the next suc
ceeding interest date." 

In the opinion of the Chancellor, the novel feature in re
gard to the payment of interest will probably protect holders 
··against depreciation in market values when short-term money 
rates are high and also prevent the new issue of bonds from 
causing further depreciation of market values of the older 
issues. The maximum possible average yield from the new 
bonds if held until 1935 would be £5 17S 4d per cent: At the 
time of issue 3J1% War Loan was selling to yield £7 3s 7d 
percent.; 4J1% War Loan £6 7s 6d per cent. and 5% War 
Loan, £6 5s Id per cent., therefore the success of the new 
issue was considered problemati~al. However, the Govern
ment is so fully alive to the importance of liquidating or 
funding the floating debt and the debt of early maturity that 
any modification of present plans necessary to insure this 
result· may confidently be expected. 

Credits to Debt Account 
The debt on March 31st, 1920, of about £7,973 million 

was offset by advances of £1,851 million; say to the Domin
ions of £120 million and to allied governments of £1,73 I 
million. 

The following itemized statement is taken from the finan-
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cial .tatement already referred to laid before the House upon 
the opening of the budget: 

LOANS TO DOMINIONS AND ALLIES 

March 31, 1920 

(00,000 omitted) 
ObliJationa 01 Dominiona: 

Au.tralia .. 
f\ew Zealand . . . . 
Caaada ...... . 
South Africa ... . 
Other Dominione and Colonie8 • 

Qbljptioaa 01 A11ia: 
R..ua ... . 
France ... . 
Italy ....• 
Bcl(ium <a) War 

(b) Reconetruction . 
Serbia .••.......• 
Partula" Roumania, Greece and other Allies. 
~Iid~ •....•.....••.. 

.£5·,6 
29,6 
19..4 
15,8 
3,1 

.£568,0 

5Q.8 
455.5 

92 .0 
5.3 

20,9 
66.6 
8,0 

£119,5 

.£1,7\1,1 

.£ •• 850.6 

Further advances of £36,000,000 provided for in the esti
mates 1910-21, will raiR this total by March 311t, 1921, to 
approximately £1,886 million, 

Mr. Oamberlain in hi. budget lpeech estimated the 
advances to the allies as probably realizable at about 6fty per 
cent. of their face value. Thi. would afford an oft"set of about 
£1.000 million agairut the gross debt. 
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It is understood that no interest has been charged on the 
pre-armistice debt of Belgium, Serbia and Montenegro. It is 
understood that in the case of Belgium, the French, Ameri
can and British Governments have agreed to accept German 
boqds for the amount of Belgian indebtedness. In other 
'cases interest is c;llculated either at 5 per cent. or at Bank 
rate and is added to the principal of the loans outstanding, so 
that no payments ofinterest on pre-armistice debt have been 
received by the Exchequer except in respect of a single trans
action where special arrangements were made. Negotiations 
as to the future treatment of the debts of the allied and 
associated governments are' proceeding and the Government 
have expressed their willingness to extend to their debtors 
similar treatment to that which may be arranged in respect 
of their own debt. ' 

The Comparative Burden of the Debt 
Assuming, then, about £1,000 million to be realizable 

from debtoI: nations and the Dominions the net indebted
ness of the nation on March 31, 1920, may be placed at 
£7,000 million as against national wealth estimated at per
haps £24,000 million; a ratio of about 30% net debt to 
national wealth. The debt charge of, say, £360 million 
compares with estimated national income of about £3,600 
million. 'Therefor~ the debt of to-day bears about the same 
relation to wealth that the debt at the close of the Napoleonic 
wars bore to the estimated wealth at that time. The interest 
charge now, at 10% of the income, compares with 8% in 1817. 

In the table printed on the opposite page further interest
ing comparisons are made with conditions at the conclusion 
of the Boer War and on August I, 1914, just before the recent 
war began. 
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The great progress in the past century in science and in 
its application to the arts enabled Great Britain to expand 
her business and increase her capital at such a rate as to 
steadily reduce the burden of the' debt in comparison with 
national income and resources. 

It is impossible now to 'determine just what the future may 
have in store to mitigate the present day burden. The won
derful developments in air navigation during the war and the 
great importance which the chemical industries assumed dur
ing that period may afford a hint of surprises in store which 
will assist in lightening to-day's burden. Potent factors in 
assisting Great Britain to create new assets to balance her 
war liabilities will be the closer knitting together of the 
Empire, the further colonial devefopment in Mesopotamia 
and in Africa, and redoubled efforts to extend her commerce, 
especially in Russia and the Far East. Lessons in ~fficiency 
taught by the war and a larger use of machinery, doubtless will 
also play an important part in the developments of the future. 



CHAPTER V 

How the Banks Helped Finance the War 
(19 14-1920) 

FOR the benefit of thOle who are not familiar with banking 
operation. in England and the United States it may be 

explained that, aa a usual thing, every loan made by a bank 
~.ulu in an inc~aae in the deposiu of the bank or of some 
other bank. If a merchant or manufacturer or other business 
man borrowa at hi. bank he ulually haa the amount of the 
loan credited to hi. account. The result it that an increase in 
bank loan. it nearly alway. accompanied by an increase in 
bank depoliu. The~fore, an increase in the deposits of a 
bank it not necessarily, al il often thought, an index of the 
increasing wealth of a community but often merely of in
c~aainl bu.ines. activity, or limply of credit expansion. If 
the in~aae in loan. and consequent increase in deposits i. 
brought about by unproductive borrowing, this gain in de
posit. may be a lign of financial weakness rather than an 
indication of growing wealth. 

The war financing in England and in America waa effected 
by the use on a large acale of thi. familiar process of every
day banking. Each loan issued by the nation increased the 
loan. a. weD u the deposits of the bankl. This wu due in 
large pan to the fact that in many instance. the purchasen 
of government obligationl borrowed from their bankl in order 
to obtain the fund. with which to pay the Government. 
Theae loan. created deposits against which chequel were 
drawn to the order of the Govemment-that is, in England, to 
the order. of the Bank of England. The actual payment 

[39 
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might have been to the order of one of the joint-stock banks, 
but ultimately the money would reach the Exchequer through 
the Bank of England. The Government would then draw 
upon this deposit· to pay its expenses for munitions, for food 
and clothing f.or the enlisted men and for the hundred and 
one other needs of a nation in a time of war. 

Bank Reserves 'Us. Credits 
The extent to which a bank can extend credits to its cus

tomers is determined by its reserves, in England often called 
cash balances. As a result of long experience bankers have 
found that on the average only a certain percentage of their 
deposits is drawn upon; the balance remains more or less as 
a fixed deposit. This balance can be safely loaned to the 
business community, but a reserve in the form of actual 
money or its equivalent must always be held, out of which the 
cheques of depositors can be promptly met. . . 

Such a fund is a prime essential of solvency. In England 
the banks have established the custom instead of hold in/!: all 
of this reserve in actual money, of keeping the greater part 
in the form of a deposit with the Bank of England. In the 
United States the member banks of the Federal Reserve Sys
tem, which comprise all of the National Banks and most of 
the large State banks, are required to carry their legal reserve 
with the Federal Reserve Banks. The experience of banks as 
to the amount of reserve which must be held varies with their 
location, the nature of the business done by their clients, the 
season of the year and other conditions. In general, it is found 
that for commercial banks (other than central banks of issue) 
a reserve of from ten to twenty per cent. of deposits is ample 
in normal times. That is, if the English banks have on hand 
in gold, Bank of England notes, and/or deposits with the 
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Bank of England, laY, £100 million, they can safely maintain 
their creditt-that i., their deposits, which result chiefly from 
loans, at from £500 to £1,000 million. 

HO'W 1M Govtrnmmt War Loans Wert Financed 
If this point has been made dear we are now in a position 

to under.tand how banking method. were applied to the war 
financing. 

In the case of the large loan., it was customary to divide 
the payments into several instal1menu spread over a period 
of week.. The reason for this arrangement will be apparent 
when the procell of settlement i. considered. 

The amount which the bank. could conveniently handle 
in one payment was determined by their reserve which con
listed chiefly of their deposits with the Bank of England. 

The procel' of payment was likened by the late Chairman 
of the London Joint City and Midland Bank, Sir Edward H. 
Holden, to the revolutionl of a wheel. 

"The banks place in the wheel the payments they make 
for those customen who have .ubscribed for the loans;' the 
wheel carrie. these paymenu to the credit of the Government 
with the Bank of England, and the lubscriber. receive their 
.ecuritie.; the Government then places in the wheel cheque., 
in payment of commodities received and services rendered, 
for conveyance to their crediton, and the crediton then use 
the wheel to carry these cheques to the credit of their ac
counu with their bank., which re-atablishe. the banks' re
serve. and prrpare. them for another installment." In the 
case of Treasury bills, and other securities sold from week to 
week in relatively small amounts, the revolution of the wheel 
wu rapid enough to keep pace with the new borrowing, bllt in 
the case of the large loan. it wu found advi .. ble to break up 
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the payments into installments, so that each installment 
might have time to get through the Bank of England, through 
the business firms and back into the banks before another in
stallment was required. 

One method by which the banks developed an ability to 
finance the stupendous needs of the Government was through 
a utilization of the credit facilities of the Bank of England. 
To increase their clients' ability and their own ability to 
invest in Government issues they would borrow of the Bank 
of England. These loans would increase their deposits with 
the Bank of England which as reserves would increase their 
ability to grant to their own clients loans equivalent to, say, 
five times such deposits. 

Ways and Means Advances 
Another and most important way in which the banks were 

used to finance the war was through the creation of direct 
credits by the Bank of England in favor of the Government. 
These cre~its are known as "Ways and Means" advances. 
How the Government benefited by these advances and how 
they operated to create credits with other banks we will allow 
Lord Cunliffe's "Committee on Currency and Foreign Ex
changes after the War" to tell us. 

In their final report laid before Parliament in December, 
1919, the Committee draw attention "to the extensive use 
made during the war of the system of ways and means ad
vances from the Bank of England" and then go on to say: 
"The powers given to the Government by Parliament to bor
row from the Bank of England in the form of an overdraft on 
the credit of Ways and Means were, as the name implies, in
tended to enable the Government to anticipate receipts from 
revenue or permanent borrowings for a brief period only. In-
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deed, Parliament, by expressly providing that all such ad
vances should be repaid in the quarter following that in 
which they were obtained, showed that it had no intention of 
bestowing upon the Government the power of securing an 
overdraft of indefinite duration and amount. Under the exi
gencies o( war finance the Government found it necessary to 
reborrow in each quarter on the credit of Ways and Means the 
amount needed to enable them to comply with the statutory 
requirement that the previous quarter's Ways and Means 
Advance. should be repaid, with the result that the total out
standing advances remained (or a long time at a high figure. 
We are glad to.ee that efforts are now being made to reduce 
this overdraft to more moderate dimensions. 

"We therefore hope, now that conditions are less abnormal, 
that the Government will confine its use of Ways and Means 
Advances from the Bank of England to providing for purely 
temporary .necesSlties. Such advance. afford a legitimate 
method of tiding over a few weeks' shortage, but are entirely 
unsuitable for borrowings over a longer period." 

In their interim report, .ubmitted in August, 1918, the 
Committee explain how these advances operated to swell 
bank deposits and loans: "Thi. process has had results of 
such far-reaching importance that it may be useful to set out 
in detail the manner in which it operates. Suppose, for ex
ample, that in a given week the Government require £10,-
000,000 over and above the receipts from taxation and loan. 
(rom the public. They apply for an advance from the Bank 
of England, which by a book entry places the amount re
quired to the credit of Public Deposits in the same way as 
any other banker credits the account of a customer when he 
grants him temporary accommodation. The amount ia then 
paid out to contracton and other Government crediton, and 
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passes, when the cheques are cleared, to the credit of their 
bankers in the books of the Bank of England-in other words, 
is transferred from "Public" to "Other" deposits, the effect 
of the whole transaction thus being to.increase by £10,000,000 

the purchasing power in the hands of the public in the form of 
deposits in the joint-stock banks and the bankers' cash at the 
Bank of England by the same amount. The bankers' liabili
ties to depositors having thus increased by £10,000,000 and 
their cash reserves by an equal amount, their proportion of 
cash to liabilities (which was normally before the war some
thing under 20 per cent.) is improved, with the result that 
they are in a position to make advances to their customers to 
an amount equal to four or five times the sum added to their 
cash reserves, or, in the absence of demand for such accommo
dation, to increase their investments by the difference be
tween the cash received and the proportion they require to 
hold against the increase of their deposit liabilities: Since 
the outbreak of war it is the second procedure which has in 
the main been followed, the surplus cash having been used to 
subscribe for Treasury Bills and other Government securities. 
The money sosu_bscribed has again been spent by the Gov
ernment and retil~ned in the manner above described to the 
bankers' cash balances, the process being repeated again and 
again, until each £10,000,000 originally advanced by the 
Bank of England has created new deposits representing new 
purchasing power to several times that amount." 

How this process actually worked out is described in the 
next chapter. 



Chapter VI 

The War Credit Structure 
(19 14-1920) 

T HE Credit Structure table. to which the attention 
or the reader i. now called are based upon the pub

lished return. or the Government and or the banks made 
nearestto the end ohhe calendar years 1913 to 1919 inclusive. 
The purpose i. to compare the total liabilities of the nation 
on account of the debt with the assets of the banks and to 
compare the currency and the bank deposits with the gold 
coin and bullion impounded in the coffers of the joint-stock 
hank. and of the Bank of England. The statistical data used 
are taken rrom the weekly report. or the Bank of England, 
from the Cunliffe Committee'. reports, from a paper on the 
Suti.tical Aspect. of Inflation, by Proressor J. Shield Nichol
.on, read berore the Royal Statistical Society in June, 1917, 
from the Bad,r's Malaf.illl (London) and from the column. 
of Tltl Ecollomist and of TAl Statist. 

T"~ National Df~t and Bank AUfts 
Table I compare. the year to year change. in the national 

debt with the corresponding change. in bank asseu. It i. 
somewhat of a .urprise that the Bank of England'. holdings 
or Government securities do not more rully reflect the change. 
in the Way. and Means advances. However, taking the 
entire debt fluctuation. into consideration it i. apparent that 
the assets or the banks have fluctuated with the changes in the 
debt, and that bank assetl have grown a. the national debt 
has grown. It i. not possible to make close comparison. be
cause call loan. are reported together with cash in hand and 
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National Debt 
VS. 

THE WAR CREDIT STRUCTURE-! 
Bank Assets 

Vear to Vear Change. In mi11ion •• terling, exoept per oaplta;tems, whioh are in £ .•. d. 

About 
,Dec. 31 

THE NATIONAL DEBT 

Ways 
and 

Means 
Treas'y 

Bills 
Other ·Total 

BANK OF 
ENGLAND 

Gov't Other 
Securi- Securi-

ties ties 

t 
Cash 
and 

Money 
at Can 

and 
Notice 

ALL OTHER BANKS 

Dis-
counts Total 

Invest- and Quick 
ments Ad- Assets 

vances 

----1---1----1----1----1------·--------
1913 
1914 
1915 
1916 
19 17 
1918 

Total 1918 
Change 

from '13 
% Change 

1919 ... 
Total 1919 
Change 

from '13 
% Chan/{e 

8,5 14,5 70r,6 724,6 13,2 52,1 293,6 191,0 683,0 1,167,5 
+ 37,0 + 46,9 + 89.9 + 173,8 + 1,6 + 54,1 + 46,0 + 34,3 + 18,4 + 98,8 
+ 24,5 + 334,1 + 781,8 +1,140,4 + 18,0 + 5,8 - 9,1 + 196,7 - 69,8 + 117,8 
+ 101,0 + 690,6 + 623,5 + 1,415,1 + 24,3 - 5,6 + 123,7 + 17,6 + 62,1 + 203,4 
+ 107,8 - 28,4 +1,991,5 +2,070,9 + 13,7 '" + 73.5 + 23,9 + 179,8 + 277,2 
+ 176,3 + 37,4 +1,679,4 +1,893,1 + 53,5 .. - + 83,8 + 56,3 + 151,7 + 291,8 ---------------

455,1 1,095,1 5,867,7 7,417,9 124,3 106,4 611,5 519,8 1025,2 2,156,5 

+ 446,6 +1,080,6 +6,166,1 +6,693,3 + 111,1 + 64,3 + 317,9 + 328,8 + 342,2 + 989,0 
+5,254·I +7,452.4 + 736,3 + 923.7 + 840·9 + I04.2 + I08.2 + I72.I + 50. I + 84.7 

- 211,9+ II,5+ 861,2+ 660,8-:- 31,8+ 0,3 These figures not yet available. 
243,2 1,106,6 6,728,98,078,7 92,5 106,7 Total quick assets at c\ose of 1919 

must have been about £2,400 
+ 234,7 +1,092,1 +6,027,3 +7,364,1 + 79,3 + 64,6 million, an increase of around 
+2,7t'5rr+7,ur.7+ 8~0.O+I,OI4.0+ 600.7+ 104.8 £1,200. 

t Caab .n hand and at Bank of England 
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at the Bank of England. It is probable that some of the 
banks treat Treasury bill. as equivalent to cash, while others 
treat them as investments or as discounted paper. It is 
interesting to note that most of the debt of the Government 
must be held outside of the banks a. the entire increase in 
the allets of the bank., outside of plant, from the close of 
1913 to the close of 1919 amounting to around £1,200 million 
wa. only about one .ixth the increase of the debt. If then 
we make the unlikely assumption that the entire increase in 
the asset. of the banks i. represented by holdings of National 
debt or loan. thereon it i. evident that over £6,000 million 
of debt hal found penn anent lodgment with private and cor
porate investorl other than the banks, and that they are not 
borrowing against luch holdings. The probability is that a 
much larger amount i. 10 held as the increased assets of 
the bankl mUlt represent, in addition to Government obli
gations, large increased holding. of business paper. 

NDte and Deposit Cun-me] 'VS. 1M Gold ResenJts 
Tables II and III pennit of a year to year Itudy of the 

growth of the note and deposit liabilities of the banks, which 
may be said to represent the credit facilities of the nation, 
and a comparilOn of this credit structure with the specie 
reserves. 

The interesting conclusion at which we arrive i. that in 
the case of the Treasury Notes, Bank of England Note. in 
circulation and bank deposits, the percentage of reserve in 
each instance has fallen. Thi. i. especi<llly noticeable in con
nection with deposits where the estimated effective gold reserve 
held against all deposits on December 3 Ut, 191<), wa. only 
2.3 per cent. While the entire credit structure increased from 
£1,%27 million in December,1913, to £3,002 million in Decem-



Currency and 
Deposits 

THE WAR CREDIT STRUCTURE-II 
In millions sterling except per capita items which are in £ • d -. Increase % 

About December 81 -!2!L -2l!!L ....!2!L ~ 22!L ~ ...!2!2... ~~ 
Currency 

aGold In Circulation . . 77.0 55,0. ..... ..... ..... . .... 
• 3'5'6',1 

-77,0 -100.0 
bTreasury Note. ...... 3S,4 I03,I 150,1 "'7.7 323,2 356,1 
Bank Note. . ••.••• 

56,4 Bank of England-iuued • 52.3 SM 69,7 71,9 76,4 97,S IOS,7 107.8 
Scotch Banka ,. 7,7 9,7 12,9 15,9 19,8 26,1 2S,7 ~1,O 27'.7 
Irish Bank. S,4 ~ 16,1 20,3 ~ 31,9 30,5 ----E..!! 263. I 
Total Bank Notes 6S,4 ~ Iii8.i ISS,S 167,9 99,,5 145.4 ~ ~ 

Total Gold, Trea9Ury nnd Bank Notes , 145,4 202,4 --m:s ----.s8.2 337,7 479,0 524,0 3i8.6 260.4 '.' Deduct 
Bk, Eng. Notes in Banking Dept. , , , , 22" 51,3 34,5 32,0 '9,9 '7,6 '21,4 - 1,3 ..... 

eTreae'y Notes In Scotch and Irish Reserves ---~4 ~ 29,6 ~ ~ 53,9 53,9 
Clrculatlon-net 122,7 134,7 144,7 196.6 '70,7 399,0 ~ 3.6,1 .6.1.7 

P.,.Ca/lila '11 :I • 18 3 3.10 4 .1 J 5178 8135 f) IS 1 7 18 ..... 
Del~:~~f England:-Publlc 10,3 .6,9 49,7 53,1 32,0 .6,3 19,2 8,9 86.4 

Other, ~ ~ 111,9 rr6,4 158,4 ~ ISo,6 119,5 10.5.6 
Total Bank of Ensland ~ ~ 161,6 169,5 ~ ~ I99,S 138,4 179.8 
Other Bank. 

EngUoh S09,4 895,6 992,6 1'~g~:g 1,365,3 1,583,4 I,S70,7 1,061,3 131.1 
Scotch 125,9 132,5 140,6 196,5 222.1 "'263,3 137,4 109.1 
Irish 70,7 74,5 77,7 S3,7 99,3 131,6 162,4 91" 129·7 
Private ~ --E:.9 ---..E!P ~ ---ilil ~ ..2ll:1 ~ ..!!.!.:P 
Total other banke ~ ~ ~ ~ ~ 1,988,4 "'2,354,1 ll!!.:2 12,.8 

tDeposit.&-<1U Banka #e 1,104.5 1,290,4 1,405,4 1,613,0 1,S96,2 2,229.5 2,553,9 1,449,4 131.2 
P.,.Ca/illa, • , • 24 0 • .8 1 0 30 II 0 35 18 41 44 48 f) 4 Jj 104 31 10 2 131 .• 

Summary 
Clrculation-net 102,7 134,1 144,7 196,6 270,7 395,S 44S,7 3.6,0 .65.7 
Dep08i_AlI Bank. " 1,104,5 1.200,4 1,405,4 1,613.9 I,S96,2 2,229,5 2.553,9 1,440.4 131.2 

CREDIT STRVCTUR_TorAL 1,227,2 1.424.6 1,660.1 1.810.6 2.166,9 2,626,3 3.002.6 1.775.4 144.7 
P.,.Ca/illa .• 6 13 6~JJ 16 1 397:1 47 • 1 J?'lj 65 J 5 38 f) J~7 

aEstimated amount of sold In circulation outalde bankl, 
Undoubtedly lome aold wa. hoarded and lome In circulation 
from 1914 00 but we bave no baall for an estimate, 
bTreaaury Notes firlt I.sued In August 1914. 
IIncludlns £4,000,000 held Bsalnlt Trealury Notea, 

.See ,.,. ConI"" ",Partly estimated, 
tThis of course Involve. a certain amount of douhle 
oountlns, due chiefly to the deposita of other banks 
with the Bank of EnKland, 
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ber, 1919, an increase of 144.7 per cent., the specie reserves 
held increased only from £85 million to £160 million, a de
crease from 6.9 per cent. of the liabilities to 5.3 per cent. 

It i. evident that in the diminishing gold reserve and the 
increasing liabilitie., we have a serious situation. 

High PriUI and Bank Creditl 
Present high price. are easily explainable when it is con

.idered that the actual volume of commodities required to 

.upport the people of Great Britain i. probably no more to
day, and possibly i. less, than it was before the war. 

It i. doubtful, too, whether the physical volume of trade 
has increased during the war period. Estimates made for 
the United State. by Professor E. W. Kemmerer of Princeton 
University show that the physical volume of trade for our 
country increased from 1913 to 1919 only 9.6 per cent. There 
i. no similar computation available for England, but Pro
feslOr Kemmerer believe. it to be unlikely that the actual in
crease there in the physical volume of trade during the same 
yean has been a. great II in the United State.. He thinks 
that it hll been les.. If this i. true, then it i. easy to un
dentand why price. have advanced in the marked manner 
shown by Till Economist Index Number of commodity price. 
printed below. If the adjustment between the currency and 
the credit .tructure and the physical volume of trade i. 
properly made the nonnal variation in the rise and fall of 
general prices will not be great. There will be seasonal de
cline. when new crop. come in and advance. II the bins 
become empty, but, a. a rule, there will be no marked devia
tion from a general average. 

But if the credit .tructure it dislocated or if there it an 
unusual harvest or an unusual demand such a. it caused by 
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Specie Reserves In millions sterling. except per capita items. which are in £. s. d. 

About December 81 
Increase % 

1913 1~14 1915 1916 1917 1918 1919 Over Increas. 

--- --- --- --- --- --- ---~ ---Against Currency 
Agt. Treasury Notps 

Gold. . . . . . . . • • . . • . . . • 18.5 28.5 28.5 ~8.5 28.5 28.5 2805 .•..• 
Bank of England Notes . . . . . . • . _._._. _ .. _ ..:..:..:.:..:. ~ _._._. _ .. __ ._._. _ .. __ ._._._. _. ~ r---#- _ .. _._._. 

Total held in trust by. BaaInIf"England . . . . . 18.5 28.5 28.5 .8.5 28.5 32.5 32.5 ..... 
Per C.nt. Notes is .... il . • . -.-.-.-. -. -.;rr ----z?6 ~ ---;-;:0 ---r.9 -;:r -.-.-. -.. - -.-.-.-.-. 

Agt. Bank of England Notes • . . . . 33.9 69.0 ~ 53.5 58.0 70.3 90.3 56.4 166.4 
Per Cent. Notes ismed . • . . . • • 64.8 78.1) 73.6 74.4 7';.9 81.1' 83.1 .... ., .... 
aPer Cent. Notes in e;ycu/alion . 1I4.5 11)1.1 145.7 134.1 124.7 113.0 1)8.0 

bAgt. Scotch Banks Notes 6.7 8.5 II.7 14.7 18.6 25.5 .8,1 21,4 
:==b:;A:::g:=t.::;I§in::·S=h=B:;,a:::n=k=s=N=0:::te=s==========-I==4=,6= ~ rn,9 ~ 18.5 26.9 25.8 21.2 
Against Deposits 
.Bank of England . . 

P .. Cent. dePosits . 
dOther Banks • • • • 

All Banks .•......... 
P .. Cent. d,pnsi~aU Banks. . 

Total Specie Reserves 
Bank of England . • . • . . . . 

.P .. Cent. Net Notes and d.posits 
JOther Banks . . • • • • • . • • 
All Banks ••.•••••...... 

p" Cent. Bank Notes (n.t) and deposits • 
Treasury Notes-Reserve ••. . • . . 

!;PECIE RESERVE-Total ...•..•.•. 
gPtr Ctnt. C,.tdit Strocture. . . . . . . . 

23.8 51,8 34.6 33.5 31,0 28,2 18,4 -5,4 -18.0 
33·3 33.4 21·4 11).7 16.2 /l·7 1).2 
30.0 40,0 40,0 40,0 40•0 ~o,o 40,0 

':""':8 53,8 91.8 74,6 73.5 71,0 8,. 58,4 -5.4 
'4.1) 7.1 ~ . 4·'; .f.7 3.1 2·3 --- --- ------ ---
34,9 69.4 51,4 54,3 59,1 79.9 91,3 
34.6 36.3 26.1 25.1) 24·1) 2j.7 31.8 

161.6 

50,0 40,0 40,0 . 40,0 40.0 40,0 40.0 - rO,f) - 20.0 

84:9'"lo9.49I.494.399.IIi9.9IJI:346:i----s4.6 
7.4 7. 0 0.3 j.7 3·1 5·2 4.9 

. . . . . r8.5 28.5 28.5 28 •. ~ 28.5 28.S 28S ..... 
M:9 127,9 119,9- 122,8 127.6 148.4 159,8 74.9 88.2 

6.~ 9.0 7.7 6.7 5·9 5·6 5.3 

aNoles in Circulation i. e. Net Notes (viz.! Notes issued less 
Notes in B·k'g. Dep't and held agt. Treasury Notes) 

bGiven as specie in monthly reports but prohably chlefty 

elnteresting only as an indication of form statement 
would take if reserves were consolidated. 

/Taking only estimated actual specie holdings - See b 

oJi~~~e::~~~i~~~ti~:~~Ide;~:i~~ course figured ~:a'ri~o!:~~~ri~y:.,~kingdePt .... equivalent to coin. 
dBased on estimate in Cunliffe Committee'. Report. tTreated here as specie. 

..,.. 
o 
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war then the price level will reflect these conditions. Let 
u. see what happened between 1913 and 19%0. Taking the 
price index of December 31, 1913, as 100 we find that in 
1915 price. rOle 38 per cent. above the base. During the 
height of the war, in 1916, 1917 and 1918, they averaged over 
twice the base price, but with the war over they kept soaring 
and by the close of 1919 they were nearly three timesthe pre
war price •• 

Here are the figures: 

ECONOMIST PRICE INDEX 

Increaee 
Increue per cent. 

Dec. 31 Index No. over 1913 over 1913 

1913 2623. Baee 100.0 
1914 2800 177 106·7 
1915 3634 1011 138·5 
1916 4908 2285 187.1 
1917 5845 3222 222.8' 
1918 6094 3471 232 .3 
1919 7364 4741 280·7 

A. one mealure of inflation we may profitably study the 
comparative volume. of imported good. and their value. at 
the cUltom house. There i. no common denominator of 
quantitie.. Some thing. are measured by ton., others by 
pound. and othen still by numbers. Although we cannot 
add together all of the commodities imported and largely 
consumed at home, we can select certain of the more impor
tant commodities and take their testimony. This we have 
done in the following table. 
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ONE EVIDENCE OF INFLATION 
Quantities and Values of Imports Compared 

(In millions) 

1913 1918 1919 
Quanti- Quanti- Quanti-

Calendar Year ties Value ties Value ties 
Wheat, ewts •. 105 £44 58 £53 71 
Beef, ewts. 9 16 7 36 6 
Sugar,lbs, 39 23 26 34 32 
Tea,lbs. 365 14 463 29 510 
Cotton, ewts 22 70 IS ISO 19 
Wool,lbs •.. 800 34 413 36 1,042 

Value 
£68 

30 
54 
34 

190 
97 

Thus we see that the quantities of wheat, beef, sugar, 
cotton and wool imported in 1918 were materially less than 
the quantities imported in 1913 and yet the money values 
were greatly higher. While in 1918 and 1919 the imports 
of tea, and in 1919 the imports of both tea and wool, e~ceeded 
in quantity the imports of 1913, yet in every case the relative 
money values of the imports is materially greater than the 
values of 1913. Could there be a better illustration of the 
manner in which. a disproportionate increase in the .credit 
structure leads to increases in prices? 

The imperative need for a firm handling of the credit 
situation is apparent. Not only in England, but in all other 
countries, the world over, must there be practised drastic 
economies in government expenditures and every effort put 
forth to meet expenses from taxation. Government borrow
ing, except for refunding purposes, should cease. At the 
same time the people must settle down to productive work. 
Meanwhile it is the obvIous duty of the banks to hold 
speculation in check and gently but firmly to reverse th~ 
process of inflation which the war made necessary. 

The tables bring out in bold relief the manner in which 
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bank creditlwere u.ed to win the war. They also show the 
dizzy height. (rom which the business o( the world must 
cautiou.ly deacend. before normal conditions national1y or 
intemational1y can be re.umed. 

We may now profitably retrace our steps and consider the 
hiltory o( Engliah public finance (rom its genesis in Norman 

. day .. 



CHAPTER VII 

Crown Finance 

" (1066-1688) 

T HE foundations of England's present-day financialstruc
ture were laid broad and deep centuries ago. The 

Exchequer and the Treasury can trace their lineage directly 
to Norman times, possibly even to the times of the great 
Alfred himself. There have been a Chancellor of the Ex
chequer and a Treasurer since the days of Henry II-that is, 
since the middle of the twelfth century. 

Books of account, or rather Rolls of account (for the ac
counts were written on parchment which was made up in 
long strips which were rolled up when not in use) are extant 
from the reign of this king. 

The early kings had extensive demesnes from which they 
derived a large part of their revenue. Aside from this source 
of income, the receipts of the Exchequer during all of these 
ages have come from three principal sources-from internal 
taxation, from customs and from borrowing. 

The history of the revenues of England"s kings is insepa
rably bound up with the history of the development of her 
civil rights. The fight for the control of the purse, first 
formulated in the terms of Magna Charta, wrung by the 
barons from the tyrant John in 1215, was only won after 
four and a half centuries of conflict between sovereign and 
people. The word "people" is used here and elsewhere in 
these chapters as a generic term referring to those members of 
the body politic who from time to time were capable of taking 
part in public affairs. In the time of the Norman Kings 

54] 
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probably not over a fifth of the inhabitants could be so 
classified. . The growth of general intelligence which has at 
last, in a sense, fitted the greater part of the people to exercise 
the rights and duties of citizenship only came into full flower 
within the past century. 

The effort on the part of the sovereign was to secure an . 
income from other sources than from taxation. The people, 
on the other hand, found that the only way to insure just 
treatment by the sovereign was to keep him poor, so that he 
needs must come to them for an "aid" or a "grant." On 
such occasions they could insist on a redress of grievances or 
on a surrender of some part of the royal prerogative before the 
grant was voted. Thus, little by little, one by one, were 
secured the liberties which old England and ourselves now 
enjoy. "No taxation without representation" was not a new 
formula in 1776. The principle had its beginnings centuries 
before. 

We are to study English public finance since the Revolu
tion of 1688, but in order that we may do so intelligently, 
we must first consider the developments of the six centuries 
which elapsed between the advent of William the Conqueror 
in 1066 and of that other Willi4m who came over from 
Holland in 1688, at the request of a little band of patriots, 
to help them rear a constitutional government on the founda
tion which had been laid by their forefathers and upon which 
the Stuart Kings had tried in vain to build for autocracy. 

This later William had expected to receive the usual life 
grant from the customs which the kings and queens from 
time immemorial had enjoyed. The Commons declined to 
make this grant for a longer period than four years. Thence
forward the power of the King steadily declined and the 
rights of the people steadily increased until we have in the 
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England of to-day one of the greatest democracies of the 
world and of any time; a democracy the government of which 
is more sensitive, perhaps, to the will of the people than is the 
case even in our own United States. 

Let us now turn our attention to the eleventh century and 
trace the course of public finance to our own day. 

We will be able to deal only with the facts of greatest 
importance. 



CHAPTER VIlI 

Revenues of the Anglo-Saxon Kings 

WHEN William the Conqueror arrived from Normandy, 
what revenue system did he find and what new ideas 

did he bring with him from his Norman home? 

Tht Kin( s Demunt 
Fint of all he found that Alfred, and Edward (called "the 

Confe.IOr") and his son Harold had enjoyed great landed 
pOI.ellions, and flocks and herd.. They had possessed rude 
ca.t1e., jewel. and richly embroidered robe. of state. They 
had had a royal hoard kept in the King'. castle where there 
were leather bag. filled with the roughly minted silver coins 
of the time. . 

The germ of the feudal sy.tem was there also. 

TrinoJa NtCtssilal 
The revenue. of the Anglo-Saxon king, were derived from 

their estate .. from fine. imposed as penalties for the infraction 
of the rude lawl of the time., and from certain taxes to which 
every land owner was lubject. These taxes, known as the 
'"rIoJa "'''IIi/as, were at first exacted in kind; every free
man ",·hen legally called upon was obliged to appear in person 
for the purpoae of repelling the enemy, Iu,.,-,~ltl; or when a 
city, town or castle or a fortreSl for the public defense was to 
be built or repaired, h",,-hou; or when bridges necessary for 
the internal commerce of the country were to be built or 
repaired, brig-hou. In time it came about a. a matter of 
convenience that for payments in personal .ervices or mate
riala a money equivalent was given. 

(57 
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Dane-geld 
These taxes, intended to meet the ordinary contingencies 

of day-to-day life, did not suffice to repel the attacks of the 
Danes. These were not infrequent, arid were marked with 
every species of devastation and horror. Therefore, in the 
latter part of the tenth century it became the custom to bribe 
the Danes to stay in their own country. As usually happens 
in cases of bribery and blackmail, the Danes continually de
manded renewed and larger payments. The tax which was 
laid to obtain this money was known as Dane-geld, or Dane
money, and was raised by a. levy upon lands. Ultimately 
this tax became a regular source of income to the Crown. 
Laid ostensibly for the defense of the country against the 
Danes, actually it was used for any purpose to which it might 
be applied by the King. This tax was very odious to the 
people, but persisted, except during the reign of Edward a~d 
Harold, until long after the Norman Conquest. It is the 
first instance in British history of a tax laid upon lands. It 
was imposed at so much a hide, a measure which may be 
roughly taken to have been about one hundred acres. 

Other Anglo-Saxon taxes which endured to later times 
were the hearth tax, a payment to the King for every hearth 
in all homes, except those of the very poor, and ship-geld, 
money raised to build and equip a ship or ships for use in • 
repelling invasion. This latter tax was levied, as a rule, only 
on the coast towns. 

Purveyance 

Under a system known as purveyance, it was customary 
for the reeves, or sheriffs, to make a levy of goods to be used 
for the maintenance of the royal household. The King was 
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entitled alllO to a share of the produce of the folk land-that 
i., land held in common by the residents of. different neigh
borhood •. 

CUJloml 

Probably the Anglo-Saxon kings had some revenue from 
home and foreign trade. We find smiths and carpenters, 
fishermen and millers, weaver. and architects mentioned in 
old chronicles as belonging to various convents. We also 
find the merchant asserting the dignity of his calling. "I am 
useful," he say., "to the King and his nobles, to rich men and 
to common folk. 1 enter my ship with my merchandise, 
and nil across the .ea. and .ell my wares, and buy dear 
things which are not produced in this land, and bring them 
with great danger for your good." And then he tells what 
he brings-"skin, wine, oil, costly gem. and gold, various 
garments, pigments, brass, copper, tin, glass," and so on. 
Thi. whole question of foreign commerce from these early 
day. until now i. of intense interest, and i. as much bound up 
in the story of England'. business life a. the question bf pub
lic finance i. inseparable from a study of the development of 
England'. libertie •• 

LictnJtI 

In Anglo-Saxon and Anglo-Norman times, fair. took the 
place of shop.. In the beginning they had a distinctively 
religious character ,..·hich they gradually lost. The people 
were in the habit of coming together to perform their devo
tion. in the churches at night-time with candles burning. 
They ""ould gather in the church porche. and yard. for social 
intercourse, and finally "(ell to lechery and .ong., dancing, 
harping, piping and alllO to gluttony and sin." Thu. was laid 
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the foundation for those periodical fairs which are held even 
to the present ~ay. It was natural that where the people 
were gathered together the merchants should bring their 
wares for sale. This was also a great convenience to the 
people when the means of traveling were bad, and opportuni
ties to supply their needs were scant. At these fairs they 
could barter their sheepskins and agricultural produce, or any 
of their rough local manufactures, for the wares of the mer
chants. In time these fairs became markets which were held 
at regular places at regular intervals, probably very much as 
is still the custom in Russia where the an~ual fairs play such 
an important part in the commercial life of the people. It. 
need scarcely be pointed out that the thrifty Anglo-Saxon 
and Anglo-Norman kings turned this custom to good ac
count as a means of revenue, charging fines, or, as we would 
say, license fees, for the right to hold the fairs. 

The Exchequer 
There was in use, too, in all probability, a system for col

lecting and caring for the King's revenues very similar to the 
system which William had i~ use in Nonnandy-a system 
which persisted in part at least until the times of Queen Vic
toria, and in the names of certain officials has lasted even to 
this year of grace 1920. This system and the modern 
treasury department are described in a subsequent chapter 
on the Exchequer. 



CHAPTER IX 

The King'. Prerogative 

WILLIAM took poueasion oC all the royal properties and 
sources oC revenue and graCted on to these the Norman 

Ceudal system or land tenure. 
As King, William claimed the royal demesne, the royal 

Corests and the perqui.ites oC royalty, described above, en
joyed by hi. Anglo-Saxon predecessor •• 

Tlu Royal Dtmtmt 
Thi. Wal oC vast extent. There were three divisions:

the Core.ts which Cormed the King'. hunting grounds and 
were .ecured again.t intruden by a .avage code oC special 
regulation. known as the Core.t laws, the land held by the 
King'. rural tenants and thirdly the holdings or urban tenants. 
Thi. latter divi.ion included mo.t or the cities, borough. and 
town. or the Kingdom which originally had been Counded on 
the rolk.1and.. The rent. or the.e town. were collected by the 
sheritT .. 

All oC the tenant. oC the royal demesne were liable to 
alSi,t the King on any occasion oC special expense-even to 
the tenth pan oC their good •• 

Fnul41 .Aids 
As Ceudal lord he claimed the so-called Ceudal aids, 

namely, the right to leYY a tax Cor his ransom should he 
be taken prisoner by an enemy; the right to receive a 
generous contribution rrom his people when his son was 
invested with the privileges oC knighthood; and or a 
corresponding contribution upon the marriage oC his eldest 
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daughter, to provide her with a dowry. Under the feudal 
system the King, in addition to· these special aids which 
were never surrendered until six centuries later, was entitled 
in time of war to the personal services of his Knights, who 
must attend him with a complement of men, equipped for 
servIce. 

Purveyance 
Under the name of purveyance, the Kipg was entitled to 

impress horses and vehicles to transport him and his 
-entourage from one part of the country to another. He was 
entitled to appropriate any food or other articles which he 
required, paying for them such prices as he saw fit; this 
wa~ called "preemption," but in process of tim~ was merged 
with the Anglo-Saxon idea of purveyance already noticed; 
the two rights going under the name of purveyanc~. This 
constituted a most obnoxious form of imposition which 
persisted for several centuries. 

Fines-Bona Vacantia 
Another source of income was from fines for trespassing 

upon the King's domains, especially for taking wild animals 
or even wood from his forests or fish from .the streams 
therein. As 'the fountainhead of justice, the King was 
entitled to a share of the fines levied upon criminals of 
high or low degree. All treasure trove, i.e., money, plate, or, 
bullion found hidden in the earth; waifs, or goods stolen and 
waived; stray cattle, wrecks or large fish belonged to the 
King. These were known as Bona Vacantia. The custody 
of the property of idiots and~any profit accruing after provid
ing for their support; also estates to which no claim could 
be made by rightful heirs fell under this head. 
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If all of these .ource. of income were not sufficient, the 
King might debase the coinage; he might ask his people for 
presenu-sometime. called contributions and subsequently, 
by the Tudon, benevolences; or he might simply extort or 
exact gifts or call for loanl which he might or might not pay 
as the .pirit moved him. It may be noted here that based on 
the '(Halled voluntary offerings to the King an additional 
ten per cent was levied for the personal use of his Queen
this contribution was known as Queen's gold. 

Having leen what weretheaourcel ohhe King's income at 
the time of the Conquest and during the reign of the Norman 
Kin2. we may now consider the subseauent develooments. 



CHAPTER X 

Crown Revenues Subsequent to the Norman. 
Period 

(II 54-1688) 

T HE constant effort: of the people from very early times, 
perhaps not at first a very definite intention, was to keep 

the King poor so that he would need to come to them for 
supplies. Then, by withholding money grants until their 
grievances were remedied, little by little they developed the 
constitutional rights now enjoyed. 

The principal sources of revenue of the early English kings 
and queens, other than the revenues derived from their 
demesne's and prerogative as already described, were the 
customs duties, internal taxation, borrowing and extortion 
in various forms. . 

The first two may be described as legitimate, or constitu" 
tional, sources; the last as a method of evading constitutional 
processes. Borrowing was strictly the personal act and 
privilege of the sovereign. It was used as a legitimate means 
of bridging over gaps in the receipt of revenue. Frequently, 
also, it was used as a means of avoiding the necessity of ask
ing Parliament for a grant. It was often only a disguised 
form of extortion. 

It may be of interest briefly to consider each of the sources 
of income. 

The Customs 
The King's right to exact tolls on goods going out of or 

entering the kingdom is supposed to have grown out of the 
64] 
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idea of purveyance. Certain it is that the right to prisage
that is, to take goods or chattels in kind-and to the collection 
of tolls or dutie. on wool and other exported goods wa. 
exerciaed from an early date and was prized by all the king. 
reigning down to the Revolution 31 one of the choicest of 
their hereditary privilege.. It came to be understood that 
without parliamentary grant the King could collect what 
are called in Magna Charta "the ancient and equitable 
duties." Theae consisted of an export duty which was col
lected on wool, wool-fell. (that i., ,kin. with the wool at
tached) and upon leather. The King, as one of hi, preroga
tives, was entitled to two casu of wine out of every cargo. 
Thi. right wa. afterward reduced to a definite tariff' on wine 
and wa. known 31 the '"New Custom.... In the time of 
Edward I, toward the end of the thirteenth century, the cu ... 
tom aroae of granting the King, for life, duties known 31 "tun
nage" and '·poundage." Theae duties were levied upon every 
tun of wine and upon every pound of merchandise imported; 
alao at times upon expom. They were levied in addition to 
the old and new cu.tom. duties. 

In addition to the hereditary duties and the life grant of 
tunnage and poundage the King received CUllom •• ubsidies. 
a. they were called. The .ubsidy wa. a parliamentary grant 
in exceaa of thOle already described. These granu were 
made from time to time a. ClUed for by the exigencies of the 
King'. aH'ain. In time. of war they were greater than in 
time. of peace. They were alway. granted for short period •• 

The custom. revenues were especiaUy prized by th e 
earlier king. of England even down to the time of the Revo
lution, because there were 10 many way. in which they 
could be utilized to maintain a position independent of par
liamentary control. Some of the king. formed the practice 
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of dealing directly with the merchants in connection with 
customs matters and thus obtained an informal revenue in 
addition to that levied by law. 

From early times the right to levy customs duties was 
used both by King and Parliament to promote home 
manufactures. This use of the tariff to regulate commerce 
and to develop home industries was continued until well 
into the reign of Queen Victoria, when the free trade regime 
began. ' 

Internal Taxation 

The medireval forms of taxation forecast most of the 
methods now in use. There were poll taxes, a species of 
bouse tax called "hearth-money," land taxes, taxes on per

. sonal property and taxes upon income. There were also 
special, taxes upon the Jews and upon aliens residing in the 
country. 

The land tax may be traced back to feudal times. In the 
very early days it was directly assessed by the King upon 
the landed proprietors. However, because of the abuse of 
this right, it was provided in Magna Charta that no scutage 
or aid (the name under which the form of land tax then levied 
was known) should be imposed unless with the consent of the 
Common Council of the realm, excepting for ransoming the 
King's person, making his eldest son a Knight or marrying 
his eldest daughter; and even then only a reasonable aid was 
to be demanded. In the course of time the land tax came 
to be included under the general name of subsidies. 

A subsidy .was properly neither a tax upon personal or 
landed property, but upon income. Every description of 
persons, in proportion ~ their reiqted estates, paid after 

,,7-3. r'f!2. ' 
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the nominal rate of four shillings in the pound for lands and 
2S. 6d. for goodl. while aliens paid in a double proportion. 

One of the earliest forms of taxation dating from the reign 
of Edward III. say. from 1334. and in use until the time of 
James I (1603-1625) was a tax on personal property known 
as "tenths and fifteenths." The tenth was a grant laid upon 
the movables or personal property of residents of cities and 
towns within the demesne. and the fifteenth was a grant 
from the counties outside the demesne. The amount for each 
district was established in 1334 and thereafter was never 
changed. Thus each district knew exactly how much it was 
expected to provide. Parliament in making grants would 
specify that one or more tenthi were to be granted. or if only 
I small sum were needed half of I quota might be granted. 

During the regime of the Long Parliament (1640-1653) a 
form of taxation was introduced calling for monthly pay
menu. These taxes were assessed on both personal and 
landed property. They were found to be 10 superior to the 
former mode of sub,idies that under the name of land tax 
they became a regular method of taxation in use for many 
years thereafter and superseded the old assessments of subsi
dies and tenths and fifteenthL 

Indirect taxation. except as exemplified in the custom •• 
was unknown in England until the middle of the seventeenth 
century when. in 1643. the Long Parliament adopted from 
Iiolland a Iystem of excise taxes. This method of disguised 
taxation from that time became increasingly popular with the 
Exchequer Department because thus it was poslible to keep 
down the taxation upon the rich landed clalses and to obtain 
what amounted to a very heavy tax from the consumer, of 
various articles--chie8y beer and spirits, but later on. of tea 
cocoa and other articles-without their realizing that they 
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were paying taxe~. As time went on, this form of taxation 
was used on occasion to regulate the sale of spirits when the 
,Government felt that their use was endangering the moral 
status of the nation. Again, the finance ministers directly 
encouraged the consumption of spirits in order that the 
revenue from the excise might be increased. To-day this 
form of taxation provides a very important portion of the 
revenue of the State. 

The post office dates from the time of the Long Parlia
ment, but as the charge for its services usually provides very 
little revenue to the State, the receipts of this department 
can hardly be considered a forJll of taxation. 

Taxes of To-Day and Their Origin 
It is of interest to run over the heads of taxation as given 

in to-day's official Finance .Accounts and to note how the 
most important of these taxes had their origin prior to the 
time of the Revolution. For instance, we have, in order, the 
Customs dating back to the earliest times; the Excise dating 
back to the Long Parliament; Stamps-first introduced in 
1671-imposed by a statute entitled "An Act for laying im
positions on proceedings at law." The Land Tax persists but 
now affords a very slight part of the revenue, although for 
hundreds of years it was of great importance. The House 
Duty may be said to be the modem form of hearth tax which 
under the name of "fumage" dates back to Anglo-Saxon 
times. Property and Income tax-the first levy of a tax 
of this kind dates back to the reign of Richard I in the latter 
part of the twelfth century. It will be remembered that 
upon his return from his memorable crusade to the Holy 
Land, Richard was captured by the Emperor of Germany and, 
in order to effect his release, was compelled to pay a very 
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heavy ransom. It was to help raise the money for the pay
ment of thi. ransom that the 6rst tax in the nature of an 
income tax wa. laid. Thi. tax was both an income tax and 
a perlOnal property tax and called for one-quarter of the 
revenue or good. of every perlOn in the realm. The Exctss 
P,o~ Dldy u a modem form of the income tax. Land 
'GIll' Dldits are another form of the land tax. The Po~ 
OffiCI we have already .een. date. from the time of the Pro
tectorate. C,Ofl/fI Lands a prehistoric lOurce of income. 
Itill 6gure in the .tatement and actually yield to-day more 
than the land tax. Thu. with the possible exception of Estate 
Dldits only. the present main form. of taxation all had their 
origin in med,izval times. or at least date from a time prior 
to the period of the Revolution of 1688. Even in the last 
case we have an ancient parallel in the fact. a. ltated on 
page 62. that e.tate. to which no c:laim could be made by 
rightful hein reverted to the King. 

Tk Church 
A large portion of the revenue. of the medizval king. wa. 

drawn from the church. which i •• tated to have held in the 
.5th century a fourth of the landed property of the Kingdom. 
Taxation was .upplemented by extortion and 6nally in the 
reign of Henry VIII by the wholenle confiscation of churc~ 
propertiel. 

Extortions 
We have now reviewed the regular SOUrcei of Crown in

come. The p~Revolution .overeign. were perpetually living 
beyond their income and frequently were at .word.' p'lint. 
with Parliament. Therefore they exercised their ingenuity 
to dilCOver mean. of meeting their expense. without going to 
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Parliament. To this end they pushed their prerogative 
rights to great extremes. By collusion with the judges they 
punished infractions of the laws with severe fines. As stated 
above, they made levies on the religious orders and upon the 
church, and Henry VIII confiscated church properties. They 
made forced loans from their subjects of high and low degree 
which they forgot to pay. They created new orders of nobility 
for initiation into which they made heavy charges. They went 
around among their subjects almost hat in hand asking for 
gifts-"benevolences," they were called. They granted 
licenses for various acts. They engaged in business enter
prises and had part interests in privateering expeditions. 
Then there was the loot and the spoil of the wars in which 
most of them engaged. One favorite method of supplying 
national requirements and of filling his private purse was for 
the King to grant the right to monopolize certain lines of 
manufacture or of business and finally, if all else failed, the 
coinage might be debased and the seigniorage realized. 

Coinage 
The first debasement of the coinage recorded is in the 

reign of Edward I when, in the year 1300, the penny was 
reduced one-half grain in weight, so that 243 pennies, instead 
of 240 as before, were struck from a pound of silver. In 1344-
imd again in 1346 the standard was further lowered, raising 
the number of pennies in the pound to 270. In the reign of 
Edward IV, in 1464 and 1465, the number of pennies to the 
pound was raised to 450. Henry VIII debased the coins sev
eral times so that at the end of his reign the silver coins con
tained only one-seventh of the pure metal that went to the 
same coins of 25 years before. 

One of the notable events of Elizabeth's reign was the 
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restoration of the coinage. This she arranged before she 
had b«n two years on the throne. It is said to have been 
necessary for her to borrow two hundred thousand pounds 
from the city of Antwerp in order to carry through this 
reform. Even Elizabeth, with all her inherent love for finan
cial honesty, was prevailed upon to have a base coinage 
struck for use in Ireland, while in the fony-third year of her 
reign she was persuaded to have sixty-two instead of sixty 
shillings minted from the pound of silver. Since the reign 
o( Eli~abeth no sovereign has ever attempted to debase the 
coin of the realm. However, through sweating and clipping, 
the coinage had become so debased at the time of the Revo
lution that, n«egarily, one of the first acts of William III was 
to take step. (or its restoration. 



CHAPTER XI 

Crown Debts 
(1216-1688) 

H ENRY III (I2ICrI272) is the first king of England 
whose debts are recorded in history. In the 16th year 

of his reign they had become so great that Parliament was 
obliged to grant an "aid"-that is, a tax-to assist him in 
paying them off. He is said to have pawned the jewels of 
the crown, his robes of state and other royal ornaments 
and even the shrine of St. Edward. Matthew Paris, the 
chronicler of this period, states that he owed so much to so 
many different people, for the very necessities oflife, that "he 
durst hardly appear in public for the clamor of his creditors." 
Henry borrowed from the· Italian merchants, from the Jews, 
from his own b~other-ifi fact, when and where he could. 

Interest Payments Forbidden 
The sentiment of the time was strongly against the pay

ment of interest, or "usury," as it was called; in fact, such 
payments were interdict by the ~hurch. However, in case 
of the non-payment of a loan when due, a charge could be 
made for the inconvenience to which the lender had been 
subjected by such delay. Such charges sometimes ran as 
high as ten ·per cent. a month. 

Thereafter scarcely a reign passed without borrowing to a 
larger or smaller extent. If these debts were not liquidated 
within the reign they were usually honored by the succeeding 
monarch. Fortunately for the lenders there was a supersti
tion that until the debts of the deceased were paid his soul 
72 ] . . 
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would remain in purgatory. Therefore it was a filial duty 
for a IOn to provide for hi. fathei. obligations. 

Stcurity Gi'Vtn 
These loan. were IOmetimea raised upon the security oC 

the cu.tom.. Sometime. the customs were "Canned" or 
IOld to foreign money lenden for a lump .um or for an agreed 
periodical payment. The fanner, as hi. profit, retained any 
amount collected above the agreed payment. 

Toward the end of the reign of the fifth Henry, we find a 
new precedent being e.tablished in regard to Crown debts. 
Thi. occurred in 1421, upon the return oC the King from a 
.ucceasful campaign against the Frencli. The King had in
curred heavy debu for the payment of which Parliament 
authorized security to be given in the fonn of letten patent 
to the lend en that they would be paid out of the first produce 
of a .ub.idy, a new tax oC the nature of an income tax, which 
was granted at the .ame time and which we have already 
delCribed. The fact that this tax did not prove to be .uffi
clent for the purpoise and that in the end the King was tom
pelled to pledge the royal crown and jewel. to make up the 
deficiency doe. not alter the .ign;ficance of thi. action. 

Rtpudiation of D(~tl ~J Henry YIII 
Henry VIII, among other infraction. of the law. oC God 

and the ri,hu of hi •• ubject. with which he wat justly charge
able, Wal also guilty of repudiating hi. debu. The Parlia
ment oC 1525 which impeached Wolsey palled an extra
ordinary .tatute wherein "they do, Cor themaelvea and all 
the whole body oC the realm which they represent, freely, 
liberally and absolutely, give and grant unto the King'. 
highneu, by authority of thit present Parliament, aU and 
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every sum and sums of money which to them and every 
of them, is, ought or might be due, by reason of any money 
or of any other thing, to his grace at any time heretofore ad
vanced or paid by way of trust or loan, either upon any letter 
or letters under the King's privy seal, general or particular, 
letter missive, promise, bond, or obligation of repayment 
or by any taxation or other· assessing, by virtue of any com
mission or commissions, or by any other mean or means, 
whatever it be, heretofore passed for that purpose." This 
action naturally excited much resentment and worked hard
ship to many, as if converted loans into taxes because the 
money, the repayment of which was refused, was thus 
practically extorted from the lenders, exactly as though 
originally taken in the form of taxes. On the other hand, 
there were many who were pleased to see Wolsey's friends, 
for they were the principal creditors, amerced, and the 
King's debts annihilated. The friends of the people were 
glad that a mode of supply so dangerous to public liberty 
should be discredited. This bad pre~edent was followed 
again in 1544, when a similar act was passed releasing the 
King from all money borrowed since 1542, and, moreover, 
requiring those who had received any payments on" account 
of such loans to refund the money to the Treasury. 

Compulsive Loans 
In marked contrast to the dishonest action of Henry VIII 

toward his creditors was that of his daughter Queen Elizabeth, 
who assumed and paid off a large accumulation of debts from 
his reign and those of her brother and sister, Edward VI and 
Mary. Even Elizabeth continued a practise, of which many 
examples had been given by her predecessors, of compelling 
loans from unwilling subjects on pain of imprisonment. As 
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(ar back as the reign o( Richard II the prerogative of exacting 
loan. had been recognized by Parliament. As on loans of 
thi. character, no interest was paid they worked great hard
.hip. to the lendera, even when a conscientious sovereign, 
.uch as Elizabeth, finally paid them. What course a different 
type o( lOve reign could take we have already seen. 

Fortign Loans 
In the reign. o( Edward VI and of Mary it became a 

usual practi.e to negotiate loan. on the Continent, especially 
in Antwerp and other Flemish cities. A. high as 14' per cent. 
interest was paid (or .uch loans. 

Elizabeth had excellent credit in Hamburgh, Cologne and 
Antwerp where .he wa. able to borrow at from 10 per cent. to 
12 per cent. intere.t, although .he was in .ome casea obliged 
to (urnish the additional aecurity o( the City o( London. 
Finally by (rugality and good management she procured the 
money at home to entirely liquidate her foreign deht. 

SlOp of Iht ExCN'IUtr 
The Stuan. were also heavy borrowers, while to the dis

credit o( Charlet II i. the (act that in 1672 he .topped the 
repayinent o( loan. made by the Goldsmiths to the Ex
chequer. He thu. tied up their resource. and ruined many 
o( them and. in tum. their clients wl\ole bankers they were. 
Thi. debt wa. finally compromised late in the reign of Will
iam III at fifty cent. on the dollar. Thi. il the famous 
"Stop o( the Exchequer." 

All in all. the history o( Crown borrowing il not a very 
creditable one. It .hould be borne in mind that in these 
early day. there was no .uch thing as a national debt., The 
lenders dealt with the King very much as they would with a 
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private individual. As, for a large part of this period, the 
payment of interest was regarded as an icreligious act, many 
subterfuges were resorted to in order that the lender might 
be compensated for his risk and the use of his capital. One 
arrangement was that a charge might be made for delayed 
payments; therefore it was customary to allow a loan to 
mature and then to run along for a longer or shorter period 
thereafter. The money lenders sometimes received a per
centage on the taxes collected by acting as farmers of the 
revenue as already explained. Sometimes the lenders were 
rewarded with gifts of titles, or lands or jewels. 



CHAPTER XII 

Constitutional Government Developed by 
Control of Purse 

(1066-1688) 

ENGLAND'S ·present democratic fonn of government 
has been developed from the autocracy of the Middle 

ages by a gradual process of evolution. 

Th Plan/agenf/s 
Magna OIana extorted by the barons from King John in 

1 JJ 5 remedied cenain feudal abuses in the matters of pur
veyance, relief, wardship and marriage and in particular 
admitted the right of the nation to ordain taxation and 
defined the way in which its consent was to be given. 

Berore 1 J95 when arranging for granu it. WII customary 
for the King to deal separately with the clergy and the barons. 
In this year, in the reign of Edward I, a transition which had 
been gradually taking place .ince I J8J took fixed form and 
the Commons were admitted to a share of the taxing power. 
The three estates acted .eparately and made grants of vary
ing amounts, but they took action simultaneously at a com
mon place of meeting. The year 1]0] is memorable in com
mercial as well as constitutional hiltory. It WII in this year 
that the OIana Mercatoria was granted. This has been 
called the Magna OIarta of Commerce. By its tenns the 
ports, cities and towns of England were opened for whole.ale 
traffic to foreign merchants. 

The codification of the laws under this King and the revi
(77 
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sion of the charters all tended to strengthen the position of 
the people. 

The necessities -of Edward III and the weakness of 
Richard II still more strengthened the position of the people, 
so that they did not hesitate to depose Richard in favor of a 
king who it was thought would reign more equitably, but 
while conditions then were not dissimilar to those subse
quently, at the time when Charles II was deposed, the people 
were not yet ready to take advantage of the progress they 
had made. The King was still an autocrat and would be 
for several centuries, but the right of the taxpayer to be heard 
before he backed up the King's projects with his aid was 
coming to be fully recognized, although the King constantly 
endeavored to evade that condition, only to be brought to 
book again when some critical situation, such as a foreign war, 
requiring large contributions, should arise. But it took 
several centuries more of experience before the people were 
prepared for self-government. . 

Lancaster and York 
The six reigns of the Lancastrian and Y orkist kings cover

ing the greater part of the fifteenth century (1399 to 1485) 
were years of foreign wars and domestic strife. During the 
reigns of the Lancastrian Henrys, constitutional forms were 
well observed. This period of about sixty years was one of 
poverty on the part of the Crown when large dependence 
must be placed upon parliamentary grants. On this account -
Parliament became much bolder than in previous reigns. 
It did not hesitate to interfere with the management of the 
King's household, by urging economy in household expendi
tures and limiting the purposes for which such expenditures 
might be made. 
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It wu during the reign of Henry IV that the right of the 
Commons to initiate money legislation was brought to the 
fore and the precedent in that respect more firmly established. 

Tht Tudors 
The Tudor period (148S-1603) was one of reaction. The 

people to a great extent lost control of the Crown. For 
the most part parliamentary forms were observed and the 
check. to royal authority which had been gradually developed 
from the time of Norman William were not directly contra
vened but more than once they were evaded. 

The cu.tomary granu of revenue by votes of Parliament 
were made at irregular period. and it is known that the reve
nue from such lOurce. was relatively unimportant in com
parilOn with that derived from the customs, from the King', 
prerogative and from compulsive and voluntary loans, and 
during the reigns of Henry VIII and Edward VI from the 
deba.ement of the coinage and the .ales of the confiscated 
church lands. In other word., the .overeigns of this period 
found way. and means to get along with small parliamentary 
grantl and therefore could be as autocratic al their fellow 
monarch. aero •• seas while yet keeping up the appearance of 
subserviency to old constitutional form .. 

Tht Stuarts 
The period of English history lying between the reign of 

Elizabeth and the Revolution (1603-1688) is di.tinctive as 
the one in which the powen of IOvereignry are finally trans
ferred from the Crown to Parliament. After the close of the 
seventeenth century we no longer .peak of Crown finance 
but of national 6nance. While all other peoples, with the 
exception only of the Swill, were giving up all right. of citizen-
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ship to autocrats of the most absolute type, England was 
evolving a system of government which combined "freedom 
with efficiency, and local rights with national union." 

These changes did not take place hastily-in fact, English 
life in all departments of activity was essentially the same, 
so far as surface indications went, in the times of the first 
Scotch kings, as it was during Elizabethan times. Political 
events of great importance were gradually shaping men's 
minds for .the radical changes of the latter part of the period
from 1640 on. 

The Stuarts had all the Tudor love of power and belief 
in the inherent rights of monarchs to rule, without the Tudor 
ability to manage their subjects. 

James I did not know anything, either in the spirit or in 
in the letter, about the laws and liberties peculiar to England. 
Constitutional custom and parliamentary privilege meant 
nothing to him until late in life and then he looked upon them 
solely as an impediment to a be~evolent government. Eliza
beth by her economies had put-the finances of the nation on 
a sound basis and had left the Treasury in a flourishing con
dition. However, James spent money so freely that he was 
in constant need and thus was continually in opposition to 
Parliament. Early in his reign he revived the feudal rights 
of the King to collect revenue independent of parliamentary 
grants. A -v-igorous controversy arose over these efforts of 
the King. A compromise was proposed in the form of a con
tract to be entered into by the Crown with Parliament, 
whereby in consideration of a grant for life of £200,000 a 
year the King would surrender all sources of revenue due to 
his prerogative. The consummation of this plan was pre
vented by religious controversies which led to the dissolution 
of Parliament in February, 16u. 
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From thi. time until January, 1621, a period often years, 
the King reigned without parliamentary c:o-operation except 
for a two month.' meeting of the "Addled Parliament" in 1614. 
Court intrigue dominated public affairs for this decade. 

FinaIIy, the approach of war abroad made it necessary in 
1621 to caII a Parliament and for a few years the parliamen
tary .ide Wal temporarily in the ascendency. 

Charle. I .ucceeded to the throne in 1625 and for eleven 
year. conducted the affairs of the nation without the aid or 
interference of Parliament. Then the pent-up forces of 
democracy broke loole, assuring to England and the English
.peaking world the ascendency of the principles of representa
tive government. 

Common'U,ltal/h and Pro/te/oraft 
The period from the death of Charles I to the accession 

of Charles II (1649-1659) i. caIIed by some historians the 
period of the Republic. Nothing could be further from the 
modem conception of a republican form of govern~ent
that i., of a government founded upon representation. The 
government of CromweII Wal dependent for its power 
upon hi. army and he dare not appeal to the voter. except 
in a partial and negative way. A. Trevelyan .ay.: "When 
the roundhead. in the name of the people had .eized power 
they found not only the active champion. of democracy 
but the people itlelf-whatever definition be given to that 
term-bitterly hOitile to their rule." 

Nevertheles. the period Wal one of active training of the 
people for .e1f-rule. The naval .upremacy of Great Britain 
Wal then firmly established and the path of Empire blazed 
and itt foundation laid. 

Public discussion which under James had been frowned 
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upon and under Charles actively repressed was free and 
open after the war broke out between King and Parlia
ment. The period was one which compelled men to think 
hard and to take definite positions, for which they must be 
prepared to give their reasons and stake their lives and for
tunes. 

Under the Commonwealth and the Protectorate the cost 
of government was the highest which the country had ever 
known. However, this increased cost was part of the disci
pline which the country needed to prepare it eventually for 
self-government. Still this does not change the fact that 
the Protectorate was thereby brought to its end and the 
restoration of the monarchy made popular. 

The pressure of taxes, the general depression of trade, 
the poverty and suffering of the working classes and the bad 
state of credit all combined to make the people ready for a 
change. So, when the guiding hand of the great Cromwell 
was removed by death, his government easily disintegrated 
and once more a king took his place at the head of affairs. 

Charles II 
The restoration of the monarchy seemed to be necessary 

to prevent civil war. It was the only form of government 
upon which all parties could agree. The country was to 
endure for almost a generation the rule of the profligate 
Charles II and the bigoted James II. During this period the 
forces making for constitutional government were still fur
ther developing to come to their fruition in 1688 through a 
final revolution. 

Now that government had resumed its normal course the 
traditional policy of the nation against the maintenance of a 
standing army led, as a first step, to the disbandment of the 
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army. A. the pay of the IOldien was much in arrears it was 
necessary to raise at once for this purpose the sum of around 
£fOO,OOO. This was accomplished by the imposition of a 
graduated poll-ux, said to have been up to that time "the 
createst poll-tax, ~nd most panicular, that had been known." 
No one was overlooked, from the nobility to the humblest 
citizen. The charges ranged from £100 for a duke to six
pence for "every perlOn not rated, nor receiving alms, above 
.ixteen yean of age." By reading this Act one may cause 
to pass in review representative. of every class in the social 
life of the time-dukes, marquises, earls, viscounts, barons, 
baronets, knights, sergeanu-at-Iaw, esquires, parsons, vicars, 
doctors of the civil or canon law, doctors of physick; mayors, 
sheriffs, aldermen, town clerks; master. and other officer. 
of the livery companie.; dyers, brewers, leather-followers, 
girdlers, apothecaries, ullow-chandlers and others. Then 
there were the barber-surgeonl, the white-bakers, the brown
bakers, butchers, carpenters and other tradesmen. Then a 
long Ii.t of those in mechanical pursuit. and the bujlding 
trades. The coun.' officers and clerk. and the officers and 
clerk. of the other depanment. of the Government all had to 
pay, and 6nally, to .weep in any who might have been over
looked, "everyone that could spend, in land, lease, moneys or 
stock, £100 per annum, 40 shillings, and 10 on for a greater 
or leu estate." The produce of this tax is not reponed but 
it is recorded that the much dreaded army merged with the 
rest of the population and was quickly a thing of the past. 
The King retained about 5,000 men under arms, thu.laying 
the foundation for. moderate standing army such as England 
has .ince then maintained. Pending the collection of this 
tax and of • special assessment on land. and movables, 
arrangements were made with the city of London for a loan. 
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Charles was successful in inducing Parliament to settle a 
permanent revenue upon him of £1,200,000 a year. This 
was something many times before attempted but now for the 
first time arranged. The King was to surrender all revenues 
from his prerogative, such as wardships, marriages, purvey
ance, pre-emption and the like, from which a considerable 
portion of the Crown income had previously been obtained. 
On the other hand, Parliament made the new appropriation a 
special charge upon an excise tax upon liquors, including not 
only beer, ale, cyder, strong-water, but also vinegar and even 
coffee, chocolate, sherbet and tea. The income from this 
source not proving to be sufficient to produce the amount 
appropriated, it was later found necessary to supplement it by 
other taxes. 

The remainder of this reign was marked by continued 
clashes between King and Parliament. Large supplies were 
required for the conduct of wars with the Dutch. 

For the expenses of the first war Parliament readily voted 
the requisite amount. Two notable departures were made 
from former usage. The old method of raising money by 
subsidies of tenths and fifteenths was abandoned forever 
and the mode of monthly assessments introduced during 
the Civil War adopted instead. The clergy who used to 
tax themselves in convocation now consented to be taxed by 
Parliament in the same manner as the laity. In return they 
obtained the right of voting at elections. 

This war with its disgraceful ending, the fire of London 
and the plague, all combined to make the people restive under 
the necessarily heavy taxation while their incomes were 
seriously curtailed. 

So, when Charles in 1672 secretly began another war 
against Holland, without the consent of Parliament, he ob-
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tained the cash resource. required by confiscating the bal
ance. of the merchant. loaned to the Exchequer. This was 
the" Stop of the Exchequer" already considered. This is the 
last instance in English history of such a proceeding, just as 
the Stuart. were the last of the autocratic sovereigns. Par
liament finally forced peace in 1674 by refusing to give 
further .upplie.. Just as it seemed as if Parliament had the 
King in a po.ition where he must abandon his autocratic 
method. he .ucceeded in obtaining a loan from Louis of 
France and Parliament did not meet again during the last 
(our yean of hi. reign. which ended in February. 1685. 

JllmtJ II 
Upon hi. accession Jame. II was apparently one of the 

mOlt autocratic of ruler.. The people were subservient and 
Parliament voted him large .upplie. for life. He had a large 
army. although it WII not well di.ciplined and was not in 
.ympathy with hi. religious view.. However. while the 
nation was much divided on the .ubject of religion and one 
Prote.tant .ect was cruelly treating all the others, they were 
a unit in oppo.ing hi. desire for Catholic lupremacy. Thul 
the nation was prepared to take the .tand against James 
which was involved in asking William the Hollander to head 
an armed expedition to England. And 10 with the flight of 
Jame. to France ended the Stuart dynasty and autocracy. 



CHAPTER XIII 

England After the Revolution of 1688 
(1688- 1 920) 

T HE Revolution of -1688 drew a sharp line between old 
England and an England in which new conditions were 

-to prevail. In politics, in its economic status, in its outlook 
upon the rest of the world and its relations therewith the 
nation was to experience changes of the greatest importance 
to the welfare of its people. 

The history of this new England naturally divides into 
three epochal periods. First we have a century and a third 
in which the keynote is war-war in a military sense; war in 
an economic sense. England for the English an<i England 
against the world, including her own colonies and her sister 
island of Ireland~ 

The dominating note of the next century is peace, accom
panied by great political, industrial, economic and sm:ial 
changes. 

Then we have the brief climateric period of the recent 
war-a period when England nobly and voluntarily supported 
by all of her Dominions and Dependencies; joined hands 
with France, Italy, and America, to save from destruction 
their common civilization. 

Origin of the National Debt 
The great financial engines which provided the power to 

make this victory possible had their genesis during the closing 
years of the seventeenth century. The ideas which gave 
them birth were probably of Dutch origin, brought with him 
86] 
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from Holland by William III. These were public borrow
inK and banking. Prior to 1688 there had been no such 
thing in England aI a national debt. The sovereigns had 
frequently borrowed money but these loans were transactions 
with special group. of moneyed men and in no sense borrow
ing. of a national character, raised on a systematic basis. 
A. an alien, King William hesitated to burden the people too 
heavily with taxation and therefore to meet the expense of 
hi. wan resoned to borrowing on a large scale. 

Tht Bank of England 
In 1&)4 the Bank of England wa. incorporated. 
Thia W38 the fim incorporated banking institution. in 

England. Itl chaner, which Wal granted July 140 1&)4, pro
vided that in exchange for a loan to the Exchequer of £.,100,-
000 the in corpora ton might deal in bullion and bills of ex
change, issue notes and make advance. on merchandise. It 
Wal a private undenaking and .0 remains to the present day. 
On the other hand, it perform. imponant public functions, 
luch aI the management of the public debt and finances. 
It. hiltory, privilegel and responlibilitiel are discussed lD 

detail in lublequent pagel. 

Tilt Excht'lun-, or Trtamry, Bill . 
The fint Exchequer billl were issued in 1&}6. As origi

nally issued they were a form of Government currency. 
Their .ubsequent u.e has been to bridge over the period 

between expenditure and the receipt of income from taxa
tion or from long time loanl. They have lerved as the 
Ilhuttle which wove into the fabric of Government resource. 
the Roating capital of the realm. Since 1877 Treasury Hill. 
which perform the lame function. have largely taken their 
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place. The principal difference between these two classes of 
bills is that the Exchequer bills are paid with accrued interest 
while Treasury bills are issued at a discount and paid off at 
par. 

The Income Tax 
Another mighty engine of public finance, the income tax 

in its modern form, was not pro~ded until late in the next 
century. This tax was first levied in 1799 at the instance of 
William Pitt, the younger,as an aid in the financing of the first 
part of the Great French War. It was levied at the rate of 
10 per cent. on all incomes of two hundred pounds and above. 
In the first full year of its operation it provided .about four and 
a half million. Compare this, even after making liberal 
allowance for the greater purchasing power of the £ sterling 
in Pitt's time, with the return of the last fiscal year (1919-
1920) of nearly three hundred and sixty million, or, with 
excess profits tax added, some six hundred and fifty million. 
Its prototype, first levied in the reign of Richard I, may have 
yielded forty thousand pounds-exact figures are I\ot avail
able. 

Joint-Stock Ban~ing 
Then, in tbis survey, we must not overlook the importance 

of the introduction of joint-stock banking in England in 1826, 
and the extension of the privileges of such banks to "the city 
of London in 1833. The marshalling of the credit resources 
of the world through the agency of these banks and of the 
great acceptance houses made England the financial clearing 
house for the world's trade. Thus there were concentrated 
in London great reservoirs of credit which made it possible 
for England to carry so heavy a part of the financial burden 
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of the recent war. The combined financial resources of 
England and America mobilized through their private cor
porate banb and their respective semi-state banks, the Bank 
of England and the Federal Reserve System, provided the 
credit relOurce. without the use of which the war could not 
have been fought to ill .uccessful climax. 

Pu!J/ic Expenditurt 
We may now tum to a con.ideration of the uses to which 

money. were put which were made available by this financial 
machinery of taxation, borrowing and banking. We find in 
the requiremenll of war the greatest cause of the creation 
and growth of public debt. War, the preparation for war, 
the aftermath of war in the form of pensions and the interest 
upon the public debt, account. for over 85 per cent. of the 
total expenditure of the nation from the Revolution until 
the pre.ent time. In thi. connection the tables of expendi
ture and of income from 1688-1930 printed with Chapter 
XXV will be found wonhy of .pedal .tudy. 

Tht Tariff 
Finally, we may con.ider the use of the taxing power for 

other purpose. than to produce income. Until 1845 England 
palle •• ed a highly protective tariff, designed to promote the 
interelll of the land ownerl and the manufacturer.. Up to 
that time the cu.tom. tariff. were devised both with a view 
to giving thi. protection and to obtaining revenue. Thi. 
Wal also true of lOme internal taxtion. In 1846, largely as a 
sequence to the Irish famine of 1845. the corn law. were re
pealed. Thereafter the other protective duties were gradu
ally removed 10 that, .ince 1866, England hal enjoyed abso
lute free trade. 
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England in I9I4-
At the time of the outbreak of the recent war England 

was the richest of the nations, so far as developed resources 
were concerned. Her commerce was worldwide, her manu
factures went everywhere, carried for the most part by her 
own ships. These also carried a large percentage of the 
goods of other nations, especially foodstuffs for home con
sumption and the raw materials of manufacture for which 
England is dependent upon the rest of the world. England 
in 19i4 was the world's banker and her 'Capital was invested 
in the promotion of industry and transportation not only at 
home and in her own colonial possessions, but in many other 
countries, especially in the Americas. 

The Future.? 
The recent war has brought about important changes in 

all of these relations. It is too soon as yet to determine to 
what these changes will lead. Much depends upon the 
English workingman and workingwoman. By the progress 
of events he and she have now largely devolved upon them 
the decision as to what shall be the future history of the 
nation. For good or ill over the centuries, slowly, almost 
imperceptibly at first, but finally with great rapidity within 
the last fifty years, this power has come to them. 



CHAPTER XIV 

War and Debt 
(1688-181 7) 

T ilE period of English history extending from the acces
sion of William III to the close of the Napoleonic wars 

Wal one marked by a succession of war. and a steady growth 
of debt. 

In 1688 the only debt of the nation consisted of some 
£384.000 of temporary obligation. for arrean due to the 
army and for other demand. arising from the Revolution. 
There Wal allO in litigation the claim of the Goldsmiths for 
reimbursement of the amounu.eized from them by Charles II 
at the time of the "Stop of the Exchequer" in 1672. Thi. 
claim was later adjudicated at £664.263. So the entire 
debt II of 1688 was a little over one million pounds. 

In the century and a third lying between thi. date and 
1817, when the expenses of the Great French War were 
finally determined, the bulk of the public debt of England 
as it stood prior to the recent world war was created. The 
wan of William III were the cause of £18 million of debt 
and the wan of Anne of £3] million more. The Spanish 
Right of Search War and the War of the Austrian Succession 
piled on another £31 million. The Seven Yean War added 
£57 million, the American War £116 million, and the Great 
French Wan £612 million. The total debt at the end ofthe 
period, allowing for lOme reduction. during the intervals of 
peace lying between the different wars, was £850 million. 

The table on page 93 summarizes these data. It· also 
afford. comparison. not only of one period with another, 
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but also with the national wealth. It is interesting to note 
how the growth in population and in wealth kept pace to a 
measureable extent with the growth of the debt. This was 
especially the case during the last fifty years of the period. 
A table giving similar comparisons of the debt charge for 
the same periods with the national income may be found 
on page 134. 

Public Finance in the Reign of William III 
The reign of William III was marked by active warfare 

at home and abroad. At home there was the cruel war for 
the reduction of Ireland. Abroad there was constant 
warfare with France which had espoused the cause of the 
deposed King, James II, and also was at war with England's 
ally, Holland. 

The expenditures during the reign of James, which had 
been called "crushing," had averaged £2,168,000 a year. 
They mounted to an average of nearly £5 million in William's 
reign. This state of affairs constituted a serious menace to 
the stability of the new government, not altogether removed 
by the final victory. To cope with such a difficulty William 
had the advantage of the experience of the Dutch in financial 
matters. In the Ban.k of Amsterdam, estab'lished in 1609, 
the Dutch possessed one of the three important banks of the 
time. England was rich and had come to understand and 
to engage actively in company promotion and in stock spec
ulation. Domestic business was active, much capital 
having been invested during the war in the manufacture of 
goods of a class formerly imported from France. There had 
also been an active development of mining ventures, water 
supply companies, munitions factories and other undertak~ 
lOgS. 



Period 

Revolution • . • 
Wan ot William III. 
PNU • •• 
WaRot Anne. 
P-.u • •..•. 
Spanish-Austrian WaR . 
P.au . 
Seven Yearl War 
P.au • 
American Yo' ar 
P-. 
Great French War 

lilt Period • 
Ind Period • 

THE NATIO~AL DEBT 
At the aolC of Historical Period. 

1688-1817 
Population. ~bt aDd National Waalth in Milliona 

Nov. 5.1688 
Se~t. 29. 1697 

29.1701 
• 29.17 14 
• 29, 1739 
• 29.1749 
• 29.1755 
• 29.1766 
• 29. 1775 

Oct. 10. 1785 
• 10.1792 

Jan. 5,1802 
• 5. 1817 

Popu
lation 

-5,2 
5,2 
,5,1 
5.2 
5.8 
6.0 
6,2 
6,9 
7,5 
8,2 
8,7 

tlI.O 
117.0 

Change Na- ~bt Walth Debt 
~bt from tional per per Per 

PrrvioUI Walth Capita Capita Cent. 
tPeriod Wealth 

t. 
1,0 

18.4 
15,3 
48.7 
48.4 
79,9 
75.4 

133,1 
127,9 
244,2 
238.0 

t. 

17,4 
J,l 

33,4 
oJ 

31,,5 
4.5 

,57,7 
5,2 

116,3 
6,2 

S04,2 266,2 
850,0 345,8 

t. 
320 
320 
320 
370 
480 
,500 
,500 
500 
750 

1,000 
1,250 

t. • 
o 4 
3 10 
3 0 
9 7 
8 6 

13 5 
12 2 
19 4 
17 I 
29 IS 
27 9 

t. • 
61 10 
61 10 
62 6 
71 3 
b 6 
b 16 
79 17 
72 3 

100 0 
121 19 
144 3 

·31 
5·7,5 
4.78 

13·17 
10.08 
15·99 
15·09 
26.62 
17·05 
24·42 
19·04 

1,750 45 17 159 2 28.81 
2,700 ,50 0 158 16 31.48 

-~Diland only. tEngland and Scotland. IUnited Kingdom. 
Sitemi in Roman indicate increues; in italica, decrease&. 

III 
:z 
Cl 
!: ... 
III .. 
c: 
III 
roo 
n ... 
~ n 
III 
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As the war progressed, French commerce was driven off 
the seas. England was rapidly becoming the greatest com
mercial country in Europe. 

The Bank of England Foundea 
The requirements of the State and of business both called 

for better banking facilities than were offered by the Gold
smiths. The time was ripe for the introduction of corporate 
banking. Therefore, when a plan was brought forward for 
organizing a bank which would make. an immediate large 
advance of capital to the State and which would stand ready 
to finance the growing requirements of the Government, and 
also of the commercial classes, it found a ready response, 
and in 1694 the Bank of England was organized. 

The National Debt Inaugurated 
Another idea which William brought with him from Hol

land was that of national borrowing. The new Government 
hesitated to place upon the people too heavy a burden of 
taxation. It was also thought to be a good policy to have 
the moneyed classes tied to the Government by direct invest
ment in the public funds. 

It is an interesting fact that the methods of public borrow
ing introduced during the reign of William III comprised 
practically every method since adopted. This indicates at 
once the resourcefulness of William's finance ministers and 
the conservatism of the English people. Then, as now, the 
debt assumed two principal forms-funded and unfunded. 
According to English Finana Accounts, the funded debt con
sists only of the perpetual debt, such as the debts due to the 
Bank of England and the Bank of Ireland and the Consols. 
The unfunded debt is debt of a temporary nature and debt 
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repayable at the end of fixed tenns. As some of the obliga
tions under this latter head are not repayable for many years 
the division based on established usage has become somewhat 
illogical 

We will now consider the early forms of unfunded and 
funded debt. 



CHAPTER XV 

Early Forms of the Unfunded Debt 
(1688-17°7) 

THE unfunded debt of this period consisted of tallies, navy 
biIIs and Exchequer bills. In temporary advances by the 

Bank-as for convenience we wiII hereafter designate the Bank 
of England-we have the precursor of the "ways and means 
advances" of present-day treasury statements. 

Tallies 
Prior to the Revolution the form which the obligations 

of the Crown usuaIIy took was that of loans upon "taIIies"
a form of wooden stick given as a receipt for money payments. 
The taIIy will be" found described in the chapter on the 
Exchequer. 

The Exchequer would at times find it inconvenient to meet 
its payments in cash. It would then give to the creditor 
tallies or receipts issued in anticipation of revenue. These 
were known as "tallies of assignment," because a definite 
source of revenue was set aside for their payment. They 
were always accompanied by an Exchequer order entitling 
the holder to the payment of the amount at a set date in 
the future. 

These Exchequer orders were issued" in negotiable form, 
being transferable by endorsement. They" sometimes bore 
interest. 

Again, tallies with assignable orders of repayment were 
given in acknowledgment of money loans. These tallies were 
called "tallies of loan." The Exchequer order of repayment 
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E!fCLlSR PUBLIC FINANCB [ 97 

Wat the really valuable document. It was written on parch
ment and .igned by the high Exchequer and Treasury officials. 

Theae orden and the tallie. accompanying them came in 
. time to be known indiJferently as "tallies," and the operation 
was .poken of at borrowing on tallies. Following is a copy 
of .uch a document of the time of Charles II. 

EXCHEQUER ORDER 
R.eip of CharJce II 

Order. takea by ua. thi. ........ day 01 ............ , by 
virtue of all Act Intituled, "An Act for &ranting a Supply to 
Hi. Majaty 01 Two hundred and .ill: thoulllUld, foure hundred 
.iJ:ty-two pound .. _venteene .billings and three pence, for 
peyin, off and dilbaading the Forcel nieed lince the Nine 
and twentyeth 01 September, Oae thoulaDd .ill: hundred lea

venty and _ven," that you deliver and pey 01 luch of Hi. 
Majatye'. tra8ure u remalnl i.D your charge of the lumme 
01 Two hundred .ill: thoulaDd fower hundred .idy-two pounda, 
_venteeDe ahillingl, alld three pence. ariaing by virtue of the 
laid Act anto ...•.••..•. 01' hia auignea, theaumme of ....... . 
i.D repeyment 01_ much money \ent by bim unto hia Majatie 
upon the credit 01 the laid IIImme of Two hundred ail: thouaand 
fower hundred aiJ:tie.two pounda. _venteene .hillinge, and 
three pence. and peid into the receipt 01 hia Majelltie'. Ell:-
chequer, the laid ........ day 01 ............ , u by a tally 
\eavied at the receipt 01 the Exchequer, beann, date the lame 
day, a~ tocether with the intenet thereof, at the rate 01 
eilht pounda per centum per annum, at the end 01 every three 
montlla. until the repeyment 01 the principell; and the.e, to
cether with hia 01' her acquittance, 01' the acquittance of hia 
01' her uaignee 01' u.ignee., ahaI1 be your diacharge herein. 

The tint loans of William III were raised in the u8ual way 
by tallie. of loan charged on and in anticipation of nriou. 
dutie.. The amounu required were 10 large that they 
accumulated more rapidly than the revenue. allocated to 
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them could be collected. Then the Treasury frequently was 
not in funds with which to meet a given series of tallies 
because the collections were smaller than the charges. 
Thus the tallies were discredited and fell to a heavy discount .. 
At the close of the war in 1696 the total deficiency in the 
funds upon which the tallies outstanding were charged was 
£5,160,000. To remedy this defect in the system Parliament 
swept all of the receipts into one fund, making all outstanding 
tallies a first general mortgage thereon. 

The debt upon tallies of loan was a very dangerous form 
of unfunded debt. As these loans were usually made only 
for·short periods, the Treasury was under the necessity of 
making frequent renewals. These renewals were apt to come 
at inconvenient times. 

Navy and Army Supply Bills 
The records show, especially in the case of tallies of antici

pation, that the Army and Navy paymasters frequently had 
to submit to a heavy discount. As high a loss as 25 per cent. 
is known to have been suffered during the financial distress of 
1687. In the following year the Treasury was authorized by 
Parliament to issue these tallies at 10 per cent. discount to 
those who would receive them in payment for navy services. 
In fact it was especially in connection with navy services that 
such depreciation chiefly occurred. 

The navy and army supply bills, as these obligations came 
to be known later on, were put on a sound basis in 1784 dur
ing the Treasury administration of the younger Pitt. 

The Exchequer Bill 
The introduction of the Exchequer bill in 1696 was a first 

step toward remedying this abuse, although it was not until 
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1751 that they entirely lupplanted the tallies. They were 
issued in the first instance to supply a temporary need for 
• circulating medium while the coinage was in process oC 
revi.ion. Bank of England note. were not issued at that 
time in smaller denomination. than twenty pounds. The 
Exchequer bill. then i.sued amounted to only £159,16<), but 
in the next year £1,500,000 were issued and in the following 
year £1,200,000 more. They were issued in even denomina
tion. of five and ten poundl and to IUch public creditors as 
chose to receive them. There was no compulsion. They 
were negotiable, pas.ing. by endorsement. They bore in
terest. They were receivable by the Government in payment 
for all taxe., except the land tax, and when received could 
be reissued. Interest lapled during the time they were in 
the Treasury. \Vhen the bill. were covered with endorse
ments they were "held in the Trealury and other bills issued 
in their stead. 

In 1707 an issue of Exchequer bills was authorized receiv
able for taxes, or payable at the Exchequer for any obligation 
due the Government, and exchangeable for ready money 
on demand at the Bank of England. An allowance of 4~ per 
cent. per annum was made to the Bank for circulating the 
bill.. These bill. bore no interest when issued from the 
Exchequer, the amount of interest to be paid thereon being 
left to the discretion of the Bank. The Bank was then in a 
polition to guide the Exchequer as to the amount of bill. 
which could be safely placed in circulation. The amount 
outatanding from time to time varied with the exigencies of 
the Exchequer. The Ule of the bill. a. an active circulating 
medium was regulated by raising or lowering the denomina
tion. in which they were illued. 
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The Exchequer bills first issued were worded as follows: . 

No. I88 

EXCHEQUER BILL 
Reign of William III 

Exchequer, 

26 April. 1697. 
By virtue of an Act of Parliament passed in the viii year of 

his Maties Reign, This Bill entitles the bearer to Five Pounds, 
to pass in all payments to Receivrs or Collectors of any Ayds 
Taxes or Supplys for the service of the War for the year 1697, 
(except ye III Shilling Ayd), to be reed and satisfied by ye said 
Receivrs or Collectrs under ye Penalties in ye Act contained. 

R. Howard A farthing a day (L.S.) 
interest. 

When the issues of Exchequer bills became excessive they 
were funded into other forms of debt. Thus they afforded 
a flexible credit instrument which could -be increased or 
decreased as required by the necessities of the Government. 



CHAPTER XVI 

Early Forms of the Funded Debt 
(1688- 172 7) 

T HE early form. of funded debt were annuities and the 
perpetual loan. from the Bank and the East India 

Company and later from the South Sea Company given in 
exchange for their charter privilege •• 

Annuititl 
The annuity loan. were made on the .ame theory as that 

upon which annuitie. are IOld today by insurance companies. 
The .eller of an annuity agree., in consideration of the re

ceipt of a given .um of money, to make the purchaser annually 
or otherwile, during hi. lifetime, or for a specified period, a 
definite payment. Thi. payment i. larger than the interest 
would be upon the principal .um bec.ause upon the death of 
the purchuer, or upon the expiration of the annuity period 
the .um which he originally paid, or what may remain of it 
become. the ablOlute property of the .eller. That is, in the 
cale of a pure lire annuity, the seller and the purchaser specu
late upon the probable life or the purchaser, the latter to in
crease hi. income, the former with a view to profit. Present
day table. based upon a .tudy by in.urance actuaries or the 
expectancy or life are remarkably accurate in indicating the 
average expectancy or life at a given age. The whole prin
ciple or insurance ia based on thia theory or averages. 

The tontine policy Wal invented by an Italian or the name 
of Tonti. He devised a plan by which a group of individual. 
would agree with the .eller or an annuity and with each other 
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that, as members of the group died, the survivors should have 
divided among them the amounts to which the decedents 
would have been entitled until eventually the entire annuity, 
or an agreed proportion thereof, would go to the final sur
VIvor. 

The loan of 1692 for £1,000,000 was offered on this basis, 
the" benefit of survivorship to last until the group was re
duced to seven. The idea was new in England and not under
stood, so the loan was a failure, only £108,000 being raised. 
At subsequent periods several tontiQe annuity loans were 
placed. 

In 1695 long annuities having 90 years' certain duration 
were introduced. 

The annuity principle for funded loans was the one chiefly 
used during the 18th century. It was often used in com
bination with other schemes. One of these which came to 
be increasingly in vogue until the close of the American War 
in 1783 was the lottery loan which will be found described in 
Chapter XVII. 

The "Fund of Credit" Idea 
There was a theory prevalent in the latter part of the 

seventeenth century and the early part of the eighteenth 
'century known to economists as the "fund of credit" idea. 
It was in pursuance of this idea that the Bank of England 
was organized. The entire original capital of the bank as 
well as part of the deposits were loaned to the nation. This 
left the Bank as a basis for conducting its business a 
"fund of credit" founded upon its loan to the Govern
ment. Similar was the policy of Parliament in forcing 
the East India Company to pass on to the Government in 
exchange for its obligations the proceeds of its sales of stock. 
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A bank known u the Million Bank was organized in 169, 
on the lame basil and for a while conducted a moderately 
lucc:aaful buaineu. Pushed to itl logical conclusion, such an 
idea could be developed indefinitely. Itl prevalence was not 
confined to England. The idea wal at the basis of the 
organization of the South Sea Company which was chartered 
in 1711 and of John Law'1 Mississippi Company which had 
IUch a meteoric career a few yean later in France. 

Tnt &11/ India Company 
The original Ealt India Company wal chartered by Queen 

Elizabeth in the year 1600. To it was given the exclusive 
privilege of trade for fifteen yean. Thil period was subse
quentlyextended from time to time, to Asia, Africa, and to 
America and intervening illandl from the Cape of Good Hore 
to the Straitl of Magellen. 

The company opened up trade with India and became a 
rich and powerful corporation. The luccess of the company 
led to effortl at competition and finally to the organiaation 
in 1698, under parliamentary act, of a dangerous rival. The 
consideration for the charter of the new company was that 
it should make a loan to the State of £2,000,000. When 
the stock Wat offered, the old company lubscribed £31,,000 

and became the dominant factor in the new body. Finally, 
in 1702 in the reign of Queen Anne, the companiel were 
merged and given exclusive privileges in consideration of a 
further loan of £1,200,000. 

The story of the East India Company il one of the ro
mancel of commerce. It Wat through itl efFortl that the 
great Empire of India Wat won for Great Britain. It. fam
OUI "East Indiamen" held unqueationed pre-eminence 
among the merchant yesaela of the world down to the middle 
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of the nineteenth century. Some of the most stirring chap
ters in England's commercial history are written around the 
voyages of these ships and the stories of Qive and Hastings 
will ever be memorable in England's military history. 

India has been the great imperial training school for a 
long line of illustrious British soldiers and administrators. 
The government was taken over by the Crown in 1858, after 
the mutiny. 

The South Sea Company 
The most spectacular operation based upon the fund of 

credit idea was that with the South Sea Company. This com
pany was at its inception to all intents a government under
taking, although incorporated (in September, 1711) as a pri
vate company. It received a charter giving it exclusive trad
ing rights to the east coast of South America with certain 
limited exceptions and a monopoly of trading in the Pa
cific Ocean including the entire American Pacific Coast. 
In consideration of these trading rights, which were expected 
to have great value, the company was to offer to exchange 
its stock for the outstanding unfunded government debt 
and in addition was to pay the Government £500,000. The 
Government was to pay the· company interest at the rate 

. of 6 per cent. per annum upon all stock which it should 
thus acquire and in addition £8,000 a year for management. 
This offer was accepted, up to the close of 1711, by the 
holders of upwards of nine million of government obligations. 
Further exchanges and adjustments, in 1714, made the 
capital and the debt balance at an even ten million pounds. 
A further small operation took place in 1719 when the sum 
of £1,746,844 was converted. At this time those in control 
of the company and their associates in the Government 
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determined upon an operation of no less importance than 
that of the conversion of the entire balance of the debt into 
the company's Itock. If this scheme could have been car
ried out the company would have had a capital of around 
6fty million pounds and would have practically monopolized 
the ban lUng and trading business of the kingdom. However, 
the Bank and the East India Company would not come into 
the arrangement. It was then decided to go ahead without 
them. By wholesale bribery of the members of Parliament 
and of government officials, and by collusion with no less a 
perlOn than the Chancellor of the Exchequer, the necessary 
legislation was obtained and the plan successfully launched. 
Thil was not accomplished without active competition from 
the Dank. The competitive bidding of the Dank led the 
company 6nally to offer the Government very attractive 
terms. Provided all of the holders· of government obliga
tions, except the Bank and the East India Company, con
verted their holdings the company wal to pay the Govern
ment £7,S67,Soo and was to surrender its trading ~ighu, 
but with a tacit understanding with Aislabie, the Chancellor 
of the Exchequer, that they would be reltored later on. The 
Government in tum W38 to pay interest at 6ve per cent. per 
annum upon iu obligationl acquired by the company. It 
was agreed that after 1737 the interest rate Ihould be reduced 
to four per cent. The advantage to the nation lay in this 
saving of one per cent. in interest and in the receipt of the 
cash payment of leven and a half million. Manifestly, even 
if trading righu were restored, whicb W38 part of the pro
gram, there W38 no legitimate basis for luch a payment by 
the company. 
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The Outcome of South Sea Scheme 
The profit to the promoters was to come from stock mar

ket operations on a huge scale and they little cared what hap
pened afterward to their new stockholders, the present holders 
of government debt. By spreading tales of the great 
profits to be derived from their trading rights-for they took 
good care not to let it be known that these had been surren
dered-and by the rankest kind of stock market manipulation 
they forced the quotations of their stock up to 200, then to 
300, then to 800 and finally to 1050. As the stock advanced 
they offered the holders of government debt the privilege 
of exchanges at three to one, then at four to one. As their 
terms with the Government were for even exchanges they 
thus accumulated a large amount of treasury stock, some of 
which they were able to sell at the advanced prices and thus 
to accumulate a temporary dividend fund and one for use in 
manipulating the market. If the plan could have been car
ried out in its entirety the profits realized upon the private 
holdings of the "insiders" would have been immense. The 
magnitude of the operation and the rapidity of the advance 
proved to be their undoing.' Other promoters came into the 
market with their schemes and a wild orgy of speculation 
took place. As usually happens in such a market, the col
lapse, when it came, was sudden and severe. The exchange 
of public securities for the company's stock had been 
achieved, but the speculators were most of them ruined and 
the public robbed. Strange as it may seem, the company 
remained solvent. Its new stockholders, most of them the 
former holders of government obligations, held the stock at 
varying prices. The Government had to surrender its right 
';0 the seven and a half million, and to make the company a 
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temporary loan of a million pounds in the form of Exchequer 
bills. It carried out its contract to pay the five per cent. per 
annum until 1727 and then four per cent., which yielded a 
corresponding return upon the company's stock. The con
spira ton were severely punished by loss of office, imprison
ment and lOll of property. The worst sufferers were those 
among the public who were tempted to speculate in this and 
the varioul schemel which were promoted during the period 
of the craze. For a long time afterward stock speculation 
was much in disfavor and "'Change Alley" neglected. 

The Iubsequent history of the company can be quickly 
told. It existed until 18S4 purely al an investment cor
poration holding government debt, receiving the interest 
thereon and dilbuning it to itsltockholden. Finally in 18S4 
the lalt of the debt was paid and the company liquidated. 



CHAPTER XVII 

State Lotteries and Lottery Loans 
(1694-1826) 

THE first lottery loan was raised in 1694. The lottery 
principle had long been known and used on the Continent 

and was not entirely new to England. 

The First English Lotteries 
The first English lottery of which there is any record was 

one projected in the reign of Elizabeth and issued under her 
patronage in the year 1569. The bill announcing it states 
that "the same Lotterie is erected by her majestie's orders to 
the intent that such com modi tie as may chaunce to arise 
thereof, after the charges borne, may be converted towardes 
the reparation of the havens and Strength of the Realme, and 
towards such other publique good workes." We have no rec
ord as to the amount which it yielded. 

A loan by lottery was raised in the time of lames I, the 
proceeds being used to defray the expenses attending the 
establishment of the colonies in America. 

The first lottery loan of King William III was for 
£1,000,000. It was offered in shares of ten pounds. 
Annuities of £14 per cent. for 16 years were variously 
apportioned, £14 per cent. on every share and a larger pro
portion for the holders of 2,500 fortunate tickets. The 
principal prize was £1,000. The annuity of £140,000 was 
made a charge upon the salt duties. The operation was 
called the Million Lottery and the annuities the Salt Lottery 
Annuities. 
108] 
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There were aeven lottery loans from 1711 to 1714 in 
the reign or Queen Anne which yielded to the Government 
£9,000,000, but the bonuaes paid to the holders of fortunate 
lottery tickets amounted to £2,734,000. 

The u.e or State lotteries in connection with the Spanish
Austrian War financing, 1745-1748, gave a guise or respecta
bility to this method or raising money. It is not surprising, 
thererore, to find that bridges were built over the Thames, 
and the British Muaeum rounded with runds derived rrom 
lotterie .. 

Loti", Loans in 1M American War 
It was in connection with the financing of the American 

War (1775-1783) that the lottery loan had its greatest vogue. 
The loan. offered were all on.the lottery basis. They were 

IOld at a progressively heavy discount. In 1776 ror £2,000,
ooo.the Treaaury offered ror every 

£. • 
£.100 IUbecribed 3 per cent ItOck • • . . • 77 10 
And three lottery tickda (in all 60,000) valued at 

£10 each: the pri.ua bein, funded, the holden 
of the fortunate lottery tickda received at par 
3 per cent etock • • 30 ----
or ia all for £.100 cub. • . . • . • . £.107 10 

The next loan was in 4% .toclt at par with a lOS ahort an
nuity; the two following were in 3% stock at par with more 
liberal annuities. Then came another at 4% at par with an 
annuiry. Finally with the growing neces.ities or the Govern
ment and increasing depreciation or government .tock it was 
necessary in 1781 to offer, ror £12,000,000 in cash, £18,000,-
000 3 per cents and £3,000,000 roura. Apin, in 1782, for 
£ 1 ,. 500,000 cash, theTreasury gave thesame amount in threes. 
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50% additio.nal in fo.urs and a liberal annuity. The lo.ans o.f 
1783 and 1784 were placed o.n substantially the same basis, 
altho.ugh it was fo.und necessary in 1783 to. give o.nly 25% 
in fo.urs, but in 1784 it was necessary to. give 50% again, but 
a smaller annuity was given. . 

Every o.ne o.f these lo.ans carried the privilege o.f purchas
ing, at £10 each, a certain percentage o.f lo.ttery tickets. Fo.r 
instance, in co.nnectio.n with the £6,000,000 loan o.f 1778 there 
were 48,000 lo.ttery tickets. Each subscriber o.f £1,000 re
ceived an equivalent amo.unt o.F 3% sto.ck and an annuity 
fo.r 30 years o.f £2 lOS o.n each £100, practically 5U% fo.r 30 
years, with the privilege o.f purchasing eight lo.ttery tickets 
fo.r an additio.nal payment o.f £80. In the case. o.f the lo.an o.f 
1782 a subscriber o.f £1000 received £1000 in 3% sto.ck, 
£500 in 4% sto.ck and a lo.ng annuity o.h7 s 6d o.n each £100. 
He also. might subscribe fo.r three lo.ttery tickets. 

The prizes, which amo.unted to. the to.tal sum paid fOJ; the 
tickets, were no.t funded as they had been at o.ther times, but 
were paid in cash to. the ho.lders o.f the fo.rtunate tickets in the 
Spring o.f the fo.llo.wing year. It wo.uld thus appear that the 
Go.vernment made no. direct gain fro.m the lo.ttery itself, act
ing merely, as it were, all an agent o.r stakeho.lder, being bene
fited by the incentive given to. the public to. take the lo.an. 

How the Loans Were Placed 
An intelligent co.ntempo.rary writer has given us a reco.rd 

as to. ho.w the Chancello.r o.f the Exchequer was accusto.med 
to. place lo.ans during this perio.d. He tells us that it was usual 
fo.r the minister to. co.nfer in private with a few mo.neyed men as 
to the terms o.f the lo.an and thus to. determine a basis which 
wo.uld be acceptable to. the market. 

We are no.t advised whether at this time the bankers "un-
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derwrote" the sale of the loan, but we know that at a later 
date it became customary for them to purchase the loan in 
bulk and then to distribute it to their patrons at a moderate 
advance. When a new loan was contracted prior to the pay
ment of the last instalment of a preceding loan, it was usual to 
give the preference to the contracton for the preceding loan. 

A. it was illegal for a private individual to payor receive 
over s% interest for money, it was apparently deemed im
proper for the State to offer a higher rate. Thererore in order 
to draw capital to the Exchequer it was deemed necessary to 
make the offering attractive in other ways than by directly 
giving a higher rate of interest. The Treasury officials seem 
to have thought chiefly about the addition which the debt 
charge would make to the budget. They were not much con
cerned about the nominal par value or the debt. On the 
other hand the banken naturally desired tenns which would 
make the loan attractive to the public and thus readily ne
cotiahle. At the same time they very naturally wanted such 
tenns as would afford opportunities ror a handsome p~6t on 
their part, if not at the time, at any rate in the subsequent 
dealings in the market. Hence it became customary during 
Lord North's incumbencyofthe Exchequer, as already stated, 
for every £1000 in money to give 3% and 4% stock, either or 
both, equivalent in market value to the money to be advanced, 
with an annuity in addition, in some cases, and, in every in
stance, with the privilege of purchasing a certain percentage 
of lottery tickets. The suhscription was .till further "sweet
ened" by making the money payahle in installments over a 
period of months, the purchaser being entitled to all interest 
accrued from the date of the loan. Thi. last privilege 
amounted in lOme cases to a. much as two-fifth. of .. year's 
interest. 
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For the payments against each class of obligation issued 
receipts 'were given. These receipts were called "scrip." 
When handled together they were spoken of as the "omnium." 
Transactions during the period before the loan was paid up 
in full might be either in the several classes of "scrip" or in 

, the "omnium." The subscriber had the privilege of paying 
in full, which privilege if exercised entitled him to a cash dis
count. 

The way in which the dealers and investors in government 
loans estimated the market value of the "omnium" was this: 
The lottery tickets always had an independent market. Ex
perience showed that an immediate sale could be made of 
these rickets at a profit of from Z s to 3 s each, depending upon 
the total amount of tickets in the lottery. The value of the 
3 per cent. or 4- per cent. stock received'was determined by 
current stock exchange quotations. For example, in 1782, 
when the Exchequer offered £2o,z5o,000 par value for 
£13,,500,000 in money the account worked' out something as 
follows: 

For £100 the subscriber received 
£ s d 

1st £100 3% stock having a market value 
of, say. 60 

2nd £50 4% stock having a market value 
of, say. 40 

3rd A long annuity for 17s 6d, whose capi-
talized value would be about 17 3 

4th Three-tenths of a lottery ticket by 
which he would have a profit of, say . 0 

5th Discount, due to the fact that the stock 
when issued carried about two-fifths of 
a year's accrued interest for which the 
subscriber was not required to pay 2 0 0 

Total. . • £120 2 3 
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It doe. not neceaarily follow that these prices were real
iud by the lenden. For instance, the price of 3 % stock 
Suctuated in 1782 between 61 and S3~. However, the 
term. of the loan. at thi. period were liberal and the oppor
tunitiCi for profit were good. 

The different claise. of ICrip were actively dealt in in 
'Chance Alley, aI a large .peculative account could be carried 
with a very 1m all amount of cash capital. The subscription 
receipu paid in full were called in the Alley "heavy horse," 
while the pan-paid certificate. were known as "light horse." 
The "light horse" Wal the popular variety for speculative 
purpoae. and therefore commanded a relatively better price. 
Thi. Wal because it took much leu capital to carry a given 
par amount, while the percentage of profit, if a profit were 
realiudt would be larger. 

Tilt Sialt Lolltrlll I78/--I826 
We may now conveniently give the further history of the 

State 10tteriCi. 
After 1784 the practice Wal discontinued of attaching 

lottery IChemCi to loan Sotations, but until 1823 a certain 
percentage of the annual requiremenu of the Exchequer was 
regularly provided from the proceeds of the ule of lottery 
tickeu. 

There were no lotteries in 1824 and 182S; and in 1826 the 
last State lottery Wal drawn. Alhtont in hi. "History of 
English LotteriCl," tell. w that the method punued by the 
Chancellor of the Exchequer in placing the lottery tickets Wal 

to invite a few of the leading .tock broken to a conference, in 
which he would .tate hi. view.. He would tell them that he 
intended to issue a lottery fortuYt £Soo,ooo in £10 ticke,s
aU to be distributed aI prizes. He would then ask at what 

• 
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price they would tender for them. A competition would 
then ensue and finally an offer might be accepted of, say, five 
pounds premium a share, which would give the Government 
a clear profit, without risk, of £250,000. Of course, those 
who got the concessions put up the price of tickets, but as 
single shares were seldom bought-most people taking a 
fourth, an eighth, or a sixteenth of a ticket-the rise was not 
much felt by the public. 

Although private lotteries were illegal, nevertheless they 
seem to have flourished. The example set by the State was 
followed by people in all walks in life. There were lottery 
tailors, lottery staymakers, lottery glovers, lottery barbers, 
"where a man being shaved, and paying threepence, may 
stand a chance of getting ten pounds." There were even lot
tery shoeblacks. There were frequent cases of suicide traced 
to the lotteries. These were due to the losing of employers' 
.money and trust funds by those who were tempted to 
gamble in this way and. to disappointed hopes of gain which 
perhaps ·meant the loss of one's entire patrimony. There 
were many fraudulent practices connected with dealings in 
the lottery tickets. 

The prizes varied, ranging in some instances from as high 
as £30,000 down to £500. There were regular, reputable 
brokers who made a businc::ss of dealing in lottery tickets 
or shares in tickets. We are told that no small part of the 
business of the stock broker consisted of dealings in lottery 
tickets. There were also many disreputable persons who de
vised all sorts of schemes to make money in connection with 
the lotteries. One scheme which flourished for some time 
was, for a consideration, to insure the receipt of prizes. This 
wall in reality pure betting. In return for say, a shilling, a 
pound would be promised if a certain specified number turned 
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up. or coune these insurances were illegal, but they were so 
profitable to the oflicekeepers, that no penalties could keep 
them down. Any sum might be insured from one to twenty 
guineas. The sum charged for an insurance at the commence
ment of a lottery drawing gradually increased as the drawing 
proceeded, depending on whether the large prizes came out 
early or late. The class preyed upon were principally domes
tic servants. In 1800 it was computed that on an average each 
servant in the metropolis spent annually, as much as 2S 
shillings in thi. reprehensible practice of lottery insurance. 
Thil was when the drawing of the lottery was extended over 
days or even weeki. 

A. time went on and the evils of lottery became more 
and more apparent, there wa. a growing feeling that it 
should be abolished :--still, it was not until 1826 that en
lightened public opinion finally forced its discontinuance. 

ThOle who favored the lottery claimed that properly con
ducted it was a voluntary tax, contributed to only by those 
who could afford it, and collected without trouble or expense. 

They claimed that mOlt of the evil. connected with the 
lottery had been due to the early practice of protracted draw
in,s. In 1809 thi. abuse was done away with and the lottery 
was decided in one day. Ashton tell. u. that extraordinary 
efron. had to be made to dispose of the tickets for the last 
lottery. The public had become disgusted with thil method 
of Government financing and were glad to see it discontinued. 

The State lotterie. yielded a groSl income of lome £.S 
million, but the expenses of management and prize. absorbed 
over £31 million. Thul the net income from this source was 
about £u million or about £218,000 a year for the S5 time. 
between 1755 and 1816 when thi. method of raising revenue 
was used. 



CHAPTER XVIII 
The Sinking Funds 

WE may now profitably consider the early sinking fund 
operations. There were two of these, known respec

tively as Walpole's sinking fund and Pitt's sinking fund. 

Walpole's Sinking Fund 
When Robert Walpole became Chancellor of the Excheq

uer in October, 1715, the public debt, including the capital
ized valu~ of the annuities, amounted to around fifty million 
pounds and the annual charge to £3,164,000. . 

The people were genuinely alarmed at the magnitude 'of 
the debt. It had increased during the thirteen years of 
Anne's reign over 200 per cent. The debt charge had risen 
from about £1,200,000 to over. £3,000,000. A capital levy 
was being ser~ofJsly urged. It was imperative that steps 
be taken to quiet the alarm and to stop this discussion about 
a \ capital le~ which :was mos~ distasteful to the moneyed 

. classes. Therefore, Walpole brought forward in March, 1717 
a plan fora sinking fund. Before he had fairly launched this 
plan the{e was a change in the Government and he was out 
of the Exchequer for four years, beginning with April, 1717. 
However, his plan was adopted by Stanhope, his successor, 
who laid proposals before Parliament on May 20, 1717, which 
led to legislation appropriating the surplus revenues of the 
Bank, the South Sea Company and what was known as the 
General Fund to the redemption of the debt incurred prior 
to December 25, 1716. 

By Christmas, 1727, £6,626,000 of this'old debt had been 
retired, but in the interval it had been necessary to borrow 
II6] 
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new money 10 that the debt had actually increased about 
£%,000,000. 

Walpole. with all hi. ability as a financier. was unwilling 
to secure a radical reduction of the debt by imposing worth
while taxation for that purpose. He allowed the quarter of 
a century between war. to pais with only a nominal debt 
reduction. Mter 17%7 the sinking fund became inoperative 
for debt reduction. the fund. appropriated to it being diverted 
to meeting current expenses. in order that the taxation of the 
landed c1asse. might be reduced. However. as a result of 
.uccessful refunding operations. chieBy in connection with the 
South Sea Company'. operations as described above, the debt 
charge was reduced between 1714 and 1739. by no less a sum 
than one million pound •. 

P,it'l Siding Fund 
If the people of Walpole'. time were appalled at the size 

of the debt. those living half a century later had good reason 
to be .till more alarmed. In the interval the Seven Years 
War and the American War had raised the debt fivefold' and 
the debt charge nearly in the same proportion. Therefore. 
after putting hi. houle in order by introducing needed reform. 
in taxation and funding the Boating debt Pitt, the theD Chan
cellor of the Exchequer. brought forward. in 1786. a plan for 
a .inking fund which. within a period of forty-five years, would 
entirely free the nation from debt. 

The sinking fund was to be a .ure .pecific against the dan
gen of a public debt. In fact it waa to be a prophylactic 
which would make it quite ufe on occasion to increase the 
debt. This, because with each increase of debt there was to 
b.. an increased fund with which to insure it. cancellation. 

One million pound. a year was to be taken from revenue 
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and paid to the Commissioners for the Reduction of the 
National Debt, in whose favor also the existing life and 
terminable annuities were, on their expiration, to be con
tinued. The Commissioners were to invest their income 
from all sources in purchase of the fundeli debt, until the 
annual sum received by them amounted to £4,000,000, 
after which dividends on capital stock to be paid off by 
them, and any life and terminable annuities which should 
mature, should cease and be considered as redeemed. Sub
sequently £400,000 a year was added to the fund; also a sum 
equal to the interest saved by any reduction of interest on 
any redeemable stock; and one per cent. on all new loans 
issued for public purposes. 

Fallacy of Pitt's Scheme 
It is difficult to understand the vogue which this theory 

had for nearly half a century. 
The general principle that money placed at compound in

'Iterest will double itself at 6 per cent. in about IZ years, at 4 
per cent, in about IS years, and so on, is undeniable, but the 
error lay in assuming that to buy up and "keep alive" the 
Nation's own obligations was equivalent to placing the funds 
of the sinking fund at interest. 

If peace had continued for an indefinite period, and if the 
additions to the fund had scrupulously been made from taxa
tion alone, it would have accomplished its purpose. But' 
this would not have been because of the accumulations 
from compound interest, but because an amount, de
termined by such calculations, had in reality been taken 
from the people in the form of taxation. Strange as it may 
seem, most of the brightest intellects of die day were confused 
on this matter. If England could have placed a fund in some 
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other country, or in Mar., to accumulate at compound in
tere.t, the theory and the practice would have been in 
harmony. So long a. the fund had to accumulate at home, it 
was all one whether a .traight annWlI appropriation for the 
reduction of the debt were made from revenue, or, an appro
priation made determined by the circumlocution of the 
.inking fund legi.lation. 

However, when, as happened later, the Commissioners 
borrowed money for the .inking fund, instead of obtaining 
it by taxation, and when, to cap the climax, they paid more 
(or this borrowed money than the rate of interest borne by the 
debt redeemed, the .ituation became a serious one. As Tom 
Paine tenely and humorously put the case in one of his nu
merou. pamphlets: "A. to Mr. Pitt'. project of paying off the 
National Debt, by applying a million a year for that purpose, 
while he continue. adding more than twenty million a year 
to it. it i. like letting a man with a wooden leg to run 
after a hare. The longer he run. the farther he is off." 

The le.son of the indFectivenes. of the cumulative .inking 
fund. a. thus administered, was not learned for a numb~r of 
yean. It was not until 1829 that this falladou. method wa. 
finally abandoned. and not until after £330,000,000 had been 
rai,ed at an average COlt of £5 OI6d' per cent. per annum, to 
payoff debt carrying interest at £4 101 od per cent. The 
difference between these two rates is 101 6d per cent. per 
annum. Therefore. before the nation awoke to its folly it 
had increased its annual fixed debt charge for this purpose 
by £1,628,0001 

Modn-n Siding Funds 
Finally the discovery was made that the only way to ipay 

off the debt was from an excess of clear revenue. derived from 



120] BANKERS TRUST COMPANY 

taxation, over the expenditures for current needs, upon which 
principle the sinking fu.nd functioned from 1829 to 1914. 
However, the reduction in debt was smaIl because of the un
willingness of Parliament to make any substantial appropria
tions for the purpose. The terms of existing sinking funds are 
given in notes, foIlowing the National Debt Statement. 

In 1868, and again in 1894, the plan was adopted of 
issuing terminable annuities in lieu of funded debt. In 
1868 £24 miIIion of Savings-Bank stock was cancelled and 
an annuity of £1,760,000 substituted, while in 1884 Chancery 
stock to the amount of £40 miIIion and over £30 million of 
post-office-savings-bank stock were similarly treated. Thus 
the nominal principal of the debt was reduced. and the annual 
charge increased, just reversing the South Sea Company oper
ation of 1720 and before. The advantage of the operation is 
hard to find, as the Government of course remains obligated 
tQ the savings banks' depositors and the estates in chancery 
for the full amount of their claims. 



CHAPTER XIX 
Early Refunding Operations 

REFERENCE hal already been made. in discussing the 
affair of the South Sea Company. to the refunding 

o~r .. tion. prior to 1739. There were only two refunding 
o~ration. of importance between 1739 and 1817. 

Rifunding Opn-Iltion of I749-uConJo/J" 
Advantage was taken of the period of peace which fol

lowed the War of the Austrian Succession to take meas
ure. to reduce the interest paid on the debt to a uniform 
rate of 3 per cent. At that time the funded debt. apart 
from that due to the Bank of England. South Sea Company 
and East India Company. consisted of various debts con
tracted at different period. under leveral Acts of Parilament 
and charged on many distinct fund •. 

Parliament enacted a law in 1149 that all public ,cred
itora It four per cent. should be paid the amount of. their 
holding. except thOle who .ignified their consent to accept 
three per cent. after December 25. 1757. These were to 
have their prelent interest continued until December 25. 
1750, Ind then to receive 3~ per cent. until December. 1757. 
The Imount of these debt .. including thOle due to the Bank 
Ind the companies was £57.700,000. The greater part of 
the creditora accepted the proposition. A modified offer. not 
quite 10 favorable, was made to those who held out and was 
generally accepted, with the result that the Treasury was 
called upon to payoff only about £3,000,000. As a result 
of these operation. Ind the payment of £3,000,000 navy debt. 
there WI. I net decrease. in round figures, of nearly £5,000,000 

[ 121 
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in debt before the outbreak of the Seven Years War and a 
reduction in the annual charge of £539,000. As an indica- , 
tion of the state of the national credit it may be noted that 
the three per cents which in 1748 sold as low as 76 advanced to 
an average price of about par in 1749-1751, and upon the 
successful consummation of the refunding operations sold up 
to 106% in 1752. 

The success of this operation reflected great credit upon 
the administration. It also gave evidence of the prosperous 
condition of the country, notwithstanding the long war which 
it had just passed through. 

In the session of 1751-1752 an act was passed consolidat
ing certain of the 3% issues into one join~-stock of 3% 
annuities. 

Thus originated the "Consolidated Annuities" or "Con
sols" as that part of the perpetual.debt held by the public 
has ever since been known. ' . 

Funding the Float£ng Debt In I784 
In 1784, when William Pitt the younger assumed 

the duties of his office as Chancellor of the Exchequer, 
he found:~utstanding floating debt for over £18,000,000, 
chiefly in' the form of navy victualling and transport bills. 
From the time of Charles II the payments for navy victual
lf~g and st6res had been made in bills payable at uncertain 
periods. They were taken at a discount which increased very 
considerably at every time of war. During the last five 
years of the American War this discount had varied from 
II~ per cent. to 16U per cent. • 

Pitt brought about legislation by which the Admiralty 
was required to make all of its payments in bills drawn 
at ninety days. Thereafter, as these bills were always dis-
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charged with rigid punctuality they came to be considered 
and accepted lubltantially at par, with a resultant large 
laving to the Government. 

or the navy bills outstanding when he assumed office Pitt 
funded into s% stock £6,..00,000 in 1785 and £9,800,000 in 
1786, giving for each £100 debt £107 101 6d in the first in
ltance and £ III 8 I in the second. Pitt was desirous of com
pleting the entire transaction in 1785, but in deference to the 
viewl of the banken spread the operation over two years. 
In view of hil later change of policy in that respect it is of 
interest to note hil statement to Parliament, "that a fund at 
a high rate of interest il better to the countty than those at 
low ratel; that a four per cent. il preferable to a three per 
cent. and a five per cent. better than a four." He explains-
"the reason il that in all operationl of finance we should al
way. have in view a plan of redemption. Gradually to redeem 
and to extinguish our debt ought ever to be the wise pursuit 
of government. Every .cheme and operation of finance 
.hould be directed to that end and managed with that view." 

Compdliivt Bidding Inauguraltd 
Fonner ministen had made the placing ofloan. a source 

of patronage. Pitt resolved to consult the public interest 
only. He gave notice through the Governor and the Deputy
Governor of the Bank that he was ready to contract for the 
loan with those who would offer the lowest tenns. Sealed 
tenden were required. He thus established a salutary prece
dent which hal been followed in connection with all sub
sequent lo:&n. not offered at fixed prices. It may be noted in 
pUling that the purchasing of army .upplies was placed by 
him on a .imilar competitive basis, thul ending scandalou. 
practice. of long standing. 



CHAPTER XX 

Financing the Great French War 

(1793-181 7) 

T HE outbreak of the French Revolution in 1789 leading 
up to the atrocities of 1792 which culminated in the 

execution 'of Louis XVI on the morning of January 21, 1793, 
ushered in a period of internal strife and of foreign wars such 
as France and the world had never before experienced. With 
the declarations of war by France in February, 1793, against 
England, Holland and Spain, the period of pc;ace which Eng
land had enjoyed since the American War and the hope of a 
further similar period was abruptly. ended. The administra
tion found themselves face to face with a foreign war, while for 
some time they had been compelled to deal with dangerous 
uprisings at home. Thus ended a period of nine years, per
haps one of the most prosperous and happy that England had 
ever known. It had not been a period of prosperity for all 
classes, because the radical changes in the conditions of the 
industrial and agricultural classes had brought cruel hard
ships to many. However, taking the country as an entirety, 
'it had been a time of decided progress. This period of 
'prosperity terminated in a severe financial crisis and con
sequent "hard times." A succession of bad harvests caused a 
scarcity of food and resultant high prices. Throughout the 
commercial world the war was preceded by "a great revul
sion and derangement of commercial credit." There were 
many failures of mercantile houses, while no less than 26 
country banks were forced to' close their doors. In April, 
1793, the distress became so acute that the Government 
1241 
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found it neceuary to apply extraordinary remedial measures. 
At a meeting of meechantl held at the Mansion House on the 
2Jd of April it was voted to apply to Mr. Pitt to advance 
Exchequer Billa on the security of good. and merchandise and 
other property. The request Wal referred to Parliament and 
on the 29th of April. Exchequer Bills to the extent of £S mil
lion were ordered applied to advances. This measure proved 
to be very .uccessful in allaying fear and distrust. The fact 
that assi.tance could be obtained if needed made it unneces
lary in molt Calel to ask for it. 

Tlu Loan of I79.1 
It Wal in .uch a market a. this that William Pitt was com

pelled to arrange for hi. fir.t war loan of £4,SOO.000. This 
loan was obtained by a lale of 3 per cent. con sol. at 72; making 
the money COlt about 4-"% per annum. 

The effect of the businel' crisis had been to carry down 
the price of consol. from quotation. of around 90 which had 
been current during August. September and October. J792. 
to below 80 in the latter part of November. Quotations in 
January. I79J. had averaged about 75. Upon the declara
tion of war they broke to 72 and under. 10 that Pitt'. bargain 
was a fair one for the Exchequer. although price. rallied al
mOlt immediately to around 77 and did not go below 74 dur
ing the re.t of the year. The choice of the 3 per cents. while 
contrary to Pitt'. previously expressed preference for .tock. 
at higher interest rate. and therefore .elling Dearer to par. was 
fully justified by the fact that thus a better bargain for the 
Exchequer could be made, a. the foun and five. were .elling 
relatively much lower-that it. on a higher interest basiL 

The war thu. entered upon lalted until the middle of the 
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year 1801, although the formal signing of the articles of peace 
at Amiens did not take place until March, 1802. 

The war ended in a draw. One by one the other antago
nists dropped out until England and France alone were in
volved. Each nation was ready for.a cessation of hostilities. 
Nothing had been decided and in the settlement Great Brit
ain gave up practically all acquisitions of territory which she 
had made. Great Britain expended during the nine years 
about four hundred and twenty million, 60 per cent. of which 
represented the cost of maintaining the army and navy, 
against a normal peace expenditure of about one-fifth of this 
amount. The interest and management of the debt absorbed 
another 30 per cent. so that over 90 per cent. of the expenditure 
of the period may be said to have been due to war-past and 
current. Of this great sum, which was twice the average 
expenditure during the period of the "extravagant" Amer
ican War, 55.60 per cent. was raised by taxation and the re
mainder by borrowing. 

The Loyalty Loan of I796 
During this period there were eighteen different loan ne

gotiations. We have seen that the first loan was placed at a 
~ittle over 4 per cent. In 1794, 1795, and the early pan of 
J796 it was necessary to pay over 4~ per cent. In Decem
ber, 1796, the money cost over 5~ per cent., while in 1797 
and 1798 it cost from 6~ to 6U per cent. In 1799 and 1801, 
5~ per cent. was paid, but in 1800 over £20,000,000 was 
secured at about 4U per cent. Most of the loans were issued 
as,'threes with annuity bonuses and in some cases with a per
centage in fours. The rate on Navy and Victualing Bills, 
issued as fives repayable after relatively short periods, was 
substantially higher than that paid on the annuities. The 
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average actual rate paid on all loans. long and short. was 
almolt exactly sU per cent. 

The Loyalty Loan issued in December, 1796, was offered 
ror public lublcription, book. being opened at the Bank. It 
was a year or great difficulty. The progress or the war had 
been discouraging. There had been a run on the Bank involv
ing a luspension or lpecie payments. There had been a serious 
mutiny in the navy, and .ymptom. or discontent appeared in 
the army. Under these circumstances, with the pressure or 
taxation keenly relt, the ministry believed that a resort to the 
ordinary method. or raising a loan would be perilous. It was 
determined, thererore, to throw the .ubscription open to the 
public and to appeal to the patriotism or the country. 

Thil courle was rully justified by the outcome. Within 
6fteen hOUri the entire £18.000,000 was oversubscribed. 
However, the loan was at rour per cent. discount berore the 
payment or the deposit. Thil discount arterward became 
8 per cent. and 6nally 14 per cent., but every payment was 
duly made. 

Final PmoJ (I803-I8I5) 
Such a peace as that ligned at Amien. was not destined 

to be permanent. British Itatesmen relt that it was danger
ou. to give luch an antagoni.t as Napoleon time in which to 
crow Itrong. They thererore took advantage or a dispute in 
regard to the disposition or Malta to renew the war in May, 
ISoJ, and thus to arrive at a .ettlement which would be con
clusive. Notwithstanding the ract that they caught Napo
leon unprepared, the war proved to be one ortong duration. 
The burden. which it imposed in the rorm or taxation and 
debt. deranged industrial condition. and unsettled commerce 
were tremendoua. It has been laid that it wal a war or the 
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English people rather than of great leaders. Pitt, who had 
dominated. the first period, was out of office when hostilities 
were renewed. Although temporarily called back under the 
stressed conditions of 1804 he had only been at the head of 
the Government a couple of years when he died in 1806, 
brokenhearted at Napoleon's apparent invincibleness. Thus 
we find no one master mind dictating the financing of this 
period. 

The Cost of the War 
During the second period of the war, terminated by the 

treaty of Paris, signed November 20, 1815, the annual expense 
just about doubled that of the first period. Eliminating an 
estimated normal expense based upon the budgets of the last 
preceding peace period the average annual war expense of 
the first period of the war was approximately twenty-eight 
million and of the second period sixty-two million. 

Taking the entire period of 23 years of war into consider
ation the total cost in round figures was about £1,200 million, 
. a yearly average of £52,15°,000. This total is accounted for 
as follows: Direct increased military and naval expenditure, 
£826,223,000, increased cost of civil government £111,212,-
000, increased debt charge £262,077,000. The extraordinary 
expenses of 1816 are included in these figures as the accounts 
of this year were still considerably affected by the aftermath 
of the war. In making estimates such as this most writers 
include only the direct military expense. This manifestly 
leads to an underestimate. The increased cost of civil 
government due to the war conditions should surely be taken 
into consideration and there should be no difference of opinion 
as to the propriety of including the increased burden of the 
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national debt. to the atent that the increase in debt is caused 
by the financing of the war. 

It i. unfortunately true that with each recurring war 
there i. not only a permanent addition to the debt charge. but 
allO to the COlt of civil government. while the military ex
penditure rise. to a new level. 

Furthermore. each recurring war cosu more for each year 
of war than doe. iu predecessor. The first three wars oc
curring after the Revolution cost on the average four million 
.terling, for each year of war; the next, U million: the next, 
I] million; the firlt part ofthe Great French War, 28 million. 
and the lut, 62. The two other great wars of England pre
ceding the greaten of all which has just ended-namely, the 
Crimean and the Boer Wau-cost on the average, respectively, 
£Z4 and £70 million for each year of war. This is not a place 
to moralize, but the mere .tatement of the facu alone is an 
eloquent indictment of war II a method of settling inter
national disputes. How frequently we find upon the con
clusion of a war that the article. of peace in no way refer 
to the ostensible cause of the war. Still, if ever a war'was 
really justified, this twenty-three-year war of England'. WII 

.uch a one-the fint part of it a .tand against the .pectre 
of world anarchy and the Iccond againlt the overweening 
ambition and autocratic plans of Napoleon. 

The CIIII Mtl/rom Taxation 
The financing of the war covered the Exchequer period 

from October 10, 179], to January 5, 1817. It i. impouible 
to give the .tatinic. with ablOlute accuracy, a. in 1801 a 
change took place in the method of .tating the accounu. 
Prior to that date the return. are on a "net" basia-that is, 
the cost of collection and management of the revenues i. 



130] BANKERS TRUST COMPANY 

deducted therefrom. Thereafter the gross revenue is given 
and the expenses ofcoIIection are stated on the other side 
of the account. The returns are said' to be on a "gross" 
basis. Therefore, for part of the period under review we 
have "net" returns and for part "gross" returns. However, 
this fact does not seriously interfere. with securing a review of 
the finance of the period. 

The striking thing to note is that eliminating all items 
having to do with the debt, the other expenses were entirely 
met from revenue collections. The expenses of civil govern
ment averaged £6,708,000 a year and the military expenses 
£39,213,000, an aggregate of about 46 million. The revenue 
receipts averaged £49,575,000 a year; or, taking the aggre
gate figures for the 24 years, civil and military expenses were 
£1,117,656,000 and revenue receipts were £1,202,195,000. 

It was during this time that pamphlets without number 
were being issued from the press in regard to the debt, its 
great and growing burden, the necessity for the cost of wars 
being met by the generation which carried them on and the 
blessings and operations of the sinking fund. 

The borrowing which took place provided the means for 
temporarily bridging gaps between expenditure and revenue, 
for meeting the interest charge on the inherited debt and for 
feeding the sinking fund which, strange to say, was adding to 
the debt instead of reducing it. For the 24 years the charge 
for the interest and management of the debt was £511,306,-
000-£227,655,000 on account of pre-war debt and £283,-
651,000 on account of new debt. 

The operations on account of the debt ran into heavy 
figures as will be seen from an examination of this table. 
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SUMMARY OF DEBT OPERATIONS 
Great French Ware 

Cktobe~ 1792--February, 1817 
In Million. Sterling 

Credits Debits 
MoDe)' ValUei £ £ 

er- amount borrowed. • • • •• 1,31S 
Dilpolition: 

Debt paid off • • • • • • • • 881 
Interelt and mana,ement on new or war 

debt • • • • • • • • • • • 283 
Net benefit to ElIChequer from war borrow-

lap • . • • • • • • • • • lSI 

1,31S 1,31S 

Thu. the net benefit to the Exchequer from net borrow
ing. of £434 million, money value., was only £151 million, 
IIU % of the gross amount borrowed, .ufficient with 
say £77 million from revenue to pay the charge of £227,655,-
000 for the pre-war debt. 

In 1793 the total debt was £239,663,000. On the 5th of 
January, 1817, it was £850,000,000, an increase of £610,-
337,ooo-par value. The debt charge meanwhile had in
creased £22,623,000, from £9,432,000 to £32,055,000. Mr. 
Chisholm, in hi. monumental report on the debt, estimate. 
that of the net amount borrowed during this period about 
one-third-say, £192,868,000-wa. required for the sink
ing fund. The annual charge for interest on the new money 
borrowed was £5 3' 9d per cent., while the similar charge 
on the debt redeemed by the .inking fund was £4161 8d per 
cent. The dijference between the two rate. of interest, equal 
to 7' Id per ~ent., i. the annual amount lost by the .inking 
fund operation. on the £192,868,000 redeemed; or, at the 
rate of about £683,000 added fixed charge per annum. 
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Debt'VJ'. National Wealth 
The burden of the debt upon the community, while heavy, 

was by no means "crushing," a term by which it has fre
quently been described. 

The per capita debt was about fifty pounds sterling, or 
not quite one-third of the estimated per capita national 
wealth. At the close of the American War, another period 
when the debt was "crushing," the per capita amount was 
estimated at about £29 and the debt at about 25 per cent. 
of the national wealth. These estimates all deal with par 
values. 

Debt Charge 'Vs. National Income . 
On account of the policy of discount financing pursued in 

the negotiation of loans, a better way to judge of the actual 
. burden of the debt is to institute a comparison between the 

annual charge for interest and maintenance and the estimated 
national income. The growth in national income had been 
very great since the beginning of the American War in J77S. 
At that time the national income was estimated to be £100,-
000,000. At the close of that war an increase of about 25 per 
per cent. is estimated to have taken place. At the beginning 
of the Great French Wars the people of England were probably 
in receipt 'of an aggregate income of £160,000,000. So far 
our estimates apply only to England and Wales. In 1802 
we may add Scotland and, too, we are now dealing with more 
reliable figures, as we begin to have the income tax returns as 
a basis. We seem to be warranted in accepting an estimate 
of £230,000,000 for the national income at this date. At 
the close of the Napoleonic wars in 1815 we pave an esti
mated income for the 17 million people of the United King
dom of Great Britain and Ireland of £400,000,000. 
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It i. believed theae ettimate. fairly reflect the facts, forwe 
know, notwith.tanding the toll of the wars, that the popula
tion had been rapidly increasing; also c:ommerce, as evidenced 
by the increase in .hipping and in the values of exported and 
imported good.; also the volume of business, al evidenced by 
the tteady increase in the yield of the inc:ome tax and the fact 
that the people at the lame time were able to pay the enor
mou. excite taxea. 

Therefore we teem to be justmed in accepting them as a 
mea.ure of the burden of the debt at the times indicated and 
of ill c:omparative weight. So we arrive at the interesting 
.ummary Itatement c:ontained in the table on page 134- In 
interpreting thi. table the fact should not be lost sight of that 
the purchasing power of money hat varied c:onsiderably 
during the two and a third ecnturie.. The relative burden 
of the debt cannot be judged merely by c:omparative 
ttatiatia in terms of money. If we had index numbers of 
pricet .uch a. exist today c:overing the entire period and could 
adjutt money valuea acc:ordingly we would probably discover 
that today'. burden it relatively not materially greater 'than 
at other crucial period .. 

Thit table demon.trate. in a ttriking manner why it wat, 
notwithttanding all the direful prophecies of disa.ter which 
were made at all of theae period" that after each war England 
shook herselflike a great .hip c:oming up out of the trough of a 
Itormy lea and went on her way uDlcathed. That reason 
"at becaule, although one of the oldeat of the nation., .he 
"at neverthelell full of vitality and rapidly growing in popu
lation and in material resourcea. Studenll of thi. period 
point out that because of the integrity of property and c:on
tractl in England, she became to an important degree during 
the great war the CUltodian of the .avings of Europe. Thu. 



THE BURDEN OF THE PUBLIC DEBT 
At the Close of Various Historical Periods to the end of the Great French War 

1688-1817 
Population, Total Charge and National Income in Millions 

Change 
NATIONAL 

Average ANNUAL 
Period Ended 

Po,?u- lITotal from Interest INCOME 
latlOn Charge Previous 

§Period Rate Per Total Capita --- ---------
£ £ % £ £ s 

Wars of William III Sept. 29, 1697 *5,2 1,3 .... 7. 18 43 8 5 
Peace " 29, 1701 5,1 1,2 ,1 7. 87 43 8 8 
Wars of Anne • " 29, 1714 5,2 3,0. 1,8 6.28 46 8 17 
Peace " 29, 1739 5,8 2,0 1, 4. 17 60 10 7 Spanish:Au~tr~n 

Wars •• u 29, 1749 6,0 3,2 1,2 3.98 . 64 10 13 
Peace " 29, 1755 6,2 2,6 ,6 3·49 64 10 6 
Seven Y~ar~ W~r : " 29, 1766 6,9 4,8 2,2 3.65 75 10 17 
Peace " 29, 1775 7,5 4,6 ,:1 3·55 100 13 7 America~ War Oct. 10, 1785 8,2 9,5 4,9 3.90 125 15 5 
Peace " 20, 1792 8,7 9,3 ,:1 3.90 160 18 9 
Great F;en~h War' 

1st Period Jan. 5, 1802 tll,O 19,8 10,5 3. 83 230 20 18 
2nd Period u 5, 1817 17,0 32,0 12,2 3·77 400 23 10 

• England only. t England and Scotland. : United Kingdom. 
I Item. In Roman Indicate Incr ..... ; In Italic •• decreaae •• 
.. The deht charge BI given In thi. column 10 baaed on the debt Bllt atood at end of 

year. It I. DOt the actual payment for the year. 

Charge Charge 
per Per 

Cent. Capita Income 

------
£ s % 

5 3.08 
5 2.80 

12 6.65 
7 3.36 

Ii 4.98 
8 4·13 

14 6.48 
12 4·65 

I 3 7.63 
1 I 5·81 

I 16 8.61 
I 17 8.01 

.. .... 
t. 
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ahe Wal enabled to finance her trade on an ever increasing 
acale aa well aa to finance the atupendous costs of the 23 years 
of war. Sowing and reaping in national finance is thus iIIu .. 
trated. 

Another moral phaae of the' aituation which cannot be 
tabulated but which ia at the base of England's credit 
structure, i. that not once apparently was there even a 
thought of repudiation-even when the burden of debt 
presaed heaviest. F ean there were in plenty of the ability 
of the nation to continue to meet it. obligations, but never 
once a .ugge.tion of trying to get rid of the obligation. in any 
other way than the good old-fashioned one of paying. 



CHAPTER XXI 

Revenue'and Expenditure 

(1688-1817) 

D URING the centuries which preceded the English Revo
lution of 1688, the Englishman had held the reins over 

his autocratic rulers and had finally won a state of compara
tive political freedom by his control of the purse. 

The King's hereditary revenues were passed on from one 
sovereign to the next, also those of which it was, customary for 
Parliament to make a life grant at the beginning of each reign. 
However, Parliament retained absolute control over other 
sources of revenue which it voted from year to year. Thus, 
by making it necessary for the King to call them together'to 
vote at least a part of the supplies, the Commons were able 
to control, to some extent at least, the acts of the King. 

When William III consented to assume the responsibilities 
of the throne in 1688 he expected that the usual grants would 
be made to him. To this Parliament in part demurred. No 
change was made in respect of the hereditary revenues, but 
Parliament declined to make the usual life grants. Instead, 
the revenues usually so granted were made renewable at the 
end of four years. 

Thus was confirmed, or more properly reasserted, the 
principle of a short grant of some considerabl~ branch of thf: 
revenue with a view to keeping the sovereign dependent 
upon the will of Parliament. 

It is not our purpose to consider in detail the various forms 
of State expenditure, nor do we intend to take up in detail 
136 ) 
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the Method. o( raising revenue during the period under re-
Vlew. 

Purpolu of Expenditurt 
The b:oad general purpose. of expenditure were, as they 

are to-day, -he expense. of civil government, the expense of 
the maintena.,ce of the military establishment and the charge 
for the intere.t .lpon the national debt. 

An in.pection of the table on page 138 will show how 
thele expenle. grew from one historical period to another. 

The table i. arrant;ed to show the average annual expen
diture for each period oi. peace and of war from the Revolu
tion until the end of the French wars, and for the peace period 
immediately following. 

The important fact. to notice are the progressive increas
ing expen.e of each war period and the (act that after each 
war the level of peace expenditure i. raised. 

Tlu Growing Burdm 
It will be observed that the war period of the reIgn of 

William III coat on the average about five million pound. a 
year. The militariltic administration of Anne cost half as 
much again. During the Seven Year. War the expense. were 
double thOle of Queen Anne'. reign. During the American 
War they were fifty per cent. higher than during the Seven 
Years War. For the first part ofthe Great French War the 
expense. were double thOle of the American War period, 
while the expense. of the last part of the French war aver
aged nearly twice those of the first part. With these figures 
in mind let u. now tum to the record of the intervening peace 
period.. Here we find thi. interesting sequence-we will u.e 
round figures. Following the peace of Ryawick in 16<]7, 
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the average annual budge~ was £3,800,000; after the peace 
of Utrecht in 1713, about £5,700,000; after the peace of 
Aix la Chapelle in 1748, £6,600,000; following the peace 
of Paris in 1763, £9,900,000; after the peace of Versailles 
in 1783, £16,600,000; while looking ahead into, the next 
period we find that for the years immediately f..>llowing the 
peace of Paris in 1815, peace expenses rose 1;0 a new level 
of £56 million a year. " 

It is true that a most important part of the growing cost 
of government was due to the cumulative effect of the 
charge for the growing public debt. ,Again it seemed to be 
considered necessary after each wali'to maintain the military 
establishment on a new level of Fpenditure. Still, even the 
expense of civil government, the strictly peace establishment, 
exhibited the same tendency to expand. The table follows: 

GOVERNMENT EXPENDITURES 1688-1830 
Average per Annum for Alternate Periods of War and Peace 

In Millions Sterling 

Period Character of Period Peace War 

£ £ 
1688-1697 Wars of William III ... 5,1 
1698-1701 Peace 3.8 ... 
I7!)2-1714 Wars of Anne ... 7,6 
1715-1739 Peace 5.7 ... 
1740-1749 Spanish-Austrian Wars . ... 9.5 
1750-1755 Peace 6,6 ... 
1756-1766 Seven Years War ~ ... 14,5 
1767-1775 Peace 9.9 ... 
1776-1785 American War .. , 21,8 
1786-1792 Peace . 16,6 ... 
1793-1802 1st Period--Great French War ... 45.4 
1803-1817 2nd Period--Great French War ... 80,S 
1818-1830 Peace 56.2 ... 
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SourctJ of I ncomt 
Let us now tum to the other side of the account and see 

from what lOurces the income was derived with which to 
meet these constantly growing expenditures. Here we have 
lOme surprises awaiting us, particularly when we come to the 
period or the Great French War. Again we will deal with 
the average annual figures, as this is the only way in which we 
can make a comparative study. Taking first the revenue 
rrom other sources than borrowing, we find that the excise 
taxes were mOlt productive, then the customs and then the 
land and houle duties. The stamp taxes first began to be of 
importance in the period rollowing the American War. Dur
ing the second part or the Great French War the income tax 
assumed great importance, yielding almost as much as the 
customs. 

Now we come to the interesting and surprising phase 
or the situation. From the .tre.s which has been put 
upon the growth of the debt it might be assumed that 
the greater part or the cost or the wars and of the growing 
expenses or all kinds had been obtained by mortgaging 
the ruture. A. a matter of fact, jUlt the reverse is true. 
Most .urprising or all, the really .tupendous expenses of 
the Napoleonic war--the second half or the Great French 
War period--were met chieRy rrom taxation, the exact 
percentage. being 79.10 rrom taxation and 20.30 from 
borrowing. 

The table or Government income rollowing, prepared to 
cover the .ame historical periods as in the case of the Ex
penditure table, may be .tudied with profit. 
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GOVERNMENT REVENUE 1688-1830 
Average per Annum for Alternate Periods of War and Peace 

In Millions Sterling 

Peace WAR 
Period Character of Period 

Tax Tax I Debt Total Tax Debt 

£ £ £ £ % % 
1688-1697 Wars of William III 3.6 1.8 6,4 66-43 33·56 
1698-1701 Peaa: . . . 4,6 .......... 
1702-1714 Wars of Anne . ...... 5.4 2.3 '1,'1 69·55 30.40 
1715-1739 Peace . . . 6,9 ..... ..... . .... . ..... ...... 
1740-1749 . Spanish-Austrian 

Wars ..... 6.6 3.0 9,6 68.91 31.08 
1750-1755 Peace .... '1,1 . .... ..... . ..... 
1756-1766 Seven Years War. ..... 9.1 5.5 14 •. 6 62.62 37·37 
1767-1775 Peace 10,'1 .... . ..... . ..... 
1776-1785 American War 12.7 9.4 22,1 57·39 42.61 
1786-1792 Peace 1'1,0 ..... ..... ...... ...... 
1793-1802 1st Peri~d tre~ch· ..... 26.2 20.9 4'1.1 55·60 44.40 
1803-1817 2nd Period War 64.4 16.4 80,8 79·70 20.30 
1818-183° Peace 68,0 ... .. ..... ..... ...... ...... 



CHAPTER XXII 

Peace and Social Betterment 
( I 8 I 7-19 14) 

WE have jUlt been Itudying the financel of a period the 
dominating note in which was war. It was also the 

period when the greater part of the English debt, as it stood 
prior to the recent world cataclysm, was created. We now 
enter upon the study of a period where peace was dominant. 
During the century there were two important wars and a 
number of military expeditions, but as these were aU fought 
at a distance, they lCarcely interrupted the course of evenu at 
home. 

The period is one or intense interest to the social reformer, 
to the economist and to the publicist. For the student of 
public finance it is chie8y memorable .. a time within which 
the methods or taxation were greatly simplified. A di ... 
tinguilhed succession of finance ministers, notably' Peel, 
Diaraeli and Gladltone, introduced and successfully estab
lilhed innovationl in State finance of far-reaching importance. 

S()UT(tI of Rt'/)tnu~-Tariff Rtf""" 
During this period England was tran.formed rrom a coun

try surrounded by high tarifF walla to one practising free 
trade in iu most extreme rorm. From the standpoint of 
finance this relulted in reducing the number or clalsel of com
modities upon which customs dutiel were collected rrom 1 zoo 
in 18.2 to.66 in 18S3, and to only.8 in 1860. By 1880 the 
number of clalles or articles upon the tariff had been reduced 
to ten. In 191. substantially the entire cUltoml revenue was 

·.-0 
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derived, in the order named, from tobacco, tea and sugar and 
from spirits in various forms, including motor spirits; although 
cocoa and its preparations, and coffee, together yielded almost 
as much as spirits. Notwithstanding this radical change in 
the customs tariff; the revenue from this source remained 
fairly uniform during most of the period, but with a marked 
tendency to increase during and following the period of 
the Boer War. The income from the excise taxes steadily 
increased during the century. The remaining important 
sources of revenue were the income and property tax, the 
estate duties, and the stamp taxes. The income tax was 
discontinued at the close of the French Wars to be reimposed 
in 1843 and has been of growing importance ever since, 
finally becoming the most important source of tax revenue 
in the financing of the recent' war. 

Character 01" Expenditure 
Turning now to the purposes for which the money of the 

State was expended during this century we face a situation 
f · • o great lDterest. 

First of all we find that the expenditure for the payment 
of the interest upon the debt in the fiscal year ended March 31, 
1914, was £24,500,000, a reduction of only £8,400,000 from 
the year 1817 when the maximum charge was reached, show
ing "that no determined effort had been made during this long 
period of comparative peace to get rid of this burden. 

Military Expenditure 
In the next place, we discover that the military expendi

ture steadily grew during the entire period. The Crimean 
War cost £73 million, or at the rate of over £24 million a 
year for the three years (1854-1857) affected by the 
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financing or that war; but, eliminating this special feature, 
.... e find the cost of the military establishment in time of peace 
steadily mounting, until in the four years preceding the Boer 
War it averaged over £40 million; more than the average 
military expense during the Great French War, although some 
five million Ie .. than during the most expensive period ofthat 
war. The Boer War cost £281 million, bringing the entire 
military expenle for the period (1899-1903) up to £70 million 
a year. However, for the peace period of over ten years fol
lowing that war the military burden averaged annually over 
SO per cent. higher than it had averaged in the four years 
preceding the .... ar. In the fiscal year ended March 31, 1914 
the military establiihment cost over £77 million. 

Civil G(J'Umtmenl Expenditurt 
Let us see, now, what the statistics of the cost of civil 

IOvemment show, eliminating after 1870 expenditures for 
postal semea, because these were off'.et by a corresponding 
or greater income. We find that the record can be allocated 
roughly to three period.. Down to the time of the Crimean 
War (1854-18S6) thele expenditure. called on the average for 
about nine million pound. a year, increasing during the last 
decade to about ten million. They then reached a new level, 
ranging from an average of about £u,Soo,ooo during the 
period of the war to an average of .Iightly under £23 million 
during the five year. of Gladstone'. administration ending in 
1874-

Thereafter they mounted rapidly until in 1914 they had 
reached over £75 million or .ubstantially the same a. the 
military expenditure. They had run neck and neck with the 
military expenditure for the previou •• ix years. ! 

The following table will visualize thia last .tatement: 
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CIVIL GOVERNMENT vs. MILITARY EXPENDITURE 
In Millions Sterling 

Years Ended 
March 31 

1909 

. ·Civil 

1910 
19II 
1912 
1913 
1914 
"Postal expense. eliminated. 

£ 
49,7 
55,7 
60,9 
67,4 
70,1 
75,2. 

Military 
£ 

59,0 
63,0 
67,8 
70,5 
72,4 
77,2 

The explanation of this steady increase in the cost of civil 
government is to be found in the awakening of the civic con
science to the duty of the State to its citizens. As we have 
already noted, in .1839 Parliament for the first time voted a 
small sum for public education. By 1854 the expenditure for 
this purpose reached £559,ooo-twenty years later it was 
more than four times as great. In another twenty years the 
expenditure for this purpose had again quadrupled, while in 
1914 it was over nineteen million pounds, twice the 1895 
amount. To complete the record we may note that this 
sum had again doubled in the year ended March 31, 1920 
and that the budget figure for the current year (1920-21) is 
£56 million. The introduction of old age pensions in 1908 
and of health insurance in 1911 added another similar amount 
to the annual expenditure by 1913-1914, and these expendi
tures tend to increase in almost a spectacular way. For 
example, in 1919, with scarcely a word of objection, old age 
pensions were increased by Parliament by an estimated annual 
sum of about £10 million, bringing up the estimated future 
annual expenditure for this purpose to about £28 million. 

The following table, giving the distribution of the civil 
government expenditure at the end of historical periods from 
1833 to 1914 inclusive, offers further interesting data. 



-Con- Public 
Fi8ca1 IOli- Work. 
Year dated and 

Ended Fund Build-
Service. inga 

Jan. 5 
1833 1.8 0..1 
11142 2.4 d.' 
18,54 20S 0.8 

Mch.31 
1867 1.8 0,8 
1874 1,6 1,1 
18ti6 1.6 1.7 
1895 1.6 1.7 
1903 1.6 2,3 
1914 b.1 3,3 

CIVIL GOVERNMENT EXPENDITURES 
1833-1914 

For the aoainC Years of Historical Period. 
18 Million. Sterlin, 

Non-Ef-
Sala~~ Edoca- Colonial Old Age fec:tive. CoI-
and £.x. Law S:~ and Pen- Chari- lec:ting 

hn
-

and ~ort;ign lion. table Rev-
ubllC Justice and ,-' and and enue 

Depan· Art Inlur- MiKel· 
ment ance Ianeoul 

0.5 0.3 ....... 0.5 ....... 1..1 3.8 
0.7 0.8 0.3 0.4 ....... 0.9 3.7 
1,1 1,1 0,5 0,3 ....... 0,8 4.3 

1.5 ',9 1,4 D,S ....... 0.8 4.8 
1.9 4.3 2,4 0,6 ....... 0.6 a.6 
2.4 6,2 5.2 0.6 ....... 1.2 2.7 
2.0 3.6 9.7 0,7 ....... 1,0 2.6 
2.5 3.8 13,3 ~13.3 ....... 0.9 3.0 
4.3 4.5 19.4 1,05 19.7 1.1 4.5 

Local 
Pur-
s-ea POIt-
and Office Total 

Capital 
Expen-
diture - --
....... ...... 8.~ ....... . ..... 9.4 ....... . ..... 11.4 

. ...... 0,8 15.3 
7..1 2.7 25.1 

16.3 4.7 42.6 
4.2 6,8 33.9 

17.8 14.6 73.1 
13.8 24.6 99.8 
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Therefore, to sum up, we find that the striking facts con
nected with public finance in the history of the century lying 
between the two great wars were these: A revision of the 
tariff and revenue laws to promote freedom of trade and to 
provide the means for great social reforms, a failure to bring 
about a radical reduction in the debt and a steady increase in 
~iIitary expenses, even during a prolonged period of an al
most complete absence of war. 

Debt-Refunding 

Since 1817 several refunding operations have been carried 
through. The most important of these operations, and the 
only one to result in a saving commensurate with the effort, 
was that made by Mr. Goschen in 1888 and 1889 when some 
£565 million three per cents of various issues were refunded 
into 2~ per cent. consols at a saving of £1,41 1,000 a year. In 
accordance with the terms of issue the interest rate gn these 
consols became 2U percent. after 1903. These are the consols 
of today. Mr. Gladstone hd previously endeavored, in 1853, 
to effect a somewhat similar operation but the conditions at 
the time were unfavorable to the success of the undertaking. 
An operation undertaken in 1884 was likewise unsatisfactory 
in its final outcome, as it resulted in a saving of only £46,756 
a year on some £22,362,000. 

Some Comparisons 

On January 5, 1817, the debt stood at £850 million. The 
fixed charge for interest and management at that time was 
about £32 million. In this amount was included the sum of 
about £2 million annuity payments. It has for many years 
been customary for Treasury officials in making statements 
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of the debt to capitalize the annuity payments. This hardly 
aeem. a proper method for 1817 a. the annuities being paid at 
that period were really bonuses, or additional interest, and 
reprelCnted no expenditure of capital. However, if to agree 
with the Exchequer method of today we roughly calculate the 
capital value of the annuitiCi outstanding in 1817 at fifteen 
yean purchale, or, uy, £]0 million, this would bring up the 
par value of the debt in 1817 to £880 million, equivalent to 
about £52 per head of population. 

In 1817 the national wealth wa. estimated to be £2,700 
million, about £159 per capita. Thererore the national debt 
at that time WII almolt one third of the national wealth. 
In 1914 the national wealth was estimated at £14.500 mil
lion, uy, £]15 per capita. The debt, which was then £711 
million, WII thus Ie •• than 5 per cent. of the wealth. The 
fixed charge at the earlier date was 8 per cent of the estimated 
national income of £400 million, while at the latter date it was 
only a triae over one per cent. of the estimated national 
income of £1,150 million. Thererore the growth in population, 
in wealth and in earning power had made the burdensome 
debt or 1817 a very unimportant affair by 1914. 

Again, the expenditure. of the Government for all pur
pole. amounted in 1817 to £71 million, about 18 per cent. of 
the national income; in 1914 the expenditures of the Gov
ernment had risen to £112 million but thi. amount was not 
quite 9U per cent. of the estimated national income. 

Cuting these figure. into tabular form we arrive at 
the following .tatement. It .hould be borne in mind that 
national income iI the estimated income of the British 
people a. a whole, not the revenue of the Exchequer. This 
latter would be .ubstantially the lame II the Governinent 
expenditure. 



Date 

Jan. 1817 
Aug. 1914 

Changes 

Date 

Jan. 1817 
Aug. 1914 

Changes 
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THE FISCAL CHANGES OF A CENTURY 

Grand Totals, Expressed in Millions 
Italics indicate decreases 

Nat!. Debt Nat!. Gov't 
Popl. Wealth Debt Charge Income Expend. 

17 2,700 850 32 400 71 
46 14,500 7II 24 2,250 212 

29 II ,800 139 8 1,850 141 

StatedrPer Capita and Percentage 

Nat!. 
Nat!. I Gov't 

Wealth 
Debt In- Debt Charges 

Expenditure come 

% Per Per % Per Per % Per Nat'l 
Cap. Cap. Wealth Cap. Cap. Income Cap. Income 

---------------
£ £ £ s £ s £ s 

159 50 31.5 23 II I 17 8.0 4 4 18.0 
315 15 4·9 49 - o 10 10.6 4 7 9·4 

--------------------
156 35 26.6 25 9 1 7 2.6 3 8.6 

In words of Sir Stafford H. Northcote, writing in 1862, the 
great advance of the British nation from 1817 to 1914 may be 
summed up as due "to the progress of science, and its appli
cation to all the arts of life, the development of the railway 
system, the improvements in agriculture and manufactures, 
the discoveries of gold and the impulse given to colonization." 
To these general causes he added the great improvement 
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which had taken place in the fiscal administration. Since the 
time when he wrote hal come the age of electricity with the 
wonderful impulte which :t hal given to the ans and sciences, 
apecially aI applied to the material weD-being of the natioD; 
the tremendoul advance in transponation methods, on land 
and lea and now in the air; the intensive methods of produc
tion; improvemenu in finance and, aI an impressive result 
of the neent war, the welding together of the constituent 
political uniu of which the Empire is composed into a unified 
whole, one nation in lentiment and purpose composed of 
many leparate political unitL 

The hiltory of public finance in England during the crucial 
period of the World War hal already been related. 



CHAPTER XXIII 

The Ancient Exchequer 

T HERE is every evidence that the early kings had in 
use well developed methods of administering their fi

nances. 

The Exchequer 
The Exchequer was the place where the· King's revenue 

was received, where it was kept, supervised and controlled 
and from whence it was issued. There were three officers of 
the Exchequer, each of whom had control over the issue of 
the money. The money was kept in chests, each chest having 
three locks and each of these officers having his key to one of 
the locks. One of these officers called the Teller, was the 
cashier who received the money; th~n there was the Clerk of 
the Pells, who recorded on a pell or parchment all receipts 
and issues; finally there was the Auditor, who examined the 
records and whose duty it was to see that no money was 
issued except in accordance with the law, and With the sanc
tion of Parliament. 

This system existed until well into the nineteenth century, 
although certain changes were of course made in respect to 
the actual custody of the cash. In 1834 the whole system 
for the administratiQ~ of the public finances was revised 
and modernized. 

The Accounting 
The King's revenues were collected by the sheriffs and by 

them were twice a year, at Easter and at Michaelmas (the 
day after the feast of St. Michaels, about the end of Sep
tember) paid to the King's treasury. 
ISO] 
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On the appointed day the .herifF. would bring their ac:
counu and the money wbich they had collected to the han 
in which the .ettlemenu were to be made, known as the Re
ceipt of the Exchequer. Upon entering the hall the Sheriff' 
would lee at the fanher end a table, about ten feet in length 
and five in breadth, covered with a black cloth which was 
divided by white lines into squares about a handbreadth in 
width. It was this chequered cloth which gave name at once 
to the system of accounting and to the place of meeting and 
which persins to this day as the designation of the English 
masury. 

Seated on a bench to the right of the table clothed in their 
scarlet robea, the SherifF would .ee the Bishop, the Justicrar 
who represented the King, and the Chancellor of the Excheq
uer; allO the Constable and several Chamberlains or cour
tien. Seated at the far .ide 'Of the table were the Treasurer 
and the ecribes or clerk.. Facing them were the calculator 
and the cutter of talliel. Seated on benches arranged around 
the room were the taxpayers, watching to lee that the ac:
counts as they affected their interests were correctly stated. 
The SherifF upon approaching the table would place on it his 
receipt tatties and the silver coins for use in settling his ac
count. He would then take his place at the foot of the table 
racing the Chancellor and other dignitaries. The game of 
chess which was to decide his indebtedness then proceeded. 

In the early days only the priesu and monks were able to 
rnd and write; therefore the accounting had to be visualized. 
To serve as counters foreign coins were used. The calculator 
would place the coins in the proper spaces on the chequered 
cloth to represent the Sheriff's indebtedness. Below he would 
place the silver paid in by the Sheri!' and counters represent
ing any crediu due him. Thus wat visualized the state of 
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the account, and the adjustments required to effect a settle
ment could be readily determined. The Chancellor's scribes 
meanwhile had entered a statement of the account,in dupli
cate on the rolls of vellum which were used in place of the 
paper account books of to-day. A tally-receipt-prepared 
by the tally cutter would be given to the Sheriff to be care
fully preserved until the next settlement. 

Tallies 
These tallies were sticks of some hard wood on one side of 

which notches were cut of peculiar shapes and sizes cOfrespond
ing to the figures of account which they represented. The stick 
ms bored near one end so that it could be filed upon a rod. 
When the sums paid had been cut Qn the two edges of the 
stick, and the name had been recorded, it was split nearly 
to the bottom, so that one part-contained a stump or handle 
while the other was only a flat strip. The larger part or tally 
was retained by the Sheriff, while the smaller part remained 
in the Treasury. This was known as the counter-tally or 
counter-foil. As it was customary for the SherifF'to make 
only a partial settlement at Easter, it was necessary for him 
to bring with him at Michaelmas his Easter tallies in order 
that he might obtain the necess,ary credits in making his set
tlement for the year. The validity of the tallies presented 
could be determined by comparing them with the counter
foil. The use of tallies at the Exchequer' was not finally 
discontinued until 1834. On the loth of October of that year 
we read in the Gentleman's Magazine that the most ancient 
revenue department in the State, the Receipt of the Excheq
uer, terminated; also that on the 16th the tallies were 
burned, and on the same day the houses of Parliament were 
destroyed by fire. The presumption was that the flues were 
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overheated on account of the great 6re caused by the burning 
tallia.. 

The uae of tallies hal left a penn anent imprint upon Eng
lish language and usage.. The larger part of the tally was 
sometime. called the stock and the smaller part the foil 
Down to about a hundred yean ago, if one lent money to the 
Bank of England or to the Exchequer, tallie. were cut for the 
amount; the bank kept the foil and the creditor received the 
stock. He thus held "bank .tock" or "Exchequer stock" 
of the amount recorded upon the tally. When the fonn of 
cheque was adopted it i. true that it was not called a foil, but 
the part retained by the payer was called the counter-foil 
and the word "cheque" iuelf goes back ultimately to the 
same root a. "Exchequer." 

Thl Ancimt Trlllsury 
The tues in the early day. were frequently paid in kind, 

a. well as in money. The wealth of the King and of hi. nobles, 
not in the fonn of landed property, foresu, Socks, herd. and 
the like was represented not alone by money but by gola and 
.ilver plate, by jewels and gem. and by richly embroidered 
robes. Such article. belonging to the King were kept in hi. 
Trea.ury. For a long time, wherever the King went the 
Treasury also went. The principal treasuries ultimately came 
to be located at Winche.ter and at Westminster and 6nally . 
with the growing importance of London the Treasury was 
definitely located there. 

h would be intere.ting to consider here the method. of 
administering the Treasury in the early days and the duties 
of the offici aiL However, it i. impossible to do this in the 
.pace at our disposal Therefore we will proceed at onCe to 
an examination of the system now in use. 



CHAPTER XXIV 

The Modern Fiscal System 

THE finances of Great Britain are conducted on what is 
known as the budgetary plan. Briefly stated, this plan 

involves the preparation by the executive of a "definite plan 
or proposal for financing the business of a future period both 
with respect to revenues and expenditures." 

"The Budget 

The policy of the English budget is settled by the Chan
cellor of the" Exchequer and the details worked out by the 
permanent staff of the Treasury. The budget is presented 
by the Chancellor to the Commons usually in April or May. 
Sometimes a supplementary budget is presented in the 
Autumn. Previous to the presentation of the budget a 
financial statement containing carefully prepared estimates 
of revenue and expendirureis placed in the hands of each 
member of Parliament. These estimates are compared with 
the actual expenditure for the past year, also with the esti
mates for that year. At the time of presentation the Chan
cellor expiains,-usually in great detail-the reasons for the 
proposed expenditures and especially for the proposed 
methods of taxation or borrowing to be followed in obtain
ing the revenues necessary with which to meet the expendi
tures. Many of the budget speeches have been notable for 
their lucidity and interest. Gladstone's budget speeches were 
among his greatest efforts. Parliament can approve or reject 
the recommendations of the budget but does not add to its 
154] 
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items or make an appropriation in excess of the amount 
proposed. 

Certain appropriations are of a continuing or permanent 
~ character, such as those for the support of the King and his 

household; the interest and management of the public debt; 
the salaries for the higher judicial officers and the regular 
annual expense of the military establishment. These are 
designated as "Consolidated Fund Services." Annual appro
priations for the other public expenses are known as the 
"Supply Services." Appropriations for such services cannot 
be made "unless recommended from the Crown." That is, 
unless set forth in the budget. This puts an effective check 
on log-rolling and trading and upon ill-considered expendi
tures. So s:arefully are the estimates of expenditures and 
receipts made that in normal times the actual results vary but 
:lightly therefrom. 

"'he Exche'luer-i. e. The Public Treasury 
The Treasury Department controls all financial operations 

the Government which in any manner affect the amount 
funds that Parliament will be called upon to vote for their 
Jport or the expenditure of funds when granted. Though 
Jlled a d,epartment the Treasury is technically a board. 
or to I7,I4 the head of the department was known as the 
·d High Treasurer. In that year the office was put in 
tmission; that is, while the office remained a single one 
vision was made that its duties should be performed by a 
~d consisting of a First Lord of the Treasury and three 
;or Lo-rds. Though this board has continued in existence 
I the present time all real authority has in fact 
led from its hands into those of the Chancellor of the 
lequer. 
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The position of the First Lord of the Treasury is usually 
held by the Prime Minister, but whether this is so or not this 
officer does not concern himself with the actual management 
of the affairs of the department of which he is nominally the 
chief office~. The three Junior Lords have certain minor 
duties in connection with the Treasury, but their real dudes 
consist in acting as assistants to the Parliamentary Secretary 
of the Treasury, who is often designated as the chief whip of 
the Government in the House of Commons. Thus the officers 
nominally in charge of the Treasury in fact pay little or no 
attention to the direction of the affairs of that department, 
but concern themselves almost entirely with parliamentary 
matters. 

The Chancellor if the Exchequer and His' Aids 
The real responsible head of the Treasury is the Chan

cellor of the Exchequer. He is assisted on the parliamentary 
side by a parliamentary or patronage secretary and by tb " 
three Junior Lords of the Treasury. On the administrativ 
side, he has as his chief assistants two officers, one known : 
Permanent Secretary to the Treasury and the other as Pt 
manent Financial Secretary. These officers do not lea
office when a change in administration takes place. T 
former performs the duties of administrative head of t 
department; the latter has immediate charge of the dut 
of the department relating to the exercise of its powers

l 

, ; 

financial control over the other services. To enable him 
perform his duties the Financial Secretary has a l~rge s; 
of clerks. 

The Treasury consists of seven divisions with a princi 
clerk at the head. Among these divisions is distrib~ted -
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work of aU the d~panmentJ of State. For instance, one has 
the Army, the Navy and the Colonial office; another, 
the I~gal d~panmentJ and the Home Office; and 10 on. All 
the depanments of State have their work distributed to a 
division of the Trea.ury and every paper relating to a de
panment goes to the divi.ion which has to deal with that 
depanment of State. Therefore these principal clerks at 
the head of the seven divisions are the people who consider 
the general questions of expenditure, economy, and efficiency 
in the depanmentJ of State which relate to their division. 
They are the real people who all through the year and 
changes of administration are considering aU the topics that 
fall to the work of their respective divisions. 

Tk ConJolidaltd Fund 
In 1787 Parliament provided that there would be one 

gen~ral fund into which all the revenues of the Crown should 
be put and from which all disbursementJ should be made. 
Prior to this time it had hem customary to allocate ~nain 

,f definite charges againlt each of the principal lOurce. of 
,f revenue. It is stated that in 1785 there were no fewer than 
uJ 74 charges involving 74 separate accounts imposed upon the 
er customs rev~nue, while the militia charges were defrayed from 
I the land tax and ~nain hereditary annuities were met out 
e. of the post offi~ revenues. To correct this situation the 
\ "Consolidated Fund Act" was passed. A aimilar act was 

~
paued in 1816 in ref~rence to rennues and expenditures of 

l(reland and the two conlOlidat~d funds were funher conlOli
I ~Ited into one conlOlidated fund for Great Britain and 
,all~land. The ConlOlidated Fund stand. to the credit of the 
~~u~r, that is, of the public ueuury. 
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The Bank if England and the Treasury 
The custodians of this account are the Bank of England 

and the Bank of Ireland. Thus these banks are substituted 
for the" strong box," or chest, ofthe old Exchequer for the 
keeping of the public treasure. The duty of the banks is 
confined to receiving the public revenue and paying it out to 
officers who are charged with the actual responsibility of 
settling and paying public obligations. These officers take 
the place of the Teller under the old cashbox system. 

The centralization of all public payments in London and 
the direct hold of the Bank on the process of payment lend an 
importance to the: central organization of public financial 
administration in England such as it possesses in no other 
country. Through the medium of the Bank public revenues, 
without being collected in provincial treasuries, are trans
mitted direct by the Receivers of Taxes to London, after local 
expenses have been met. The Bank of England thus actually 
receives the surplus cash of all the. revenue departments. 
The greater part of the Government expenditures is paid in 
London itself. Expenditures which have to be met outside 
of London and which cannot be paid by the receivers from 
their collections are always remitted from London. This 
keeps the management of the money in the hands of the cen-' 
tral authorities. 

Each of the head offices concerned with the administra
tion of the various branches of the revenue has an account at 
the Bank. All the money received by these offices is in the 
first instance credited to one of these accounts. Only mis
cellaneous receipts which are managed by the Treasury are 
paid direct to the Exchequer account. 

Revenues received by the collectors in the provinces are 
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remitted to London by means or bills or exchange which are 
made out to the head office to which payment is to be made. 
Should there be a branch or the Bank or England in the 
neighborhood or the collector he deposits his money there, 
and the amount is at once credited to the general account or 
the Commissioners or Inland Revenue in the books or the 
Bank, but as the Bank has only feight branches remittances 
are more usual. The bills run ror two or three days and are 
tent to the Bank by the Commissioners or Inland Revenue to 
be cashed. When they have been honored the Bank credits 
the account or the office with the amount in question. 

The Bank or Ireland acts (or account or the Exchequer in 
Ireland while in Scotland the six principal banks act in tum 
in this capaciry, as agent for the Bank or England. 

The Government account has been kept by the Bank or 
England since 1834 under the name or "The Account or His 
Majesty'. Exchequer." Into this account all the public 
revenues are paid a. soon as possible after their collection 
and (rom it all disbursements are made. The Exchequer 
account is not the account o( a distinct central treasury as 
oppoaed to various other treasuries. It is the repository ror 
all public moneys. 

Tiu Paymastfr Gmfra/ 
The English system o( disbursing public rund. rests upon 

the principle or having a single Paymaster General (or the 
whole Government. He receives the money (rom the 
Exchequer that is required ror the payment or public obli
gation. and makes such payments himselr or advances money 
to "su~accountants" ror that purpose. "Su~accountants" 
are de6ned by the Exchequer and Audit Departments Act as 
tladle~ 



160] BANKERS TRUST COMPANY 

"those who receive advan,ces by way of imprests from prin
cipal accountants or who receive fees or other public moneys 
through other channels." The Paymaster General is in no 
sense an accounting officer. He has nothing to do with the 
examination and settlement of claims. His sole function is 
that of making payment of orders drawn upon him by ac
counting officers proper. His responsibility is limited to 
that of satisfying himself that the orders for payment are in 
due form and are supported by the proper documents as 
required by law. 

Originally there were a number of paymasters, one for the 
army, one for the navy and a number for the several civil 
services. During the years 1830-1856 these were abolished 
and their duties consolidated in the single office "of Paymaster 
General. A special feature of this system is that although 
the Paymaster General keeps a separate account in respect 
to each vote for the civil services and a separate consolidated 
account with each of the departments of the army and naVy, 
he keeps but one general balance from which he makes pay
ments . on account of all the votes. This means that so long 
as he has a sufficient balance he' can pay any order drawn 
upon him regardless of the vote to which it relates whether 
he has requisitioned sufficient funds on account of that vote 
or not. Any payment on account of a vote in excess of a sum 
requisitioned for that vote is subsequently adjusted by a 
future requisition. 

Accounting OjjicerJ 
As we have seen, the duty of the Paymaster General is 

that of paying obligations found to be due. It is for the 
accounting officers to determine what payments are so due 
and payable. Technically an accounting officer is the officer 
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charged with the duty and responsibility for the expenditure 
of. yote and of rendering an account of the manner in which 
the duty i. perfonned. 

An accounting officer i. designated for each Yote. Theo
retically there might be aa many accounting officer. as there 
are yotes. The .ame person i. usually made the accounting 
officer for all the yote. for a department or other important 
branch of the public aervice. The duty of rendering an 
account of the manner in which fund. are expended is a part 
only of the dutie. of thi. officer. He is also charged with the 
lupervi.ion and control of all the 6naneial operations of the 
department to which he ia attached. He ia the officer whose 
approval ia required before any expenditure of fund. can be 
made or liability entered intQ. The accounting officer hal 
entire charge of the 6naneial operation. of hi. service. He 
i. responsible for all expenditures and the rendition of the 
accounu. Hi. duties pertain not only to the .etding of ac
counu but to the incurring of obligation I in the 6rlt instance. 
He haa the duty of aeeing not only that the law il .tricdy 
complied with but that all expenditures are made to the best 
possible advantage. In a word he il the watch dog of hi. 
aervice and the penn anent 6nancial lecreury of hil depart
ment. 

There ia • complete and thorough Ifltem of audit. 

Financial Rtportl 
Varioul 6naneial reporu are .ubmitted annually to Par

liament. The principal report, known aa Fina"" AUOflnl.l, 
date. from 1802 and haa not changed iu essential character 
since iu 6m iasue. The accounu are made up for the 6scal 
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year which tenninates on March 31 and are laid before Parlia
ment on or before June 30th of each year. Financt Accounts 
also contains a statement in considerable detail in regard to 
the national debt. 

NOTB.-The principal dependence for the statements made in this chapter has been 
placed upon a report on The Syslem 01 FiJltJlICial Admi .. is/Fa/iOft 01 G,,,,,, Bri/6i ... made 
in 1017 to the Institute for Government Research. by Professors William F. Willougbby. 
Weste1 W. Willougbby and Samuel McCune Lindsay. and upon the Hislory 01 1M 
Bank qf 81t/1laxd axd ils F ..... 1ICitJl S""';us /0 1M SIaU. by Eugene Von Pbilippovich. 

The word "vo~e" which frequently occurs in the chapter is used in a 8e'nse equiva
lent to our term "appropriation." while the word uissue" is equivalent iu our usage 
to "pay." 



CHAPT!1l XXV 

Concluding Thought and Deductions 

W E have now traced the history or English public 
finance rrom the time or the accession or William III 

down to the preKnt day. We have round that with relatively 
unimportant exceptionl the debt haa arisen rrom the extra
ordinary expenaea or the variOUI warl in which the nation 
haa ~n engaged. We have seen that the cost or war 
hal progreuively increased and that arter each war all 
apenaea or the State have risen to a new level. We have 
round little disposition to reduce debt during the intervals 
or ~ace. However, we have round that the growth or the 
nation in material resourcea haa reduced in each historical 
period the burden of the debt. 

We have learned that the English financiers have alwaYI 
derived a lubstantial portion or the COlt or each war period 
rrom taxation. Tuming to the revenue rrom taxation, we 
discover that the mOlt 8exible source or taxation haa provid 
to be the income tax. The finance ministers lince that rorm or 
taxation wu introduced. have (ound it comparatively easy to 
meet the requiremenu of a new aituation by slightly or largely 
railing or lowering the rate or this tax. It is no longer nece.
lary to hunt up fantastic sourcea or income, such al taxation 
or bachelors, hearth taxes, window taxes and the like. Again, 
so fn u the customl are concerned, it has been learned that 
much better resulu can be obtain~ rrom a moderate tax 
on a rew articles or common use &han by taxing many articles. 
This simpJjfies administration and reduces the cost or col
lectina the taxes. 



RECEIPTS OF EXCHEQUER (1688-1920) 
For Closing 'Years of Historical Periods, also a Comparison of 

zU Centuries [1688 to 1914] with 6 YEARS OF WORLD WAR [1915 to 1920] 
In MilIIona Sterling 

Cash 
I Prop- B .... 

Fiscal t Land erty Total Bor- Total gin ... 
Distinctive Note Year Cus- Excise Eo- StamDS and and Pos- Sun- Rev- row- Re- ning 
Preceding Period End. toms tate House In- tal dry enue Ing celpts of 

come Net Year --------I- 1---- 1-
Last Year James Il. 1688 1.0 0.7 ..... ...... . ..... ...... ..... ~:~ '.1 0 •• •• 3 ..... 
Wars. William III 1697 0.7 1,0 ••••• ...... 1,0 •• 0 ••• . .... 3.3 4.1 7.4 0.8 
Peace. 1701 1.6 1.0 ••••• ...... 1,0 •••••• ..... 0 •• 3.8 3.8 0.3 
Wars. Aim~: 1714 1.6 2,0 ••••• ...... 1.3 ...... ..... 0.4 5.3 1.0 6.3 0.9 
Peace. 1739 1.4 3.0 ..... ...... 1,1 •••••• ..... 0.3 5.8 •••••• 5.8 I.' 
WaI'-Aust. SuCc: 1749 1.6 3.4 ..... ...... 2.2 ••• 0 •• ..... 0.3 7.5 5.0 12,5 1.7 
Peace. 1755 1.8 3.7 ..... ...... 1.2 •••••• ..... 0.7 7.0 0.4 7.4 I.' 
WaI'-seven 'ye..,;,o: 1766 '.5 4.9 ..... ...... 2,2 ....... . .... 0.7 10,3 0.4 10,7 ::~ Peace. 1775 ..8 5.1 ••••• 0.3 1.8 •••••• 0.' 0.9 11,1 ...... 11,1 
War-Ain~riCaD 1785 4.5 6.1 ..... I.' 2" •••••• 0.3 0.7 15.5 11,0 .6.5 4.3 
Peace. 179' 4.1 8.7 ••••• 1.5 3.0 ...... 0.4 0.9 18.6 ...... 18.6 4.3 
WaI'-Gt. i>rencli 180. 9.9 12.7 ..... 3.' 4.6 5.8 I.' 1.7 39.1 .6.7 65.8 8.9 . .d Period 1817 II.9 '7.0 . .... 6.8 1.3 II.8 '.' '.3 69.3 ...... 69.3 15.7 
Peace-1St Ref. Act. 1833 18.5 17.9 ..... 7,2 5.' ...... '.' 0 •• 51,2 0.3 51.5 3.8 
Whig Government . 184' '3.5 14.8 ..... 1.3. 4.7 1.4 0.5 52.2 1.9 54.1 3.9 
Peel's Ministry 1847 22,2 15.0 ..... 7.7 4.5 5.5 '.0 1.4 58.3 ...... 58.3 8.5 
Tarift Reform • 1854 22,S 16.3 ..... 7.1 3.3 5.7 '.5 1.7 59.1 ...... 59.1 8.8 
War-Crimean 1857 '3.5 18.3 . .... 7.4 3.1 16,1 '.9 1.6 7'.9 6.3 79.' 5.6 
Peace-.d Ref. Act'. 1867 '3.3 20,7 ..... 9.4 3.5 5.7 ~.S . '.3 69.4 ...... 69.4 5.9 
Gladstone', I8t Min. 1874 20.3 27,1 ..... 10,S '.3 5.6 ,9 4.1 76.8 76.8 II.9 
Disme\l· ••• d Min. 1880 19.3 '5.3 ..... II.3 •• 6 9.' 7.7 5.6 81.0 '.4 83.4 6.9 
Gladstone' •• d Ad. : 1886 19.8 '5.4 ..... II.5 •• 8 15.1 9.8 4.6 89.0 4.3 93.3 5.0 
Home Rule Di .... 1895 20,1 26,0 8.7 5.7 '.4 15.6 13,2 •• 6 94.3 0.3 94.6 6.0 
War-Boer. 1903 34.6 Slii;1 18.0 8 •• '.5 38.8 18.3 3.' 161.0 37.8 198.8 8.6 
126 Yea .. U8B to 1914. 2696,S 8",7 958,1 T01,S 1111,T TI1,4 au,' 10108,1 8405,9 10954,1 0,1 
Year Before the War 1914 35.5 39.6 '7.4 10.0 3.4 47.' 30.8 '9~:~ 198.3 7.3 .05.6 6.3 
Year After the War 1920 149.0 133.0 41,0 23.0 1a;g 649.0 Iff:~ 1339.0 323.0 166 •• 0 12.8 
6 Years' World War 1920 '93,0 891,0 198,0 65,0 1117,0 465,0 40072,0 T196,l 11267,0 10,4 

tIDoludUlII death duue.. ISspt. '9. through 179'; Jan. 5, throullh 1854; March 31 thereafter •. 

Total 
to be 
Ac-

counted 
For 

. ...... 
8 •• 
4.1 
7.' 
7.0 

14.' 
8.6 

13.1 
13.7 
30.8 
22,9 
74.7 
85.0 
55.3 
58.9 
66.8 
67.9 
84.8 
75.3 
88.1 
90,3 
98.3 

100.6 

10:ga 
211.9 

1675.8 
1127T,4 
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A. to the purpose. for which national taxes are raised, we 
find that outside of the cost of wars, the maintenance of the 
military e.tablishment in time. of peace and the public debt 
burden, other expense. are relatively .mall. Therefore, if a 
way could be discovered to end warl and to payoff the debt, 
the people 01 Great Britain thereafter need Icarcely feel the 
burden 01 taxation for other purposes, that is, unless it 
teemed wise to undertake enlarged plan. for social better
ment. A. to luch undertakings, we have found that lince 
the wideninl of the suffrage there has been a growing ten
dency toward lOCial betterment through State co-operation, 
and that when the war broke over the world in 1914 there 
were then pendinl plan. which would have involved further 
heavy expenditures for .uch purpoiea, and that notwithstand
ing the heavy financial burdens 01 the war there hal been 
during the war period an increasing expenditure for educa
tion, (or old age pension .. and for .imilar purposes. 

From the point of view of the investor, especially of the 
loreign investor, we find that .ince the Revolution of 1(;88 
England haa scrupuloully kept her engagements With the 
public creditor, that .he hal done 10 in times of .tres. and that 
her burden. to-day, while heavy, are not much heavier, in 
proportion to national wealth and income, than thOle which 
she hal borne at time. in the past. Recent .tatistic! of her 
commerce show that the country, even in the unsettled year 
19190 haa quietly been forging ahead again. While we expect 
to vie with her in a generoUi rivalry (or busines., we cannot 
but be cognizant 01 the fact that her long experience in the 
shipping trade, extending over the centuries from the time of 
Drake'. filmou. voyage. in the day. 01 Queen Elizabeth, give 
her a peculiilr advantage in this line. The experience of her 
.bankers and manufacturen i. an asset of incalcubble value. 



EXPENDITURES OF THE EXCHEQUER (1688-1920) 

For Closing Years of Historical Periods, also a Comparison of 
234 CENTURIEi[1688-1914] with 6 YEARS OF WORLD WAR [1915-1920] 

- In Millions Sterllng 

Fia<al Civil - Debt Cuh Total PUBLIC DEBT 
Distinctive Note Year Gov. Mill. Debt l0tal Pay. l0tal End Ac- Per Capita 

Preceding Ended em- tary Charge dixpen- menta a y
ta- of counted Actual Debt Charg'" 

Period Sept.29 ment tures Net men Year for £ £ 
--- --I- •• ~Laa---'t"'y"'-ea-r"'J"'a-m-e-.-;I~I-.-- l68s ---0:6 1,0 ,2 '1,8 .2 2,0 1,0 4 .• 

Wars. William III. 1697 0.9 6.0 1.0 7.9 .•.... 7.9 3 8.. 18.4 3 10 .• 5 
Peace • • • • • • 1701 0.7 1.5 I.' 3.4 0.2 3.6 5 4.1 15.3 3 0 5 
Wan. Anne . . . . . . 1714 1,2 2,0 3.0 6,2 6,2 1,0 7,2 48.7 9 7 .• 12 
Peace. Times of Walpole. 1739 1.0 '.' '.0 5.' 0.7 5.9 1.1 7.0 48.3 8 6 •• 7 
War. Austrian Succeosion. 1749 1.1 8.5 3.0 12.6 ...... 12.6 1.6 14.' 79.9 13 6 .. 10 
Peace • • • . • • 1755 1.0 3.4 2.7 7.1 •••••• 7.1 1.5 8.6 75.4 12 3 •• 7 
War. Seven Year 1766 1.0 4.6 4.7 10.3 .••••• 10.3 2.8 13.1 133.1 19 6 •• 14 
Peace • • • • • • 1775 1.8 3.9 4.7 10.4 0.9 II.3 2.4 13.7 127.9 17 I •• 12 
War. American. 1785 1.8 -'14.8 9.' 25.8 .••. . . 25.8 5.0 30.8 '44.' '9 15 I 3 
Peace • 179' 2.0 5.6 9.3 16.9 1.8 18.7 4.' 2'.9 '38.0 27 7 I I 

Jan. 5 
War. Great French 180' 7.9 37.6 19.9 65.4 ..•.•. 65.4 9.3 74.7 504.' 4S 17 .1 12 

.d Period . • • • 1817 10.3 .8.1 3'.9 71.3 0.2 71.5 13.5 85.0 850.0 50 0 I 17 
Peace. lIt Reform Act 1833 8.5 13.8 .8.3 50.6 .•••.• 50.6 4.7 55.3 789.5 3' 19 I 3 
Whig Government 184' 9.4 ,IS.. '9.7 54.3 ••••.. 54.3 3.7 58.0 840.8 31 9 I 2 
Peel's Ministry. • 1847 10.3 J6.9 .8.3 55.5 '.' 57.7 9.1 66.8 826.1 30 12 J I 
Tarilf Reform. • 1854 11.4 16.3 28.1 55.8 7.6 63.4 4.5 67.9 803.6 29 6 I 0 

Mar. 31 
War. Crimean • • • • 1857 13.1 34.' .8.8 76.1 .••• ,. 76.1 8.7 84.8 836.8 '9 IS I 0 
Peace •• d Reform Act. • 1867 15.3 '5.8 .6.1 67.. 0.8 68.0 7.3 75.3 800.9 .6 10 0 17 
Gladstone'. 18t Ministry. 1874 '5.1 '.4 •• 60 .6.7 76.4 4.9 81.3 7.4 88.7 771 •• 24 9 0 16 
Disraeli·s •• d Ministry. • 1880 29.7 6 .8.7 84.4 '.7 87.1 3.' 90.3 770.6 •• I 0 16 
Gladstone' ••• d Ministry. 1886 4 •• 6 .6.4 23.7 9'.7 •••.. . 9'.7 5.6 98.3 74'.0 .0 9 0 13 
Home Rule DiscU88ioDS 1895 33.9 35.3 '5.0 94.' 0.1 94.3 6.3 100.6 659.0 16 13 0 13 
War. Boer. • • • 1903 73.1 100.5 '7.' .00.8...... .00.8 6.6 '07.4 798.3 19 4 0 13 
116 Yean 1688 to • 1914.1.878.1 '.&U.O 8.14.7.S 10.944.0 10.9".1 10.410.964.9 •••••. 
Year Before the War 1914 99.8 77.' '4.5 .01.5..... . '01.5 10.4 'II.9 '707.6 15 7 0 10 
Year after the War • 19.0 188.0 J.I46.0 33'.0 J.666.0...... 1.666.0 9.4 1.675.48.078.7 175 12 7 16 
Siz Years' Wor~~ -,,;=;.;.19 ... 2 ... 0_7;;:1;:;0-:-:.0~97..1:;-6 ... 7:'-'&;...:,1~.0 ... 0;.;1:,-.0 ... 1_1.:..1_6;.;8:,-.0;..;.' ..... "' • ..:, ..... ;;;11"'.;.;.26:.;8"'.90.:......;;;9 .... ''''1'''1.:;:2.;.77 .... _'=.:......;.:.="'-''''-'"'"""""""' 

*For Actual Charge see Column 4 ... Debt Charge." 
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Her loyal oveReaa citizen .. the peoples of her self-governing 
Dominion •• Crown Colonie. and Dependencies are a bulwark 
of Itrength and afford a wonderful home market. which it will 
be .urpri.ing not to .ee .pecially developed hereafter. 

What England requires to-day to insure her material well 
being i. a heavy output of good. and .ervices which the world 
will take in exchange for the food which she must buy in order 
to maintain her population and for the raw materials of man
ufacture. most of which she mUlt .eek without her own bor
den. 

If class distinction. are forgotten in a general effort for the 
common welfare-in short. if the Golden Rule of doing as you 
would be done by is made the rule of action for conservatives 
and liberals, for labor and for capital. there need be no fear 
but that England will maintain a .trong and wholesome na
tionallife, that prosperity and happineSl will be hers and that 
the wonderful credit standing which she haa enjoyed for many 
generation. will be maintained and strengthened in coming 
yun. 

The table. printed on page. 164 and 166 .ummarize 'the 
.tatistical data for the entire period from 1688 to 1920. 

They have heen compiled with great care and will be found 
worthy of Itudy. 



The Bank of England 

CHAPTER I 

A Banking Evolution 

T HE Bank of England i. more than a corporation. It is a 
penonality. The first of the modem banks, if a bank 

two and a quaner centuries old may be so called, it is also 
the most powerful. This standing does not come because of 
its resource., for even iu large capital and surplu. of £17,-
800,000 are exceeded or dosety approached by tho.e of ev
eral of the London joint-Itock bank., which also have greater 
total resoUf'Cel. The F eder~1 Reserve Bank. of the United 
State. have combined capital. and .urplulel nearly double 
thoe of the Bank of England, and gold holding. nearly live 
time. a. large. Nevenhele .. the Bank of Englandhu a 
pre.tige and a .tanding which i. all iu own, won by years of 
honorable and capable admini.uation of the finance. of the 
world'. createst money capitaL 

TM Funclionl of 1M B(Jn~ 
The Bank of England while privately owned perform. all 

of the function. of a State bank. It also conduct. a general 
banking bu.ines .. receiving the depo.it accounu of corpora-
tioOl and of individuala. . 

From 18« until 1914 it poueued practically the sole 
right of note iNue in England, but the T reuuty, or currency, 

(169 
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notes now in circulation greatly exceed the combined circu
lation of the Bank of England and of the Scotch and Irish 
banks. 

The functions of the Bank in connection with the Excheq
_ uer described in another chapter are of great importance. 

The prerogative of the Bank, which has accrued to it by a 
process of evolution, of holding the ultimate reserve for the 
banking and commercial interests of the United Kingdom is, 
in normal times, what gives the Bank its premier position 
among English financial institutions. The other -distinctive 
purpose which it serves, especially in times of national 
stress, is by the alchemy of credit to liquefy the assets of 
the Kingdom and put them to work for its preservation and_ 
advancement 

Holds Ultimate Ba1lki1lg ReserveJ of Natio1l 
As to the first of these functions, that of holding the 

ultimate banking reserve of the Kingdom, it has come to be 
an axiom of the Englishman's financial creed that as the 
Government is back of the Bank it cannot fail. Therefore, it 
is argued, there is no reason why the other banks should 
carry any important reserve other than their deposit with the 
Bank, although some of the joint-stock banks in recent years 
have adopted the policy of carrying a substantial amount of 
gold in their own vaults. The amount so held in July, I9IS, 
was estimated by the "Committee on Currency and Foreign 
Exchanges after the War," of which Lord Cunliffe was Chair
man, at £4°,000,000. The Scotch and Irish banks, as ex
plained in the previous chapter, also carry cash balances 
which may include a certain amount of specie. Except as to 
the gold so held the banking business of Great Britain, with 
its world-wide ramifications, depends upon the nrength of 
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the Bank and the wisdom of the management, and in con
sequence the commercial credits of the world also may be 
aaid to rest largely on the .ame foundation. At least such 
wa. the caae until Augult I, 1914- The raising ofthe Bank'. 
rate u.ually would automatically tum the exchanges in favor 
of London. The lowering of the rate would make for "easy 
money" throughout the world. Not only 10, but the volume 
of the bu.inell which could be done, even in remote parts of 
the world, wu determined by the attitude of the Bank. Thi. 
delicate credit .tructure with ill world-wide relations is now 
partly di.located u a result of the war and will not properly 
function again until England returns to a .pec:ie basi •• 

Mo611iZtl National Crtdli Rtlourctl 
The other .pecial function aerved by the Bank is that of 

mobilizing the financial resource. of the people for great 
financial and commercial emergencies and especially for 
meeting the need. of the Government in time of war. Thi. 
i. accompli.hed beeauae of the fact that the ultimate banking 
reaerve of the nation carried with the Bank can be made the 
basi., on occalion, for a great expansion of credit. It i. the 
modem development of our forefathen' idea of a "fund of 
credit." The re.erve of the joint-.tock and private banb 
depoaited with the Bank haa come to be con.idered a basi. 
for an extension of credits to their borrowing customer •• 
At a re.ult of long experience, it i. found that a given reaerve 
i. .ufficient to warrant the granting of credits for .everal 
time. it. amount. Thi. principle it well known to banhr. 
and constantly obaerved in their uannction •. 



CHAPTER II 

The Genesis of Banking 

I T. will be of interest, before taking up the history of the 
Bank of England and discussing its functions more in 

detail, briefly to consider the evolutionary process which led 
up to conditions making this bank a possibility. 

Banking Originated in Italy 
The enterprise of the medieval Italian merchants carried 

them to all parts of the known world. It was natural, there
fore, that the Popes ~hould commission them to collect their 
revenues and to transport them to Rome. As these revenues 
were paid in the moneys of the countries where collected, the 
merchants readily became money changers and early origi
nated and used letters of credit and bills of exchange. It 
was in keeping with their other activities to act as collectors 
and farmers of the revenues of the sovereigns of the countries 
which they visited. As farmers of the revenues they would 
make advances to the King and reimburse themselves, with 
a profit, by collecting the customs or some other branch of 
the· King's revenue, which was given to them in "ferme"
that is, as security. From such advances against the rev
enues it was an easy s~ep to making direct loans. Some
times the repayment of these loans was guaranteed by the 
pledge of the Crown jewels, the royal wardrobe, or the very 
diadem itself. As the payment of interest ("usury") was 
forbidden by the Church, the merchants were rewarded for 
these advances in various indirect ways. Sometimes the 
King agreed to buy jewels or other wares. Sometimes he 
·17z] 
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"anted trading concessions, or used hi. influence in behalC of 
the merchanu with other potentatel. Sometime. he made 
the merchanu a .ubstantial cash present Cor the use oC the 
money beyond the time originally agreed upon Cor its re
payment. 

The neces.itiel Cor ready money by those taking part in 
the crusadel gave the Italian. special opportunitie. Cor mak
ing gain Crom convenion. oC propenie. oC variou. kind. into 
liquid Cund .. 

TM Iialian Banltrs and 1M 
Planlagtn~t Kings of England 

The Planugenet king. of England Crom the time of Henry 
II through the reign of Edward III-that is, over a period oC 
more than two hundred yean, from the middle of the twelfth 
century to well into the fourteenth century_ere active pa
tron. of the Italian merchant banken. The archives oC Old 
England contain copie. oC contracts between the Crown and 
the merchanu dating from .. Car back u the reign oC King 
John. Following i. a tran.lation Crom the Latin of .uch a con
tract, which mUlt have been entered into during 1199, the 
fint year oC John'. reign. It reCen to the payment oC a debt 
Incurred by Richard I, pfelumably in connection with hi. 
crusade. Note in the last paragraph the promise of the King, 
.. by way of thank. for your generou. waiting • • • your 
waiting shall not aeem burdensome to you." 

DEBESTURE OF THE REIGN OF JOHN 

Joba, by the crace of God KiD" etc:. ••• to hit belcrftd 
fricDda Spera, BaragetoG aDd their ueociate merchantl of 
Placentia (L .. Piacea.), £l'fttinJ. 

Kno" that we wiah to pay to you two thouaand marb aDd 
u.s marb. "hich, for love of the dear memory of KiDe Richard. 
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our brother and in accordance with his own request you lent to 
William Andegavensis (i. e. of Anjou) and R. Bangorensis, 
bishops, and to Stephen Ridel, for carrying out the business of 
our dearest grandson, the illustrious King Otho, in the Senate 
of Rome. And therefore, by these presents, we bind ourselves 
to you for such an amount, promising that on the next Feast 
of St. Michael after our coronation, at our exchequer in Eng
land, we shall cause to be paid to you, or to your known envoy, 
upon his bringing and presenting these presents, 625 marks, 
and at the Easter next following 500 marks in the same place, 
and at the following Feast of St. Michael 500 marks at the 
same place and likewise 500 marks at the next following 
Easter we shall cause to be paid at our exchequer in England 
to you or to your known envoy upon presentation of this our 
note of indebtedness. And nevertheless by way of thanks 
for your generous Wiaiting we shall reply to you, the Lord 
favoring, that your waiting shall not seem . burdensome to 
you. Witness my hand at Rothomagum, the 25th day of 
August. (1199 A. D.) 

Following is a letter of credit dating from the second year 
of the same reign. This also is translated from the Latin. 

LETTER OF CREDIT OF THE RElqN OF JOHN 
John, by the Grace of God •.• to all merchants, etc. 

Know, all of your body, that we do appoint the bearers of these 
presents, Hugo of Feritas and Robert of Sablenc, to prosecute 
our business at the Senate of Rome, and to merchants from 
whom they shall have borrowed money up to 500 marks sil
ver, for prosecuting this business, we shall be held bound to pay 

"the money in full. And by these presents we are constitute 
'principal debtors for this amount and, the term agreed upon, 
in accordance with the convention made between our afore
named clerks and the merchants. To those who shall bring 
these presents to us or to our mandatory along with letters 
from the aforenamed clerks showing the sum of money bor
rowed from the protestants we shall cause the money to be 
paid in full. Witness my hand at Fissa, the 6th day of January. 
(1201 A. D.) 
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The tnnsaction. witb the Italian. ended disastrously for 
them and disgracefully for Edward III. when. because of hi. 
f.ulure to Inftt his obligation. to them. the great Florentine 
houses, known a. the Bardi and the Peruzzi, were unable to 
meet their commercial engagements, and ~nally became bank
rupt. 

TIlL Kingi File/or 
Datin, from the reign of Edward III we find the kings of 

Engloand having dealing. with English merchants. The king'. 
factor (financial agent-banker) held an honorable position 
at court. He was charged with the arduous duty of keeping 
the kin,'. co&'en fined. One of the fint merchants to hold 
this position was William de la Pole of Hull. wbo in Ill8 
and 11l9lent Edward III wbat for thOle times were immense 
.um. of money. He not only freely .upplied the King from 
hi. own resources, but in order to secure additional .ums 
from others, he even mongaged bis own real estate. He is 
styled in all public instruments "our f.uthful and wdI beloved 
merchant." PUlin, by others wonhy of mention. we find. 
about two hundred yean later. Sir Thomas Gresbam acting as 
toyal agent or factor for Edward VI and later for each of hi • 
• isters, Queen Mary and Queen Elizabeth. Just as De 1. Pole 
arranged loan. at Antwerp for Edward III. 10 two centuries 
later we find Gruham doing for Edward. Mary and Eliza
beth. ThUi it would appear that after the downfall of the 
Italian merchant .. De 101 Pole was able to win the confidence 
of a croup of Flemish merchants and that on the whole their 
transaction. bad proven to be sufficiently satisfactory to 
cause them and their .ucceaaon to be willing to continue 
financial relations over two centuriea-relation. wbich were 
to continue for yet other centuries. 
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Early Italian Corporate Banks 
Before we take up the consideration of the development of 

banking in England let us now retrace our steps and see what 
happened in Italy following the commercial crisis due to the 
failure of the Bardi .and Peruzzi. It would appear that there 
were recurrent revivals of business activities and of failures 
not unlike the recurring crises with which we have become 
(amiliar in modem times. Notwithstanding occasional dis
asters the banks, as they came to be called as early as 1421, 
grew and multiplied. They were banks both of deposit and 
discount. "Giro" payments-that is, payments by means 
of transfers on the bankers' books-were made from the early 
part of the fifteenth century. Transferable certificates of de
posit were issued and used "like coin." So "these early banks 
were banks of issue as well as banks of deposit. Some of these 
"private banks became very powerful. However, recurrent 
failures which sometimes were due to bad banking practices, 
but often to forced loans to the Government which tied up 
a large part of the bankers' resources in a fixed form, weak
ened confidence in the private bankers and led to the estab
lishment in Venice, in 1584, of the first public bank. This was 
known as the Banco della Piazza del Rialto. This bank 
restricted itself to keeping depositors' money in security, and 
to paying it out or transferring it according to their direc
tions. 

In 1587 the private banks were suppressed. The need for 
further banking facilities led in 1619 to the establishment of 
the famous Banco del Giro, which in 1637 absorbed the Banco 
della Piazza del Rialto. The Banco del Giro, or, as it came to 

',be known, the Bank of Venice, continued in business until 
1806. 



INeLiSH PUBLIC 'INANe. [ 177 

Another famous early Italian bank was an outgrowth of 
,he business of the Compania, or Casa, di San Giorgio of 
Grnoa. This institution is described by Andreades in his 
"History of the Bank of England" as an association of State 
creditors who managed the revenues of the republic, owned 
colonies and pollessions, maintained armies and fleets, made 
war and concluded treaties, and combined with all these 
various functions the duties of a bank of deposit. Its gene
.is dates back to the organization in 1148 of a company to 
make a loan to the republic. By 1250 a number of such com
panies, which were called" Compere, " were merged under the 
name of Compera del Capitalo. In 1407 Jean Ie Maingre, 
Manhal of France, changed this compera into the Ufficio di 
San Giorgio, which continued until 1736 the business of mak
in, advances to the State. It soon became a State within 
the State, possessing lreat power and influence. Just how 
early it began to do a banking business is not evident. Its 
canulary or registered notes were somewhat similar in char
acter to mooern bank notes. They were cenificates of de
posit, but liS the deposiu were not held as a definite fund to 
secure them but used in the general business of the bank the 
notes in fact circulated on the general credit of the bank. 
Thil bank continued in business until 1797 when it failed. 
So much for the early Italian banks. 

Tk Bad if dmsln-Jam 
, In the Bank of Amsterdam, founded 1608 or 1609, the 
Dutch possessed the third public bank to be organized. 
Founded after the Italian ballks, it continueJ in business until 
1790t wheD its affain were liquidated by the city, which guar
anteed iu solvency. The Bank of Amsterdam theoretically 
held in trust the actual coiD or bullion deposited with it, isst&-
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ing its notes against such deposits. At a time when the coin
ages were systematically sweated and clipped the function 
which this bank performed of prac,tically insuring the integ
rity of the currency was a valuable one to the commercial 
community. Thus its n~tes came to command a premium 
for purposes of exchange. The failure of the bank was pre
cipitated by the disclosure that its assets had been clandes
tinely loaned to the Dutch East India Company. 

To return to England. 

The English Goldsmith Bankers 
Those who first engaged in business operations in Eng

land analogous to the modern profession of banking were the 
Italian merchants commonly known as Lombards. Hence 
Lombard Street in London, where their homes and places of 
business were chiefly situated. Naturalized foreigners and 
finally natives took up the business. The goldsmiths, as 
they were called, united the trades of the goldsmith, of the 
dealer in bullion and of the money-lender. In the latter ca
pacity the goldsmith also conducted a pawn-brokerage busi
ness. Sometimes the pawns were the royal jewels and the 
jewels of the nobility, for the goldsmith was a canny person 
and usually took good care to obtain security for his ad
vances. A traveler who visited England from the Continent 
in 1593 tells us that in Lombard Street he saw "all sorts of 
gold and silver vessels exposed to sale, as well as ancient and 
modern coins." The goldsmiths gave and took a bond o~ 
receiving and lending money. They exacted heavy payments 
for their loans. About the time of Charles I-say, from 1625-
it became customary for the merchants to entrust their bal
ances to the goldsmiths. Before that, for some time, they 
had been in the habit of depositing them for safekeeping in 
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the Tower of London. However, after Charles had seized 
£130,000 temporarily deposited in the Tower while en route 
from Spain to Dunkirk, the merchants were afraid to make 
further deposits, even though. after they had consented to 
make the King a loan of £40.000, he had released this particu
lar deposit. 

They then got into the habit of entrusting their surpluses 
to their cashier.. Some of these, of a thrifty tum of mind. 
instead of "wrapping their talent in a napkin" deposited the 
tru.t fund with the goldsmith. and so realized interest which 
.ubstantially increased their yearly stipend from their em
ployer.. The latter then awoke to the fact that by such an 
arrangement their fund. could be lafeguarded and income 
increased and so deposited them directly with the goldsmiths 
for their own account. 

Thi. cUltom developed greatly during the troublous times 
of the civil wan and in the Cromwellian era until it is laid 
that half the gold in the kingdom came to be stowed away 
in the goldsmith.' vaults. The banking business of the mer
cantile community was in the goldsmiths' hands and from 
this bUlineu they derived handsome revenue., laying the 
foundation. for fortune., some of which have continued to 
the present day, and for banking bu.inesses which in one 
form or another still endure. 

Charles II dealt the goldsmith. and their clients a cruel 
blow when in 1672 he confiscated the loans which the gold
smith. had made to the Exchequer. Thi. "Stop of the Ex
chequer," already noted in a previous chapter, involved the 
large sum of £1.328.526 and, as might be expected, was fol
lowed by serious consequences to the goldsmith. and to .the 
entire community. 



CHAPTER III 

The Early History of the Bank of England 

THUS it was when, about twenty years after the happening 
of the events just described, William Paterson of 

Dumfries came forward with a project for a bank which 
would be the equal in strength of the Banks of Amsterdam, 
of Venice and of Genoa, he received a ready hearing in busi
ness circles. In 1691 paterson urged the establishment of a 
national bank, so as to provide a· safe means of borrowing 
money at proper rates of interest. Many of the great London 
merchants supported his project, notably, Michael Godfrey, 
one of the richest and most honest city men of that time. 
The plan was coldly received by Parliament, but the neces
sities of the Government for funds with which to prosecute 
the war against France led a committee of the Commons, 
to which a consideration of the project had been referred, 
to advise Paterson that they would receive any proposal to 
advance one million pounds on a perpetual fund of interest. 
As the committee were unwilling to 'concede any reciprocal 
rights, Paterson and his friends naturally were not interested 
and abandoned the project for the time. Finally in 1694-
they achieved their purpose, but the proposal "had to be 
smuggled into Parliament under cover of a bill imposing a 
new duty on tonnage, for the benefit of the capitalists lending 
money toward carrying on the war with France." This was 
known as the Tonnage Act. 

As it finally became a law the bill provided that the sub
scribers to a perpetual loan of £1,200,000 should form a cor
poration to be called "The Governor and Company of the 
180] 
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Bank of England." The fund 10 raised was to be loaned to 
the Government. 

Tilt First Years of tilt Bank 
When the Bank of England was organized in 1694 it com

bined all of the method. of banking then known. ,Its capital 
of £1,200,000 was loaned wholly to the State for an annual 
return of £roo,ooo--that i., for "an interest" of 8 percent. 
and £4,000 for management. The Bank acquired the right 
to receive depoaiu, to issue iu demand notes and to loan 
iu fund.. It also bought and .old bill. of exchange. It 
wu organized entirely with private capital and as a private 
enterprile. However, it had very close relation. with the 
State from the day of it. organization. At first it had no 
monopoly righu of any kind. It wa. political necessity which 
brought it into being. The Whig government was sorely 
in need of fund. to maintain it. existence against foreign 
aggression, unsettled condition. in Ireland and a latent liking 
of many of the great Tory familiea for the deposed Jamea II, 
"hom they would have been pleased to have .een back on the 
throne. The Bank not only provided William III, sometimes 
called Dutch William, and hie Whig .upporters with the 
original £1,200,000, but it .tabilized the exchanges, helped to 
market the long annuitie. with which the people were just be
coming familiarized, and allO, even in those early days, made 
temporary advance. to the Government. The Bank began 
businell without a dollar of cash capital. Iu resources were 
the" fund of credit," u the .aying of the time had it, due to 
iu holding. of the Government debt, it. note issuing rights 
and its depoaitl. 

The good effects of .uch an institution were immediately 
felt. The Exchequer official. no longer bad to make "fre-
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quent processions to the city to borrow money on the best 
and nearest public securities, at ten or twelve per cent. per 
annum interest." The mercantile community had a source 
from which to obtain loans at reasonable rates, and the foreign 
exchanges were rendered more stable. One of the earliest and 
most important of the public functions of the Bank was to 
assist in the rehabilitation of the coinage which was so debased 
at the time of William's accession that one of the first acts 
of the new government had been to arrange for its restoration. 

In the early days the Bank allowed interest on its notes 
and also upon its depoliits, a practice afterward abandoned. 
Today the Bank is chiefly a bankers' depository and therefore 
an offer to pay interest upon deposits would place it in com
petition with its chief patrons and interfere with its functions 
as the holder and protector of the ultimate banking reserve 
9f the nation. On the other hand, in the inception of its busi
ness it desired to build up its deposits and increase its note 
issues by attracting money from the goldsmiths; therefore 
the payment of interest was a powerful lever for this purpose. 
The Bank was nearly wrecked in the second year of its career 
by its goldsmith enemies, who, taking advantage of the fact 
that there was a great sc;arcity of coin because of the restora
tion of the coinage then in progress, gathered up quantities of 
the Bank's notes and demanded immediate redemption. As 
the Bank could not promptly enough secure coin from the 
mint it could not respond and was temporarily compelled to 
suspend specie payments. To ease this situation the first 
Exchequer bills were issued. 

The necessities of the Government led from time to time 
to overtures to the Bank for larger advances. Taking advan
tage of such situations the Bank made them the basis for 
securing valuable concessions and additional privileges, in 
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particular a monopoly or note issue. Mutual concessions on 
the part or Government and Bank were made, until today 
the Bank hal the exclusive right or note issue in England, 
except ror the unimportant exception noted on page 192, the 
management or the debt, the Government deposit accounts, 
rreedom rrom taxation and other privileges. The ownership 
and control or the Bank remain. to thi. day in the hands or 
iu proprietor.. The State hal no proprietary interest in the 
capital or the Bank and no voice in its management. 

In.tead or attempting a detailed history or the Bank we 
may to better advantage consider certain .pecial happenings 
in it. long career. 

There are three especially notable periods in this history. 
These are the twenty-three yean or the Great French War, 
the evenu or 18 .. and the connection or the Bank with the 
6nancing or the recent war. tThe notable services rendered 
by the Bank during the crucial period or the past lix years 
have already been discussed. We may now consider the two 
other great crise. in iu hiltory 

uuonl of Eiglzttenth Century 
Commtrcial CriJtI 

We may note in passing that the Bank successfully weath
ered the commercial crise. or 1763, 177'1. and 1783 and the 
direc:ton learned by experience "that while a drain or specie 
i. going on their issues should be contracted as much a. 
possible, but that al lOOn II the tide had given ligns or ceasing 
and turning the other way it was then .are to extend their 
issues freely." The control in normal timet or the inRow and 
DutRow or specie by raising or lowering the bank rate of dis
count was another lesson which the managers learned and 

t Pan I. C1oapt8r v. ud Cllape.r VI. 
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have ever since used effectively, except during the suspension 
of specie payments during and following the French wars and 
the practical suspension of such payments since 1914. 

The industrial revolution in England in the early part of 
the eighteenth century, due to the invention of labor saving 
devices and the discovery of new processes of manufacture, 
led to a concentration of population, to great activity in man
ufactures and in commerce and hence to the need for banking 
facilities on an enlarged scale. As joint-stock banks were 
prohibited, as more fully explained in a later chapter, 
this need was supplied by many small banks of issue and 
deposit organized by six. persons or less-shop-keepers, 
chemists, tailors and bakers, or what not. The coun
try and city thus were Hooded with circulating notes of weak 
banking partnerships. Many of these issues proved to be 
worthless. From 1750 to 1783 the country banks increased 
from twelve to four hundred. In the crises of 1793 and 1797 
many of these banks failed. 



CHAPTER IV 

The Bank and the Great French War 

I N 1793 when England was drawn into the maelstrom of 
war in Continental Europe, brought about by the French 

Revolution,the Bank was in a .trong condition. Its capital 
had reached £11,786,~all loaned to the Government. It 
had a .urplUl ("The Re.t") of over £3,000,000. It had notes 
outltandin, for £11,600,000. Its .pecie reserve was about 
£5,000,000. William Pitt was Chancellor of the Exchequer. 
The war came to him and to hi. confreres as a .urprise. The 
English people had been watching the revolutionary pro
ceedings in France with great interest. They had not ex
pected that England would be involved. Pitt and hi. gov
ernment had made all ohheir plan. for a long period of peace 
in which to fully recover from the losles of the American War 
which were .till keenly felt. 

Therefore the determination to engage in war with France 
found the Government unprepared, the Exchequer empty. 
or relatively 10, and the country .till aghalt at the burden 
of debt which had accrued from the American War and the 
other wan of the eighteenth century. General business condi
tion. were bad, due to a .uccession of bad harvelu and the 
culmination of a period of overtrading. Many country bank 
failures were occurring. The Bank of England iUeJf became 
alarmed, contracted iu crediu and raised the rate of discount. 
To relieve the situation the Government had found it neces
sary to authorize a .pecial issue of Exchequer billa to be loaned 
to merchants. . 

It was in the midlt of .uch 6nancial conditions that Pitt 
[185 
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was forced to find the means with which to finance the war 
needs of England and he'r allies. Great sums must be sent 
abroad for subsidies and for the support and pay of the army 
and of the navy. The Finance Minister and the City had a very 
difficult situation with which to deal-depleted resources, 
adverse exchanges, heavily increased demands. Under the 
circumstances it is small wonder that Pitt used the resources 
of the Bank to the limit. He first secured legislation removing 
the restriction which Parliament had originally laid upon 
advances from the Bank to the State. The Bank was then 
at his mercy. In four years, from 1794 to 1797 inclusive, the 
debt of the Government to the Bank for advances of various 
kinds totaled just under ten million sterling. To meet the 
demands upon it the Bank increased its note issues. Mean
while its cash resources were running down in an alarming way. 
After increasing to about seven million pounds in 1794 they 
fell to six million in February 1795, to five rpillion in August, 
to an average of a little over two million in 1796 and finally 
to £1,086,000 in February, 1797. 

Specie Payments Suspended I797-I82I 
The inevitable happened. Specie payments were sus

pended, not to be resumed until 1821. For a quarter of a 
century England was to experiment with an inconvertible 
currency. 

The King himself presided at the meeting of the Privy 
Council which authorized the suspension. A meeting of bankers 
and merchants passed a resolution agreeing to accept the 
notes of the Bank for payments due them. This resolution 
was supported by some four thousand signatures. The matter 
was referred to Parliament for action. An examination by a 
parliamentary committee disclosed the fact that in addition 



INGLISH rVBUC FINANCE 

to the permanent debt oC £11,700,000 represented by its cap
ital, the Bank had loaned the State over ten million out oC its 
other a.leu oC £17,{:IOO,000 leaving as an offset against £13,-
800,000 demand liabilities and about £8,600,000 notes about 
£7,600,000 oC banking asset. other than obligations oC the 
Government. Not exactly a liquid condition, especially when 
it i. remembered that the .pecie reserve had Callen to £1,086,-
000. Sub.tantially all oC the Soating debt oC the State was 
then held by the Bank. 

How was thit situation dealt with 1 Parliament passed 
what it known as the Restriction Act. This granted the Bank 
and all connected with it a bill oC indemnity. The Bank was 
forbidden to payout .pecie except Cor the needs oC the army 
and navy and Cor other .pedal purposes approved by the 
Privy Council. The Bank was Corbidden during the restric
tion to make ~vances Cor the public .ervice in excess oC 
£&:;Jo,ooo Bank notes were made a legal tender in payment 
to the Government and between others by agreement. Pro
vision was made Cor the iuue oC £. and £z notes and. Cor 
smaller payments, Spani.h dollars were put in circulation, at 
a valuation oC 41 6d. 

Pitt threw aU oC his inSuenee in Cavor oC the conservation 
oC the Bank's credit, 10 that during the remainder of hit liCe
time there were no excessive iuues oC notes. Therefore they 
remained .ubstantially at par with gold. ACter Pitt'. death, 
Crom 1809 to 1817, the iuues oCnotes steadily were increased. 
Thit course oC action was due panly to the exigencies of the 
Government and panty to the .peculative conditions in the 
business world. 

It will be remembered that Napoleon endeavored to bring 
England to her knees by dOling to her all oC the Continental 
ponl and marketL While lUeb cloting was only partial, as 
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many ways were found of evading the edict, still it acted as a 
great stimulus to the home production of articles which would 
otherwise have been imported. At the same time the South 
American colonies of Spain and Portugal were declaring their 
independence and opening their ports to English products. 
These conditions led to speculation, which the Bank encour
aged by greatly expanding its credit facilities. These facil
ities were further accentuated by the large amounts of Ex
chequer bills put out by the Government, plus the consider
able sum of inland bills of exchange which was in use and the 
country banks' bills which were in circulation. 

Effects of the Suspension 
Advancing prices of commodities, including gold, and 

.lldverse foreign exchanges were the barometers which meas
ured the inflation produced by the large issues of bank and 
Government paper. According to Andreades, after being at 
a discount of £8 7s per £100 in 1801 and £7 5S in 1802, Bank 
Notes were almost at par (average £2 3s discount) from 1803 
to 1809. The depreciation then became marked, averaging 
as follows, until the resumption of specie payments in 1821: 

Year £ s Year £ 
1810 13 9 1816 . 16 14 
18n 7 16 1817} 
1812 20 4 to. 2 13 
1813 22 18 1818 
1814 25 3 1819 • 4' 9 
1815 19 4 1820 • 2 U 

SiIberling, by another basis of computation, arrived at the 
conclusion that the premium on gold in 18H averaged nearly 
22 per cent., in 1812 over 32 per cent., in 1813 over 40 per 
cent. The Hamburg exchanges averaged 18 per cent. from 
normal in 1810, nearly 3 I per cent. in 181 I, over 24 per cent. 
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in 1812, and over 26 per cent. in 1813. Commodity pricel 
advanced until about 181" averaging at their highest point 
about 70 per cent. above thole of the pre-war period. 

Thf Bullion RfPort 
In 1810 a committee of Parliament known as the "Bul

lion Committee" made an exhaustive study of the causes 
which had produced these conditions, 10 far al they had then 
developed. The report of this committee is one of the land
mark. on the highway of economic .tudies and i. well known 
to all .tudents. Therefore, we may to advantage refer 
briefly to the conclulion. of the committee as set forth in 
the report. The points in controversy which they set them
selvel to solve were these: Have the bank note. depreciated 
in value or hal the price of gold actually risen' Has the in
creale in the volume of the note. had any influence upon the 
exchangel' What dfect would a reatriction of the issue. have 
on the price of gold and the rate of the exchanges? What 
policy should be followed in regard to the regulation of the 
i,suea' The committee called before them bank directorl, 
private banlten, merchants and othen. The conclusions at 
which they arrived were thele; Fint, that an inconvertible 
and excessive credit currency caused a general rise in prices, 
including that of gold, and a fall in the exchanges on all coun
tries except those which had an equally depreciated currency. 
Second, that there then existed an excessive paper currency. 
Third, that the only true and proper remedy was resumption 
of cash paymentL 

Unfortunately Parliament took an opposite view of the 
case. Thi. encouraged the increasing iSluea on the palf of 
the Bank, leading to the conditions, up to 1817, which we 
have already noted. 
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Resumption if Specie Payments in I82I 

These conditions referred to were so serious that on F ebru
ary 3, 1819, the two houses of Parliament each appointed a 
Committee to inquire into the position of the Bank. These 
Committees, after hearing the views of bankers, publicists 
and others, recommended a gradual resumption of specie pay
ments. In pursuance of their recommendations an Act was 
passed unanimously in 1819 providing for the resumption of 
specie payments on May I, 1823. This date was anticipated 
by two years, 'the metallic basis again becoming effective 
May I, '1821. 



CHAPTER V 

The loint-Stock Banks 

I N 1697. Parliament evidently intended to give the Bank a 
~inual monopoly. since no other corporation of the nature 

of a bank was to be established thereafter by Act of Parlia
ment. However. this Act did not forbid the formation of 
joint-ttock companies for other purposes nor forbid them to 
undenake a banking business. Shonly thereafter a corpora
tion. called the Company of Mine Adventuren of England, 
illued circulating notes, and apparently in 10 doing was quite 
within itl kgal rightl under the Act of 1697. In 1708. to clear 
up this situation Parliament enacted, "That during the con
tinuance of the laid corporation of the Governor and Com
pany of the Bank of England. it shall not be lawful for any 
body politic or ,corporate whatsoever • • • or for any 
other penons whatsoever. united or to be united in covenants 
or pannenhips, exceeding the number of six penons, in that 
pan of Great Britain called England, to borrow. owe. nr cake 
up any sum or sums of money on their bills or notes payable 
at demand. or at any time less than six months from the 
borrowing thereof." 

A. the illuing of notel was at that time considered to 
be the YU'J essence of banking, this Act was popularly 
taken to forbid the organization of any other bank. In fact 
it only forbade the organization of banks of issue by 
Itrong corporations, but left the door open for any group 
of six penons or less, however irresponsible. to engage in 
banking and to issue note.. It was thUI that the great num
ber of mushroom country banks came into being whose fail
ure precipitated or accentuated commercial crises for more 
than a century and _"hose note issuel increased the redun-

[ 191 
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dancy of the currency during the period of the suspension of 
specie payments. 

By an Act passed in 1826 corporate banks of issue were 
pennitted if located more than 65 miles from London. This 
continued to be the law until 18« when Parliament deprived 
both private banks and joint-stock banks of the right of issue 
as explained in the next chapter discussing the Bank Act of 
18«. However, those actually in existence-viz: 72 joint
stock b'anks and 207 private bank~retained limited privi
leges of note issue. The law provided that as such privileges 
lapsed they'should accrue to the Bank of England. At the 
present time (1920) only six private banks and three joint
stock banks have issue rights and the aggregate authorized 
issues of these banks is only £334,820. 

In 1733 Parliament affinned the legality of joint-stock 
banks which issued cheques. The Bank of England had 
vainly endeavored to prevent the passage of such legislation. 
Steps were at once t'aken by JlQIles W. Gilbart and associates 
to organiz~ "The London and Westminister Bank." This 
banIfWas opened at 38 Throgmorton Street, with a branch at 
9 Waterloo Place. In its prospectus it was stated that the 
bank would receive current accounts and that persons who 
d~d not care to keep a balance might" instead thereof, pay to 
the bank a certain sum annually for the management of their 
account." Interest at the rate of two per cent. per annum was 
offered on sums ranging from £10 to £1000 received on "per
manent lodgment." No interest was allowed on the balance 
of a current account. 

In 1832 there were 62 private banks in London. In 1834 
the num,ber of private country banks and branches thereof 
in England and Wales was 638 and there were 45 joint-stock 
banks. Therefore. at or about the time of the organization 
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of the London and Weltminner Bank. there were in England 
about 745 banb and banking offices in addition to the Bank 
of England and ill U branches. We are without inronnation 
as to the relO\O"c:e. of these banb. other than the Bank of 
England. It is of interen to note that Barclays Bank. which 
absorbed the London and Westminster in 1918. had according 
to a recent repon over 1400 branches. The joint-stock banb 
of England and Wales now number only"about 22 and the 
private banu 7-Iay. about 29 in all-but they have in the 
neighborhood or 6.300 branches. Thi. great decrease in the 
number of banu and increase in branches is due to the policy 
of bank consolidation. which hal been a marked feature of 
Engliah banking for 10 many yean and especially during the 
last two or three yean. On December 3 I. 1919. the total re
sources of the joint ... tock banks of England and Wale. were 
about £2.300 niillion. Of these van resources. £1742 million 
-uy. 76 per cent._ere held by five great banb. In 
alphabetic sequence, these banka. their liabilities and equiva
lent resources on December 31. 1919. were at follows: 

THE "BIG FIVE" JOINT-STOCK BANKS 
10 Mi1Iiou Sterlin, 

Capital 
Accept- Depoeita 

ancee and (inc. Un-
and £Odor!. divided 

Name Rmerwe menta Pro6ts. etc.) 
Darday •.•• 15,8 13.6 296.1 
Uoycll ... 19.1 32.1 325.9 
Loadoa Co., Wsminater 

and Pan'. ..... 17.3 23.7 305.8 
Loadoa Joint Oty and 

J.lidla.nd • . . ... 16.8 29,0 373.0 
National Provincial and 

Unioa ... . . . . ~ ~ ~ 
84,0 104.4 1553,2 

Total 
Liabilitiee 

325.5 
377.1 

346.8 

41~.8 

'73.4 
1741•6 



CHAPTER "I 
The Bank Charter Act of 1844 

BEFORE taking up the consideration of the legislation of 
1844 we may make note here, for the sake of the record, of 

some items of importance in regard to the Bank. The liabil
ity of the stockholders of the Bank of England is limited to 
the amomit of their stock. In 1722 the reserve fund or Rest 
was established, never to be allowed to run below three mil
lion pounds. This added to the strength of the Bank and 
made it possible to equalize dividends which theretofore had 
fluctuated greatly. In 1751 the administration of the debt 
was entrusted to the Bank and in 1826 the Bank was given 
authority to establish branches; of these, there are now ten, 
located respectively at Birmingham, Bristol, Hull, Leeds, 
Liverpool, Manchester, Newcastle, Plymouth, and the West
ern and'Law-Courts Branches, London. The notes of the 
Bank were made a legal tender in 1833. 

Bank Statements in England 
1:,ln 1833 the Bank was required to render weekly state

ments to the Chancellor of the Exchequer, which statements 
were to be consolidated and published every three months in 
the London Gazette. The statements published by the Bank 
are very meagre and do not give one a complete view of its 
affairs. For comparison of one period with another, too, they 
are of little value, as it is the practice of the Bank to reduc~ 
the amount of its securities and deposits by any borrowing 
which it carries out and as it probably makes other adjust
ments which are not of public record. After 1875 it discon
tinued publishing the amount of discounted bills which it 
1941 
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held. After 1877 it ceased publishing the London bankers' 
balance .. After 1880 the separation fonnerly made between 
notes iasued by the branches and in London was no longer 
made. To an American banker accustomed to the rigid 
.upervision given to the affairs of the banks of the United 
Statea by State and Federal governments and to the lime
light of publicity which i. turned on the affairs of our banks 
the lack of such supervision in Great Britain and the failure 
to require publicity is a surprise. It is because of such failure 
to enjoin any unifonn system of accounting or of reporting 
that it ia 10 difficult to make a really thorough and scientific 
study of English banking. Apropo. of this the London 
EcOftofJI'" in its Banking Number i.sued May 17, 1919, says: 
"The figure. published weekly by the Bank are at all times 
full of snare. for the unwary investigator, and are more so 
than ever in wartime, owing to the very complicated business 
that has to be done by the Bank, and the consequent cross 
currents that are concealed behind the inarticulate reticence 
of the item. in its return. Any future historian who reliea too 
cloaely on the Bank'. figure. for infonnation is thus likely 
to Sounder up to hi. neek." 

Th Bad Chart" Act if I811 
Recurrent commercial crise., and especially the crisis of 

183&'1839 which brought the Bank to the verge of ruin, led 
Englilih bankers and economists of the time to make ex
haustive studies of the causes of such events. The rule which 
had been fonnulated by the Bank for the conduct of its 
business was as foltows: First, the reserve kept, composed 
of bullion and of securities, was to be equal to its liabiijtie •• 
Second, the regulation of the note circulation was left to the 
public through the natural movement of the foreign ex-
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changes. Third, whether the demands on the Bank came 
from at home or abroad, it was to maintain a metallic reserve 
equal to one-third of its liabilities. This supposed rule it was 
difficult invariably to observe. In fact it was often broken. 

A heavy drain of specie in 1839 carried down the reserve 
to a nominal amount. The condition of the Bank became 
so serious that it was only saved from failure by the use of 
heroic measures the most important of which was a large 
loan from the Bank of France which had been founded in 1800 

. by Napoleon. 
It was evident to the tho;ughtful banking men of the day, 

and to other students of finance, that steps must be taken to 
safeguard the Bank's reserves in future. It was desirable also, 
if possible, to stop these recurring periods of distress in the 
business world. Following a customary English method for 
dealing with difficult problems, 'a parliamentary committee 
was appointed to examine into the caU$es of the trouble and to 
suggest a remedy. This committee sat for over five years and 
asked more than 14,000 quest,ions without reaching any defi
nite c6nclusion or even presenting a report. Finally Sir 
Robert Peel, then Prime Minister, decided that it was time 
tOI pring matters to a head. Therefore, taking advantage of 
a clause in the law which empowered the' Government to sus
pend tbe Bank's charter in 1845, he brought forward a bill 
which became the Bank Charter Act of 1844. 

Convinced that the source of the trouble was due to over
issues of currency, he sought to devise a plan which would 
cure this evil. He proposed to take away from the private 
and joint-stock banks the right of issue and to concentrate 
all such rights in the Bank of England. Further to guard 
against over-issues he proposed that, save for a minimum 
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arr.ount, all issuea of the Bank should be covered by an 
equivalent amount of specie, especially reserved for their 
redemption. 

PrwilionJ of 1M Act 
The Jaw based on these propositions provided as follows: 
I. After August 31, 18.., the Bank of England was to be 

divided into two depanments, the issue depanment and the 
banking depanment. Securitiea to the amount of £14,000,-
000, of which the perpetual Government debt of £ 11,000,000 
Wat to fonn a pan, were to be transferred to the issue depan
ment o aoo all the gold coin and gold and silver bullion not 
needed in the banking depanment. The issue depanment 
Wat to give back to the banking depanment an amount of 
notea equal to the securities, coin and bullion so transferred 
to it. It Wat provided that the silver in the issue depanment 
should never exceed on~founh of the gold. 

2. The limited rights of issue continued to bankers al
ready having such righu, at they lapsed, were to the e~tent 
of two-thirds thereof, to reven to the Bank. Thus it i. that 
today the Bank has a right of issue against securities of 
£.4..4S0.000 in exce .. of the original £14,000,000. 

3. The Bank Wat exempted from all stamp duties on its 
notes. In lieu thereof it Wat to pay the Government a lump 
.um of £180,000 a year . 

.. The Bank Wat obligated to buy .tandard gold when
ever offered to it. giving in payment its note. at £3 17s 9d 
per ounce. 

5. Weekly accounts in •• pecified fonn were to be sent to 

the Government and published in the Loftlloll Cauttl w~kly. 
instead of quanerly as required by the Act of 1833. 
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This division of the functions of the Bank into two depart
ments has been severely criticized' as arbitrary and unsclen
·tific. 

Suspensions of the Act 
The result of the legislation was to put the management 

of the Bank.in times of crises in a strait-jacket, as far as notes 
were concerned, from which they could escape only by special 
enabling legislation by Parliament. This has been had four 
times in the history of the Bank-in 1847, in 18S7;in 1866 and 
in 1914. The mere fact that additional notes could be issued 
has of itself, in each case, been sufficient to allay the fears of 
the business community. The increase made ill the amount 
of uncovered note issue in the earlier periods was trifling, 
while in the last instance an important increase was made 
unnecessary by the issuance of the Government Treasury 
notes. As a matter of record it may be noted that for a couple 
of days while Treasury notes were being printed there 
was an excess fiduciary issue -of Bank notes amounting to' 
£3,043;600. ( 

Under the Federal Reserve Syste\Il of the United States 
and of the Continental state banks, notes are created and 
isshed on the security of discounted bills and on the specie re
serve. Thus theoretically the volume of notes is responsive 
to the requirements of business, expanding and contracting 
with the periods of activity and quietude. On the contrary, 
'with the Bank of England the note issue can only be in
creased against the deposit of specie in the issue department. 
As the bank carries substantially the entire specie reserve, 
such deposits can only be made by the withdrawal of gold 
from the banking department, thus weakening the reserve 
against deposits and therefore the confidence of the business 
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community jUlt at a time when the contrary conditions should 
prevaiL Therefore there i. a growing feeling on the part of 
many banken that the two departmenu of the Bank should 
be merged and the note issuing powen modernized. 

However, in time. of great stress, .uch as the world has just 
been palling through, the best or .ystem. tends to give way 
to emergency measure. which cannot be derended on any 
principle or lOund banking. The Bank or England hat come 
through the Itonn in .trong condition and has done yeoman 
service in upholding the hand. or the Government and or the 
bUliness community. Thil doel not change the ract that 
upon a return to nonnal condition. it may be wise definitely to 
repeal the Act or 18 ... in ravor or a 'Yltem based upon banking 
experience gained .ince that time. 



CHAPTER VII 

The Government of the Bank 

T HE method by which the Bank of England is governed 
is so unique and so different from that observed in con

nection with any other bank that it" will be of interest to 
consider it in some detail. The bank is governed by a board 
of twenty-four directors, a Governor and a Deputy Governor. 

The Directorate 

The Board of Directors is self-electing. In theory, a certain 
portion go out annually, remain out a year, and are subject to 
re-election by the proprietors, but in fact they are nearly al
ways re-elected after a year. This has been the unbroken 
practice for many years. When a vacancy occurs by death 
de resignation it is filled by an election by the board. It is. 
the practice in electing new members to choose young men, 
usually men connected with old established mercantile finns 
of London. The status which is given by an election to the 
board, both to the individual who fills it and to the finn of 
merchants to which he belongs, is considerable. The selection 
of men to receive this honor is made with great care for a 
reason which will now be stated. 

The Governor and Deputy Governor 

The offices of Governor and Deputy Governor are given 
in rotation. The Deputy Governor always succeeds the 
Governor and usually the oldest director who has not been 
in office becomes Deputy Governor. Occasionally, for 
200] 
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• pecial realOn., the election for the Deputy Governor is not 
alway. made in rotation, but except in rare cases a director 
mu.t aerve a. Governor and Deputy Governor about the time 
when hi. tum comes. On the other hand, he will not be asked 
to .erve much before hi. tum. It i. usually about twenty 
year. from the time a man i. fint elected a director before he 
arrive., aa it i. called, "at the Chair." Because it is important 
that the men who fill the offices of Governor and Deputy 
Governor .hould .till be in the vigor of life, the choice of new 
directon i. alway. made from among young men. It might 
be feared that .uch a coune would place upon the Board men 
who would be overambitiou. or would take chances which 
older men would not take, but the danger of luch a happening 
it overcome by the fact that lOme of the directon retire 
annually. By courtesy it i. alway. the young directors. 
ThOle who have aerved a. Governor alway. remain. There
fore the young part of the Board i. the fluctuating part, and 
the older part i. the permanent part. The younger men, 
therefore, have but little influence. 

Tnt Commit/tl of TrtlZmry 
At a further provision against any immature methods of 

handling the aJfain of the Bank, the older member. of the 
Board form a .tanding committee of indefinite powen. This 
it called the Committee of Trealury. No precise description 
baa ever been given of the powen which thi. committee exer
aiel. They appear to be of a general lupernlOry nature and 
in particular to control the relationl and negotiationl between 
the Bank and the Government. 

By immemorial wage, the director. of the Bank of Epg
land cannot be themselves professional banken. In the 'old 
times every bank waa lupposed to be more or lea. in opposi-
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tion to'every other bank. Therefore it was not thought wise 
that any London banker should have a chance of being a 
Bank director and no banker today would think of being 
such a director. However, this does not prevent the selection 
for directors of men who are connected with merchant 
banks which do not receive deposits payable in small sums 
or on demand. . ' 

The OJlicers 
In the Bank of England there is no fixed executive. The 

Governor and Deputy Governor who form the executive, as 
a rule change every two years. They ~re expected to be con
stantly present at the bank, to see all applicants for advances, 
to carry on the almost continuous correspondence between 
the Bank and its largest customer, the Government, and 
to bring all necessary matters before the Court of Directors 
or the Committee of Treasury. In a word, to do very much 
the same as falls to the lot of the manager in most companies. 
There are, of course, permanent heads of departments, and 
it is understood that during the war some important new de
partments were created. While these men have high standing 
in the Bank and much authority in their respective depart
ments; yet they are essentially subordinate .. No one of them 
is like the general manager of an ordinary bank. 

A changing management, such as the one by which the 
Bank is governed, would not be thought of in connection 
with any other corporation. It also seems strange that 
traiiled bankers should be excluded from the Board of Direc
tors of the Bank which up to the present time has been ad
mittedly, in a sense, the reserve bank for the world's com
merce. 



Tk Court and Committttl 
The directon of the bank, together with the Governor and 

Deputy Governor, twenty-six penonl in all, are known as 
"The Court." They meet once a week and usually lit for 
a very .hort time only; say, from about eleven or twelve 
o'ctodt until one or one-thirty. It has been said that if they 
were to .it for four houn there would be a •• panic solely from 
that." 

The Court of Direc:ton is divided into certain committees. 
In addition to the Committee of Treasury already described, 
there is a Committee of Daily Waiting. a Committee for Law
luitl and the Management of Branch Banks, a Committee 
for the House and Servants and Oerkl, a Committee of In
.pec:tion for the Cashier'1 Office and a Committee of Inspec
tion for the Ac:c:ountantl' Office. In addition to these com
mitteel Ipecial committees are from time to time appointed al 
oc:c:asion may require. 

The Committee of D311y Waiting consilts of three direc:
ton in rotation from the whole body. Their attendance i. at 
II :30 daily and they are required to remain until all that part 
or the bu.inUl of the day which il ulually referred to them is 
concluded. All billl ofFered for discount in London are IUb
mitted to thil committee and all bills discounted at the 
country branches, except local bill., are .hown to them on the 
following day. They likewise have charge of all bullion not 
required by the cashien for daily wants. The duties of the 
other committees are evident from their titles. 

Tk Clmcal Mac/Un"y . 
The clerical machinery of the Bank is divided into 'the 

"Cuh Side" and the" Ac:c:ountadt Sid e." The "Cash Side," 
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which is under the immediate supervision of the Chief Cash
ier, comprises the transaction of all business where actual 
,cash is concerned, together with the necessary bookkeeping 
which it involves. The latter division, under charge of the 
Chief Accountant, takes cognizance of all matters of pure 
bookkeeping where no actual cash is concerned, such as those 
which relate to the national debt account, registration of 
bank notes and kindred work. 

The Bank has a large staff of employees for whose benefit 
there is maintained a provident society to promote life insur
ance among their members and the payment of annuities for 
widows of bank clerks and porters. There is a well appointed 
library and reading room. There is a physician in attendance 
who is called the Medical Officer. He looks after the health 
of the clerks and other employees. The clerical force of the 
Bank is employed on a strictly civil service or competitive 
plan. Men entering the Bank in their youth frequently 
spend their entire lives in its service. 

The Bank ButUing 
The building of the Bank of England is located in the 

heart of what is known as "The City," the corporate center 
of London now chiefly identified with the interests of city 
government and finance. In this section is the Mansion 
House, ~here the Mayor presides over the destinies of the 
city. Nearby is the Royal Exchange founded in the days of 
Queen Eliz~bet.h, and the Stock Exchange the traditions of 
which also date b'aclc. to the very early days. Lombard Street, 
the home of the goldsmiths and for many years the chief 
financial street in London, is nearby. The head offices of the 
joint-stock banks and of ihe great private banking houses are 
not far away. \ 
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The entrance to the bank i. rrom Threadneedle Street 
through a large arched gateway which leads into a quad
rangular court rrom which communication may be had to aU • 
pam or the building. Thi. court i. guarded by a porter 
arrayed in bright crimson and gold lace and bearing a .tafF; 
while the bank mellengea are dre.sed in swallow-tail coats 
or a delicate l'almon color with .ilver buttons, flaming scarlet 
waistcoatl, black trousen and high .ilk hats. 

In the baaement or the bank are barracks wherein 36 
.oldien are quartered rrom 7 o'clock every evening until the 
nat morning. Thi. cu.tom arose at the time or the Lord 
George Gordon rioll in June, 1780, when the bank was threat
ened by a mob. In addition to the .oldier. there is a body of 
watchmen well trained in the use or the ample arrangements 
provided ror in case or fire. 

The building covers about eight acre. or ground. The first 
.tone waalaid in 1732.. It i. erected around nine courtyards, 
the large.t one or which has a .ubstantial amount or green 
sward with one or two beautirul elm tree. and some shrubbery. 
There i •• lso a rountain playing beneath the trees. For the 
fint rorty years or ill exi.tence the Bank was domiciled in the 
hall or the Grocers' Company, but in 1734 moved into the 
present building. In the great hall or the bank building there 
ia a .tatue or William III, in whose reign. it will be remem
bered, the bank was rounded. 



CHAPTER VIII 
The Scotch and Irish ;Banks 

I N what goes before we have confined our studies to the 
status of banking, to use the words of one of the Bank 

Charter Acts, "in that part of Great Britain called England." 
The first notice of banking in Scotland which occurs in 

the statute books is an act of King William III passed in 16<)5, 
under which the Bank of Scotland was established. The 
Bank of Scotland remained the only bank in Scotland until 
the year 1727. At the date of the latest available reports 
(December, 1918) there were eight joint-stock banks in Scot
land with 1,249 branches. These banks had 'total resources 
of £273,658,000. Their combined note issues on December 
31, 1919, amounted to £28,705,345, c;omparing with £7,744,-
000 December 31, 1913, an increase of £20,961,345. 

The Bank of Ireland was established in 1783. Its privi
leges resemble those of the Bank of England. At the close 
of.1918 there were nine joint-stock banks in Ireland with 848 
branches ~nd combined resources of £175,739,000. The out
standing note issues December 31, 1919, were £30,532,435, 
comparing with £8,074,000 December 31, 1913, an increase 
of £22,458,435. 

Note Circulation-How Regulated 
The bank note circulation of the Scotch and Irish banks 

is regulated by the Bank Acts of 1845. These Acts authorized 
the Scotch banks to make uncovered, or fiduciary, issues fixed 
at an aggregate of £3,087,209. As a result of the failure of the 
Western Bank of Scotland in 1858 and of the City of Glasgow 
Bank in 1878 the'"authorized fixed issue was reduced and is 
now £2,676,350. The Irish banks were authorized to make 
206] 
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uncovered u.ues fixed at an aggregate o( £6.J 540494- There 
hat been no change in thia authorization. 

The Scotch and Irish banb may increase their circulation 
to any extent in accordance with the public demand, pro
vided that they have gold or silver at their principal places o( 
u.ue to an amount not less than the amount o( .uch increase. 
The amount o( silver against which notes may be issued must 
not exceed " one-(ounh pan o( the gold coin held." 

The amount o( notes which may be outstanding against 
.pecie ia determined by averaging the note issues and the 
lpecie cover every (our weeb. Thi. provision o( the law 
makes it possible temporarily to increase note issues without 
correspondinC cover. 

The lpecie held in Scotland and Ireland does not (orm a 
lpecialsecurity againlt the note circulation. It ia an asset 
held against the general liabilities o( the issuing bank. It will 
be remembered that in the case o( the Bank o( England the 
.pecie securing the notes in excesl o( the 6duciary u.ue i. held 
in the issue depanment IOlely at a reserve (or the notes issued 
against it, while no notes can be u.ued, (or ever 10 brier an 
interval, unlea the lpecie ia actually on deposit. 

By the term. o( the Currency and Bank Notes Act o( 
August 6, 19140 the note issues o( the Scotch and Irish banks 
were made legal tender and authority Wat given to lubstitute 
the Government Trealury notes (or lpecie at a cover (or notel 
u.ued in excea o( the authorized fixed, or 6duciary, issues. 
By a royal proclamation made in December, 19190 the legal 
tender Itatus Wat withdrawn (rom Scotch and Irish bank notes 
to take effect rrom January I, 1920, and the pre-war .tatu. 
restored, but no change wal made in regard to the provisioD 
whereby Government T reatury Dotes may be used as cover (or 
the note issues in excea o( the fixed, or fiduciary, total •• 
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Tables 

NATIONAL DEBT 

United Kingdom-Great Britain & Ireland 
Approximate Amount-March 31,1920 

For further details Bee Dumbered descriptive DOtes foUowing table 

000 omitted 

Interest Redeemable 
. Title of Loan Rate Payable «Payable 

FtnmBDDBBT 
I. CODSOlidated Stock • 2M 5 Ja.. Ap., Jy .. Oct. Mter 5 April, 1923 
2. Annuities 2K 5 Ja., Ap., Jy., Oct. After 5 Jan., 1905 
3. Annuities • • • 2M 5 Ja., Ap., Jy., Oct. After 5 Jan., 1905 

Out-
standing 

£ 
279,764 

2,689 
21,528 

----
Total Consola t30I,400 

.. Debt to Bank of 
Eng1and ••••• 2M Perpetual II ,015 

5. Debt to Bank of 
Ireland ••••• 2M Perpetual 2,630 

6. ToW F.ff1k4 Deb, 315,000 
7. TerminableAnnuities 

-Estimated Capital 
Value .••••• 20,000 

8. UNPUNDBD DBBT. 
9. Ways and Means 

Advances ••••• 204,900 

10. War Loan • 3M I Mar. and Sept. r '-·· .. "1 
62,700 

On I MaI.,I9.8 

II. War Loan • 4M I June and Dec. ~ter ~ ~:: ::~ 13,000 

12. War Loan , I June and Dec. 
After I June, 1929 

5 On I June, 1947 1,949,300 

13. War Loan • 4 IS April and Oct. After IS Oct.. 1929 6 00 
On IS Oct., 194' 2.3 

Carried forward 

tTotal correct--itema appnmmate. 
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NATIONAL DEBT -Continu,d 

United Kingdo~reat Britain & Ireland 
Approsimate Amount-March 31, 1920 

r. ftanIIor ...u. _ ..... bend "-ripCift -.. foUowI". table 

_omitted 

TIUe fllaa ~ Jledeemable .... ..,.bIe ar Payable 

(209 

0.. .. 
IIaadIDI ............. £2,607.000 

Na"'-lw ...... 
14- ..... IilorI.- • I AprIl UId Oct. OIl J Oct.. 11122 

..... 1ilorI.- • • I AprtI UId Oct. OIl I Oc:t.. 1110. ........... • • April UId Oct. OIl • Oct •• 11107 ........... 4 I AprIl UId Oct. OIl I Oct.. 11107 
... a-d ..... • • April UId Oct. OIl I Apr •• 11103 .......... • • April UId Oct. OIl • Apr .. 11105 ........... • • AprO UId Oc:t. OIl • Apr .. IPO' ............. 4 • AprO ud Oct. OIl I Apr •• Ipoa .,501.100 
,. TIIIrd ...... • I 14 ... UId IIep& OIl .1iepL.IP03 

TIdnI ...... • • 14 •• UId Iep&. OIl • Sept..IPOS 
TIdnI IilorI.- • • ..... Uldlep&. OIl • 1iepL.IPO' 
TldnlIilorI.- • 4 • 14 ... UId Sept. OIl • 1iepL.lp •• 

n. r-u. ..... , • rell.UldAlq. OIl • Peb .. IP" 
r~ IilorI.- • I rell.UldAlq. OIl I Peb •• IPap 
r~ ..... 4 I rell.UldAlq. OIl I Feb .. IPap 

II. r...su., laa • 4 I Ma"UId Not'. {~ IMa,..I~} 4OP.100 

• 
I Ma" •• _ ... ~ ....... 4 I 14 •• UId Sept. AIt.rI6 • Sept..IPao JSP.soo .o. &aJaeq_ ...... , •• J .... UId Jill" .. "'---1 ~ ...... • I J_UId Dec. OIl .6 Dec.. IPao .................. • • AprIl UId Oct. OIl ,Oct. •• P" ,IP,IOO 

~ ...... • I AprIl UId Oct. Atw • Oct. •• DID 

~ ........ OIl I AprU.III'I. ," • rell.UldAlq. 
{. Peb ••• D2S Bat __ (ao) 

••. T-.,. JIIIII • • • 1 •• 07_ 
... W ...... c:..ua. - ....... 174,100 

'10 0tIMr CaaIftaI 
LIatIIII&Ioa. • • • • 4/,JOO 

Tocal ~ Debt CCantod foowud) U,6SJ.Soo 
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NATIONAL DEBT-Continued 

United Kingdom-Great Britain & Ireland· 
Approximate Amount~March 31, 1920 

For further details see numbered descriptive notes following table 
000 omitted 

Interest 
Rate Payable • Title of Loan 

Internal Debt brought forward 

External Debt 
a4, To United States 

Govt. 14.:>12,835,993 
:>5. Anglo-French Loan 

1500,000,000, half 
taken Into account • 5 IS April and Oct. 

26. Five Year Secured 
Notes, '1340458,000. 5~ 1 May and Nov. 

a7. Three Year Conv. 
NOtes,IOI,600.000, 5~ I Feb. and Aug. 

a8. TenYearConv.Bonds 5~ I Feb. and Aug. 
'1480400,000 

a9. Twenty Year Gold 
Bonds $143.587.000 • 5~ 1 Feb. and Aug:' 

30. Other Debt Created 
under War Loan Acts 

Total External Debt 

31. Grand Total Direct Debt 
32. GUARANTEED LoANS 

Guaranteed Stock 
(created under Irish 
Land Act, 1903) • 2K% Ian. ,and July 
Guaranteed Stock 
(created under Irish 
Land Acts, 1903 and 
1909). . . .. 3 Ian. and Iuly 
Loca\ Loans Stock 3 5 Ia., Ap .• Iy .. Oct. 
Met. Police Deb. 
Stock. 3 Ian. and Iuly 
Egyptian Government 
Guaranteed Loan 3 Mar. and Sept, 
Greek Guar. Gold 
Loan of '98 .. . . 2~ April' and Oct. 

Guaranteed Loans forwarded 

Redeemable 
or Payable 

On IS Oct .. 1920 

On I NOV.,I92I 

On I Nov., 1922 

On I Aug., 1929 

On 1 Feb .. 1937 

After 1 Nov.,1933 

After 3 Dec.. 1939 
After Apr., 1912 

On 1 Iuly, 19.0 

At any time 

Redeemable at par 
by annual drawinga 

Out
standing 

£6,653,500 

866,831 

51.400 

a7,633 

ao.883 
30,504 

a9.514 

'92.035 

£1.318.800 

£7.9720300 

57 •• 13 

45,'29 
77,058 

450 

6,.88 

4.3°0 
£190,538 
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NATIONAL DEBT-Continutd 

United Kingdom-Great Britain & Ireland 
Approzimale Amount-March 31,1920 

............... __ bend da7lptlft _ rolJowial table 

_ollllue4 

~ 
Tldeofl-a Jtata Payable 

~o.... .......... r ......... 
.. aarItI .. It.odI. '-' G_. bJo .... 
c-........ , • J ....... J ... ,. .... Gon. Gt.oL .............. .H • ... ,. .... N ..... 
T..--a Goor\. Gt.oL 
1kadI ••••••• , ... .,. .... N ..... 

T..--a Goor\. Gt.oL 
1kadI. • • • • •• 3 • J- .... Jul,. 
1'1Irb* c;-... 
I-a . . . . . .. 4 I .eb. .... Au .. 

Redeemable 
01' Pa,able 

00 • J ..... 1040 

{~w • ".II.IO"} 
1".II.IDS3 

00 I J"'", 1051 

IISS 

[ 211 

Out. 
etaDdiDI 

·£'VO.538 

600 

3.500 

".-. .-
,.815 

£1.110.751 

I DESCRIPTIVE NOTES 

- ...... ·-~ ...... I-u 
T ... _ o.-I_~ ...... " a-,,!a" 

.. C-.DATD &Jaar ...... c-.r.Ia. • I. tile ....... of PartI_ 01 1751-. •• 
80S _ ...... -alclall ... 6ft 418_ ......... CIOftaIII .... Iu. 1010 _ 
10111& _ of J" ...... 1I... 1be _ u_ wIlIdl tile 10_ 01 &bae ...... 
_ --.s _ ........ 10 tile .... Id ... ruad ea. 01 .. bleb tile UDuJU. __ 
-.de .. ,able r ... Ja .. 04. u, •. ThI8 ... tile orilla 01 tile,,, c-alldatecJ 
.... It ........... tile _n. ...... thai 11_ .. "CoaaaII." Tho.,...at ...... 
01 oJ('" -C-*-_ ............ tile _ 01 &he NatJoal 0.... (c:oa.enIoD) 
Ad "'..... Up 10 April S •• 110 I._ .... t tile .... ar J"4 .... UDam. aud 
... tile '4"" .ell ... wltll April S. 190.11 .... at tile .... '" '''"4. Siace that 
.... tho ............. 0~"4. aecs..-bIe at1JU 011 Dr af_ AprtJ •• ID'). I • .... __ ._ .. ~_.u.-. ........ !a .. .. "",.uwuma _ .... IIIIder tile Nau-J Debt COII ___ 01 S&odI Ad. II"" 

.. oJ('" AInIum_ ....... I. laU for tile _ 01 nd-"'a Soalh s.. ltac:k 
.... --- old J" ...... ..... 



BANKERS TRUST COMPANY 

4- DEBT TO TIlE BANE oP ENGLAND:-Perpetual loans made in c:oDSideratlon of 
franchise as foUows:-

£ £ 0rigiaaI Capital: 
1694: Act 5 8< 6W. and M.C20 
1708: Act 7 Anne, c 7 • 
1742: Act IS G. 2 C 13 • 

1.200.000 
400.000 

1.600,000 

Capital purehased of the South Sea Co. 
1721: Act 8 G. I. c, aI (residue of capital of £4,000,000 

purehased of the South Sea Company). , • 

1716: 

1727: 
1728: 
1746: 

Other Advances to Government: 
Act G.I e.8. Balance of £.,000,000 of Ezdlequer 

Bills cancelled • • • • • • • • • • 
I G.a c.8, Advance to Government 
2 G.a C.3, Advance to Government • • • • 
19 G.a c.6. Exchequer Bills delivered up to he 

cancelled. • • • • • •• ••• 

3.aoo.000 

3.328,300 

500.000 
1.750.000 
1,250,000 

986,800 

£11,015.100 

5. DEBT TO TIlE BANE oP IRBLAND:-PeI]letualloans made in consideration offran
chise as follows: 

1782: Act 2I 8< 22 G,J e.I6 (Irish) (Irish Currency, £600,000). 
1797: Act 37 G.3 e.50 (Irish) (Irish Currency, £500,000) • . 
1808: Act 48 G.3 e.I03 (Irish Currency, £1,250,000) • • 
1821: Act 2 G.4, e.72 (Irish Currency, £500,000) • • • 

£ 8 d 
553.846 3 I 
461,538 9 3 

1,153,846 3 I 
461 ,538 9 3 

£ • .630,769 4 8 

6. TOTAL FUNDED DEBT:-The above described issues, 1-5 inclusive, are known as 
the Funded Debt. The interest is a charge on certain definite forms of taxation, 
and is included in the permanent or fixed aonual charge. See also page !140 

7. TIIRMINABLE ANNUtTIss:-These aonuitles were created under different acts 
dating from the time of George IV. 

8. UNFUNI>ED DEBT:-All debt, except the Funded Debt and the Terminable An
nuities, Is technically known as Unfunded Debt. 

9, WAYS ANn MEANS AnvANCss:-These are book advances made by the Bank of 
England for short term.. See tert page 4a. ' 

10. 3~% WAR LoAN:-Originallssue, £350 million. Issued in Nov" 1914 at 95%, 
Inscribed stock; or bearer bonds in denominations of £100, £500 and £1,000. 

II. 4~% WAR LoAN:-Original Issue, £900,857,691. Issued June 2I to July 10, 
1915, partly for cash at par and partly [say, £.89,797,9211 in """""'- for 
"Consols" and 3~% war loan. The greater part of this Issue has been exchanged 
for subsequent war issues. Inscribed stock; or bonds to bearer in denominations 
of £100, £200, £500, £1,000 and £5,000. 

12. 5% WAR LoAN:-Original issue, £',07S,814,XI4. Issued Jan. XI to Feb. 16, 1917 
at 95 for cash and on certain terms in exchange for other previous issues. Receiv
able on certain conditions in payment of death duties. Stock and bonds and the 
dividends thereon are exempt from aU British taxation present or future provided 
they are in the beneficial ownership of a person who is neither domiciled nor 
ordinarily resident in the United Kingdom. Dividends are exempt, without 
regard to domicile, if the owner of the stock or bonds is not ordinarily a resi
dent of the United Kingdom. Inscribed stock; or bonds to bearer in denomina
tions of £50, £100, £.00, £500, £1,000 and £5,000. Interobangeable. 

13. 4% WAR LoAN:-Original issue £5.-\18,'50. Issued simultaneously with (12) 
at par in cash and on certain terms ln exchange for previous issues. Interest 
(dividends) exempt from British Government taxes other than super tax. For 
tax exemption in hands of foreigners see last clause (12). Inscribed stock; or 
bonds to bearer in denominations of £50, £100, £.00, £500, £1,000 and £5,000. In
terchangeable. 
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chequer Bonds may be registered either as inscribed stock or registered certificate. 
The 5% issue of 1920 and the 58 of 1922 are receivable in payment of death duties. 
the 58 of 1922 will also· be received in payment of exce8II profit duties and muni
tions exchequer payments on the same conditions as those attached to the National 
War Bonds. The holders of 5~% issue due 1925 may give notice during the 
month of Jan. in either of the years 1921. 1922 01" 1923 Iequiring repayment of the 
bonds at par on the 1st of Feb. in the year next suceeding that in which such notice 
Is given. Under no circumstances may notice once given be subsequently with
drawn. Tax provisions all issues. except the last. concerning which there appears 
to be no exemption. same as item (18). 

21. TREASURY BILLS~ April 14. 1915. a scheme was put into operation under 
which the Bank of England was prepared to receive applications daily for Treasury 
bills to mature at various dates up to twelve months after date of issue. but the 
sale of such bills was suspended on Jan. 3.1917. On March 30.1917. the sale of 
bills by tender was resumed. but the last issue under this system was made on 
June 15. 1917. and was repaid June 15. 1918. while on June 18. 1917. the method 
of daily sales at fixed rates was reverted to. and was continued until May 30. 1919. 
when sales were suspended for some weeks. On July 15. 1919. bills were again 
placed on sale and are now (May. 1920) issued with a currency of three months. 
See also pages 98. and 226 and Index. 

u. WAR SAVING CERTIFICATES>-The issue of these Certificates was commenced 
Feb .. 1916. at the rate of ISS 6d. for every £1 certificate. repayable at par free of 
Income tax in 5 years from dates of issue. See also page 25. 

23. OTHER CAPITAL LIABILIDES>-These comprise sundry liabilities under the Tel ... 
graph and Telephone acts. Public Works acts. Military Works acts, and sevem1 
similar acts. 

25. 

DEBT TO THE UMITED STATES GoVERNMENT>-The British Finance Accounts do 
not give details in regard to this indebtedness. The report of the Secretary of 
Treasury of the United States presented to Congress on Nov. 20. 1919 states that 
the total advances of the British Govt'mment to Nov. 15. 1920 aggregated 14.277.-
000.000. A letter of the Secretary of the Treasury to the Senate dated March 13. 
1920 indicates repayments of $64.164.000. The accrued unpaid interest to 
March 10 was reported to be $211.828.890. 

ANGLo-FaRNCR LoAN>-This Loan for $500.000.000 offered in New York. Oct. 14 
1915 at 98. It is a joint and several obligation of the Governments of the United 
Kingdom of Great Britain and Ire1and. and the French Republic. Principal and in
terest are payable in New York City. in United States gold coin without deduction 
for any present or future British or French taxes. Coupon Bonds in denomina
tions of $100, $500 and $1,000 may be registered as to principal Registered 
Bonds in denominations of $1.000 $10.000 and $50.000 and authorized multiples. 
Coupon and registered bonds interchangeable. Convertible at the option of the 
holder on any date not later than April IS, 1920 or (provided that notice be given 
not later than April 15. 1920) at maturity par for par into 14·25 year joint and 
severa14~% bonds of the Governments of the United Kingdom of Great Britain 
and Ireland and the French Republic.· Such 4~% bonds will be payable principal 
and interest in United States gold coin in New York City free from deduction for 
any present or future British or French taxes. They will mature Oct. IS. J940. 
but will be redeemable at par and accrued interest in whole or In part on any 
interest date not earlier than Oct. IS. 1930 upon 3 months notice. 

SECURED DOLLAR NOTES>-Part of an original issue of $150.000.000 made in 
. New York Nov. I, 1916. principal and interest payable in New York in United 
States gold coin or at the option of the holder in London in sterling at the fixed 
rate of $4.865 to the pound. Free of any British taxes present or future. Redeem
able on 30 days notice from Nov. I. 1919 to Oct. 31, 1920 at 102. and interest 
and from Nov. I. 1920 to Oct. 31. 1921 at 101 and interest. Secured by pledge 
with the Guaranty Trust Company of New York of securities approved by Messrs. 
J. P. Morgan & Co. having a market value of 20% over the par value of the notes 
outstanding. The Government may sell the collateral at any time and apply the 
proceeds of sale to the retirement of the notes by purchase or redemption by lot. 
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n. J.VaAIl CONY.om .... N ..... ~looued Ia N_ Vork. Oct. '3. 1910 at 9S and 

II........ 011_ I. _iaactloa .Ilil 10 ,.sr _ .. ertible boBdo (28) '250.000.000 

~.:!I·V2:r."~':~S:!:: =·:-":!.·!i~t 1:=,:,'1:'.'::'!"i:.Iti::~ 

••• 

... 

,., 

__ or future. COIIwnlbl. at the optloa 01 the bold ... at par and Inte .... Into 
Nati ..... W .. ~ ao..u fourth _eli (17', 1terI1 ... ezcbaDce bei ... computed '01' tIM.....- 01 ___ '" tIM 6sed ra&e0l'4-30 to the pound. Conyenioa 
_,. 1M made at a.,. U_ prior to Hoy. II, 10". DOtice to be Illven prior to Sept. I, 
'0". 01 I_U_ 10 CODftft. Tbe _yertln. DOte holder .,111 be entitled to 
~"" "3' •• prilldpal alllOUllt 0I.1Ida Natloaal War BoncIJt ror ",000 or prilldpal __ .. rnedered. 

•• Vue C ........ nllLll Gout Bmme>-Ofl' ...... III N_ Vork with (27) Oct. '3, 
10'0. '" 96" aad 1..- Prllldpal aad In_ pa,..ble In N .... Vorkln United 
Soa_ IIOId CICIi •• r .... 01 aay Britiob -.. p_t or rutu~. Coupoa boruI. III 
_1_tIoao 01 '.ao, hoo. ".000, _i~ u to prilldpal. Convertible., 
.. , ,, __ 10 Feb. I, '9290 For &erma and CODditloal .... above, No. 06, 

.... Van Gout BmIM:-'-ued Feb. r. '010 In ""banae for • year oec:ured notea 
01 the United IClnadOlll whleb _tured on that date. Principal and In_ 

C~~ J:eN:; 1v..~~I:'~.~~ ...... J~t::'': or ~~t~o~~~':u'= ~':.t~ 
""" •• _ aad "-. principal realoterable. Real~ boBdo ".000. '5.000 aad '.0-, __ and ftpotered boBdo IIlten:baDpable. 

Onrn 0.," C .... na UIft>_ Wn Lo •• Acr:-"Other debt I. taken to IlIdude 
all ......... ,_ nutoide thi. _lI&rY. with the a<eption 01 the lim Ame.laua 
Lou nu.d In N_b..-, '0.6. lind ... the Americall LoaD Act". ITIM An&Jo. 

t=: ~~~ ::~..:J:llh t:: ~~~'::".;~:,:::.~,~ mtM!': 
41 ...... T_.,. B,11e ooId I. N ... Vork. or &be IUrn ~inin. tbe MoffIltl,. 
__ ... March. 1000.01 the Loe<Jo. Joint Cit,. 6: Midland Bank mtI_ ....... 

~.:.~{..!::'-="=~.:::~=co;:!~~""t.~.:: 
"'totbe~in_ 

c...._ Tor.... ... o.allCT 0.,":-The authorlt, for thl. total and for "me 01 
tbe 1_ .. a table -'_ ill tbe '-loa ~,Apr. J, '000. _ 7.10. 

Gua ... Jn8D t..oa .. :-Aa.- IlabUlt.- III """""""- with th.-e .......... _tl,I _ III all tbe '_lID ..... are a cba .... U __ Il __ u .. 01 the .. t ...... 
• _ ........ .... ............. Tbe local "'111 are oecured by the _ or tba 
L«aI '-_ 'u_ wbicb aft ... ~ by local _UOIl. Tba lriab Laad Pur
dIuo ..... an MCUnOI br tIM lr1. LaIld Purcbue Funda. 
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DiPidends:--Cheques for dividends on inscribed and registered stocks are mailed 
to the owner. 
All business in regard to transfers must be conducted at the Bank of England 
or the Bank of Ireland in persou or through a hanker or other agent. The banks 
wlll not cany out any of these operations by correspondence. 

SINKING AND DEPRECIATION FUNDS 
5INJ<ING FuNos:-<J/d Sinking F"nd (38 and 39 Vict.) consisting of the surplus. 
if any. of income over expenditure for any year. of which the Treasury in the courae 
of the next financial year shall cause to be issued out of the Consolidated Fund. 
or the growing produce thereof, at such times during that year as they may from . 
time to time direct. The Old Sinking Fund is to be issued to the Natioual Debt 
Commissioners and applied by them in the same manuer as the New Sinking Fund, 
except that it may be employed in paying off advances made by the Bank of Eng
land or the Bank of Ireland in pursuance of Sectiou 12 of the Exchequer and Audit
Act. 1866. but not in paying off any loan boItowed under any Act to meet ways and 
means. 
N fJfD Sinking F"nd (38 and 39 Viet.) consisting of such portion of the permanent 
annual charge for the Natioual Debt as is in any financial year not required for 
the purpose of paying the annual charges. This is to be issued from time to time 
to the Natioual Debt Commissioners and be applied by them, within six months 
after the date of issue thereof, in purchasing. redeeming, or paying off anyone or 
more of the following descriptions of deht--aamely, Annuities (rlerpetual or termin
able) charged on the Consolidated Fund, and Exchequer Bonds and Exchequer 
Bills (whether held by the public or on account of the Exchequer, or sent into the 
Kank of England for payment); but the New Sinking Fund is not to be applied 
in paying off any advances made by the Bank of England or the Bank of Ireland 
in pursuance of Section I2 of the Exchequer and Audit Act, 1866, or in paying off 
any loan boItowed under any Act to meet ways and means. (See Application of 
Sinking Funds, below). 
An A,._il3I of £15,547 created under the Natioual Debt (Conversion of Stock) 
Act, 1884, to extinguish the increase in the nomiual capital amount of the National 
Debt due to conversion of 3 per cent. Stock into ." and .~ per cent. stock, and 
expiring in 1934- . 

:l~~etJk~: ~=J'~~,,*;5 'f!~l~c:, ~~:'..spp~:"~~':;' ~l:f!ta 
New Sinking FU\1ds), applicable to any securities issued under the War Loan Act. 
I914. or any Act extending or amending that Act or any other enactment authoriz
Ing money to be boItowed for the purpose of the present war in like manner as 
they apply to annuities charged on the Consolidated Fund. 
Deprt&ioliml F"nd far 4% lind 5% W .... LoaflS. (Items .. and 13.) The follow 
lowing regulations have been made by the Treasury respecting the Depreciation 
Fund for 4 per cent. and 5 per cent. War Loan. Under Section 3' of the Finance 
Act. 1917 =-(1) There shall be established a fund to be known as the .. DePreciation 

=~~:~'fon=F~j~::,ti~~e~~u;ssitl::~~~ ~~ll~ 
ury: (a) In respect of the six months from 17th February, 1917, to 16th August, 
1917, an amount equal to six-eights of I per cent. of the total nominal value of 
the Stock and Bonds of the 4 per cent. War Loan. 19*1942 and the 5 per cent. 
War Loan, 19'!>-I947, originally created; (b) in respect of each succeeding month 
an amount equal to one-eighth of I per cent. of the total nominal value of the 
said Stock and Bonds; provided that no payment shall be made to the fund in 
respect of any period during which the unexpended balance of the fund amounts 
to £10,000,000. (3) The moneys standing to the credit of the DePreciation Fund 
shall be applied from time to time by the National Debt Commissioners in the 
purchase of Stock or Bonds of 4 per cent. War Loan, 19'11-194', or 5 per cent. 
War Loan, 19'!)-1947, whenever the market price of the Stock and Bonds of these 
Issues is below the respective issue prices--viz .. £100 and £95. (4) The Stock and 
Bond. bought on behalf of the Depreciation Fund shall be CBDCe1led in the same 
manner as Stock or Bonds bought for the Old and New SinkiD& Funds. (5) The 
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Year 

1(jg7 
1701 

1714 
1739 
1749 
1755 
1766 
1775 
1785 
1791 
1802 

1817 
1833 
1842 
1847 
1854 
1857 
1858 
1859 
1860 
1861 
1861 
1863 
1864 
1865 
1866 
1867 
1868 
18(jg 
1870 
1871 
1872 
1873 
1874 
1875 

BANKERS TRUST COMPANY 

QUOTATIONS 
Con sols and Bank of England Stock 

1697-1919 
For closing years of historical periods and yearly from 1857. 

CONSOLS BANI: OF EN 

Price Avemge (k) Yield Price 

High Month Low Month Price % Higb Low 
---i-'-----

(a) 97 79 (e) 88.0 5.7 0) 98 Sl~ 

(a) 79 57 (e) 68.0 7·3 0) 123 I03~ 

(a) 93~ 78~ (e) 86 .• 5.8 (m)133~ II6~ 

(h) lOS Jan. 97 Nov. (0 101.9 3·3 (n) 144 134 

10' Oct. 91 Feb. 97.6 3.1 140 127 
101 Jan. 90 Oct. 94·5 3·1 131 120 
go Jan. 87 Feb. 88.5 3·4 140 134 
90 Jan. 87 July 89.6 3.3 146 14_ 

71 Dec. SS Feb. 59.7 S.o 130 II. 
(e) 96 Mar. 76 Dec. (g) 90.0 (g) 3.3 216 175 

76 Apr. 68 Jan. 70·9 4·2 195 180 

84J( Dec 62 Jan. 75.3 4·0 (0) '94 2.0 

9IJ( June 84J( Jan. (b) 87.7 3·4 'I3J.i 19o 

97% Dec. 88J.i Jan. (i) 92.0 3·3 173 165 

93% Jan. 78J( Oct. 87.2 3·4 106J.i 180 

95% Sept. 8S~ Mar. (j) 91.9 3.3 121 204~ 

94J( Jan. 86~ Oct. 91·9 3.3 1.1 209 

98~ Oct. 94~ Jan. 96·9 3.1 130 217 

97~ Dec. 88J( Apr. 95.1 3.1 231 215 

95% Jan. 92J( Oct. 94·0 3.2 135J.i 225 

94J( Nov. 89~ July 91.5 3·3 241 226~ 

94" July 91~ Jan. 93.0 3·' (P1244 13'~ 

94 May go Dec. 92.6 3.1 '40 131 

91 May 87~ Sept. go.1 3.3 "44 134 

91J.§ June 86" Dec. 89.5 3.3 '50 138" 

90J.i Dec. 84% May 88.0 3·4 '53 140 

96~ June 89% Apr. 93.0 3.1 264 139 

96~ May 91" Jan. 93·9 3.' '51 '40 

94J( June 91~ May 91.9 3.3 '46 '35 

94% May 88~ Aug. 91.S 3·3 

94 July 91~ Dec. 92.7 3.3 

93~ May 91~ Dec. 91.5 3.3 

94 May 
9

1
" 

Dec. 91.5 3.3 

93~ May 91J( Dec. 9'·5 3.3 (r) .61 149~ 

'95" Nov. 91% Jan. 93.7 3·" 262 251 



v_ 

.~76 

.117 

.171 
117D 
1110 
1111 
III. .11, 
I .... 
III. 
1116 
III, 
1111 

'IID 
1190 
119. 
Il9a 
119, 
11M 
119. 
1106 
119, 
1191 
II9D .-1901 
1-.-1-
'90' •• 
'907 
1901 .-14)10 

ENGUSH PUBLIC FINANCR 

QUOTA TIONS-Co1ltintutl 
Consol. and Bank of England Stock 

1697-1919 
P .... riooI". ,..,." 01 hi_cal period •• Dd ,..,.r1y fronl 1857 

COH'lIOU BAlO: a. ENGL.UID 

PrIco A_(k)Vleld PrI"" 

HId> .. 0Dtb Low Month PrIce '?O Hlch Low 

IJ'7Ii July 9J" Dec. 95.0 3.2 .60 .48 
1J'7~ N...,. 9J May 9'·4 3·1 267 '55 
01 J- D3" Oc&. DS .• ,.1 06J '49 

DO" AprO D4!i Ju. 9'.5 3·1 a,l '49 
100" N ..... D'" I!epL 01·4 3.0 280 .69 
'0, May 01)( Ju. .00,0 ,.0 - .78 
.0. Ii "a,. " Ju. '00.5 ,.0 1111 .84 
.01" Fob. DO" July '01.4 I·D JO' a81 
.01" Apr. 0I~ Dec. 101.0 I.D 312 294 
.01 Ii V.,. 04" Apr. ".J 3.0 - .89~ 

101" """. DO" J- '00.1 J.O - 'DI 

'OJ" Vay "~ Fob. 101.1 I.D 30Ili '94 

'OJ" ..... 0I1i Dec. 101.0 I.D 33. J03 
"I( Ju. D6li I!epL 01.0 1.1 a.6 ,.0 

01" May OJ" N...,. D6.J 1.1 ""li ,., 
IJ'7Ii J- 04" 1- D'.7 1·9 J43 "J 
D6~ Dec. D')( Ju. 06.7 1.1 J44 '" oil( 1- 9'~ I!epL oI.s 1.1 J44 "7 

'01 Ii Dec. 1J'7" Ju. JOI.I I.' .) J43 3'5 
loI~ 50pL ,0J~ Ju. 106 .• 1.6 IJ8li 321 
II,'-i J"l,. 10'~ 1 ... 110.7 I.' ,36 , .. 
IIJti May 110" ...... 11'.4 1·4 , .. "5 
II,,, Ju. .06" Oc&. 110.9 I., .1Slli ,06 
IIIIi J- 1J'7" Dec. 106.9 1.6 (r)J6.li 3'5 
lOll( J- 06)( Dec. ".G I., J4D 306 
1J'7J1i Fob. ,I July 04·' I., .... ,10 
1J'7J1i J_ oa~ Dec. 04·4 I.D ,06 Ii "Jli 

93"-10 Apr. I6Ji Apr. 90.' I.' 33lli 311 
4) ,I" I- I, ..... .. .. 1.1 ,16 1115)( ,"., ..... 17li 1- .... 1.1 301 Illlli ,,1( Apr. IS·" Oc&. ".J 1.1 JOI a6I 

17~1io F .... 10)( ....... 14.1 I.' .lIli IS. 
"Ii ..... I'~' Dec. 16.1 I.D (t) .1, ~51li 
16 Apr. I.,,. Oc&. 14·· 3·0 179 .$6 

"" } .. o. "Of o.e. 1'.0 ,.1 ". ·50 
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QUOTATIONS-Continued 
Consols and Bank of England Stock 

1697-1919 
For closing years of historical period. and yearly from [857. 

CONSOLS BANK OF ENGLAND 

Year Price Average (k)Yield Price 

High Month Low Month Price % High Low --- -
[9Il 82~ April 76% Sept. (i) 79.3 3.1 263~ 24'~ 
1912 79~ Feb. 72~ Oct. 76.[ 3.3 251 '34 
[913 75" -Mar. 71 Dec. 73'\.f 3·4 '5[ 224~ 
[914 77'11I Feb. 6g~ July 74'~ 3.3 256 234 
1915 68% Jan. 57 Nov. 65.5 4·1 249" 230 
19[6 61" June 53" Dec. 58.0 5 •• '30~ [94~ 
19[7 56% Oct. 51 Feb. (e) 54·0 4·6 205 190 
[918 63~ Oct. 53~ Mar. 58 •• 4·3 2.6 191" 
1919 60 Jan. 49% Sept. 55.0 4·5 . (u) "4~ 186~ 

(a) These quotations are not for Government Stock but for the stock of the "Million 
Bank," an investment trust whose funds were invested. in Government stocks. 
The quotations probably giv .. a better idea of the true market than would quota
tations for Government annuities. The first quotation Is for [700, the first year 
in which the Million Bank stock was quoted. The dividends paid by the Million 
Bank in these years were at the rate of 5'!P. :Scott, W. R., Vol. II. See Authorities. 

(b) !1739-1785~ Rogers, J. E. T. "Historyot Agriculture and Prices"Vol. VII., Part II. 
Ie) 1792-1903 Mab80n-"The Statist's History of the Public Debt." 
(d) [904-[919 Investors' Monthly Manual. 
(e) Average of high and low ouly. 
(f) ([739-[785) Average of daily prices as recorded in Rogers; J. E. T. "History of 

Agriculture and Prices" Vol. VII .. Part II. 
(g) (1792-[817) Average of the mean of the monthly high and low prices. Silberllng, 

N. J. in Harvard Review of Economic Statistics, Oct. 19[9. 
(h) Van Sommers, James. Tables, London, [848. 
Ii) ([84.-1847)(19Il-[916) Statistical Abstract for United Kingdom Average monthly 

0) ~~~4-(910) Average and yield. Williams, T. T. "Journal of Royal Statistical 
Society," March, 1912. 

(k) Except where otherwise noted the yield i. obtained by dividing the average yearly 
price Into the rate of Interest. Tbis rate was 3% from 1739 to AprilS, [889, then 
.,,% to April 6, [903 and .ince then 2~%. 

(I) ~[6g7-1701) Scott. W. R., Vol. II. See Autborities. 
(m) (714) Rogers, J. E. T. "History of Agriculture and Prices" Vol. VII., Part II. 
(n) [739-1802) Sinclair Vol. II. See Autborities. 
(0) (1817-[861) Francis, John-History of Bank of England-"Its Times and 

Traditions." 
(p) (1862-1869) Tbom's Irish Almanac and Official Directory of the United Kingdom 

of Great Britain and Ireland. 
(r) (1874-[893) (1899-1907) Investors' Monthly Manual. 
la) 11894-(898) Stock Exchange Official Inte1ligence. 
(t) 1908-19(8) Mathieson'. Hand-Book for Investors, [9[9. -
(u) (919) Investors' Monthly Manual. 
(v) High and low prices. Tbe months given for the bigh and low prices of the year are 

those In which the price first occurred. In some years these same prices were 
reached aeveral tim .... 
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QUOTATIONS 

LONDON STOCK EXCHANGE 

Britiah Fund. 

CalftdarV .... 

N ... 
~ 'Ko (GoKIooa) 19'J 
11_. (181. J ... H 
AfJII •• ,.11'. o.t.) • . L 

u'.\ (~l. (lIIl. H 
J .... AfJII~ Jill., o.t.l L 
",,11_"81. •• H 
AfJII~ J •• 00t.J • . L 

'" '" W., Lou. •. 
10'''''' (1M. u.,.. R 
..... ) •••••. L 
~'.\ w., Lou. •. 
10'''4J. (181. J-. H 
Dc.) ••••••• L 

'Kow.,Lou. .... 
19 .... '. (1M. J- H 
Dc.) ••••••• L 

'.\ w., Lou. .... 1_ H 

4" (181. "'fJII~o.t.). L 
'KoF ............ 
I~ (181.., H 
"_.l ....•• L 
'.\V"'-Y.... H 
(U.,~ Iept.) ••. L 

f"now .... W ... __ ,j,,, .s..-
" (AfIII~ 00t.J. Ott. H 
19" •••••••• L 

'Ko (AfIII~ o.t.l. o.t. H 
1084 •••••••. L 

'.\ CAfJII ~ o.t.). o.t. H 
19" •••••••• L 

'.\ (AfJII~ Ott.). Ott. H 
19" •••••••. L 

1910 1911 1911 lOll 1914 1915 1916 11117 1911 1919 

'lSO .. ~ ,v' .... 7S~ n'\.ji 6IH' 61H' 66" 63'" 60 

7'" 76" ,,~ ,I 69'" 57 56H' so~ 53loi' 49~ 
91" 10 .,~ 

"H' 1oH' 76~ 6,,,, S6\.ji 61}> 6o~ 
I, 1oH' 7lH' '4~ 7." 59H' Sl~ SJX 5l~ 50)( 

'IU ioU 76'" 73)( 74'" 65'" 59)( SJ~ :~ 56U 
76~ '4'" ,0U "" 67U 54 so .- 46)( 

..... ..... ...... ..... . .... oSloi' 9OH' .7~ Iv'" 10'" 
10)( IJ Il''''' IS .. ~ 

.. ........................ 99"" o,'\.ji 101~ 101)( 100~ 

..... ..... ...... ..... ..... 06'" o.}> IO}> oSH' Il)( 

. .... ..... ...... ..... ..... ..... ..... 06Y. 06)( 061,(, 

..... ..... ...... ..... ..... ..... ..... 9'}> 0'H' 10'1,(, 

......................................... 103'" 103 

......................................... 99~ 08)( 

..... ..... ; ................................... . 10 • ., 
100( 
06)( 
.OO~ 

osH' 
100H' 
.,~ 
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QUOTATIONS LONDON STOCK 'EXCHANGE (Co~tinued) 
British Funds 

Calendar y..irs 1910 19II 1912 1913 1914 1915 1916 1917 1918 1919 
-------------�-~----1-------1--~---1-~~~--+_--+_--

Name 
Suorsd Smu 

5% (Apr •• Oct.). Apr.. H 
19'3 .••••••. L 

5% (Apr •• Oct.). Apr.. H 
19'5 •••••••. L 

5% (Apr .. Oct.). Apr .. H 
19.8 ••••••• L 

4% (Apr •• Oct.). Apr .. H 
19.8 •••• " •••• L 

Thi.dSmu 
5%(Mar .. Sept.).Sept .. H 

19'3 •••••••. L 
5% (Mar .. Sept.). Sept .• H 

19'5 ••••••.. L 
5% (Mar •• Sept.). Sept., H 

19.8 •••••••. L 
4% (Mar •• Sept.). Sept .. H 

19.8 •••••••• L 
FOIIrlhSmu 

5% (Feb •• Aug.). Feb., H 
19'4 •••••••. L 

5% (Feb •• Aug.). Feb .. H 
19'9 •••• " •••. L 

4% (Feb •• Aug.). Feb.. H 
19'9 •••••••• L 

EXCHEQUER BONDS 

3% Jan.. 1930. (Int. H 
Jan .. Apr .. Jul .. Oct.) L 

3% Jan.. 1930. (Int. H 
Jan .. July). • • . . L 

5% Dec .. 1920. aune. H 
Dec.,. ••••••. L 

5% Oct.. 19'1. (Int. H 
Apr .. Oct.) •••. L 

5% I9I~22.Apr •• 19". H 
(Apr .. Oct.) • • • " L 

6% Feb.. 19.0. (Feb.. H 
Aug.) ••••••. L 

~ .. .. .... ......... .. ...................................................................... .. 

.............. -:. ............................... . 

83 
79'l,jo 
83 
81'~ 
100,", 

99 
100,", 

99" 
101 

99" 
102~ 
100,", 

100% 
96 

looK 
96K 

100}i' 
9S}i' 

100" 
97K 

100'" 

95~ 
100,", 

96~ 
100J( 
95){ 
IOO~ 

97~ 

100,", 
95}i' 

IOO){ 

97J( 
lOOK 

97 

83}i' 
79~ 
83 
78 
IOI~ 

98 
IOO~ 

97\.{, 
100,", 
96; 

101,", 
99" 
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~UorATIONS LONDON STOCK EXCHANGE (Continued) 
Briti.h Fund. 

CaIoedarV.,. 11110 11111 IIIU 1111, 11114 11115 11116 11117 11118 111111 
Name 

J(~ c-r..c-s. ::; 
76~ 711U 67U 58U 

(Iooaed __ 
H 14}S 14¥. 711K 65~ 56 63 

Lud Ad). (llItJ ... L 7111\11 76~ 7J 6g~ 6g 65}S $O,{ 51 53K SI)i 
Jul,.) •••• . . . . 
~~G"""""I.2J H 14 IJI" 711~ 76}S 711K 68}S 601~ 71 63)1' 63 
(lid.. J ..... JuI,.) L 711¥. 76¥. 74}i 70~ 7'}i 66)1' 53¥. is 56}i 53K 
,,~ . ...s .• ' 
Doc.. 10J9. (lII&.J .... H o. o.~ I6X I.Ji I6Ji 74K 71)1' 61~ 67 64 
JuI,.) ..... L II IJ~ 711¥. 7S}S 74 71)1' 54~ 55 57¥. 54K 

% 1.-1'-11111. 
(h ... J .... Apr~ JuI,. H 116),> 04¥. 90K 17).> 19Ji IIX 71~ 61X 66~ 64~ 
Oct.) . . . .... L lll}i 19~ II I.~ 81~ 71X 57¥. 56Ji 58)1' 55K 

% ..... ""'Ice Doll. H OJ 114~ 04}S 116 97 04}S 91)1' OJK 117~ 110)1' 
'0'" (l1li ' .... JuI,.) L 9'X OJ' \1j 9''i II'}S 95 19 9')1' 00)1' 114 118~ 

.,. Ecn>o- <ita (JIlt. H oo'i 97'" IIS~ 00 .... IlJ~ 00 7'}{ 6g}{ 7''i 73K 
...... 6ept.) '"11 L 04~ oaV. II 8. 19X 17}; 68 66K 66}i 61 

X.,. G_k G .... LMn H IS~ 84 V> 14 71lK '0"'. 7J¥. 7S\ii 75¥. 80 14Ji 
(lnt. Apr .• Oct.) .191 L I.X •• 71l}; 7lh 7' 75 65 66}{ 74 7' 

% ... 8"0 ..... _ H 04 o.Ji '7'" 17'i 110,", ..... 73 . .... 71 6gK 
(Int. J ..... JuI,.) L IlIh I9h '7,", 17,", 110,", ..... 71 ..... 6gH 64K 

1>% .. daa c-t. (;&d. H ..... ..... ...... ..... . .... ..... . .... . .... . ..... 74K 
IIda. (10" ... ,.. N ..... l L ..... .... ...... ..... ..... . .... ..... . .... .. ~ ... 70" 

%Tra-sGaa. 
.91,·n .. .,.,.. (lilt. H 9S~. 96~ 9l'i 91": liS \10 .. '" 61 70}{ 73~ 
W.V. Noy.) ••• L e.h \10 •• '7'" 16~ IIX .. 6.}{ 63K 67'" 6. 

% Tra-s Gaa....s. 
I JuI". 11151. l1li. H 04"-1i 9J"" 9.". III 04){ \lOy. 16 66 70 70 
J ..... J ... y) .••• L 9' Y. 91 .... ....... I6X '7¥. 16 6J 6J 63}; 6. 
~ TurlUoIl G.... (lot H I06J~ 106~ '04., lOIS IOlh ..... 117 711}1 IJ'" '7K 
Fob.. A .... ) II" L ,OJh 10.'" .01'" ooX 10,}{ ..... 71 71 71 74 

laRk cl EAcIaad • H ". a6J lSI lSI .56 ·49¥. J.10~ .05 ..6 '24~ 
L 'SO 14·J{ '14 U4}; '14 '30 104J{ 1\10 IPIJ( 186" 

D.y. 'JI,.Apr ••• • • 9 • 10 10 10 10 10 10 
Diy. 'Jr.. Oct. •• 9 9 • 9 10 10 10 10 10 10 

I&ak cl InIao4. • H J'4}{ JOl .Ion '4l '40J{ 'JO~ .ooJi 105 III .. 6 
L 'OJ >60 I4D liS ... }{ IlaJ{ 17. 170 1\10 104 

DIY. 'Xo. Fob .•• . II'" II II 10 10 10 .0 10 I. II 
DIY.~.A ...... II II 10 10 10 10 .0 .0 10 I. 
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QUOTATIONS :{.ONDON STOCK EXCHANGE (Continued) 

British Funds 

Calendar Years 1910 1911 1912 11113 11114 11115 11116 11117 11118 111111 
Name 

I------

3~% India. 11131 
Money. (Int. Jan.. H 1l4~ 117% 114% 111% 1l3~ 83% 80% 69% 74 71% 
Apr •• July. Oct.) .L 11'% III 8\lX 84~ 84 80X 63~ 62~ 61~ 60 

3% India. 11148 Money. 
(Int. Jan .• Apr .• June. H 84% 84% 80X 78~ 80X 71% 69% 60~ 64 61% 
Oct.) .. .L 711~ 78 76% 71 71% 611~ S4~ 53~ 53 50% 

2~% India. 111.6 
Money. (Int. Jan .. H 70% 71 67~ 65 66X 60% 57~ 50 53% 51% 
Apr •• July. Oct.) .L 66 65% 63~ 60~ 511 57 46% 45~ 44% 43% 

3~% India Bonds. 
11116-18. (Int. Apr .. H . .... IOIX IOO1~ 100% ..... lOO~ 1171~ 1l8X III1J1 . ..... 
Oct.) •. .. . L . .... 1l1l1~ .1lIl}( 118X ..... 116 1l7~ 96% 1I11}( . ..... 

3~% Indian Rupee 
Paper. (Int. variou, H 63J1 64'" 64% 64 64% 61~ S4~ 53 53X 68 
dates) • .L 6.% 6.X 63~ 6.X 63}( 54 48% 4'~ 43 48~ 

3~% Indian Rupee 
Paper. 1854-5. (Int. H 64 64% 64% 64~ 641!-{, 6.}( 55 5'~ 54 68~ 

June. Dec.). • • • .L 6.% 63% 63~ 63 63}( 5' 48X 4'% 43 48~ 
3% Indian Rupee Pap .. 

18116-7. (Int. June. H 53 S.~ 54~ 54 53X 411J1 4S~ 38}( 41~ 58 
Dec.) .L 5' '5' 53% 53X 53J1 48}( 43J1 37% 41~ 43 

3J1% Isle of Man. (Int. H 1l6X 117~ 116J1 114 1111 III1X 116~ Illl~ Illl~ 1lIl~ 
Feb •• Aug.). .L 116X 117~ 116~ 114 1l6~ 116 8\l 8\lJ1 1l7X 117 

3% Isle of Man Deb .. 
11111)-29· (Int. Feb .. H 88% 87J1 ...... ..... ..... ..... . ,. ... 80~ 711~ ...... 
Aug.) . .. . . . .L 88% 85J1 ....... ..... ..... ..... ...... 80 77X ....... 

AUTHORITIES FOR QuOTATIONS Il1lC)o1919. 1 ...... ",,·$ MOfIIhl" Ma"uM-London. SIDdr 
B""Ita .. gu Lmulon alld J>.01Ii7tdal T ..... y"'" Record of J>.ieu alld Dipj~I\109-11l18. 
Mathieson, Fred C. C. It Sons. London. 111111. MalitwOfI's Halldbooll fOl' 1fJflUkJrs far 1930. 
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QUOTATIONS NEW YORK STOCK EXCHANGE 
British Fund. 

CaIotodar v .... 11114 IlIlS 11116 11117 1111' 111111 
Na-. 

1'X.~FI8dl 
IFf •.••••• H pI~ 116" Ill" 117" 117~ 
(lat. ApJt. a Od. L IIl~ II'" 'I~ II" IIS~ 

v .. w KI ..... It 
Ci"'~.'" , .... 

• Ff •• ." N_ 11111. H 091~ pI~ 
n .. Mdo. allopt.) L II' 115" 

,yr •• "'X. N_ 
10111 .•••••. H II'~ III~ 100 
nat. ".,.aN_.) L 117" 113~ IIS~ 

• yr .• ,," N_ 
1921 • •••••. H 0'" II'" 09" 09" 
(hiL w.,. a N_.) L 117 .. " Ill" 04" ."'X. c..-uble 
N_ ..... H 100" 
lOll .•••.•. L pi 

."'~Coa_"" 
N_IIII, ... H 101" lOS 
u .. , ... a A ... ) L IIS~ 07~ 

.,," 10 yr. Gold 
IIOIId 1017. • • . H 101" 101" 
(I .. F .. a AIta-) L 100~ 16" loyr.e-•• ", 
III ......... H 116" (lDL , .. aAq.) L 04" ,yr.C.,." •• ", 
10J' ....•• . H 0'" 
(I .. F. a AIta-) L 05" 



First half . 
Second half 
Whole year. 

BANKERS TRUST COMPANY 

MONEY RATES 
LoNDON DAILY AVERAGE 

BANK RATE 

1914 1915 1916 
"'7 t..'2.!!.. ~ £Sd £Sd £Sd £s £sd£sd 

·3 4 7 500 500 560500500 
• 4 16 10 ~ ~ ~~~ 
·4 0 9 500 593 .5 3 05 0 05 3 0 

MARKET RATE-THREE MONTHS' BR.LS _ 

First half • 
Second half 
Whole year. 

First half . 
Second half • 
Whole year. 

First half '.' . 
Second half • 
Whole year ... 

Date ~te 

DEPOSIT RATE-BANKS 'If I: ~I; ~~I: I~ ~I: ~ ~I: : ~I: ~ ~ · 2 10 03 4 13 18 94 0 0 3 0 0 3 7 9 
· 2 2 42 12 03 14 44 0 0 3 I 3 3 3 10 

SHORT LOANS 

TREASURY BILLS 
DISCOUNT RATE 

Maturity 
------~~------------------------------------1917 
June 19 4~ 
Dec. 27 4 

3 and 6 months bills 
• • II 

1918 
Feb. 14 3* 

1919 
Sales discontinued May 31 

July 14 3~ 2 months bills-{Sales discontinued August 15) 
3~ 3· • 
4 6" .. 

Oct. 6 4~ 3" • 
5 6· • 

Nov. 7 5* 3 and 6 months bills. 
For further data about Treasury BillS-see Item 21, page214,aIso Index. 
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SOVEREIGNS OF ENGLAND 
From the Conquest .... JteI&Ded, JteIp JteI&Ded, .......... .,... 

-"' Sonreip .,... )'an 

N ....... l.Dq Mary I 1553 S 
WID •• , ... c.q .. _ I. II IWabelll ISS. 44 
WW_aut ... 1017 I, HOUlIa ow SrvAU 
H....,.l liDO lS 1 ..... I 1601 II 
~ illS 19 Chula I, 162S '4 

Com_lila decland 
Howa ~ PI.ufT..aDft May 19. 1649 10 

H....,.U 1114 U Ollftr CIOIIIWeD 
IlJdIud I 11110 10 Lord Protec:IoI' 165.)-165. 
lo11a 11110 17 ~dIard CromweD 
Haory III 1 .. 6 56 Lord Protec:IoI' 16511-1659 
a.tw.rd I I~I as CbarI.1I 16511 .6 
Edward II I,.., .. 1_UI 168S , 
Edward III 1127 SO 

Wlm:;: Ill} IlJdIud U' 1J77 II i610 6 

Howa ~ L.uocwrn MaryU 
"- 17" II Haory IV IlIIO I, 

Hausa cw H.uIoYaa H...", V 141' • Haory Vlt 1421 III c-ael 1714 1.1 
c-aeU 17.7 " Howa~Yca. Gmqelll 1760 SO 

Itdwud IV 1.461 II GeorpIV 1120 10 
a.tw.rd V 141, WwamIV 18,)0 7 
IUdIard III I4IJ I Vk:tGda 18n 6, 

Howa~~ Housa ~ Jean 
Haory VII 141. ... Edward VII 11101 9 
II...", VIII ISOII aI Houn ~ WDIMOa 
Edward VI 1147 6 0.... V 1910 

'o.r.-d IlIIO la.t-ded 164. 
tI>epad 1461 IDoPoeod 1611 
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Authorities 

The statements contained in this book are for the most 
part based upon official data, chiefly derived from the fol
lowing publications;-,-

Period 
1688-1869 

1870-1919 
1919 and 
1920 

REVENUE, EXPENDIT~, CURRENCY AND DEBT 

House of Commons Sessional Papers, Vol. XXXV, x868-69, 
No. 366. This monumental work of H. W. Chisholm gives 
complete data in regard to revenue and expenditure and 
the debt. 
Finance Accounts. See page 161. 
Budget Speeches as printed in various publications; also 
semi-official data tabulated in The Economist and The 
Statist. 

1914-1919 Committee on Currency and Foreign Exchanges After the War 
-Lord Cunliffe, Chairman. First Interim Report-C. 9182, 
1918. Final Report-C. 464, 1919. 

THE DEBT 

History of the Earlier Years of the Funded Debt. A. T. King. 
House of Commons Sessional· Papers, 1898. Vol. 52-
C.901O• 

Proceedings of the Commissioners for the Reduction of the 
. National Debt. House of Commons Sessional Papers, 1891. 
Vol. 48-C. 6539. 
National Debt. House of Commons Sessional Papers, 1914. 
Vol. 50-C. 7426. Similar statements are published an-
nually. 

REVENUE, EXPENDITURE AND DEBT 

of secondary sources the most valuable have been 

.ASHTON, JOHN-A History of Eng
lish Lotteries. London, 1893. 
The best authority,' 

ATTON, HENRY AND HENRY HURST 
HOLLAND-The King's Customs. 
New York, 1908. 
Covet\! from earliest times to 1800. 

BOGART. ERNEST L.-Direct and 

1 nairecl Costs of the Great Worlrl 
War. 
Carnegie Endowment for International 
Peace. New York. lSllSl 

BRISCO, NORRIS A.- The Eco
nomic Policy of Robert Walpole. 
New York, 1907. 
A finished Rudy; the best for the 
period. 
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Downa., SmPlla_A Hisli1r1 0/ 
TuohMiof14 Tau •• E"gl4,,4, 
Jr- 1M _liu' ,,_ 10 1M' 
flru_ .,. London, ISS4-
". ndIaIttadft .... _ tile .. bled. 

Fnalll.Uf, EDW.uo A.-TN 
w-t1l oJ 1M E",,.," CDfllliI. 
IiDfl fr- 1M EMIiu' T'-. 
LoadoD. 1906-

Grnalf, Ro .. a1'-TN Gr_t1I oJ 
Co~. London. IS/19. 
,.. .......... "., ~ waItb. 

HALL, H ..... 1'-TN A"liqtIiliu 
of14 Curionhu oJ 1M Ezclaeq_. 
London. 1891. 

"~w.dc&""""'. 
A Hisli1r1 oJ 1M Ctu'- Rn
..... i. £,,,,1411410 lIZ'!. , Vola. 
Lontlon, 188 S-
Mr. Han Ie _ of the _ tIIoroa.b 
.udmu '" .. rtr ,.... __ .. Hie 
101.."., '" 1M C_ Ie &be ... .. ~t". 

H.UflLTOIf, RO.181'-A. l"i;"ir, 
C~",g ••• 1M NIIIItnuIJ 
D,1tI. Ediabufih, ISI8. 
A 8dntlk Itaclr. HamUIOII cI ....... 
tt • ....sIt'" maYlnclnaly -.at
I .. the IaiIKy '" Pitt', .aId,.. fuDel. 
A .-,1_ ... ~ta&l .. ~UaII '" 
&be .. bJ4d. 

HIGGs, HaNn. TM Fifl4f1Cial 
SYJI#M of 1M UrHktI Kill,dMrI. 
London, 1914-
"A ... -.y eKPMIdoa '" oar 6nuodal 
_.lta-"l_tIaa. ~ .... 
...... "'..,.....s ....... 

HVG .. s, A. 
Cavill •• C. C., and 
JOHNSON. C. "D, N«4JJtwin 06-
_"'"' .5c«uwii Di4Iogu," 
COIItMDfll, t4Jk;J Di4Io,1U " 
Scocario, ., RicluJrd, SDfI oJ 
Ni, .. T,IOS""" '" E .. ,14114 0114 
BiJlto, oJ l..DfIdorI. Oxford, 1902. 
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