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ROY ALe 0 M MIS S ION S. 
t", 
\ 

VIOTORIA. R. l'l 
5irtoria. by the Grace of God Of. the~nited Kingdom of Great. lJritain and 

lrelal)d Queen, Defender of the Faith.. . . . . 

. VJ:tI Our right trusty and well-beloved ouncillor Arthur James Balfour, Our 
Secretary for Scotland; Our right trusty and well-beloved Councillor Josep~ Chamber
lain; Our trusty and well.beloved charles'Wtiam Fremantle, Esquire, Companion of 
Our Most Honourable Order of the Bath (c monly called the Honourable Charles 
William Fremantle); Our ~sty and well-b. ved Sir John Lubbock, Baronet; Our 
trusty and well-beloved Sir Thomas Henry tarrer, Baronet; Our trusty and well
beloved James Richard Bullen Smith, Esquire;'Companion of Our Most Exalted Order 
of the Star of India; Our trusty and well-b~oved David Miller Barbour, Esquire; 
Our trusty and well-beloved John William !Birch, Esquire; Our trusty and well
beloved Lionel Louis Cohen, Esquire; Our 1hsty and well-beloved Leonard Henry 
Courtney, Esquire; and Our trusty and well-beloved William Henry Houldsworth, 
Esquire, greeting.· . 

mbtrtalS it has beeurepresented unto U that it is expedient that a Commission 
. should forth with issue to inquire intO the reoe t ohanges in thE> relative values of the . 
precious metals shown by the deorelloSe in the lold price of silver. . 

;BIll» knol» p't. that We, reposing great ttrust and oonfidence in your knowledge 
and ability, do by these Presents authorise I¥1d appoint you the said A.rthur James 
Balfou!;"; Joseph Chamberlain; Charles W· iam Fremantle (commonly called the 
Honourable Charles William Fremantle); . S John Lubbock; Sir Thomas Henry 
Farrer; James Richard Bullen Smith; Davi Miller Barbour; John William Birch; 
Lionel Louis Cohen; Leonard Henry Courtne ; and William Henry Houldsworth to 
be Our Commissioners for the purposes of the id inquiry. . 

. altb We do hereby enjoin you, or any five ~r more of you, to investigate the causes 
of the said recent changes in the relative value, of the precious metals, and especially 
to inquire whether the said ohanges are due- < . 

. (1.) To the depreciation of silver; 01· 
(2.) To the appreoiation of gold; or , 
(3.) To both these causes. ~ 

If you should find the said changes to be: due to the depreciation of silver, you 
will then inquire whether such depreciation arises from increa.se of supply or diminution 
of demand, or from both, and you will endeavapr to ascertain. the proportions in which 
these different oauses have operated. i . 

. If you should find the changes to be d;e to the appreciation of gold, you will 
inquire whether the appreciation arises from the diminution of supply or from increase 
of demand, or from both, and you will endeavour to ascertain the proportions in whioh . 
these different 08USes have operated. 

}1abtnIJ regard to these different eaUSM and their respective effects, you will nex1; 
inquire what has been the bearing of the ohanges in the value of the precious metals 
on the following matters of prsotioal business :-

I. India: : 
(a.) Upon the remittances of the Government of India: 

(1.) For paymenta on old or fixed contracts. 
• (2.) For payments on new or current contrsots. 

(b.) Upon the persons in India who have to make remittances home in. gold. 
(c.) Upon the produoers, merchants, and taxpayers of India. 
(d..) Upon merchants and manufacturers at home who trade with India. 

A MISI';,., .. all 
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n. TM United Kingdom: 
(a.) Upon the trade of the United Kingdom with other silver-using oountries. 
(b.) Upon the foreign trade of the United Kingdom generally. 
(c.) Upon the internal trade and industry of the United Kingdom. 

If you should come to the conclusion that the aforesaid changes in the values of 
the precious metli.le are causing permanent or important evils or inconveniences to any 
of the interests above referred to, it will be your duty then to inquire whether it is 
possible to suggest any remedies within the power of the Legislature or the Govern. 
ment, by itself or in concert with other Powers, which would. be effectual in removing 
or palliating the evils or inoonveniences thus caused without injustice to other interests, 
and without causing other evils or inconveniences equally great. 

b£StI/!. if you are of opinion that this is possible, you will state the precise form 
whioh such remedies should take, and the manner in which they should be applied. 

gnlJ for the better effecting the purposes of this Our Commission, We do by these 
Presents give and grant unto you, or any· five or more of you, full power to call before 
you such persons as you shall judge l*ely to afford you any information upon the 
subject of this Our Commission; and ala. to call for, have access to, and examine all 
such books, documents, registers, and rec~rds as may afford you the fullest information, 
on the subject; and to inquire of and concerning the premises by all other lawful ways 
and means whatsoever.' 

, 
9:nlJ We do further by these PresenfB authorise and empower you, or any five or 

more of you, to visit and personally inspect such places in Our United Kingdom as you 
may deem expedient for the more effectual carrying out of the purposes aforesaid. 

9:nlJ We do by these Presents wiI\ and ordain that this Our Commission shall 
continue in full force and virlue, and th~t you, Our said Commissioners, or any five or 
more of you, may from time to time prbceed in the execution thersof, and of every 
matter and thing therein contained, although the same be not continued from time to 
time by adjournment. 

9:JtlJ We do further ordain that you, or any five or more of you, have liberty to 
report your proceedings under this Our Commission from time to time, if you ,hall 
jud$e it expedient so to do. 

gUlJ'Our further will and pleasure is 'that you do, with as little delay as possible, 
report to Us, under your hands and seals, or under the hands and seals of any five 
or more of you, yoUr opinion upon the several matters herein submitted for your 
consideration. 

~ for the purpose of aiding you in such matters, We hereby appoint Our 
trusty and well-beloved George Herbert Murray, Esquire, to be Secretary to this Our 
Commission. 

Given at Our Court at St. James's, the Twentieth day of September one 
thousand eight hundred and eighty-six, in the. Fiftieth year of Our 
Reign. 

By Her Majesty's Command. 
HENRY MATTHEWS. . . 

---------- -." 
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YlOTOBIA R. 

i 
ill 

VttUlrta, by the Grace of God of tjUnited Kingdom of Great Britain and 
Ireland Queen, Defender of the Faith. .: 

£0 Our right trusty and well-beloved ouncillor Farrer, Baron Herschell; Om! 
right trusty and well·beloved CoUncillor Jopaph Chamberlain; Our right trusty and 
well-beloved Councillor Sir Louis MaJlet, Knight, Companion of Our Most Honourable 
Order of the Bath; Our right trusty andl"'well-beloved Councillor Arthur James 
Balfour; Our right trusty and well-beloved. Councillor Henry Chaplin; Our trusty .. 
and well-beloved Charles.William Fremantle, squire,(commonly caJled the Honourable 
Charles William Fremantle), Companion of opr Most Honourable Order of the Bath; 
Our trusty and well-beloved Sir John Lubbo~, Baronet; Our trusty and well-beloved 
Sir Thomas Henry Farrer, Baronet; Ourhrusty and well-beloved David Miller 
B¥bour, Esquire, Companion of Our Most 'xalted Order of the Star of India; Our 
trusty and well-beloved John William Bircll, Esquire; Our trusty and well.beloved 
Lionel Louis Cohen, Esquire; Our trusty an4 well·beloved Leonard Henry Courtney, 
Esquire; and Our trusty and well-beloved; William Henry Houldsworth, Esquire, 
greeting. i. 

~btrtas We did, by Warrant under OUr Royal Sign Manual, bearing date the 
twentieth day of September one thousand eight hundred and eighty-six, authorise and 
appoint Our right trusty and well-beloved 09uncill!lr Arthur James Balfour, Our then 
Secretary for Scotland, together with the I!tlv,ral gentlemen therein mentioned, or any 
five or more of them, to be Our commisSiOnl" rs to inquire into the recent changes in 
the relative values of the precious metals Sh. wn by the deorease in the gold price of 
silver. 

;nolu knolu I1t, that We have revoked nd determined, and do by these presents 
revoke and determine, the said Warrant, and~very matter and thing therein contained. 

21nlJ whereas We have deemed it expedient that a new Commission should issue 
for the purposes specified in such Warrant;\of the twentieth day of September one 
thousand eight hundred and eighty-six. ! 

jfurtl)tr 'klluiu I1f, that We, reposing great trust and confidence in your ability 
and discretion, have appointed, and do by Ithese Presents nominate, constitute, and 

• appoint, you the said Farrer, Baron He/schell; Joseph Chamberlain; Sir Louis 
Mallet; Arthur James Balfour; Henry Chf,plin; Charles William Fremantle· (com
monly called the Honourable' Charles William Fremantle); Sir John Lubbock; Sir 
Thomas Henry Farrer; David ~iller Barbour; John William Birch; Lionel Louis 
Cohen i Leonard, Henry Courtney; and William Henry Houldsworth to be Our 
Commissioners for the purposes of the said ini:!uiry. '. 

21nlJ We do hereby enjoin you, or any five or more of you,_ to investigate the 
causes of the said recent changes in the relative values of the precious metals, and 
espeoiaJly to inquire whether the said changes are due---

(1.) To the depreciation of silver; or 
(2.) To the appreciation of gold; 01' 

(3.) To both these causes. 
If you should find the said changes to be due to the. depreciation of silver, you will 

then inquire whether such depreciation arises from increase of supply or diminution of 
demand, or from both, and you will endeavour to ascertain the proportioM in which 
these different causes have operated. ' 

If YOIl should find the changes to be due to the appreciatio~ of gold, you will 
inqnire whether the appreciation arises from the diminution of supply or from increase 
of demand, or from both, and you will endeavour to ascertain the proportions in which 
these different causes have operated. . 

.3 



yj roMMIAAIONtl. 

J!abinl( regard to these dift'erent causes and their respective effects, YOIl will next' 
inquire what has been the bearing of the changes in the value of the precious metalR 
on the following matters of practical busineBS :-

I. India.: 
. (a. ) Upon the remittances of the Government of India: 

(1.) For payments on old or fixed contracts. 
(2.) For payments on new or current contracts. 

(b.) Upon the persons in India who have to make remittances home in gold. 
(0.) Upon the producers, merchants, and taxpayers of India. 
(d.) Upon merchants and manufacturers at home who trade with India. 

II. The United Kingdum : 
(a.) Upon the trade of the United Kingdom with other silver-using countries. 
(b.) Upon the foreign trade of the United Kingdom generally. 
(o.) Upon the internal trade and industry of the United Kjngdom. 

If you should come to the conclusion that the aforesaId changes in the values of 
the precious'metals are causing permanent or important evils or inconveniences to any 
of the interests above referred to, it will, be your duty then to inquire whether it is 
possible to suggest any remedies within the power of the Legislature or the Govern-

, ment, by itself or in concert with other Powers, which would be effectual in removing 
or palliating the evils or inconveniences thus caused without injustice to other interests, 
and without causing other evils or inconveniences equally great. 

l.a9t1p, if you are of opinion that this is possible, you will state the precise form 
which such remedies should take, and the manner in which they should be applied. 

2lnlJ for the better effecting the purposes of this Our Commission We do by these 
presents give and grant unto you, or any five or more of you, full power to call before 
you such persons as you shall judge likely to afford you any information upon the 
subjer.t of this Our Commission; and also to call for, have acceBS to, and examine all 
such books, documents, registers, and recol'ds as may afford you the fullest information 
on the subject; and to inquire of and concerning the premises by all other lawful ways 
and means whatsoever. 

2lnlJ We do further by these Presents authorise and empower you, or any five or 
more of you, to visit and personally inspect such places in our United Kingdom as 
you may deem expedient for the more effectual carrying out of the purposes aforesaid. 

2lnlJ We do by these Presents will and ordain that this Our Commission shall 
continue in full force and virtue, and that you, Our said CommiBSioners, or any five or 
more of you, may, from time to:time, proceed in the execution thereof, and of every 
matter and thing therein contained, although the same' be not continued from time to 
time by a.iljournment. 

2lnlJ We do further ordain that you, or any five or more of you, have liberty to 
report your proceedings under this Our Commission from time to time, if you shall 
judge it expedient so to do. . 

2lnlJ Our further will a.nd pleasure is that you do, with as little delay as possible, 
report to Us, under your hands and seals, or under the hands and seals of any five 
or more of you, your opinion upon the several matters herein submitted for your 
consideration .. 

2lnlJ for the purpose of aiding you in such matters, We hereby appoint Our 
trusty and well-beloved George Herbert Murray, Esquire, to be Secretary to this 
Our Commission. 

Given at Our Court at St. James's, the Sixth day of May one thousand eight 
hundred and eighty-seven, in the Fiftieth year of Our Reign. 

By Her Majesty's Command. 
HENRY MATTHEWS . 
-'0 • 
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m. 
VICTORIA R. 

Utero ria. by the Graoe of ' God of theiUnited Kingdom of Great Britain and 
Ireland Queen, Defender of the Faith. ' 

1[0 Our trusty and well-beloved Sa~uel Montagu, Esquire, greeting: 
, 

_btrtalS We did, by Warrant under out Royal Sign Manual, bearing date the 
sixth day of May one thousand eight hun<h-ed and eighty-seven, appoint Our right 
trusty and well-beloved Counoillor, Farrer, Ba~on Hersohell, together with the several 
gentlemen therein mentioned, or any five or,inore of them, to be Our Commissionere 
to iriquire irito the reoent ohanges iri the relative values of the preoious metals shown 
by the deorease in the gold prioe of silver. 

~nlJ whereas one of Our Commissionere, .~ appointed, namely, Lionel Louis Cohen, 
Esquire, has sinoe deoeased. i" 

;R.ow know pt. that We, reposing great'oonfidence in you, do by these Presents 
appoint you, the said Samuel Montagu, to be one of Our Commissionere for the purpose , 
aforesaid, in the room of the said Lionel LoUis Cohen, deceased, in addition to arid 
together with the other Commissioners Whomf'. e have already appointed. 

Given at Our Court at St. J~me s, the ,Twenty-sixth day of July one 
thousand eight hundred and eig ty-seven, in the Fifty-firet year of Our 
Re. i 

Ign. C 

By Her Majtfy's Command. 
, ' HENRY MATTHEWS. 

NOTB.-The Right Hop. Joseph Chamberlain resigned in September 1887. 

a. 
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GOLD AND SILVER COMMISSION . • 

FINA]~ REPORT. 
--

•• PAR~ I. \ 

TO THE QUEEN'S MOST EXCEl-rENT MAJESTY. 

May it please Your Majesty, we, the undersignedpommissioners appointed to inquire 
into the recent changes in the relative values of the precious metals, desire humbly to 
submit to Your Majesty our final Report upon $e several matters which we have 
been directed to investigate. ;i 

2. The recent ohanges above referred to have b~n of a twofold character :-
I. There have been extensive jf;uctuatW1tB in ,the relative values of gold and silver. 

II. There has been a considerable fall in the gold price of silver. 
3. We are directed to inquire whether thes~ changes have been caused by (a) 

the depreciation of silver, or (11) the appreciation of gold" or (c) a combination of 
both these causes; and further whether such Illpreciation or appreciation has been 
caused by (a) ,an increased supply of, or diminishe,d dem~nd,for, silver, (b) a diminished 
supply of, or mcreased demand for, gold, or (c) a ';CombmatlOn of two or more of these 
causes. \ 

Summary of 
order of 
reference. 

4. We are then directed to investigate the bearing of these changes upon the general 
interests of the IT nited Kingdom and India; and ,finally, if we are satisfied that Stlah 

changes have been prejudioial to any of thosll interests, we are to SUgg9St any 
~e~ed,ies likely to, remove or mo~ify the e~s which m~y be found to exist, without 
mJustioe to qther mterests, and Without oausmg o*er evIls equally great. 

5. From the oommenoement of our' inquiry e have been profoundly illlpressed ~~ulty of 
with the extreme complexity of the queAtions sub itted for our cODsideration. mqulry. 

The statistical information relating to the s, bject is very imperfect, and there 
is hardly any fact connected with it on which thele are not considerable differences of 
opinion. When we proceed from facts to in~renoes these di1l'erences naturally , 
become more marked. t 

Even if the facts themselves were admitted, t ere would still remain an element of 
doubt oaused by the uncertainty a8 to whether we , ad taken into oonsideration all the 
factors neoessary to enable a conclusion to be formed; and .in addition to this, the 
influenoes which affect prices and the relative value of the preoious metals are so 
subtle and various, that it is difficult, if not impossible. to assign to each of them its 
due weight. 1 

e. In view therefore of the diffioulties which n~cessarily attach to such an inquiry; Scheme of 
we think that the best service which we can render is, in the first instanoe, to set out Report. 
at some length the facts to which our attention has been called, with the arguments' 
and opinions expressed on either side, leaving for a later portion of our Report the 
conolusions at which we have ourselves arrived. i 

We feel that our Report will be of greater value if we are able to present in a 
ooncentrated form the nature of the problems involved and their bearing on one 
another, with the opposing arguments, so as to enable those interested to form 
their own judgment, than if we limited ourselves to a statement of the conclusions 
to whioh our own investigations have led UR. 

We desire to take this opportunity of expressing our acknowledgments to the several 
witnesses who gave evidence before us, and also to those gentlemen in foreign oountries 
who were good enough to forward written answers to our questions_. These answers, 
which were appended to our Seoond Report, will, we think, be found to contain much 
valuable information on the subjeot of our inquiry_ 

7. We have already indicated the nature of the ohanges to which we understand Historical 
the terms of Your Majesty's Commission to refer, namely (a) the fluctuations which ::;!yofthe 
have taken place in recent years in the relative values of gold and silvel', and (b) the 'p"':~on 
general tendenoy of those fluotuations which has been in the direction of a fall in and value of 
the gold prioe of silver. the two 

But before llntering upon an examination of the changes which have occurred in metal .. 
recent years, it may be useful to give a brief sketch of the main facta with regard to 

A $6186, ' A 
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the relative value and production of the precious metals in periods anterior to those 
to which our attention is specially directed. 

In the history of the productIOn of the precious metals the two principal features 
are the lill"ge discoveries of silver in South America and Mexico which marked the 
middle of the 16th century, and the large discoveries of ~ld in California and 
Australia which marked the middle of the 19th century. Pnor to 1545 the average 
annual production of gold appears to have been (in weig~t) about one-tenth of the 
production of silver. From the date of the discovery of the Potosi mines there was a 
rapid increase in the production of silver. so that by the beginning of the 17th century 
the relative proportions were about 98 per oent. of silver and 2 per cent. of gold. 
This proportion gradually altered during the 17th and earlier part of the 18th 
century until in 1750 it became 95'5 per cent. of silver to 4'5 per cent. of gold. 
For the next 50 years the production of gold fell off relatively to silver, and towards 
the beginning of this century, the proportion reverted to about 98 per cent. of 
silver to 2 per cent. of gold. The output of gold then began to increase. at first slowly, 
and after 1848 more rapidly, until the proportion in 1850-55 was 81'5 per cent. of silver 
to 18'5 per cent. of gold; but owing to the alterations in the supply since that date, the 
proportion is now about 95'5 per cent. silver to 4'5 per cent. gold. 

Notwithstanding these variations in the production, the relative value of the two 
metals, liS represented by the gold price of silver, has. at least during the last 200 
years, been subject to much less fluctuation. At the beginning of the 16th century 
the relative value of silver to gold was 88 11 to 1. During that century silver 
depreciated slowly, and during the first half of the 17th century more rapidly, until 
in 1670 the ratio was about 15 to 1. near which point it remained till shortly after 
the middle of the 18th century. About this time there was a considerable discovery 
of gold in Brazil, and the ratio became about 14~ to 1. Silver then again became 
slightly depreciated. and from the beginning of the present century down to 1873 
the ratio did not materially vary from 15l to 1. 

It will.thus be seen that from the middle of the 17th century the relative value of 
the two metals did not vary much more than 3 per cent. in either direction until the 
recent divergence began to manifest itself in 1873. 

ExlAlntof 8. From a table presented by one of our earliest witnesses, Mr. Pixley, it will be tte rece~t observed that £rom 1833 to 1872 the annual average price of bar silver on the London 
~h:~~~ve market was never lower than 59-hri per oz. nor higher than 62rtd., showing a range 
value. of 2id. during the 40 years in question. 

Canoes 
"ifecting 
sUver •. 

Mr. Pixley has been good enough to furnish us with a continuation of this table 
down. to the end of 1887, from which it appears that in the years from 1878 to 
1887 both inclusive, the highest aunual average was 59td. (in the first year of 
the period) and the lowest 4¥sd. (in the last year), mowing a variation of 14·id. 

The higheijt actual quotation between 1833 and 1873 was 62fd., in July 1859; and 
the lowest 58fd. in February and March 1833, showing & variation of 4d. 

In the later period the highest actual quotation was 59Hd. in February 1873, and 
the lowest 42d. in July and August 1886, showing a variation of 17Hd. . 

During the current year the price has undergone a further decline, dating from 
about the end of February. On the 19th of May the quotation was 4lid., the 1~e8t 
yet recorded, and for some weeks aft6rwards it scarcely rose above 42d. 

As will be seen from the dates given the general tendency of the silver market since 
1873 has been downwards, there being only three years (1877,1880, and 1884) in which 
the average price for the whole year was higher than in the year preceding. 

CAUSES OF THB FLUCTUATIONS AND THB FALL III TBB GOLD PRICE OF SILVIlR. 

9. On these facts the question arises whether the wider range of the lluctuations 
in the later period, and the fall in the gold price of silver are due: , 

(I.} to some change which has affected silver, or 
(II.) to some change which has affected gold, or 

(III.) to changes which have operated upon both metals. 
W Ii will proceed to state the arguments brought forward under each of these heads. 

I. CAUSES AFFliCTING SILVER. 

10. The first point to be noticed is the increased supply of silver from the mines. 
especially those of the United States. . - . 

11. But before entering upon the statistics relating to tne production and consumption 
of the precious metals, we desire to express our acknowledgments to the recent work 
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of Dr. Soetbeer,* which contains BO much valuable information on this and many other 
points connected with monetary questions. . . 

Throughout our Report we shall frequently refer on aU statistical questions to the 
fi~s compiled by Dr. Soetbeer. He explains very fully in aU cases the sources of 
hIS information and the methods which he has adopted in compiling it; and we have 
not met with any oliher figures which appear more, deserving of general acceptance, 

We have been so much impressed by the valqa of the work in question, that we 
have appended a translation of it to this report. i 

WeBre also indebted for some ulI&fuJ. information to the independent inquiries of 
Sir Hector Hay and Mr. Pixley on certain branches of the subject. 

12. The following table reproduces Dr. Soetbeer's estimate of the 

PRODUCTION of SILVER since 1851. 

Total Produotion ~nction in the United Stat ... 
(A.onaal Average.) (Annual Average) .. 

Period. 

r Weight In I Weigh.in I Value in Value in 
Kilogrammea. £ Sterling. Kilogrammes. .£ Sterling. 

1851-65 886,115 8,019,350 
, 8,300 76,100 

1856-® 904,990 8,285,450 6,200 06,400 
1861~5 1,101,150 9,965,400 174,000 1,574,700 
1866-70 1,389,085 11,984,800 801,000 2.698,950 
IR7l-7o 1,969,42.; 17,282,450 \ .564,800 4,942,000 
1876-80 2,450,2.52 19,103,100 . 980,672 7,647,000 
188HI5 2,861,709 21,488,000 1,137,178 8,621,450 

; 

The weight of silver annually raised from thd mines may therefore be said to be 
at the present time considerably Plore than double what it was 20 years ago;. and it 
has increased nearly 50 per cent. during the last ~o quinquennial periods. 

(a) Inereued 
supply from 
mines; 

It should be added th80t in the above table tE value of the silver produced has 
been estimated according to the actual gold price the several periods specified. 

13. In addition to the supply from the mines, e amount of silver placed on the and (6) from 
market was further increased by that portion of ~e demonetised German silver which the we ~ d 
was offered for sale. The quantity so sold is stated at 3,552,000 kilogrammes, and ~=tise 
the amount realised was upwards of 28,OOO,OOOl. " silver. 

The following figures show the proceeds of tle sales in each year from 1873 to 
1879, and the average price realised. : , . , -

Year. Proceeds of SaI .. / I Average Pri.e in Pence 
~ 

per 0 •• Standard. 

;/) d. 
1878 . · 464,834 ~:r 1874 · · 8,066,783 
1875 . · 910,422 67* 
IR76 · - 4,696,824 ; 52! 
IH77 - · 1l,.52I,211 54,\ 
1878 · - 6,310,192 52h 
1879 - - 1,396,720 .50 

Total - 28,356,986 
, 

The effeot of this supply must, however, have heen of a very temporary character; 
and little if any silver has been sold by the German Government since 1879. 

14. Coupled with this increased BUPllly thers has also been, it is alleged, a decrease (e) Decreased 
in the demand, arising from the followlDg Muses: . demand. 

(a.) The cessation of the free coinage of silver in Germany, the Latin Union. 
and Holland; and 

(b.) A. diminution in the quantity required for transmission to India. 
15. The statistics of the coinage throw very little light upon the real extent of the (i.) Coinage. 

demand for new metal. But we a.ppend in a footnote such statistics as we have been 

• Materi..lien lur Erlaiilerung nnd Beurleilung der wirtachafLlicben Edelmetall_hiltnis", nnd der 
Wiibrungafrage. Berlin, 1886. 
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able to procure of the total coinage of silver in the principal countrios of tho world 
since 1851.- . 

It will be observed that previou8 to the period 1881-85 the coinage greatly exoot'ded 
the total production. This is due to the large 9usntity of llilver which is' re·coined, 
ana which therefore appears more than once m the returns. At many of the 
Continental mints no record is kept of the origin of the metal coined, and it is 
therefore impossible to say what proportion of the amount issued b~ the mints was 
nowly raised from the mines, and what proport-ion was old silver re-comed. 

(ii.) Demand Hi. The diminution in the Indian demand for silver is ascribed primarily to the 
IUr India.. increase in the amount of the bills drawn by the Secretary of State for India upon tho 

Q.3030-4, 
1)131. 

Government of India. 
The following table gives the net import of silvel' into India (in tens of rupees), 

and the amounts received by the Home Govtlmwtlnt for bills drawn upon India (in 
sterling) for each year since 1851. 

• 
Amounts aceind Amoanu recei",d 

Net Importa of by tlleRom. Not Imporll of by tho Hom. 
OftieW Y .... Silver into Go...........tfor Oftlcial Year. BU .... lnto Government to. 

India. Bilbo d",,,,, Iodia. Bm. clrawa 
00 Iodi .. OD Iodi .. 

Rx) £. • Rx. £ 
1850-61 2,117,225 3,236,458 1870-71 941,924 8,443,509 
1851-62 2,865,35'1 2,777,528 . 1871-72 ·6,520,316 10,310,339 
1852-53 4,605,024 3,317,122 . 1872-73 . 716,144 18,9.19,005 
1858-64 2,305,744 3,850,565 1873-74 2,495,824 13,2K5,678 
1854-65 29,600 3,669,678 18H-71; 4,642,2()2 10,841,616 - -. 

Average . . 2,384,.~90 3,370,269 Average •• · 3,063,OBa 11,364,047 
----

IR.'i5~'iR 8,194,375 1,484,OW 
1856 ·57 II,073,l!47 2,819,711 1875-76 1,555,366 la,a89,6l:1 
1857-58 12,218,948 628,499 1876-77 7,198,872 12,695,709 

.1858-69 7,728,342 26,901 1877-78 14,676,335 )(l,134,466 
1859-60 11,147,663 4,694· 1878-79 .3,970,694 13,9·18,565 · . 

1879-80 7,869,742 lIi,261,81O --Average . - 10,072,495 902,669 -
, Average . · 7,064,199 12.8H6.048 

- -
1860-61 5,328,009 797 
1861-62 

i 
9,086,456 1,193,729 

1862-63 12,550,167 6,641,676 1880-81 3,892,57" 15,239,677 
1863-64 i 12,700,719· 8,979,521 1~81-82 6,379,050 18,412,429 
186i-65 

, 
10,078,798 6,789,473 1882-83 7,4eO,227 lS,I20,021 ! -------- IH83-84 6,405,1iH 17,699,805 

Average - . . 9,968,028 ,,4,721,019 1884-86 7,~45,631 13,768,909 -- -Average . • 6,080,627 16,1)'26,268 
1865-66 18,668,673 6,998,899 --~ -
1866-67 6,003,103 6,613,748 
1867-68 5,593,962 4,137,285 -1868-69 8,601,02!- 8,705,741 1886-86 11,606,629 10,292,602 
1869-70 7,:U8,144 6,960,122 1886-87 '1',166,738 12,136,279 

- ---- 1887-88 9,218,751 lli,36li,577 
Averag~ . -' 9,428,981 5,487,159 

These figures, it is contended, show that, whilst the sterling remittancos of the 
Indian ,Government have increa.sed, the exports of silver to India have decreased; and 
this for the following reasons: 

• PerIod. I lfomiad VtI,ue of SU ... Coizaap. 

E~andtbe Jlrilllh India. 'l'otoI. 
UDited. Beata. - --a £ £ 

'.IIHII - · ....... 000 ... "" .... .......... , ....... · · M,Ut,6(1) .sSI3.IJ(J) 9-I.7U7,51JO 
180HII · · .. .371 .... ...,.,' .... 7"_ 
188&-70 · · ...... .000 36,987.000 .. -'87,..11 · - ........... 1 • .81:".000 84.1~,400 
187_ · - .......... tf,71Jti.ooo _ • • UIf,6IJl,.i1U) 

11881 ... · · .... l6,6OO .......... - , , 



(i.) The drawings of the Rome Government repreRent ;!on export from India for Etfect,tf 
a great portion of which no commercial equivalent is received, and which ~~rnctl 
consequently diminishes the purchasing power of. the country. I •• 

(n.) The bills drawn upon India represent a competing remittance with silver; and 
as, owing to the neceBBities of the case, thl'l bills must be put on the market at 
whatever price they may fetch, and cannot be held over, except within certain 
limits, to await the opportunity of a favourable market, the demand for silver as a 
means of remittance is proportionately reduced, and its price depressed. 

(iii,) The bills are not placed on 'the market in the ordinary course of trede a.rising 
from the balance of international indebtedness upon the commercia.! transactions 
of the two countries. They may be offered largely for sale at a. time when they 
are not required for purposes of remittance. This has the effect of lowering 
their price, a.nd experience shows that the price at which they are sold influences 
the market for silver. If their price falls .:the silver market is immediately 
depressed. . 

17. The Indian demand for silver has been further affected by other circumstances Other cau ... 
independent of the mllre increase in the drawings of the Home Government. aifoI ""d' tmg 

,- DlaD 

• For some yea.rs before the commencement of the fall in the value of silver there 4emand. 
had been special reasons inducing a flow of .ljhat metal to India. This was due 
mainly to the following ca.UBeS, (i) the Americanpotton famine, which stimulated the 
export of cotton from India, (ii) the construction of the Indian railways and other 
publio works, which necessitated the expenditure of a large a.mount of capital in that 
country, and (iii) the mutiny, which compelled the Government to reduce its dra.wings 
on India for the time and even to make remittances in silver. It may alsCl be added that. 
the ~old discoveries set frce for export to the EaSt large quantitiea of silver formerly 
reqUlred for purposes of currency in Europe, .A1J these causes tended to promote the 
export of silver to India a.nd to diminish the amount of remittances to England. The 
full effect therefore, even of the comparatively small demands of the Home Government, 
was scarcely felt until about. the year 1871-72 ;f' nd since t. hat dat-e, as will. be seen 
from the table above given, they have largely inc eased. . 

It has alBO been said that owing to the uncert . IJ· value of silver in recent years, and 
the tendency of gold to rise in value, the latter metal has taken the place of silver to 
some extent in India for purposes of hoarding. ',The figures showing the increased 
demands for gold are given in § 37. 

'. 

18. An argument of a somewhat different character ascribes the fall and fluctuations De8~ructio~ 
in the gold price of silver to the remova.! of an influence which formerly tended to of !",!,etalhc 
keep its value steady in relation to gold irrespective of the considerations to which L8~D'tniOD. 
we have already alluded. 

From 1865 to 1873 the mints of the State, forming the Latin Union, namely 
France, Belgium, Italy, Switzerland, and Greece. were ready to convert into coin all 
silver brought to them, such coin being legal tender to any amount in the several 
States of the Union, at a fixed ratio with gold. . 

In France a similar law had been in force since 1803; and the principle of a legal 
ratio had been adopted in that country at a much earlier date. 

The existence of this bimetallic law was, it is' contended; sufficient to maintain a Q. 3467; 
permanent relation between gold and silver, quits independent of the actual quantity 4326-
of either metal which was brought for coinage, or raised from the mines. . Any 
person possessing ailver, and knowing that by taking it to the mints of those countries 
he could obtain in return for it DOin, which would be there available for the discharge 
of debts in the proportion of 15t of silver to 1 of gold, would not part with it for any 
purpose except at a price approximating to that ratio. 

In other words the ratio established by law between the two metals practically 
oontrolled and regulated the market ratio. 

19. In support of this view, it is pointed out that while the relative value of the Stability 01 
production of the two metals was subject to oonsiderable changes in the first 70 !""r,!iveYaIue 
years of this century, the extreme variation in their market value scarcely exceeded :::.n=.er 
3 per cent. in either direction, as shown in § 7; while, if the average value over 
a series of years is taken, the variation is bardly perceptible. 

. , A 8 
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These facts are brought out more clearly in the following table compiled from 
Dr. Soetbeer's estimates of the production of the two metals :-

Rm.ArrvB V ALUB of PRODUCTION and MARKB'r PRICB of (fflLD and SILVBB in the 
under· mentioned periods. 

Period. I Vol .. ofProcluctio .. (A ..... 01 A_). ProportioD of A......,. Priaeof I Ratio of 
su ... to Gold. 'liar BUYer. Man .. Vol .... . --_._--

SiITeJ'. GoIcI. P ..... per 01. 811_. GoI4, 
1801-10 £8,002,600 £2,480,000 8'226 to 1 601.- U'61 to 1 
1811-29 4,tl66,900 1,,j~6,600 3'048 ... 1 6<lH 16'61 It I 
1821-30 4,076,9110 1,9RB,I00 2'006 .. 1 69r 16'80 " 1 
1831-40 6,278,600 2,830,300 1·8f'6 .. 1 69 16'75 .. I 
1841-60 6,867,600 7,638,800 '899 .. t 69,.. 16'&3 .. I 
1851-65 8.'119,300 27,816,400 '288 .. 1 

6T 

1~'41 .. 1 
I 86rHlO 8,235,400 28,144,900 '292 .. 1 61 1.~·30 .. I 
1861-65 9,965,400 25,816,300 '3tl6 " I 61 15'40 .. 1 
1866-70 ll,9!!4,800 27,200,900 "440 I. 1 60 16'66 .. I 

20. In 1873, however, large quantities of the silver which had been withdrawn and 
sold in consequence of the monetary changes in Germany were brought to the French' 
and Belgian mints. Upwards of 6,ooo,oool. worth of silver in France, and upwards 
of 4,OOO,oool. in Belgium were coined in that year; and serious apprehensions were 
excited in both countries. The result was the Convention of January 1874. between 
the several States of the Latin Union, which limited the coinage of 5·frano pieClls in 
the Union during the year 1874 to the foUowing amounts, namely: France, 60,000,000 
francs; Italy,40,ooo,OOO; Belgium, 12,000,000; and Switzerland, 8,000,000; and this 
limitati<>n was continued (subject to Ii slight alteration in the amount) until the 
coinage of full legal tender silver was finally suspended in all the States of tho Union 
in November 1878.* ,. 

21. The effect of these measures: was, it is said, not only to depre~s the price of 
silver by limiting the actuol use of . .that metal, but to destroy the controlling power 
formerly exercised by the legol ratio; and as this change, in itself one of great 
importance, occurred simultaneously with a great· development of silver mining in 
America, and as the supply of silver relatively to gold has increased, while the demand 
for it relatively to gold has diminished, the naturol result of a fall in the gold price of 
silver has ensued. 

The full effect of the change is shown in the following oontinuation of the table 
given above. 

Period. I Vol •• of Produotion (ADIluol Average). I Proportion or .berage Pri .. of I Ratto of 
SUnr to GoIcI. Bar Silver. Market Val .... 

-
Silver. Gold. Pace per 01. Silver. Gold. 

1871-'10 £17.2a2,45O £24,260,300 '710 to 1 69". 1l;'97 to 1 
1876-80 19,1O:~,j()O 24,O,~2,200 ''194 .. 1 62ft 17'81 .. 1 
1881-86 21,438,000 20,tlO4.900 1'030 .. 1 60t 18'68 .. 1 

-
It will be observed that in the latter table an increase of 45 per cent. in the ratio 

of production was met by a diminution of 16 per cent. in the market value; whilst 
in the former table the diminution of 86 per cent. in the ratio of production between 
1801-10 and 1866-70 coincides with a rise in the market volue which is scarcely 
perceptible. 

22. It is contended, on the other hand, that the fall in the gold price of silver has 
not been due to any causes solely or ohiefly affecting silver. 

It is pointed out that the increased supply from the mines is not sufficient to account 
for a fail of 25 or 30 per cent. in the value of silver as compared with gold, when it is 
remembered that the annuol supply of the precious metals is not oonsumed within 8 

given limit of time, as is the case with most other commodities. but is added to a stock 
representing many times the annual production. 

• The nominal value of tbe subsidiary silver coins isoued from tbe mints of lb. Latin Union in the y ...... 
1878 to 1887 inclusive WB8 3,610,328/.; but the greater ..,.n of tbis valne rep ....... ta re-coinage. The 
mill ,.imal finen ... of tb .... ~oin. i. 835, thu of th. Ii.fran. pieces being ~, &Ild the former are legal """'or 
only for sums not exceeding 60 fraD.... -. 
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The value of the silver produced in the world from the end of the 15th Ile'ltury 
to the present'time is estimated. by Dr. Soetbeer at upwards of 1,951.000,OOOl. 
If an allowance be made of one-fourth for loss and wear, the annual supply, even at 
the present rate, represents an addition of les8 than 1 t per cent. to the existing stock. 

23. In reply to this it is urged that, owing to tht'l legislative changes desoribed in Gr~l:"r 
§ 20, the market has, since 1873, become much more sensitive to variations of supply, :fDt~~ven..,. 
and that in such circumstances an addition of only 1 per cent. to the existing stock market • 

. might produce a result altogether out of proportion. to it~ intrinsio importance. 

24. With regard to the alleged iteCrease in the demand, it is urged that the actual :?-""d 
employment of silver even for purposes of coinage has not diminished since the period d:':~ 
whtln the fail in its value commenced. " 

Any falling off in the quantity required for use in Europe has been more than The Bland 
counterbalanced by the comparatively new demand created in the United States. Act. 

Down to the year 1873 there had been free coinage in that country for both gold and 
silver, and both metals were legal tender at a ratio of 16 to 1. But during the Civil . 
War, and for some years afterwards, the amount of silver coined was very small; the. 
average value of the coinage in the 10 years ending June 30,1874, did not amount to 
2,000,000 dollars a year. 

By the United States Coinage Act of 1873 the free coinage of silver was suspended, 
and gold was made the sole legal tender for sums exceeding 5 dollars. 

The Law of February 23, 1878 (generally known as the Bland Act, or more 
correctly the Allison Act), directed the monthly coinage of not less than 2,OOO,COO or 
more than 4,000,000 dollars, and made them full legal tender for any amount, in the 
absence of special stipulation to the contrary. ~ 

The total ooinage under that Act in the 10 years during which it has been in 
operation is upwards of 300,000,000 dollars, the whole ef which practically represents 
a new demand. . 

It also appears from a table put in by Mr .. Giffen that China, whioh formerly ChiD ... 
exported silver, has since 1875 become an importing country. Q.597. 

As ·regards the alleged falling off in the Indian demand, it is pointed out that the India. 
diminution in recent years only becomes apparenti,if they are contrasted with the years 
1856-70, a period which is admitted to have been Ime of abnormal demand in India. 

In the 20 years preoeding 1856, the avera.gi net imports of silver into India 
scarcely exceeded Rx. 1,750,000 a year; in the 15 years 1871-85 the average 
was Rx. 5,400,000; while in the years 1885-86 to 1887-88 the average rose to 
Rx. 9,327,000. 

The figures given in § 16 show that in the pe~od between 1856 and 1870 the net 
imports of silver into India. slightly exceeded the total quantity produced in the world, 
and the Indian demand must oonsequently have been largely met from the cUITencies 
of the bimetallic oountries. 

The failure of the supply from this souroe since 1873 is, it is said, sufficient to 
balanoe a matorial increase of production from the mines. 

25. The allegations concerning the influence of the Indian Council bills upon the A. to alleged 
silver market are also di~puted. It is said that while the Indian Counoil bills ma.y have ~ct:f 
an immediate and temporary effect in preventing silver from going to India and in thus bi~D 
checking the demand for it, yet that in the end it is the value of silver which must Q 1~ 176 
determine that of the bills; that if there is a sufficient demand silver will flow to India, • , . 
whatever the amount of the bills; that they oan only check the export of silver to 
India. in the same way and to the same extent in and to which they check the export 
of other goods; and that a8 the imports of goods into India have largely inoreased 
notwithstanding the inoreased drawings of the Government, the imports of silver 
cannot have been seriously checked by those drawings. 

26. While therefore it is not denied by those who take the above view with regard Nosuffi"!ent 
to the demand that, but for the monetary changes in the Latin Union and Germany, erplanatlotD 
the demand for silver might have been oonsiderably greater than at preijent, it is r..;'88~ a 
oontended that on the whole there is no evidence of any suoh diminution in the use of &ak.en place. 
silver as would be suffioient to aooount for a fall of from 25 to 30 per cent. in its value 
when compared with the years preceding those ohanges. 

27. It is also a.rgued-
«(I.) That if the fall in the value of silver was due to Bome oause deeting that metal SiI'ftr h: 10 

alone. and that oonsequently it had fallen not only against gold but against commodities, :~!er~:Ung 
there would have been an inoreased export of silver to countries where it is legal countries. 

A4 
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tend"r tc an unlimited extent, resulting in a general rise of prices and wages in thoee 
countries. 

There is, however, no evidence of any Buch phenomenon having taken place. On the 
contrary, as will be seen from the figures given in §§ 15 and 16, neither the imports 
of silver into India, nor the coinage of that metal, have shown any tendency to 
increase in such a manner as would support this theory. . . 

Demand for (b.) That the demand for a metal which is used as the standard is necessarily unlimited 
::'jaro as to quantity in the country in which it is 80 used; that the strength of that demand 
beuDI;:'~!.. is shown by the quantity of commodities for which a given weight of the metal will 

exchange; and that 88 silver will at the present time buy as much produce in India e.a 
before, it follows that the allegation of a falling o.ff in the Indian demand for silver 
cannot be maintained. 

No great 
increase in 
supply. 
Q. 87 48--S~. 

Flow of 
silver to 
the East 
couuteracted 
by export of 
goods. 

Q.9128. 

(c.) That silver has not flowed to India in greater quantity because there is no great 
surplus of silver in the market which could be thus dispc)sed !If. 

The additional amount of silver thrown on the market outside the United States in 
recent years is shown by the following figures, compiled from Dr. Soetbeer's tables :-

----------
A __ Annual Net Export from 'rotal Yean_ Production of SUver Uoited S&a .... 

olllaide U~ _ (A nnaal A ..... p). (Auoaal AYentj!e). 

KilO1. Kiloo. Kilo.. 
1866-70 - - 1,038,085 329,H88 1,367,978 
1871-75 - - 1,404,625 619,000 1,923,626 
1/j76-80 - - 1,469,580 221,444 1,691,024 
1881-85 - - - 1,724,231 248,111 1,972,842 

1876-85 - - - 1,596,906 234,777 1,831,683 
1871-85 - - - 1,532,812 329,618 1,1162,330 

Thus it appears that the average yearly amount of new silver to be absorbed between 
1876 and 1885 was actually less than the average of 1871-75, and that the excess 
amount to be absorbed in the period 1871 to 1885, compared with the average of 
1866-70, was only 494,357 kilos. yearly, or less than foul' /Lnd a half millions sterling 
at the old ratio .of 1 to 15t. '. 

(d.) That whatever influence the increased drawings of the Indian Council and the 
absence of any special demands snc·h as those referred to in § 17 may have exercised 
on the value of silver, an additional demand must have been created in recent years 
by the development of the country, the increase of population, the construction of 
railways, the opening of the Suez Canal, the lowering of the cost of transport, and 
other similar causes. 

28. According to another view, the flow of silver t{l India which might have been 
expected from the fall in its value in Europe has been counteracted or pt'evented by the 
heavy fall. in . the gold prices of many commodities exported from Europe to India, 
which has resulted in increased exports of those commodities, in lieu of silver; the 
prices of such commodities having fiillen more than the price of silver. 

The follo~ng table in illustration of this argument shows (i) the total im,Ports into 
India of merchandise and* treasure, (ii) the imports of merchandise only (excluding 
gold), and (iii) the net imports of silver:- . ,. 

Total Importl. 
. 

including lmpo .... , ImporlO of Sil .... Period. the i'recioua M ... h.andise emir. ,AImaal Av_.) M ...... (Annaal ......... ) 
(AnnaalA_) 

ns: Rx. Rx. 
1866-70 47,067,000 32,652,200 9,429,200 
1871-75 39,078,700 33,698,700 3,066,600 
1876-80 47,020,900 39,352,600 7,054,200 
1881-86 63,855,100 53,061,600 ··6,080,600 

• The net imporll of treasure have beeR taken. 
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'29. In reply to this argument, it is urged that no diminution in the cost of 
producing commodities exported from Europe t:l India could affect the demaud for 
silver in India, so long as thatmetal would buy as much produce in India as before. 

30. The fact of the steadiness.in the relation betweeu the two metals during E.Jfect "! the 
the maintenance of the bimet8Jlic system in 'France is explained as being accidental :4" 
and not necessarily attributable to the working of that system. At the time when the acci~:dl. 
large discoveries of gold might have been expected to destroy the efficacy of the Q. 6336. 
legal ratio, !'rance happened to be in possession of a considerable stock of silver, 
for which, owing to exceptional circu!hstances, she was able to find & market elsewhere ; 
and when, in its turn, the production of silver increased. there happened to be a large 
stock of gold in the country. . 

The oauses of the steadiness in the relative value ot gold and silver. and the extent 
to which this steadiness was due to the maintenance of the bimetallic standard in 
France. will be full, dealt with in another portion IJf our Report; and we need not, 
therefore, at this POlUt state the argument at greater length. ' 

• 
II. CAUSES UPBC'IlNG GoLD. 

81. The view which ascribes the divergence in the value of the two metals to :\rgumeDl8 
causes primarily aWecting sjIver alone was that which received the, largest amount m myO?' ,ot 
of ~upport when t~e fall in its value as compared wit~ gold was first brought to the :f~d."'''OD 
notice of the pubbc. , -

As soon. however. as the oorrections suggested by experience came to btl applied Q. 10,303-6. 
to theory, it was suggested that this explanation, of the phenomenon was scarcely 
consistent with some of the known facts of the situation; and it was then urged, even 
by those who did not admit the effects ascribed tq the dissolution of the bimetallic 
ratio in the Latin Union. or accept the theory of a fall in the value of silver owing 
to an excessive supply of that metal as compared wi,th the demand. that an explanation 
should be sought in the hypothesis that the change which had taken place was due 
to, circumstances which had affected gold and no~ silver. 

82. This theory. that gold is scaroer both absolutely and relatively to the work which 
it has to perform. and that oonsequently it bears a higher relative value to both com
modities and silver (so far as the latter is to be considered as a commodity) than it did 
formerly. is supported, by its advocates both on a pri.ori grounds and, by appeal to facts. 

33. It is pointed out in the first place that there has been a diminished supply from Diminished 
the mines. : 8DPpil of 

The following table gives Dr. Soetbeer's estimate of the total prodUction of gold since that metaL 
1851. 

TolOl Prodaetioo. 
(AnnaalA_) 

Period. , 
Weight In 

I 
Value i.a 

KIlogrommeo. /I Starlinll. 

1851-65 199,388 27.815;400 
1856-60 201,750 28,14-1,900 
1861-60 186,067 25,816,800 
1866-70 196,026 27,206,900 
1~71-75 173,00. 24,260,300 
1876-80 172,414 24,052,200 : ' 

1881-86 149,13'1 2O,9Ot,900 
• 

, 

These figures, though they doaot, iof course, 'pretend to absolute accuracy. are in 
substantial agreement with those compiled by other authorities. In the evidence given 
by Sir Hector Hay and Mr. Pixley will be found the results of independent-inquiries 
instituted by them. The actual quantities given by the different authorities for each 
period do not always coincide; but the result. 80 far as it establishes a proPll!'tiO'tate 
diminution of supply, is practically the same in all cases. " . 

M. Concurrently with this diminished supply it. is contended that! there has been an Coupledwith .1 
inoreased demand for gold ou the part of the United States, Germany, Italy, Holland. iDcnued 
and the three Scandinavian kingdoms. delllADcI. 

.. 101." II 
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35. Of the above-mentioned countries the demand for the United Btatet is un-
doubtedly the most; important. . 

It.8 extent will be best understood from the following figures ahowmg

The CoNSI1MPTlOlf of GoLD m the U NlTBD STATBB • 
. 

AmmaI "" ...... Val .. of 
1'_ A_ 

, Home productioD.l Net EsparIO. I lIetlaapora <laIIIa1llplioa. 

I! I!, £ £ 
1866-70 10,602,000 8,069,000 - 2,633,000 
1~71-76 8,300,200 8,694,000 - - !I~,t>OQ 
187f>-.80 8,916,840 - 2,468,000 11,384,840 
1~1-85 6,708,080 - 4,426,000 11,138,080 

I 

i 

I --. ---_. 
From these figures it appears that during the 10 years 186~75. the United States 

absorbed a total value of ll,196,OOOl .. and during the 10 years 1876-811 a total value 
of 112,589,600l. 

The United States liret began to draw gold from Europe in 187S, and since that date 
the importe of gold have exceeded the exports in every year except one. 

This demand was originally created by the anticipated resnmption of specie paT" 
ments on the lst January 1879; and its maintenance is due both to the very rapid 
growth of the trade and population of the country. in recent years, and to' the increasing 
demand for gold for industrial and currency purposes. A large amount is also 
accumulating in the Treasury, owing to the growing surplus of revenue over expendi. 
ture, and the protective system of the country, which, it is said, leads to an export of 
gold ~hitherin lieu of co~modities. . .... . 

. - ThIS . large accumulatIon of gold m the Treasnry IS a distinctIve feature m the 
United States. IIi other countries the store of gold constitutes the reserve of the 
principal banks, and is the foundation on which the commerce of those countries is based. 
In the United States, however, .the amount held by the Treasury, except so fllr 88 it is 
represented by notes or gold certifioates, is practiclilly hoarded aud wi$drawn from 
oOIJlmeroi,al use altogether. 

36. The extent of this demand for the United States in it.8 eWeet upon the supply 
available for other countries is further illustrated by the following table showing the-,. 

AVAJUBLJI SI1PPLY of GOLD ,in COUNTRlES outside the UNITBD STAUB. 

"" ... 1l1li ""_ Val •• 01 the 

. Period. 
l'roduelioD ouuM0lllet BspoN 110m Illet rmportl to th.1 
the United State.. .the Uuited s....... Uuited S_ j Total Supply. 

I! I! 
, 

l- I! 
1866-70 16,604,900 ~,069,OOO . - 24,673,900 
1871-75 ·16,960,100 8,694,000 - 24,654.100 
1876-80 16,136,360 - ·2,468,000 12,667,860 
1881-115 14,096,820 - 4,426,000 9,671,820 

37. There was also a slight increase between 1880 and 1885 in the Indian demand 
for gold, which however has not been maintained since that date. ' 

Period. 

186~70 
lR71-75 
187~ 
1881-85 _ 
188~ 

N B'l' IJOIOIL'l'I! of GoLD into INDIA. 

.. 

Anoual A~er8g. Vai"". 

RL 
4,985,528 

- 2,330,080 
614,9S8 

• 4,712.899 
- •• - 2,643.os7 
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If then we deduct from the total production the quantities absorbed by India. and 
the United States we a.rrive at the following result&:- . 

Period, I Totall'roductiOJl I Aboorbed by IDffia IDd I Sarplu. oldie World, lb. trailed S-. 
t, , 

£ £ £ 
'·18664' 257,836,000 47.771,000 . . 209,566,000' 

1876-85 224,285,000 • '189,229,00(1 86,056,000 

. 

. 

38. The demand ip Germany hBB arisen froin the 8ubriitation ,of a gold for a silver Enropean 
standard simulta.neouslywitli the Withdra.wa.l of 8 considerable quantity of notes of demand. 
small denominations, necessitating a corresponding addition to the metallic circulation. 

The gold ooinage was first authorised by a law of' ]j~cember 1871. but the single Germany. 
gold standard was not actually introduced until July 1873 by a law which .also • 
prohibited the issue by the Imperial Bank of 'Germany of notes of a leas value 
than 100 marks. " 

The amount of gold actually coined by Germany sinCe 1871 is upwards o.f 98,000,0001.;. 
and of this sum about 80,OOO,OOOl. is estimated to represent the new demand. Q. 498. 

The greater portion of this coinage (upwards of 50,OOO,OOOl.) was executed in. the 
years 1872 and 1873; and ,the bulk of the,metal ~q~redwas drawn either, directly Q.1354. 
or indirectly' from France. 'rhe following 'figures will afford some indi~tion of the 
movement of gold towards Germany during those years. . 

V ALVII of GOLD BULLION and SPIICIII exported to Germany in' the under-mentioned 
Years. 

I 
, 

I . I I : Year. Great BritaiD. Pmace. Belgium. Tala!. 

I 
. 

£ £ £ £ 
1871 8,488,000 4,';85,000 " 1,776,000 14,849,000 
IH72 I 8,152,000 353,000 414,000 8,919,000 
1873 7,263,000 7,040,000 -41,323,000 ';5,626,000 

- ----
Total . 23,903,000 , 11,978,000 43,513,000 

' . 
79,394,000 

--
These figures are taken from the trade returns of the three countries above men

tioned, the German returns themselves 'being obviously incomplete; but it must be 
observed that in nearly all countries the returns of, . the import and. expor\; of the 
precious metals are " more liahle to error than ill' the case with other commodities; 
and we do not therefore think t~at thes~ figures affo,rd muoh indioation of the real 
foots of the case. ' 

39. Another demand was created by the ootion. of Italy in ·1881-83, with the Italy. 
, view of resuming specie payments. For this purpose a loan was raised of 16,OOO,OOOZ., Q.622. 
about 12,OOO,OOOZ. of whicll was ,drawn from oountries outside Italy; but the gold 
coinage aotually executed in Italy since 1881 does, not appear lO bave ,exceeded 
6,500,OOOl. . , 

In the Netherlands a bimetallic system of currenoy had been in foroe until 1847, HoDand. 
when a single 8ilver' standard was introduced. The ooinage of silver was, however, 
temporarily suspended for short periods between 1872 and 1875. . By a law of 
6th June 1875, the adoption of a gold coinage was authorised, and the coinage of 
silver was rermauently suspended; the silver, however, still remaining legal tender at 
its nomina value.. The gold eoinage sinoe 1875 has amounted to about 6,OOO,OOOl. 

By a oonvention' originally made in 1872, but not finally ratified by all the parties Scandiu."ian 
until 1876, the three Scandinavian kingdoms, Norway, Sweden, and Dtlnmark, adopted kingdolD8. 
a common system of currenoy based on the single gold standard; that previously in use 
having been silver. 'l'he amount of gold coined in the three countrias since 1872 is 
about 7,OOO.000l. 

• Entend iD the 1'8"""'" ..... in _.it from FnIaoe." 
B2 



Demand for 
industrial 
purposes. 

Q. 871,380. 

Q. 388, 807, 
608. 

Increase4 
tendency to 
,hoard or 
accumulate. 

Q.I461, 
1462. 

Q. 7709. 
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40. It should, however, be remembered that all t.he demands for the Beveral 
European oountriea above mentioned must not be coDllidered as haviD~ had a 
cumulative eft'ect, MIme of the gold required having been only temporarily Withdrawn 
from other countriea to which it afterwards returned in the ordinB1"1 COIll"lle of trade. 

In this respect the European countriea atand on a dift'erent footing from the United 
Statea and India, which have on balance absorbed gold almost continuously throughout 
the last 10 years. 

41. In addition to the above demands, whioh relate chieSy to the BII8 of gold for 
monetary purposes, allegations are made that the' amount required 'for industrial 
purposes has mcreased; but very little evidence has been adduced in Bupport of this 
view. .AJJ.y Btatistics on the Bubject must neceasarily be of a very uncertain oharacter, 
as there are no meana of aacertaining either the quantitiea actually used for Buch 
purposea or the extent to whioh the Bupply is obtained from new metal or from metal 
previously used, or the extent to which metal previously used is melted down and 
re-coined. 

Dr. Soetbeer's estimate of the total quantity of gold annually required for industrial 
purposes at the present time (after deduoting the old material used) is 90,000 kilo. 
grammes, equivalent to about 12,250,oool: But this estimate is oonsidered by some 
authoritiea as too high. ,,' 

Sir Hector Hay's estimate of the amount used in this oountry is about 2,3oo,oool., 
of which about 1,750,OOOl. is from new material. ' 

The only oountry in whioh any systematio attempt appears to have been mads to 
estimate the quantity used over a series of years is the United States. 

The inquiries of the Director of the Mint in that country have resulted in the 
following figures :- -

V ALDS of GOLD used for Industrial Purposes in the United States in the under. 
mentioned Years. 

From Coin ODd 
Year. Total CoaIDDI~OD. other From Ban. 

old MaleriaI. 
• 

.£ .£ I. 
1880 ' 1,799,000 66 1 ,()()(} 1,148,000 
1881 2,101,000 816,000 1,286,000 
1888 8,012,00Q 1,625,000 1,487,000 
1885 2,828,000 1,02.,000 1,299,000 

. 
None of the estimates, however, throw muoh light on the morease (lr decrease of the 

~se of gold in recent years. 

42. It is 'further stated that the, unsettl~d relation whioh has subsiste<l between the 
two metals since 1873, as well as other oauses, have produoed a tendency on the 
part of both, individuals. and Governments to accumulate or hoard gold rather 
than silver. ' 

The facts on this point which relate' to bdia have been noticed above in § 37. 
It is also known that the German Government has a sum of about 6,ooo,oool. in 
gold stared in the fortreBS of Spandau, whioh is practioally withdrawn from the stook 
available for oommeroial or industrial purposes.-

.:Further evidenoe pointing in the same direction 'may be found in Dr. Soetbeer's 
estimate of the value of the gold contained in the national treasuries and the prinoipal 
banks of the world, which givea the following figures:-

1877 
1878 
1879 
1880 
1881 
1882 
1883 
1884 
1885 

• 

• 

'. 

.' 
• 

I 

£ 
• 144,500,000 
• 142,500,000 
• 175,000,000 
• 189,500,000 
• 195,000,000 
- 203,500,000 

230,000,000 
• 234,000,000 
• 252,000,000 

----~--~----~------------------~-----------------• It should, hOW8Yel", he noted tbat .. Reieh.kft"P=""beine ., or T ....... ury NOIell ..... been ileaeel b1 tb. 
Governmeot 10 the ntent of abont loW,ooo,ooo marks, which may he CODIIidenoci .. 10 ...... _t _oed 
by the reserve abt,ve mentioned. • 

• 
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It is also said that the State banks on the Continent generally facilitate the Diffi~~lty of 
importation of gold, but plaoe difficulties in the way of its e.xportation. For Obl:'DlD~ 
example, it has been rema.rked that the Jmperial Bank of Germany has at times 5"""ti:':...t.· 
attractAd gold by making advance, for short periods on exceptional terms on I.,l. 1444-6. 
condition that gold is imported for the purpose of repaying such advanoes. On the . 
other hand pressure is brought to bear on merchants and bankers to prevent the 
exportation of gold frOID that oountry. . 

The Bank of Franoe, while objecting to part witll gold exoept in small quantities for 
internal purposes, charges a premium. ~n bar gold when required for export; 

43. The above are all the arguments whioh we think it neee&sary to notice in 
Bupport of the alleged appreciation of gold as deduced from the facts relating to the 
supply of and the demand for that metal. . -

44. On the other hand it is contended- Insignit-

(a.) That, while the supply of gold from the .mines has undoubtedly fallen off, =:: 
the effect of suoh a diminution has been inappreciable, owing (as was pointed out in supply_ 
with regard to silver in § 22) to the magnitude of the stock already in existenoe. Q. 7448. 

Dr. Soetbeer's estimate of the production of gold since the end of the 15th century 
is 1,553,415,OOOl.; and an annual supply of 20,OOO,OOOl. would oonsequently be 
about It per cent. on that stock, while the actual diminution in the supply whioh has 
taken place during the last 15 years woulfl only amount to t per oent. per annum. 

(b.) That the insignificance of this diminution is demonstrated by the faot that, for Q.7709. 
all purposes for which it is required, gold is 8S plentiful as ever. In support of 
this view the figures f'ven in § 42 are quoted. And it is pointed out that the 
allegation noticed in 41 with regard to the increased use of gold for industrial 
purposes would, if true, tend to show that the demand for gold for monetary purposes 
was adequately met. 

(0.) That the ratA of discouIit has been both lower and less, subject to fluctuation Rate ofm.. 
than in previous periods. . . DOd't lower 

The rate of discount, it is said, is conclusive evidence as to tne extent of the :naif.::::" 
supply of gold for monetary purposes, for it is the prioe paid for the temporary Q '1'174-93 
command of that metal, or at any rate for the cOJDmand of BOD;lething whioh depends' . 
upon and varies dire!ltly with the supply of. the. metal, and must oonsequently be 
an accurate indication of the relation subsisting between the demand for and supply 
of gold at the time when it is fixed. .. 

. In further illustration of this view, it is pointed out that any diminution of the 
bank reserves belo,,' their n()rmal limit is almost invariably followed by a rise in the 
rate of disconnt, which in its tnrn tends to replenish the reserves j while any 
material inorease in the reserves is followed by a lowering of the rate, and that these 
results are llroduced with suoh uniformity as to establish a causal connexion between 
movements lD the available supply of gold and in the rate of discount. 

The average rate of discount at the Banks of England, France, and Germany, with 
the number of changes of the rate, in quinquennial periods from 1861 to 1885, is as 
follows:-

-~- ~ ~ .. - Bank of Germ"1' 

Period. 
Average Rate Total Num Average Bate ITotai Number A •• ::f,'; RatelTotai Number 

per C.... I of Chong... perc .... ofCbaogoo. per .. to of Chaogeo • 

, . 

1861-66 - - - 4'90 69 .'S3 36 4'47 12 
IM66-70 - - - 8'62 86 8'07 III 4'67 16 
1871-76 - - 8'75 73 4'86 8 4'50 17 
1876-80 - - . 2'87 29 11'66 7 4'17 27 
1881-66 - - - I 8'48 32 S'S4 6 4'28 III 

From these figures It is inferred that less difficulty has been found in recent years 
in maintaining and replenishing the stock of gold in the reserves of the principal 
banks; and it is only through the state of these reserves that the supply of gold 
for monetary purposes produces any effect upon the transactions of. commerce. 

(,l,) That even admitting the inoreased demand for gold in some countries, and the Tote! stock 
decrease in the annual suppl~ from the mines, the totallliass available for comme~al ~u.~ocI, 
purvoses (which as stated In (a,) is the more important' oonsideration) has not ruff~t1i 
o.imlDished but inoreased. - dioln"bnled. 

D8 
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All that can have been effected. by the increased demand is a different distribution 
of the stock of gold from that which formerly obtained; and the proportion in which 
the stock is distributed among the different countries of the world is immaterial. 

Each country will, so far All ita financial position allows, secure Buoh a share of the 
stock as is required by, and is appropriate to, its individual n8Oe8lliti88. 

However great that share may be in one country, and however little in another, tho 
general level of prices over the whole area and in the long ru~ will be uniform. 

(e.) That from a variety of caUS88, some of which have only recently begun to 
operate, and others of which have operated with greater effect since 1873 than before, 
the quantity of gold required for the oommercial transactions of the world has 
diminished, and what is actually required ill enabled ~o do ita work more rapidly and 
more economically. It cannot, t~e~f~re, be said that, for practical purposes. the 
available supply of gold has been dIminIshed. 

Among the oauses which are said to have contribuood to this increased economy 
in the use of gold may be mentioned the great increase in the number of branoh 
banks i;n this coun~, the larger ~se of cheques'l' ostal orde~, and oth~r instruments 
of credIt, the creation 'of telegraphic transfers, an the extensIOn of bankmg accommo. 
dation and of the clearing system on the Continent. 

(I) That the effect of the new de~andB referred to in §§ 34-39 upon the available 
stock of gold has been much exaggerated., The real demand has been less than the 
Apparent demand owing to the consumption being, in some cases, counted twice over. 
Gold having been coined in one country i~'exported to another and appears in tho 
returns of both. 

Further, it. is stated that {Io considerable .proportion of the gold required for the fre~h 
demands has been taken from hoard!:! ,(espeCIally in France) and other sources where 
it 'was practically withdrawn from use. ' 

45 .. on the other side it is rejoined-"-
(a.j That neither the apparent abundance of gold, nor its increased use for other 

than moneta!7 purposes, ca~ .of themselve~ indicate that gold bas not appreciated, 
since the pnces of commodIties must always accommodate themselves to the supply 
of gold. It is of the essence of a mQnetary standard that it should absorb all the 
metal of the standard which is not required for other purposea. The demand for the 
metal of the standard is therefore neoessarily unlimited; the strength of that demand, 
or the value of the metal, for the time being, is represented by the general level of 
prices. Whatever quantity of the metal is required at that value for non-monetary 
purposes is absorbed, and the balance is taken into the currency. Any fluctuation in 
the demand for the metal will be exhibited in the increase or decrease of its purchaijing 
power; and as the purchasing power of gold has increllf'lld in recent years, it cannot 
be said that the demand for gold for currency purposes is satisfied. " 

The increased use of gold for non·monetary purposes does not prove that gold has 
not appreciated, inasmuch as its use for those purposes is affected by increase of 
population, of wealth, and especially of savings, as well as by fashion, and its increase 
in value relatively to Rilver may lead to its being hoarded in increasing quantities. 

(b.) That the supply of gold in such institutions as banks and national treasuries ill 
no test of its scarceness. 

The reserves in banks are ·aifected by many other considerations besides those 
depending:upon the supply of the metal. An increase in the reserves may simply 
represent an increased tendency! to hoard, with the effect of increasing the demand for, 
and consequently the value of gold;. or it may be due to an increase in the amount 
of business, or to a change in the mode of doing business. 

It is impossible to assume that the banks in question hold more gold than is con
sidered desirable, and as they show a decided tendency to accumulate gold and an 
unwillingness to part with it, the fact that their reserves have increased cannot be 
urged as an argument in favour of the alleged abundance of gold. Much of the 
accumulation shown in the figurea above given may also be explained by the increasing 
tendency to replace a metallio by a paper circulation. A larger amount of specie is 
therefore found in bank reserves and a. smaller amount in the bands of the public. 

The following table, for example. of the average note circulation of the Bank of 
Franoe, and the average amount of bullion held against it, shows an increase since 
1860-64 of upwards of 81,000,0001. in'the former item and upwards of 80,000,0001. in the latter. ' , ', • . 
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. -.- - ._-'--- -,.- , .•.. - --""---------------,.------
Period. DollioD. 

,,-----_.'----:-------+------

1860-+ 
1880-4 
18SS 
18116 

£, 
3! 1,920,000 

109,110,000 
115,700,000 
112,650,000 

£, 
14,460,000 
78,490,000 
86,050,000 _ 
94,900,000 

, I 

(c.) The connexion above stated between thl'l rate of discount and the supply of gold Lowrate 
is disputed. _ The rate of discount, it is said, depends upon many C&\lBeB which are quite of disco';;'C 
independent of the supply of gold. Fluctuations in the amount of gold in th~ bank ::::;'.1e. 
reserves may produce a temporary Ilffect upon it; but its permanent level. or ite average aearcit10f 
level during a series of years, will be settled by other considerations. Those whl) hold gold. _ 
thiR view contend that the rate of discount repreSeIits not the price paid for the use . 
of gold, but the price paid for the use of floating capital; and as one effect of a scarcity 
of Il:old ill, through falling prices, to check enterprise and speculation, the demand for Q.;';S52-6. 
capital would naturally he diminished, and the rate of discount would fall with it. The 
rate of discount in fact depends largely upon the briskness or slack1l'llBs of business. 

So far, therefore, from a low or uniform rate of discount proving the existence of a 
adequate supply of gold, it is not only consistent with, but the necessary concomitant 

. of, a scarcity of that metal. 
Experience further shows that, during periods when both the production a.nd the 

stock of gold were large, the rate of discount was frequently very high. 
(d.) That the ohief demand for gold in recent years has come from the United States, 

and the effects of a reduced supply of gold, relatively to the wants of the community, 
would ordinarily be experienced in the first instance in that country. 

If such want of gold caused prices to fall in the United States, or kept them lower 
than they would otherwise have been, the influence on prices would be transmitted to 
all other countries with which the United States bad commercial intercourse, through 
tbe operations of the international trade. 

(e.) That there is no foundation for the assertion that an increased demand for gold Importance 
merely causes a different distribution of the metal, and has no effect upon ite value. ~ p".":e~ 
If a change in the distribution of Il"old among the different countries of the world is of":;;~ :~:I 
immaterial, it is impossible to explain why so mnch trouble is taken to prevent gold Q. 3982-4 ' 
from flowing from one country to another. A proper distribution of the precious . 
metals, so far from being immaterial, is essential to the efficient performance of their 
functions; and gold if it is hoarded Or accumulated beyond the point necessary for the 
transaction of current business and the maintenance of credit (as would now appear 
to be the Cllse in many countries) is practically. withdrawn from use. . 

(j.) That the effect of the methods for economising gold referred to in the preceding Alleged 
paragraph, so far as they relate to a period since 1873. has been much exaggerated. economies 

Mr. Bagehot statei!. in 1873, that the period from ~844 had" been almost marvellous of gold. 
in its banking development ... and there is no evidence of any rem!lrkable progress since Q.3746. 
that time. The arguments drawn from' the extension of the use of postal notes, and 
from the increase in the number of small cheques, fail to indicate the Q/1/WUnt of the 
economy of gold effected in this way, and no attempt is made to show how far such 
economy of gold (if any) is balanced by such causes 88 the increased demand for gold 
due to inoreass of population, or by the growing tendency to pay cash instead of running 
up bills. 

Therehns, no doubt, been a large increase in the number of postainotes issued yearly, 
but the economy of gold effected by this means deperids not on the aggregate amount 
of such notes issued in • year, but on the average number outstanding at one time. 
The number outstanding at one time represents about 270,OOOZ.; of this about 70,OOOl. 
represents sums so small that they conld never have been paid in gold. The balance 
(200,OOO/.) represents the maximum possible ecol!omy of gold, but the real economy is 
evidently much less, as postal notes have, to a large extent, merely taken the place of 
postsl money ol·ders. and probably other means of remittance. . 

(g.) That the inconclusive nature of the evidence respeciing the alleged economy in 
the use of gold, founded upon the development of credit and the extension of banking 
accommodation, is shown by the fact that the country which has absorbed most gold in 
recent years is the United Ststes of America, though there is no country in which 80 
great 11 development of credit and banking has taken place. 

B4 
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(h.) That there is no evidence as to the amount of gold which was drawn from hoards 
in order to satisfy the new demands; that it is unlikely that the habit of hoarding was 
finally abandoned in 1873; and that the amount then withdrawn has probably lIince 
been replaced. 

Argumenta 46. Those who maintain the view that gold has beoome 8Oaroe in proportion to the 
d ....... &om work which it hall to perform. further adduce a class of arguments, drawn, not from 
IiIII olpma. the facts relating to the lupply of and demand for the mllla!. but from the quantity of 

other commoditiei\ for which it will exchange. 
The prices of commodities are, it is said, the value of those oommoditiea expressed 

in terms of gold.: the.r represent the relation for the time being between gold on the 
onll hand and commodlties on the other; and that relation will be determined from 
time to time by the quantity of commodities offered on the market in exchange for 

Q.1l181-6. gold, and the quantity of gold offered in exchange for oommodities. A fall of gold 
prices is therefore sY!l0nymous with a scarcity of gold. 

Starting from these premises, it is urged that there haa been a general fall of prices 
measured in gold, while prices in oountries where a silver s~udard prevails have not 
riseu, aud have in some cases even.fallen. 

1DdeJ: 
Ilumben. 

47. The principal evidence adduced in suppqrt of this view is that derived from the 
system of index numbers. 

This method of comparing the general level of prices in different periods is obtained 
in the following manner :- . ' 

Certain articles are selected for the purpose of comparison; the price of each at a 
given date is represented by a standard number-say 100; the variations in prioe in 
each subsequent year are noted, and a proportionate addition to or subtraction from the 
standard number is made. 

By adding together the numbers so obtained a general view of the rise or fall of 
prices is obtained. 

48. Several tables of prices constructed on this principle have been oompilerl in recent 
years. The best known are 1-

(i.) The table annually published by the" Economist" newspaper, which gives the 
wholesale prices of 2:l of the principal articles on the London market, the basis of 
comparison being the average prices for those articles in the five years 1845-60. 

(ii.) A table prepared by Mr. A. Sauerbeck, which deals with the London prices of 45 
Wholesale commodities, the period taken as the basis of oomparison being the 10 
years 1867-77, and his record of prices extending as far back as 1837. 

(iii.) Tables prepared by :Mr. Inglis Palgrave for the Royal Commission on the 
Depression of Trade, taking the period 1865-69 as the basis of com}JlirisoD. These 
tables deal not only with prices in England, but in France, and India; and in 
framing them regard has been had to the relative importance of the several article. 
inoluded in the list. 

(iv.) Dr. Soetbeer's tables, which take the period 1847-50 as the basi' of comparison 
, and deal with the prices of 100 articles on the Hamburg market, and with 14 of 

the principal articles exported from the United Kingdom. 

(v.) Tables prepared by Mr. Giffen from the Trade Returns of the United Kingdom, 
going back to 1840 in the case of exports and to 1854 in the case of imports. 



UIAGR~:M SHOWING THE COURSE OF PRICE,s FROM 18SI-1888. 

1851 1852 ~853 ~854-18SS 1185(; /857 116'58-1'853 ~860 11861 J8621663 864: 186511866' 1867 11868 86B 1870 1871 187 Z 1873 87~ 'rJ875 /8761,877 11878 ~J879 1880 1881 1882 11883 /884-11885 1886 1887 116'88 

(I )~fXfrW~t" Ind~.Nlvrt.her, 100 AVerarJB or 184/)-50 i (2) D~~ SoeibeRr8) Irub-m.lVa;rnha-, 100= Avera.9c, of' 1847-50. 

" 

'I 

(.:J) " II " . 100 ~.AverOfJe or J865 -.9 ( 4-) Mr Sauerbe.dv~· fiul.RDYNumher, 100 = Average of 1867 -77 . 
. (.M:P'aJ&raNe/s 'arrr.vl{je:m,ent. Qjs8~ to eadv l-lrtiIu~ _~-------~--------~------

ib.'!: .,..J1Y1J~~ '=":nL,.r::.+JlIJc/-fi-A :-. 
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49. The following statement shows in a concise forlD the results arrived at by these 
several methods :-

1. I. a. "- 5. 6. 7. 

II Economi.L" Dr.Soe_. )fro Palgrave. 
Mr. Gift'en. - " Eeoaomi.t." ~ Mr. Sauerbe'ek. Mr. Giffen. 

- 100 Hamllurjit - (Similar to I. - - -
l'eriod. 9t Whole,.1" Artiel. and (Simihar to 1, bot lIMigning 45 EngU ... Prices of Prieea of 

~m~odili8tl 14 Artielel of but re-arranged to each artiole BritiJob Bria'" 
111 hoglaud. Dritiah JUport. on baai. of 100 ita relatiye 

PriCCl. ExpOl'ta •. Impo .... 

lOO-A veragellOO _ Average -A.erage of importaoee.) lOO-Average tOO"",Pricel lOO_Pricet 

of 18 .... 50. I 0',16'7-50. 
1865-69.) too_Average I of 1867-77. of 18M. of 185"-

of 186 .... '. • I I ' 
-~-. , 

1851 104 100 - - 75 - -
1852 - IO'J' - - '18 - -
11153 111 114 - - 95 - -
1854 - 121 - - 102 100 100 
1655 - 124 - - 101 97 105 

I 

1856 - 123 - - 101 I - -
IM&7 136 130 - - 105 103 110 
18.;~ 118 114 - - 91 - -
1859 115 116 - - 94 102 99 
1860 122 121 - - 99 .- -
1861 123 llH - - 98 -
1862 130 123 - - 101 - -
1~63 158 125 - - 103 - -
,1~54 172 129 - - 105 - -
1865 1611 I 12a - lOS 101 137 liS , 

11186 161 i 126 - III 102 - -. IR67 137 

I 
12'1 - 99 100 - -

1868 122 12:1 - 93 99 119 108, 
1861) 121 123 - 89 98 - -
1870 122 

I 
123 91 90 06 - -

1871 118 127 90 93 100 - -
IS72 129 136 97 100 109 - -
1873 134 138 102 104 III 132 101 
1874 131 136 100 108 102 - -
1875 126 130 96 97 96 114 101 

1876 123 128 93 99 95 105 96 
1877 124 . 128 94, 100 94 101 99 
1878 115 121 87 95 87 - 92 
1879 100 117 76 82 R3 92 88 
18~ 11& 122 87 89 

I 
88 - 93 

IM81 lOS I 121 81 ,93 85 92' 92 
1882 111 122 "3 87 I 84 - -
1888 107 '122 79 88 I 82 , 92 89 
1884 100 i 114 75 80 I 76 I 

90 84 
1885 96 109 70 76 72 8'1 79 

ISR6 92 104 69 78 69 82 74 
1887 !Jot 108 70 78 68 - -
1888 101 I - 75 - - - -

I 

We also annex a diagram showing a comparison of the results arrived at in columns 
. I, 2, 4, and 5. 

50. To· the above may be added the following re-arrangement of Mr. Satierbeck's 
figures, showing the average prices for each period of 10 years since 1837, by which 
method the generaltendenoy of the movement is more resdily seen, and tbA effect of 
temporary fluotuations is eliminated. 

4 "lac., '. C 
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A:VIllLA.GB hoax Nos. of PRieD for 10 years. 

1837-46 93 185~7 99 
1838-47 93 185~ • , 100 

1~ , 101 
1839-4l! 91 1861-70 :. 100 
1840-49 88 1862-71 , 100 
1841..$ 86 1868-7lr 101 
184l1-51 83 1864-73 . IO'J 
1848-52 Ill! 1866-74 • 10lr 
18l4-63 83 1866-75 , 101 
18411-04 86 1867-'16 , , 101 
1846-S5 96 186S-77 106 
1847-56 88 
1848-67 89 1869-78 99 

1870-79 97 
1849-58 90 1871-80 96 
IR50-59 92 1872-81 96 
1861-60 94 1878-82 98 
1852-61 96 1874-88 90 
1853-62 99 11170-84 87 
1864-63 100 1876-66 86 
1865-64 100 1877-86 82 
1856-65 100 1878-87 79 
1857-66 100 

. I 

51. The general result to be derived from a comparison of these investigations shows, 
it is contended, a rise in prices from the date of the Australian and .American gold 
discoveries to the year 1873, and an almost continuous fall since the latter date, which 
has reduced prices to a 'lower point than at any previous period in this century. 

52. It is at the same time pointed out; that no such chauge in the level of prices 
is observable in countries using 8 silver. standard. The statistics on this point are 
necessarily imperfect. relating as they do to prices in India only. 

As regards' that country we have been furnished with the rt'sult of investigations 
made by Mr. O'Conor, Assistant Secretary to the Government of India in the Depart
ment of Finance and Commerce, into the prices of the staple food'grains in different 
parts of India, and of the principal articles of export. 

It is, however, verl difficult to draw any useful or reliable conclusions from thes" 
figures. The conditions of the country, the habits of the people, the isolation of 
markets owing to want of communication, the constant variations owing to the 
influence of the seasons, and many other .causes, make it impossible to treat the 
records of Indian prices as of equal value with those referred to in the preceding § § 
of this report. It may. however, be safely said tbat there is no evidence of a rille in 

Q. 768 ; prices in India; and there -is a general. agreement among the witnesses whom we 
1678; 2419 ; have examined on the point, that the purchasing power of the rupee in that country 
8747. has not fallen. 

Professor 
NicboLoon' • 

. mode of 
'messoriog 
prices. 

. Q,. 6436-44. 

Stationary 
character of 
inoome &as 
nturns. 

53. It is contended that these results, namely. the general, if not uuiform, ran in 
gold prices, and the absence of any corresponding rise in silver prices, support the 
view that the changes observed are due to a relative scarcity of gold as compared 
with all other commodities, including silver. 

54. Another method of determin,lng the difference from time to time in the 
purchasing power of the standard of value is described in Profes80r Nicholson's 
evidence. The investigations which he has conducted by this method lead him to 
doubt whether the decrease in the value of gold, which IS usually attributed to the 
period following the great gold discoveries, was 88 great as is usually supposed; but 
he finds that in the period from 1875 to 1885 there is evidence of a rise 10 the value 
of gold very similar in character, though differing slightly in degree, from that 
indicated by the system of index numbers. 

Weare unable to expre88 any opinion upon the value of the corroborative evidence 
which these investigations are said to supply. . 

55. Attention is also called to the stationary character of the revenue produced 
by the income tax since the year 1873. ", .. 
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The produce of each penny of the tax imposed, together With the gross amount of Q. 3951, 
property assessed per head of population, in the under-mentioned years 11'88' as 3977. 
follows :-, . 

Yearooded Prod ... of .. ch I'eImJ Grou Amouut of Property 
ad Profita.-of lDcomo Tax. ,pe' Head of Populoti .... 

I 
~ [ £ I. 

I April 1860 - • °1,119,470 i 11 6 
1861 - - 1,123,453 i 11 6 
1862 - 1,162,027 12 I 
1863 - - 1,193,78a 12 2 
1864 - 1,218,863 12 Ii , 

Average 1860-64 - 12'0 

1866· · 1,312,726 13 4 
1866 - 1,380,362 13 9 
1867, - 1,415,709 14 1 
1868 - 1,428,216 14 8 
1869 - - 1,435,887 14 3 

Avemge 1866-69 - 14'0 

1870 - 1,476,297 14 4 
1871 - · 1,592,030 14 9 
1872 · 1,654,276 15 3 
1873 - • 1,741,088 16 I 
1874 - 1,854,644 17 1 -

Averllflt! 1870-74 - 10'6 

,1876 · 1,945,260 17 6 
-1876 - · 1,978,084 17 7 

1877 - 1,904,770 1'1 2 
1878 • - 1,909,005 17 3 
1879 - 1,879,073 17 1 

Avemge 1876-79 - 17'4 

1880 . - 1,846,664 16 9 
18tH · 1,866,636 I 17 0 
1882 - - 1,915,683 17 2 
1883 - 1,962,871 17 4 
1884 • - 2,016,78G 17 6 

I Average 1880-84 . 17'2 

1885 - 2,002,222 1'1 5 
1886 - · 1,980,395 17 S 
1887 - 1,970,000 } 17 1 

i 
Estimated. 

ASlroduotion has been rapidly increasing during tbe whole of this period, it is 
I!.l'gue that taxable income per head of population shquld have increased in a somewhat 
similar proportion. ' 

56. The rate of interest on permanent investmenbl is also declining for reasons, it Rise in ... ::" 
is urged, similar to those which have been described above as affecting the rate of value. ,!f gOlel 
,lisoouut. When gold is scarce and commercial activity is checked by the resulting secunti .... 
flill of prices, the demand' for permanent investments increSses and the price of such . 
securities rises. Owing either to the actual or the apprehended scarcity of gold 
there is II tendency to invest in securities bearing II fixed interest payable in gold, 
whioh raises their prioe and reduces the net return obtainable from them. 

- PrevioUi to the year 1876-77 Incomes under lOOl. were exempled, and Gn incomea betweeo 1001. 
and 3001. an abatoment of 801. ..... allowed. 

From the year IN76-7'1lnclDBive the Iimi' or toW n:emptiou .... raised. to lliOl .. lIDd Oil in_ bet"oeD 
that amount and 4001. an abatement of 1201. wall allowed. . . 

The NlUI~ of tilt. twG m_ ..... ia eatimltecl to produce. 1_ of bel""" .. 110,0001. and 60,0001. per penD)'. 
(:2 
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57. Furth&!' evidence is adduced from the fall in the price paid for many kinds 
of labour. 

It is stated that there has been a large and general fall iu the rat.e of WAges paid 
to agricultural labourel'8, and a somewhat less severe fall in wages paid for the lower 
class of skilled labour in the manufacturing dilltricts; that even where the rate of 
wages has been fairly maintained employment has become both scarcer and more 
irregular, and that strikes against the reduction of wages have become more frequent, 
showing increased friction in the labour market; that afmr making due allowance 
for the imperfect character of the statistical evidence with regard to wages, and for 
special causes which have· affected the rate of wages in particular trades, there is 
sufficient evidence to support the conclusion that a general faU of wages is in progress, 
that it has probably not yet reached its limit, and that no inftuenoes are visible which 
are likely to prevent or reverse the fall. 

58. Milch controversy has taken place both with regard to the fact above alleged 
of a geneml fall in prices and with regard to the cause to which it is ascribed. 

Before dealing with these questions, however, we must notice a preliminary objection 
which traverses the assumption that there is any necesesry relation between the general 
level of prices and the scarcity or abundance of gold. 

Because the prices of commodities are expreesed in terms of gold, it has been 
assumed that a transaction of sale or purchase is in substance what it purports to 
be in form, namely, an exchange of commodities against gold; and this 8I!8umption, 
it is said, necessarily underlies all the arguments with regard to the supply of gold 
which are drawn from considemtions affecting the prices of commodities. 

But it is pointed out- . 
(i.) that in anyone area the nominal value of the transactions is always enormously 

greater than the quantity of gold available; and that it would therefore be 
impossible for all th.e transactions pending at anyone moment to be actually 
carried out in the terms in which they are expressed; 

(ii.) that, as a matter of fact, gold actually passes in only an infinitesimal number 
of transactions; 

(iii.) that in all other transactions the consideration which passes from the 
purchaser to the seller is really not gold, but a promise to pay gold j • 

(iv.) that the prices of commodities will consequently be re~ulated. not by the 
quantity of gold. but by the quantity of such promises, which will be received 
in the discharge of debt as equivalent to gold; 

(v.) that the quantity of such promises to pay, or in oth&!' words the volume of 
credit, has, no doubt, .some connexion with the quantity of gold; but that the 
relations between the two are very complex and obscure, vary in different countries 
and different states of society, and c:annot be reduced to any definite rule; 

(vi.) that the connexion between the supply of gold and the prices of commodities 
is consequently not direct, but indirect, acting through the medium of credit; and 
that a rise or fall in the general level of prices mal' therefore prove nothing 
as regards the supply of . gold, since it lDay be due to a diminution or expansion 
of the volume of credit without any corresponding alteration in the amount of 
gold. 

59. To these argllIDents it is replied-
(i.) that a distinction must be drawn between that portion of the supply of gold 

which is actually ciroulating as coin and is used in the smaller tl'8nssctions of 
commerce, and that portion of the supply which is held in ree&rVe by banks and 
similar institutions as a basis for the credit which they create; 

(ii.) that between gold in the latter form and the quantity of credit there is a 
direct arithmetical relation, which may vary in different countries and in different 
states of society, but whioh in anyone country or anyone state of society will 
be tolerably uniform ; 

(iii.) that whatev&!' proportion the volume of credit may bear to the quantity of 
gold on which it is based, the value of the former mnst in tHe long run oonform 
to the value of the latter; 

(iv.) that the lIupply of gold also operates directly upon the prices of commodities 
by its effect upon the rate of discount; _ .• 
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(v.) that in face of the fact of an alteration of 30 per cent. in the relative value 
of gold and silver in recent years, and a corresponding relative alteration in the 
gold and silver prices of the commodities interchanged between the gold-using 
and the silver-usmg countries, it is impOllllible to deny that the standard of value 
is intimately connected with prices; 

We shall discuss the several arguments here raised at a later period; for the 
present it will be sufficient to state them in this conoise form. 

60. Returning now to the conclusions drawn from the system of index numbers, it Criticism .. r 
is contended- • • mindethod of 

. ex 
Ca.) That to prove a general rise or fall of prices it is necessary to include in the Dllmbers, 

investigation a much wider field than is covered by the tables of index numbers. 
They are confined almost entirely to the wholesale. prices of raw materials, and do Q. 7756-63. 

not take into account the prices of finished manufactures or of retail trade. 
Moreover, they make no reference to such important items as land, houses, and 

other descriptions of property either in this or other countries, salaries and wages, or 
the price of services, generally. Such tables, it is said, to be complete, should 
include everything which is bought or sold with money. 

The number of &-ticles selected, which is only 22 in the tables of the" Economist" 
and Mr. Palgrave, has been extended to 45 by Mr. Sauerbeck, and to 114 by Dr. 
Soetbeer; but it is argued that even the latter number is far too small to afford a 
l18osfactory basis for any general conclusions. 

(b.) That while the selection of the several articles does not appear to be based on 
any definite principle, the addition of one item or the omission of another will produce 
widely divergent results. 

(c.) That though the general features of the course of prices iu all the tables bear 
some similarity to each other, there is sufficient variation in detail to throw grave 
doubts on the accuracy of the conclusions which it is Bought to draw from them. 

(d.) Thatgeneral conclusions drawn from averages are always liable to be fallacious, 
beoause the same average result will be produce" by a number of instances near 
the mean as by one instance at either extreme, while the conclusions to be drawn 
from these results would differ materially. 

(e.) That when, as in the present case, there may be at work a general cause, such 
as the scarcity of gold, affecting all prices, and a number of specific causes, such as 
inoreased or diminished facilities of production, affecting different articles differently, 
any oonolusion drawn from averages oonoerning the operation of the general oause 
must be fallaoious, unless it be assumed that the different specific causes are opposite 
in their effects, and balance one another. This is obviously not the case here. 
The different specific causes affeoting each artiole are all, or almost all, causes which 
operate in the direction of lowering prices. 

(j.) That the tables of index numbers fail in not giving due weight to the relative 
importance of the different articles included in the calculation. A fall of 20 per cent. 
in one article produoes as great a difference in the final result as a fall of 20 per 
cent. in another; but the importance of the fall in each case must necessarily depend 
upon the importance of the article, relatively to others, in the general consumption. 

(g.) That the qualities and descriptions of articles vary so much from year to year 
a.nd period to period as to make it very doubtfnl whether the price quoted represents a 
similar article of similar quality throughout the whole period. 

61. The above criticisms are directed chiefly 
tables of index numbers. 

against the method adopted in the and of' 
conclusions 

The CO'IIClusiornl drawn 
grounds :

from those numbera are also disputed on the following' dra
th 

WD from 
em. 

It is asserted-

(a,) That there is no evidence of any general fall of prices suoh as would be 
necessary to support the conclusion that the fall is due to an alteration in the value 
of gold. Any such cause would operate with tolerably uniform effect over the whole 
range of prices; whereas, in point of fact, while some prices have fallen, othel'S 
have risen, and othera have remained stationary. 
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For example: the 100 articltl8 included in Dr. Soetbeer's tables are divided into 
seven classes :-

(1.) Agricultural produce. 
(2.) Animal food. 
(3.) Fruits, oil. and wine. 
(4.) Colonial produce. 
(5.) Mineral produce. 
{6.) Textile materials. 
( 7.) Miscellaneous. 

, . 
H the average index numbers for each of these classes in 1881-85 are compared 

with the corresponding numbers for the period 1851-55, when the gold production 
was at its highest, it will be found that there is a rise in c1as868 2, 3, and 4, a fall 
in classes 5,6, and 7. while the 1st class has remained almost stationary., Or again 
If 1881-85 is compared with the period 1866-70 which immedIately preceded the 
commencement of the alleged scarcity of gold, a similar result is obtained; ClasAP .. 2 
and 3 rose, classes 1, 5, 6, and 7 fell, and class 4 remained almost stationary. 

(b.) That apart from any influence affecting gold, sufficient explanations on. 
independent grounds can be given of the movements in the price of each article in 
question, whether those movements have been' in one direction or another; and 
that in the case of those articles which have remained stationary in price, or which 
have risen, it 18 incumbent upon those who maintain that there has been • general 
fall to show wpy those articles have proved exceptions to the mle. 

(c.) That in' addition to the circumstances affecting each article separately, several 
causes have been in operation which might have been expected to produce a faU in 
price without reference to the stanllard of value itself :-

(i.) The increased .severity of competition, which has become much more intonse 
since the date, to which the commencement of the fall of prices is ascribed. , 

(ii.) The immense increase in the quantity of commodities produced, coinciding 
with (and in part resulting from) a diminution in the cost of production. 

(iii.) Increased facilities of, and reduction of charges for, transport and communi
cation, which operate in the same direction as a diminution in the cost of 
production. . 

(iv.) The increase in the productive power of the world, due to the absence of any 
great Enropean wars such as in the 20 years preceding 1873 periodically 
occasioned the destruction of a large amount of capital; together with the 
remarkable development of America since her recovery from the eWects of the 
Civil War. 

(v.) The increased efficiency of capital, owing to the improved organisation of 
credit. 

(vi.) The fall in the vaIue Qf silver, which has a tendency to lower the gold price 
of commodities produced in or exported to countriea using s silver standard, 
and also, through these commodities, the prices of others not directly affected 
by the value of silver. 

Silver-using countries are content to take for their produce the same silver 
price as before the fall, which means a lower gold price. They cannot, therefore, 
give more silver for European produce than they did before. Consequently the 
gold prices of both classes of produce fall, and with them all other gold prices. 

This argument, which is also used by some of those who maintain the view 
that gold has iteelf become scarcer, will be noticed at greater length in another 
portion of our . Report. It is adduced in tbis context as an independent 
explanation of the fall of prices. 

(d.) That the fall of prices shown by the index numbers has attracted attention 
chiefly because it occurred after a period of exceptionally high prices. '1'be year 
1873 was the culminating point of the upward movement in/rices which had been 
in progress for Bome years previously; and that date happene also to coincide with 
the great changes in the monetary policy of Germany and the Latin Union. It is 
not unnatural therefore that the subsequent fall in prices should be ascribed to the 

< effects of those changes; but it is pointed out that the circumstances of the years 
"immediately preceding 1873 were very peculiar, and likely to have been productive 

of economic disturbance, apart from any question of_~he supply or consumption of 
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gold. Large accumulatioD8 or capital. owing to the depreSllion of trade in 1861H>9, 
abundant harvests. and a oontinental war creating a great demand for manufacturetl 
~oods, all contributed to produce a period of general excitement and speculation. It 
J8 therefore urged that. the abnormal c\rcUJUBtances of the years 1871-73 make that 
period an unsound basis for comparison. 

(s.) That periods of in1lation, suoh as that of 1871-73, are naturally followed by 
corresponding periods of depre88ion; and that the· excessive duration of the dep1'68sion 
in the present mstanoe is due to the exceptional rapidity and intensity of the previous 
in1latioo. • • 0.) That fluctuations of equal range have taken place in prices in previous periods 
when the abundance or scarcity of gold was not in question . 

. (g.) That the fall, so far as it is proved, has taken place in wholesale trade, in the 
transactions of which little or no gold is used, and not in retail trade, Where the direct 
effect of a scarcity in the' circulating medium might have been expected to make 
itself felt. 

62. In reply to these criticisms it is suggested- Arguments 
(a.) That.the results obtainable from systems of index numbers, if, like all other in support; 

averages, they are not abs<;,lutely.acc1ll'8ote in every detail,are sufficient to indicate the ~fo:Dt':~n 
tendency of the 001ll'se of PrIoes. from iudex 

(b.) That the range of artioles oovered by the several tables is sufficiently extendea numbers. 
for all practical purposes, including as it does in the case of Dr. Soetbeer's investiga-
tions no less than 114 articles, and in Mr. Sauerbeck's all those articles the value of 
which in the United Kingdom, whether produced at home or imported, exceeded 
I,OOO,OOOl. 

'(0.) That the relative importance of the different articles hatl been allowed for in 
Mr. Palgrave's and Mr. Sauerbeok's tables, and that the correctiona thus introduced, 
though important, do not invalidate the conolusions formed from a comparison of all 
the tables. 

(ti) That the totally distinct method of measuring ~he purchasing power of gold. 
employed by Professor Nioholson gives very nearly the same results as the index 
numbers. 

(e.) That the index numbers of recent years are oonclusive as regards the fad of 
an incresse in the p1ll'chaslng power of gold in tbe case of, at least, a very large 
number of important commodities. 

The fact of there being some variation in detail in the different tables does not 
throw any doubt on the general conclusion to which all the tables point; absolute 
agreement could only be· expected if the price· ol'! ea.ch ·article from time to time 
depended solely on the appreciation or depreciation of the standard, or if all other 
iuftuences which tend to alter price acted always with the same .force and in the same 
direction in the case of every commodity . 

(j.) That the assumption that the fali in the average level of the prices of these 
commodities can be completely explained by the cheaper produotion of one, or of a 
considerable number, of them is unwarranted, because-

(i) it does not necessarily follow that the lowering of the cost of production of 
even a large number of articles would have the effect of lowering the average 
level of prices, as the saving so effected would create a demand for and so raise 
the prices of otheT articles; 

(ii) a diminution in the cost of transport may tend to lower the price of such 
articles as are bulky in relation to their value in the country to which they are 
exported, but would tend to raise the price in the place of origin; and coulli only 
have a very remote effect'upon the general level of prices; 

(iii) it id not proved that there has been a greater proportionate increase in' the 
quantity of commodities since 1873 than in any previous period of equal duration. 

(g.) That the universality of t.he faU, at least in recent years, is a strong argument 
in support of the view that it is due to the general cause above indicated. . 

Of the 45 \lrinoipal articles with which Mr. Sauerbeck deals, not one showed a rise 
in price in either 1885 or 1886 as compared with the average of 1867-77, though 
the figures for 1887 may possibly show a different result in one or two instances. 
When Profe8~or Jl'voDsl'xBmineo. the course of prices after the gold discoveries th" 
number of instances which were opposed to the conclusion he then formed WIJ8 seven 
_ofa ,. 

e .. 
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(k.) That, it is not necessary to prove a fall in all gold prices, in order to show 
that there has been an appreciation of gold. If gold has not appreciated becaulMI all 
gold prices have not fallen. it may tlt{ually well be argued that as all silver prices have 
not nllen. silver has not depreciated; and that consequently the two metals retain the 
relation which they had before 1873. 

(k.) That the question is not simply, whether gold has IIllpreoiated or not, but 
whether the alteration in the relative value of gold and silver 1S due to appreciation 
of gold or depreciation of silver, and that those who hold that there has been no 
appreciation of gold. and that the change in the relative value of the precious .metals 
is entirely due to depreciation of silver, should be prepared to point out in the silver. 
using countries a general rise in the silver prices of oommodities (over and above 
what is due to the ordinary laws of demand and supply) bllaring some proportion 
to the extent to which silver is said to have depreoiated, and to eXlllain. on grounds 
peculiar to each article, why so many articles in silver-using countries have not risen 
in price or have even fallen. . 

(l.) That even if it be assumed that retail prices have not fallen as muoh as 
wholesale prices. and that gold is more used in retail than in wholesale dealings, it 
does not follow that a scarcity of gold would not affect wholesale prices sooner than 
retail prices, and that whatever the cause may be which is lowering prices. it always 
affects wholesale sooner. and more largely, than retail prices. 

(m.) That no doubt the qualities and descriptions of articles may vary from period 
to period. but that those who prepared the index numbers have tried as far as possible 
to ensure that the price taken should always be for an article of the same quality. 
that there would be a tendency for errors arising from variations of this character 
to cancel each other in the general average. and that. as on the whole the quality of 
articles tends to improve. this cause probably leads to the fall in prices being under. 
stated, rather than overstated. 

('11,.) That the figures given in § 35 show thaHhere has been a largely inoreased 
demand for gold in the United States. while that is the only article of which the 
production in the UniW States has actually fallen off. and that if there had been an 
increase in the supply of gold sufficient to meet that new demand. and the new demand 
for Germany and the Scandinavian Kingdoms. prices in other countries would probably 
be very different from what they now are. 

(o.) That there is ordinarily some correspondence in intensitland duration between 
periods of inflation and depression, which appears to be absent m the present oase. 

III. CAUSES AFPECTlIIG BOTH MBTALS. 

Arguments 63. We have now stated the principal arguments which refer the divergence in the 
~bing the values of gold and silver .to causes affecting one or other of those two metals. 
b~=!:':ld It remains to point out those which ascribe the change- in question to a oombination 
and silver of causes affecting both metals. . :r::,,- They may be divided into two claases:-
both m!.I.. (i.) Those which ascribe the change to the operation of the ordinary laws regulating 

the supply of and the demand for the two metals .. 
tii.} Those which lay stress on the operation of the bimetallic system in the Latin 

Union down to 1874. and which ascribe the change which ha!l since taken place 
to the destruction of the relation theretofore subsisting between the two metals. 

64. The former class of arguments has been I!ufficiently explained in the earlier 
portion of our Report, and at this point we need not do more than point out the 
cumulative effect of combining the arguments in §§ 12-17, which relate to the 
supply of and the demand for silver, with those in §§ 31-42, which deal with the 
supply of and the demand for gold. 

The facts set out with regard to the increased supply of and diminished demand 
for silver, coupled with the decreased supply of and increased demand for gold are, it 
is contended. sufficient to account for the facts of the present situation. 

nealJ1lction 65. On the other hand it is urged that ohanges quite as great in the relative supply 
of tjle bi- '.. and consumption of the precious pletall have taken place ill former periods without 
metallic ratio. producing any of the results now observed; and that a wholly new element has been 

. 'brought into prominence since 1873 in the destruotion of the connecting link between 
the gold and the silver standllrd. - - • 
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Up to that e4to, it is alleged, there Wel'l! always one 01' more countries, in, which 
the two metals were linked together 88 the standard of value, and in which payment/! 
could be made at the option of the payer in either metal at a fixedI'Btio. The 
independent use of gold and silver 88 standards of value is consequently an entirely 
new experiment. 

The effect of the existence of this link was, B3 pointed out in § 18, that the market 
ratio was controlled and regulated by the legal ratio; and the relative value of the 
two metals remained steady, notwithstanding variations in the relative production more 
marked than those which have taken place since 1873. So long as the two metals 
were by law legal tender to any amoMt at a fixed ratio the price of silver measnred 
in gold could not and did not vary materially from that ratio. 

From the moment however that the free coinage of silver was snspended this action 
of the bimetallic system ceased to have its effect, and the relative value of the two 
metals was left to be settled by the independent action of supply and demand. 

Those who maintain this view therefore ascribe the divergenllll in the relative value 
of the two metals primarily to the repeal of the legislation which up to 1873 confined 
the divergence within the very narrow limits shown in § B • 

. 66. It is further urged that the conditions of the supply nnd demand of' the ~acts raJai
precious metals since 1873.· do not support the theory that the change in their relative 'fi":8uppl y 

value is due solely to depreciation of silver. , ,., . . d.m....d for 
There h88 been in recent yeaFS a great absorption of both gold and silver by the precious 

United States, and the figures given in § 36 show that the supply of new gold to me,1.aJa donot 
countries ontside the U nited ~tates has fallen off in recent years by 15,000,0001. somt ~ . 
sterling as compared with the annual supply iIj. 1866-70; while the figures in § 27 (c.) ofPail-::wn 
show that the snpply of silver to the 88me countries has only increased by 4,500,0001. • 
yearly, if silver be valued at the old ratio of 1 to 15i. and by considerably less if 
silv'olr be valued at its market price, and that the supply of silver to these countries 
is very little greater than in 1871-75. As regards the question of the demand for 
dilver in those countries it is pointed out that, wherever silver 'W&8 demonetised gold 
was substituted, and that so far the increased demand for 'the one metal equalled the 
reduced demand for the other. . . . , 

67. It is fu~th~ pointed outtbat silver is still the 'standard ot' the greater portion 
of the humanl race, but that there has been no such inorease in the supply of 
l\iJ.ver to silver·stalldard countries as would be sufficient to raise p~ces .. by the 
IlXWllt to which gold, and, ailver have altered in relative value; that no marked 
tendency to an unusual rise in wages in the silver-standard countries can be 
discovered, nor any such cha.nge in silver prices in comparison with cost of pro
duction B3 to justify the belief that they have risen from causes primlU'i!y affecting 
the standard; that the theory tbftt gold prices have fallen (say) 28 per cent. from 
cheaper production of commodities, or from 100 to 72, and thRt the increBBed 
supply of silver has counteracted this tendency in the case of silver prices cannot be 
maintained, as it involves the assumption that there has been llUch a supply of silver 
&II to raise silver prices from 72 to 100, or by nearly 40 per cent., and that neither the 
statistics of the supply and of demand for silver, nor of prices and wages in silver
ttsing countries, alford any support for so extreme an hypothesis. 

EI'FBCT~ or THB DIVBRGBNCE IN THE RELATIVE V ALUB or THB Two MR'rALS. 

68. We have now enumerated the principal allegations which have been made Klfects of 
with regard to the ca1l8e.! of the changes in the relative value of the preciouB metals. the dio;er. 

" Weare next directed to inquire into the bearing of these changes upon certain ~::,ce '~ thrd 
matters of praotica.! business affecting the interests of India and the United Kingdom :"'du:U~er 
~~~ . . 

As lVe have already pointed out in §2, these ohanges have been of a twofold 
character: there have been ftootvations in the relative value of the two metals, and 
there haa been a Jail in the gold price of silver; and 88 the effects of these two kinds 
(If chBDge are in some resptlCtB distinot it will be convenient to consider them 
separately. 

I. Erl'ECTs or FLUCTUAriOllB. 

69. The main importance of the fluctuations consists in their effect Up011 the ~eolties 
exclianges between countries using a gold, and conntries using a silver standard. A IIn8ing from 
t.ranBllCtion between two countries in whi"h the aame metal ill actually in use 88 ==0 .. 

... ~61S6. 
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srandard ia of course arranged without difficult! ill terms of that IltaDdard. the value 
of which can only vary between tho two conntries by an amount not exceedin~ the 
expense involved in transporting the metal from one country to the other BIld eoming 
it there. 

But in tbe case of a tTansaction betw~en two count.ries baving diffel'l'nt standards, 
the matter becomes more complicated. 

Th<!re is no common measure of value; the metal cumposin~ the standard in one 
country is little more than mercbandise in the otber; and· many of thll advantages of 
money as a means of facilitating trade are tbus curtailed. 

70. This inconvenience i~ reduced ~ a minimum or ~isappear8 altogether if tbe 
value of the two metals IS comparatIvely stable; but It IS urged that if to the 
difference in standard is added the uncertainty of nriations in tbe relative value 
of tbe two metals, a serious impediment to trade is establisbed. Every transaction 
is subject to the risk of an alteration in the value of the metal in whicb payment 
is to be taken or made. 'l.'he trader must either run tbis risk himself or take steps 
to insure himself against it; BIld either alternative involves a certain burden at some 
time or other. 

Trade, it is said, is thus rendered not only lee.s profitable, but more speculative. 
and more irregular; It is diverted from its natural channels i and its volume is 
influenced by the rise or fall in the value of the precious metals. 

71. So far as the actual risk arising from fluctuatiolls is concerned, it i~ Raid that 
the mechanism supplied by the Exchange Banks enables the merchant in gel/eral to 
insure himself against actual loss. 

Before he makes bis bargain in . produce, or simultaneously with it, he can, 808 a 
rule, arrange with a bank to buy or sell the neceBBary remittance. 

This accommodation must bowever be paid ·for, and constitutes to that extent a 
real burden upon, and hindrance to, trade. 

I t is said, moreover, to fall with greater severity upon small traders, who are less 
able to protect themselves from risk, and who are more hamp"red by the los8 when it 
does occur, than those whose transactions are more extensive. Competition is thus 
limited, and the trade tends more and more to become the monopoly of the large 
capitalists. 

It is stated also that there have been times when, owing to great uncertainty, this 
accommodation bas either been withdrawn altogether by the banks refusing to enter 
into futUre contracts on any terms, or so restricted as. in either case, to bring business 
to a standstill for the moment. 

72. The trade with China and Japan is said to be even more prejudicially an·ected 
by exchange difficulties than that with India. The uatural dow of trade between 
Europe and India is such as to render the above method of avoiding risk more readily 
available in the caSe of that trade than in the CaBe of trade with other silver. using 
countries. The large amo.unt of the Indian Council bills. and the advantage of 
having this alternative mode of remittance. also enable the merchant to secure better 
terms. But the exchange with otl1er countries in the East is subject to somewhat 
greater fluctuations by reason of the less nniform currents of trade; while owing to 
the less severe competition among themselves. the dealers in exchange are able to exact 
higher rates; the difficulties of ohtaining accommodation and the Tate paid for it 
are consequently increasea. The same remark applies to the silver-using countries in 
South America. 

Again, breaches of contract by any of the parties to a transaction which would, 
under otber circumstances, involve httle or no inconvenience to those concerned, 
become of real importance when the loss or inconvenience is aggravated by exchange 
difficulties. When the exchange is subject to ductuation from day to day, the failure 
of a. few hours in carrying out a bargain may. by enabling a purchaser to repudiate 
a. contract or claim compensation for non-fulfilment, convert an anticipated ga.in into 
a loss, and a new element of speculation and uncertainty is thus introduced which 
is unknown in trade between countries using the same sta.nda.rd. Against losses' of 
this class no method of insurance is practicable. . 

73. On the other hand it is contended that the evils above described have been 
much exaggerated, and that the real burden on trade caused by the difficulties in 
question is insignificant. 

It is pointed out that in all trBllsactions, whether between countries having the Bame 
m' different standards, the rate of exchange is _9Be of the elements which the 
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merchant must neceijsarily take into consideration; that mmilar difficuhieh ariBE< 
in trade with countries having an inconvertible paper currency, where the fluctuations 
must generally be as great as, or greater than, in the case of silver; that though the 
difficulties in the case of trade with silver-using countries may be greater iu degree 
than those involved in trade with gold-using countries, they are the same in kind; and 
that the insurance provided by banking arrangements pl'BCtically reduces the 
inoonvenience to a minimum. 

74. To the argument that, however much the risk may be diminished by such 
al'l'Rngemeu~, it must still be bornq py somebody, and must consequently be paid for 
by somebody, it is replied that, taking the whole mass of transactions between any 
two countries there is no real risk to be guarded against, the losses on some transactions 
being balanced by the gain on others. 

If a particular fluctuation in the Axchange involves a loss on an export transaction 
from this country to the East, it must simultaneously give rise to a corresponding 
gain on an export transsction in the oppoSite direction. To the merchant engaged 
in both the export and import trade any loss will therefore be balanced by a gain; 
while as regards others, it is the business of dealers in exchange to balance these 
losses and gains, and their charges for their services will, by competition among 
themselves, be reduced io the lowest possible rate, the burden of which will practically 
be inappreciable. . 

Another method of avoiding any los8 which might 'arise from. uncertainty of exohange Q. 1905. 
is to make simultaneous bargains in respect of all the elements necessary to oomplete 
a transaction. This can now be readily done by means of the telegraph. A merohant 
buys produce in India and ~lls it in Europe almost at the same moment, fixing 
at the .arne time the rate of exchange, and the charge for freight. The whole 
transactIOn is therefore based 01'1 a rate of exchange as fixed as if there were no 
difterence of lItandard to be considered. 

75. Besides hampering or preventing' t,rade between gold-using and silver-using Dinrsion of 
countries, the uncertainties of exchange have, it is said, tended to encourage the trade ~e f':'lm 
between silver-using countries themselves, to the exclusion of gold-using countries. In f: ~:..~g 
a transaction between two countries using tho same metal as standard, the element using 
of uncertainty arising from the use of two meta.ls, with the consequent fluctuations couutries. 
ill their relative value, is eliminated. Trade between two such countries can be Q. 228~ 
earned on WIth less risk and less inconveniencE:' than between two countries using 2306; 3715; 
different standards, as in the latter case the uncertainty enteI'fl into every transaction, 6808-15. 
and adds to the expense of the machinery by which trade is carned on. 

The tendeucy of silver-USing countries under existing conditions will consequently 
be to tra.de with other silver-using oountl·ies. 

76. In support of this view attention is called to the inorease in the number of cotton Increase in 
mills in India, and in the export from that country of cotton yarn and piece goods, Indiufan 

h ' hall 'I 'I . t . man aclnre W IC are IICnt most exc USlve y to SI ver-usmg coun nes. . Bnd uport 
The following table shows the number of cotton mills, spindles, and looms in India, of oo\l.ono. 

together with the quantity of the cotton yarns and piece goods exported since Q, 2301-4; 
1/:j76-77 : - 231~22; 

8006-35, ---.---~ ---- - .-- -.- - - ._----_._-,. 
, , 

1 . NDIDOOr of Ib:pOl1a of 

Year. 1------··· -' ._-

Lao ... , ' Cotton y IU'Q. I Cotton Pi ... I Am .. , SpiDdl ... Goodtt. 

I 
'fboDsaoU 'l'hoUAllods 

of Lb •• .r Yarde. 

1876-7 - - - 47 ; 1,100,112 9,189 7,927 IIl.544 
1877-11 - - 53 1,2HIl,706 10,538 15,600 17,548 
IH7~ - · 5~ I 1,436,464 12,983 21,332 22,517 
1879-80 - - 58 1,470,830 13,307 25,~62 25,800 
IHIl(}.-I - - - ;i8 1,471,730 13,283 26,901 30,424 
18~1-2 - · 62 1,550,944 14,3R6 30,786 29,911 
1882-3 - - · 62 

, 
1.664,108 15,116 45.878 41,583 , 

H188-4 - - 74 I 1,896,2M 16,~51 49,876 65,613 
18M--a - - - 81 ; 2,037,0Ii5 16,455 65.897 47,968 
lH81Hl - · 86 I 2,110,847 16,45.'\ iM,24 I 51,577 I 
18116-7 - . - 94 2,261,661 17,456 91,804 53,405 
lucre ... per ... nl} 

i 100 1,068 between 1876-77 100 91 243 
aDd 1886-a7 - I , 

,----. , --- .---. ----- _ .. _.-
fill 
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E~fro.. 77. ~ the ?ther hand, i.t is p~inted out .that. the exportK of similar . goods from 
u!"ted the UnIted Kmgdom to eilver-usmg oountnes m the East bave not lQCTElased in 
~~!::' anything like' the 8ame proportion: and it is lIuggestad that aome portion of t.be 
inc........! to trade has been diverted from the United Kingdom to India. 
lI&IIIe uteD\. The following table shows tbe exportAJ of cotton yarn and piece goods from the 

United Kingdol1l to ~ina, Hong Kong, and Japan from 1877 to 1887:-

Due to 
causes inde
pendent of 

I ex.change. 
Q.8220-38. 

Q.8220. 

QUANTlTIll8 of CoTToII' Y AlUf and PIBCB GoODS exported~m' the UNITED KINGDUM 
. ' .'. to CHINA, HONG Ko!IG, aI\d JUAN. . 

, I, 

y ...... Colton v ...... Colton Pi ... Good •. 

,. , . , , 
• 'no ..... a. of'L"'" TIl ......... or Yard .. 

1877, . , - " 330086 394,41'9 
{878 - - - i - 311,467 382,330 

879 - - - 38,951 523,921 
1880 - - - 46,426 609,099 
1881 - - • 47,479 687,177 
1882 - . · M,870 464,948 
1883 - - - 33,499. 41",966 
1884 - - - 38,856 439,937 
!f186 - . - 38,061' .. 669,339 
1886 - .. ' • . 26,92' 490,451 

, 181'7 . - - 3~3~. I 6It14~ 

, 

78. In reply to these arguments it is contended that the growth of the Indian expol·t 
trade in cotton yarns and goods i! due to causes wholly independent of exchange 
difficulties: and was anticipated before those difficulties had existed in their present 
fonn. • 

The natural advantages of the country for the manufacture of . certain kinds of 
cotton goods must, it is l1rll'ed. have resulted Booner or later in B considerable 
development of her trade in .thls article. , . ' 

When trading'with neighbouring countJ,'ies in the East, the Indian manufacturer has 
advantages, as compared with his Eu.ropean competitors, in the co~t of transport of 
the ;raw material, the cost of labour, and ,the cost of transporting the lip.ished article 
to ma.rket. , , 

As an illustration of the advantages which accrue to a.n industry established in close 
proximity to the place where its raw material, is, produced and where the finished' 
product is sold, the following figures are quoted, showing the recent growth of the 
cotton industry in the Southern States of the American Union:-

y~, 

. 

1879-80 

1886-81 

Increase per } 
cent. -

India. 

I Looma. I SpInCueo. 

_____ Bnn __ ~_ern~sl_.~ __ . ~' __ I~! ------~--------
Loom.. 8plndl ... 

6';9,320 

1,213,346 

12,329 

27,963 

1,461,690 

2,421,290 

I 

I 18,502 

16,536 

, 
i 

! 
i 
I 

I--------I--~------------I-------~ 
I 117 127 37'3 

..-

, 

. In the following, table the consumption' of raw cotton iii tile Southern'States. the 
Northern States, and in India is contrasted. 

Cotton delivered to mills in-

1880-1. I 1886-7. 1...-.- per Cent. - i -. -. . 
The Southern Stafe8 - 205,000 398,000 -94 . 

India - - - 379,000 726,000 . 91 
. The Northern States. . 1,710,000 1,727,000' ' 1. 

.- . • , 



79. The view above given of .the relative advantagel! of England and· India is, Q. SOI3.J;l.,. 

however, disputed; and estimates have been laid before us which tend to show that the 
Indian manufacturer, if unassisted' by exchange considerations, would be unable to . 
compete with the English manufacturer successfully in any market. ' 

The technical character of the questions involved in these calculations makes it very 
difficult'to pronounce an opinion on the subject; but we understand that a C(>mmittee 
of the Manchester Chamber of Commerce has been carefully considering the :question, 
and that their conclusions, which on such a point will have a special value, will shortly 
be made public. • • • 

SO. It is further pointed out that the alleged growth in the Indian trlide with Theo.·y 
~ilver-using countries is true only with regard to the two items of cotton yarn and un.np""r~:I 
goods. . b~ stat'st,cs 

I h 1 d f I d· 'th Id' d'I' . . I . ot the 101>11 f t e tota tra eon la WI . go .usmg au Sl ver-usmg countries respectIve y 18 trade of 
examined there does not appear to be any confirmation of the view that trade India; 
with European countries is subject to any special disadv~tage. 

The following table shows the value of Indian exports of mel'Chandise (1) to 
gold· using countries, and (2) to silver.using countries since 1872-73 :-

y ...... ExporIIl to Gold-u,ing 
Countrie8. 

Exporta to Silver-uaiog 
Countriel. 

Million. Rx. Millions Rx. 
18'72-73 36,466,000 19,780,OflO 
1873-74 36,786,000 19,175,000 
11174-75 36,314.000 19,998,000 
1875-76 37,9H3,OOO 20,062,UOO 
IH76-77 39,IR6,OOO 21,i75,OOO 

, 1877-7H 42,368,000 22,828,000 
1878-79 36,082,000 24,811,OOO 
1879-80 40,972,000 26,201,000 
IR80-81 47,980,000 26,651,000 , 18HI-82. 66,395,000 26,507,000 . 
1882-88 68,191,000 25,210,000 
1883-84 63,274,000 24,847,000 , 
1884-8G 68,339,000 24,862,000 
18~5-86 58,539,000 25,289,0()O 
1 88fH17 . 6O,69H,OOO 27,731,000 

, 

Comparing the average of the first and last quinquennial period in each case, it will 
be .found that the exports to gold-using countries increased by 62 per cent., and 
tho~e to silver-using oountries by 27 per cent. 

S1.· Nor again does the trade between the United Kingdom and India appear to have or of 1"aJe 
been much affected in this way. with the 

Our trade with India has increased both a.bsolutely and relatively to tha.t with ~?'Ited 
other countries, as will be seen from the following figures placed before the Commission mgdoDl. 
b..,i Mr. Waterfield. First RepOI"I, 

.1 App. Vlll 

Figureo rep .... nting lb. Total Trade 
. , ' . _ ludi ....... llDilod 

PeroentaP of Trade Kingdom. 
Ye .... 

with India to the 
whole Trade ot &he .. , 
United KiDgdom. 

Im~ortl into Export. from 
odie. - India. 

, . 
" 

1874-76 I 100 100 8'5 
I 871i-76 

1 

96 101 8·5 
1876-77 lIO 105 ,8'6 
1877-7~ , 132 110 ,8'9 
1876-79 98 101 8'S 
18'19-80 I 108 99 7'8 
1880-81 J 132 III 8'9 
18!1l~ . i 1:l7 126 . 9-:& 
188l1-88 , 135 127 9'8 
1888-84 

I. 
145 132 9'9 

1884-8 .. 147 121 9·7 

t=: 146 124 9'8 
154 125 10·5 , i 

D3 -
. ' 
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82. It is further pointed out that if the trade of the United Kin"dom with thfll 
principal silver.usiug countries siuce 1873 is compared with the total'" tr"dc with all 
countrieM, the incl'eas(> will he found 10 "be proport~nately greater in the fomler eaae 
thaH In the llltter, as will,lJt, HtJ~I_~rolDthe ~~~~wi~~hle : 

--------,--""-'" 

Yean. 

1873 · 
II-l74 · 
1875 · 
1876 · 
IH77 • . 

A\'~rR~ 

11178 · 
1879 · 
IRHO . . 
IIlSI · 
181<2 · 

Avemge · 

· · 
· 
· 

I 
· I · , 

· 
· 
· 

Total TNde 
of the U uiled. ltibfCdomo 

Trade with PriDt'lpal 
Silver-uaiDI C'cnmtrie., vi •. , low .. 

China, .Japan. CeylfID, Stf'aitl 
&.IllumeDl .. Mavhi ... Mesico" 

CeDtrU Amfriaa. 

I 
"-

Million. £ Million. £ . 
6I!2 118 
668 94 
656 98 
632 !l4 
647 I 102 

---.--- -"-------'"-, 
657 96 

=========-I==~"~"'"=-'~~-~'I 
614 
612 
698 
694 
720 

!III 
"5 

Itt4 
W4 
IO!I 

1----,------"'" ----I 
667 · 98 

Cl)mpal'tld witl, prt~ViOUM 

peliod - · 
1883 · 
ISH4 · 
1885 · 
11lR6 · 
lRH7 · 

· 

. 

+ 1'52 per cent. 

'1:!2 
686 
642 
619 
643 

+ 2' I per celli. 

110 , 
104 
99 
911 
99 ---------/---------------1 Average .' 664 102 

Compel1ld with previous II 

peri~d • , • - O· 45 per cent. + 4'08 pel' cellI. 
I 

83. On the other hand, it is contended that the growth of trade between India snd 
the gold.using countries has been stimulated by causes which have not affected in an, 
equal degree the trade between India and the silver.using oountries, such &8 the 
opening of the Suez Canal; and that the proportion of the total trade of England 
which is carried on with India might be expected to increase more rapidly thaB the 
trade with other ooilntries wmch impose heavy import or export duties. 

It is further pointed out that if, from the total Indian exports to silver"using 
countries, we exclude opium, ·which is subjeot to special conditions, It. Will be soon thai. 
the exports from India to silver.using 'countries have increased as mpidly as the 
exports to gold.using countries. 

EXPORTS from lJIDlA to SILVl!R-U~ING CoUIiTRIBS (Opium excluded). 

Official Y .... I a.. 

1872-73 · · · · 8,362,000 
1873-74 · · · · 7,844,000 
1874-75 • · · · 8,064,000 
1875-76 · · · · 8,922,000 
1876-77 · · · · " 9,3R5,OOO 
18'17-78 · · · · 10,461,000 
1878-79 · · · · 11,818,000 
1fl79-M · , · · · 11 ,~'17 ,000 
18SO-al · · · · 12,9.,6,000 
1881-82 · · · · 13,075,000 
18S2-83 • · · · 13,729,000 
1883·84 · · · · 13,553,000 
1884-85 · · · · 13,979,000 
1885-86 · · · · 14,664,000 
1886-87 · · · · 16,658,000 

" .. • 
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84. It is also stated that the uncertainties caused by fluctuations in exchange tend Discourage.. 
to discourage the investment of capital in silver-using countries, aud that the latter '!leut::: , 
consequently suffer through the want of proper development. Such countries are in ::f':pit:i' 
themselves usually poor; and the capital required for their developmpnt must m oill.er
gpnerally be attracted from gold-using countries; but the capitalists in the latter using . 
countries are detelTed from investing in securities the interest on which is payable in coonln..,. _ 
silver, owing to the uncertainty as to the return which they will receive. ~~8?~;: 

The flow of capit,~ is therefore diverted from its natural channels, and its mCMt 5954: ' 
profitable employment; and the development of the regions where it is urgeutlv 
required is impeded. • • • 

85. On the other hana, it is pointed out that the increasing competition of the 
Indian cotton mills,. to which reference was made in § 76, would appear to show 
that capital was forthcoming when any good opening presented itself; that the 
uncertainties of exchange affect only the capital which bears a fixed rate of interest 
payable in silver; and that some compensation is afforded by the increased stimulus 
given to industrial enterprise and the consequent demand for capital iu the silver-using 
countries themselves, owing to the fall in exchange. 

It has also been stated in evidence that the J<:nglish banks keep as small an Q. 5096. 
amount of their capital as possible in India, and thereby diminish their power of 
giving accommodation. 

Ro. There is further an increasing tendency in the case of silver-using countries. CurlaiI-.;nenl 
to do business on a cash basis, owing to the inconvenience of having transactions open of cre,bl. 
for long periods. 'I'his cUl'tails credit and diminishes the trade of the countries Q.0957. 
concerned. 

II. EFFECTS OF TRlI FALL IN THB GoLD PmOB OF SILVBB. 

87. Turnin$ next to the effects of the fall in the gold price of silver, we find that }o'~ of gold 
one of the ettects most prominently put forward is the general fall of gold prices pnoe •• 
alluded to in § 46. 

'rhis fa.ll of gold prices is connected by two distinct lines of argument with the 
divergence in the relative value of the precious metals, and the monetary changes to 
which that divergence is attributed. . 

It is said that-
(a.) The fall in the gold price of silver has had a· direct effect in lowering other 

gold prices. 
(b.) The greater demand for gold and the increbBed work thrown upon it in the 

monetary sYHtems of the world have caused Ii general contraction of the currency 
in goM-using countries, which has incl'eastld its purchasing power, or, in other words, 
caused a fall of prices. 

Greater importance is attached by some to the operation of the formel' cause than 
of the latter. 

The arguments urgtld in relation to it have already been alluded to in § 61 (c.); but 
it will be desirable to state them rather more fully at this point. 

88. The ratio between the level of gold prices and the level of silver prices must, Doe ~clly 
it is said, ultimately conform to the ratio between the value of gold and the value of to I~lllf 
silver, if !lny change in the ratio has occurred owing to causes affecting primarily one ~ oil;::· 
or both metals. In other words, gold and silver prices will vary about as much as . 
the value of gold and silver. 

If there is any change in the relative value of ,gold and silver, which is not itself 
merely a consequence of a prior d~turbance in the general levels of gold and silver 
prices, that change will show itself sooner or later in the gold BUd silver prices of 
commodities respeotively. . 

In the present instance there has been a fall in. the gold price of silver, due to one 
or more of the causes set forth in the earlier part of this Report; the necessary 
adjustment in the levels of gold and silver prices will therefore follow, BUd wilt be 
effeoted either by increased exports of goods from silver-using countries to gold-using 
countries, causing a fall of gold prices, or by increased exports of silver to silver-utring 
cOllntries, causing a rise of silver prices. . 

It is also pointed' out that to/roduce the fall of gold prices bere indicated, it iR not 
necessary that the goods shoul be actually exported from the silver-using countries. 
A depl'esijiug effect, of the same kind would be causeq by the mere knowledge of the 

1'4 
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fact that a large s,:!pply o~ goods. would come. upon the market if any 8ymptomof a 
rise in the gold pnce manifested Itself. , ' , 

89. One theory which was generally accepted, when attention was tirat directed to 
the divergence in the value of the two currencies, was that the adjnstment would be 
carried out by the exportation of silver to the East until its value in the West and 
'prices in the East were 80 affected as to make this operation no longer profitable. 

Q. <l071H!9; It is now suggested that instead of a rise in silver prices, or a recovery in the gold 
4111-18; price of silver, the fall in the value of silver has produced a 'corresponding fall in gold 
:!;~~30; priSceils, the l~vel of p~tce~ in .tdhelEast rem

b
. alt'D!to'ng lunal~red'th h . 

~576-98. ver pnceB are, I . IS S8l , es~ su Jec a teratlO~, r~ug causes affectmg the 

Reply to 
aboV8 
argoments. 

Q.I0,226. 

currency, than gold prICes. The Immense volume of silver In eB8tern countries, the 
conservative habits of the people, the absence of banking facilitieK and other 
commercial conveniences, all contribute to this result. 

The adjustment, therefore, takes the line of least resistance and results in a fall 
of gold prices in western markets in conformity with the alteration in the gold price 
of silver. 

In India the cost of labour, the land revenue, and other similar charges have remained 
the same. The Indian producer therefore, 80 long as he can get the same silver 
price for his produce as before, remains in as favourable a position, and he is 
forced by competition to accept the same silver price as before the ~old prioe of 
silver fell; but the same quantity of silver can, after the fall, be obtained fer a les8 
quantity of gold. The maintenance of the silver price is therefore equivalent to a 
lowering of the gold price. Consequently a. fall is established in the gold price of 
all commodities exported from silver-nsing countries to gold.using countrios. 

On the other hand. as the Indian producer only obtains the same silver price a8 
before, or a lower gold price, he cannot give more silver for European produce than 

. before., The El1l'OpfilBn prodllcermust th6l'efore, in. order to find a market for .his 
produce. accept the same silver price or a lower gold price. Hence arises a fall in 
the price of all the produce exported from gold·using to silver-uHing countries; Rnd 
the altered relation of silver to gold thus affects directly the gold prices of all 
articles comprised in the trade between those countries. 

90. ,It 'also affeots indire£tly the gold prices of articles exchanged between. or 
consumed in. the gold.using countries themselves. So far as these article~ are the'saml', 
or serve the same l)urpose, as those which are directly affected, their prices are' 
neoessarily forced down by competition; the remainder. or 8 considerable proportion 
of them. are affected by the diminution in the cost of production generally, arising 
from the fan in the prices of the other articles, many of which are staple commodities . 
or necessaries of life having a direct bearing upon the cost of production. 

91. It is alao argued generally that the rebtive priccs of commodities must be 
adjusted so as to maintain (other things remaining the Bame) the same relative valuea, 
and thus that an established fall, through varying causes, of the prices of any 
important groups of commodities will be transmitted through other groups by 
industrial oompetition. A. fall, for example, in the price of agricultural produce will 
(methods of production, &c. remainiIlg the bame) give a les8 money income to 
landlords, farmers, labourers, and all depending on land, and they will not be able to 
pay so much for other things, whilst at the same time labour and capital will tend 
to flow into other industries so long as prices in those industries remain relatively 
high, and thus in both ways those prices will tend to fall. 

It would have been impossible for a fall in proportion to the gold price of silver 
to have been established in the case of all the great staples of trade between gold 
and silver using oountries without indirectly affecting other commodities. 

92. In reply to these srgumente it is contendecf.-
(a.) That the level of prices in gold.usin« countries can only be affected by 

changes in the relation between' !ilie volume of the currency in those countri811 and, 
,the work which it has to do; and not by a change in the value of the metal 
forming the standard of value elsewhere. . 

(b.) That a sufficient explanation of the fall of gold prices can be deduced from 
cau.ses affecting directly the volume of the currency in gold-using countries, and the 
nature and extent of the business transactions in which it is used. 

(c.) That the assnmption of greater stability in Indian than in European prices 
is unwarranted. Such statistics as are available show that there has been as much 

• 
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variation in Indian prices as in EUrQpean prices, and that the Sucthationa ill the 
prices of the same article at the same places in dilferent years, or at different 
places in the same years, are far greater than any which can be observed in Europe. 

It is therefore urged that there is no foundation in such statistics for the theory 
that gold prices tend to accommodate themselves to sih'er prices more than silver 
prices accommodate themselves to gold prices. 

(d.)' That the gold price of silver is constrained to move in accordance with the 
ratio between the level of gold prices and the level of silver prices,. and that an 
increased supply of silver in goldr\lsing countries would' result in a Sow of silver 
to silver-using countries until the equilibrium had been restored_ 

(e.) That again there has been no decrease in the export of goods from gold-using, 
to silver-using countries such as would be caused, other things being equal, by sUClh: 
a divergence, but rather the reverse. 

(I.) That the volume of the currency and the methods of using it remaining 
unchanged, a fall in the prices of goods that enter into Oriental trade would be more 
likely to raise than to rower the prices of goods that are not connected with it, 
because it would leave more money free to 'do business in them. For instance, 
during the period in which wheat was the chief element in the expenditure of the 
working classes, it was notorious that a fan in the price of bread led to an increased 
money demand for other commodities and a rise in their price. 

(g.) That so far as statistics of trade go, they are inconsistent ."Writh the arguments 
Vi hich trace the fall in gold prices to the fall in the gold price of silver, and to the 
etfect of silver prices on gold prices. The immediate effect of any such change 
would be to reduce the gold prices of articles exported to ailver-using countries, 
and consequently the exports to those countries, and to stimulate the exports to gold
using countries. But no such elfect can be traced in the trade returns. On the 
contrary the exports from the United Kingdom to silver-using countries have increased 
more rapidly than the exports to other countries. 

93. The allegation of a general fall of gold prices has already been referred to in Elfects ot 
§ 46. where it was adduced as corroborative evidence in support of the view that' fa!} of gold 
ll'old had become scarcer; but it is necessary to recur to the subjeot at this point pnce •. 
in order to examine the bearing which the general fall of prices, assuming it to 
be proved, may have had upon the severa'! interests which we are directed to consider. 

It must, however, be observed that this question only enters within the scope of our 
inquiry if, and so far as, the fall of prices is due to causes directly connected with the 
precious metals. ' . . 

In considering, therefore, the effects of a fall in the generalle-vel of prices, we shall, 
for the purpose of the present argument, assume tha soundness of the ressons 
connecting it with circumstances affecting th~ precious metals and their relation to 
one another, which were adduced in the earlie~ portion of our Report. 

94. Those who lay stress on the evil effects arising from a fall of prices urge- Di,,,dmo-
(a.) That an appreciating standard of value cannot properly perform its most tag ••• risiD~ 

important functions. ~m 3 fall of 

The metal which serves as the standard has to act as; (L) a medium of exchange; pn~-:s. 
(ii.; a measure of .value; (iii.) a means of storing value; and (iv.) a standard for ~8-60' ' 
deferred payments or contracts extending over a long period. SS53-7. ' 

In the two first of these cases variations are of less importance. The ordinary 
transactions of commerce are seldom open for more than a few-months at a. time; 
allowance can therefore be easily made for a change in the value of the currency in 
which these trall~actions are expressed, and such a c~umge can sel~om be. sufficiently 
~narked or suffiCIently sudden to cause any substantial loss or galll' to eIther, party. 
The second use of the standard is important, mainly on account of its connexion with 
statistical and other similar inquiries. But in the third, and to a still greater extent 
in the fourth, case, the inconvenience of such changes in the standard of value is 
especially great, and material inconvenience and hardship is caused by any alteration. • 

(b.) Tha~ in respect of these two cases an appreciating standard causes more 
inconvenience and hardship than a depreciating standard, because it imposes a greater 
burden· upon the debtor clasa; and it is asserted that borrowers are those on whose 
enterprise the industrial intereste of the country principally depend. . 

le.) That an appreciation of the lltandard crestes uncertainty as to the profit to be 
made from oommercial transaotions, checks enterprise, and therefore impairs the 
productive oapacity of the world. 
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ROYAL CO)lVI8SIOII 011 GOLD AND SILVER: 

The depression caused by falling prices ill· due partly t() material and partly to 
sentimental causes. 

Falling prices w?ll,. if o!~er things re!Dain the sa~e, involve B. redueti~n of. profits' 
and a consequent mdispoBItior, to· contmue producmg: but thIs reductIon 18 to II 

certain extent only apparent. In so far as the profits, thou~hsmaller, have the same 
purchasing power as before, the person who receives them IS, no doubt, in the pame 
relative position e.s before; but he is more impressed with the decre&8e in their nominal 
amount than with the ~ainte~ance of their purc~8Bing. power. T.hedepressing effect· 
thus produced by falling prIces tends to· curtail busmess Bud dUlOourage enterprise; 
Further, so far as his production is carried on with borrowed capital. for which he haa 
to pay a fixed rate of interest, or is subject to any permanent oharge from. which 
he cannot at once free himself, he eustains a reallosB, because hi, outgoings remain 
nominally the same, but are really more onerous, while his l'etUIns are diminished 
owing to the fall in the selling price of his produce. 

Moreover, it is found that wages, whioh must necessarily form a large proportion 
of the total cost of production, fall less rapidly than prices. 

For all these reasons the necessary adjustment In the oost of production, which, 
to maintain real profits at their normal rate, should bo going on pari passu with the 
fall of prices, is always deferred, and is. frequently deferred to II point at which 
production oeases to be remunerative. 

95. In reply to these arguments it is said-
(a.) That, if th6 q'll.estion lies between rising and falling prices, the latter are the 

lesser evil, since they tend to a more equal distribution of wealth and benefit the 
consumer as such, and more particularly the wage.earning classes, whose real wages. 
on the hypothesis above mentioned, are increased'. . 

(b.) That when prices are falling, trade is carried 011 with greater oircumspection 
and maintained in closer correspondence with the real wants of the community 
than in times of great inflation and excitement. In illustration of this it is pointed 
out that the great commercial orises and disturbances of trade rarely occur in time. 
of so·called depression, but are usually the result of the great stimulus to production 
and speculation caused by a general rise of- prices. 

(c.) That times of falling prices are usually more fertile in inventions and other 
means of diminishing the oost of production; or economising the uee of capital; and 
that the stimulus to improvement so created results in a material benefit to the 
community, thus affording compensation for any diminution in production caused 
by loss of profits. . 

(d.) That the transfer. of value from one cil!l8s of the community to another cannot 
be a natiqnalloss; and that, as regards the country at large, a olear gain ean be shown, 
owing to the large investments of British capital made in foreign countries at a time 
when prices were high. With every fall of prices the real return on this capital 
increases and the country gains. . ' 

(e.) That a fall in profits is to some extent compensated by a fall in the rate of 
interest on borrowed capital required for production; and that this compensation 
extends to all except the few producers wl;1o are unable to take immediate advantage 
of this element in their favour. 

96. To the foregoing arguments the following rejoinder is made :-
(a.) That as regards labour, the apparent advantage of higher real wages is (i.) 

only temporary, as it will disappear whenever the fina~ adjustme~t is made,. and.will 
be converted into a loss whenever the movement of pnces turns In the OppOSIte dlrac· 
tion; (ii.) more than neutralised by the uncertainty and irregularity of employ:ment 
which is inseparable from depression of trade, and which frequently results m an 
actual and serious loss of real wages. 

(b.) That a fall in prices benefits the capitalists who have lent money for fixed 
periods at a fixed rate of interest, and.in such cases a smaller share?f the product ,?f 
labour is left to be divided between the producer and the wag:e-earnm~ classes. It IS 

difficult to suppose that the latter can for any length of tIme receIve larger real 
wages out of the smaller share of the gross product of labour whiCh is divisible between 
themselves and the producet; . . 

(c.) That the methods of economising labour which, as stated abo.ve, are ~ore 
readIly devised in times of depression, cannot but produce. temporary: InconveUlen~e 
and hardship among the labouring classes owi'ng to the difficulty whIch they find m 
accommodating themselves to the altered conditions of industry. . 
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~ .. , (d.) ,That if times of falling price. are more fertile in inventioM and other means of 
diminishing the cost of production, this can only arise from the hardship caused by tho 

· fall in priCE'S compelling producers, to put forth greater exertions, and does not differ 
in nature from wha.t would. be produced;by the imposition of any additional burd~n, 
suoh a8 increased taxation, Oll the same class. 

(e.) That the friction in the labour market produced by constant attempts tolower 
;'WIIgeg'in'correspondence with a fall in prices engenders much discontent and social 
disturbance . 

. (I.) That ·the· labouring olasses 'Urerarely able to obtain the full bel)efit of a fall 
'in prices, such as would compensate them for the disadvantages mentioned above, much 
of it being intercepted by other classes before it reaches them. 

(g.) Tha.t if .. cbeckt<l production from a fall in prices be admitted, the actual 
wealth: 1)f the' world must necessarily be diminished. and that no redistribution of 
what remains can alter this fact. 
" (11.), That an aotive trade with a high rate, of interest, even if accompa.nied by 

'occasional crises, is preferable 00 the depression which resulte from falling prices. 
(k.) That a 108s caused by the transfer of value from one class of the community 

to another . may be a national loss, and that the alleged gain to the country at 
large from investments of 'capitpl in foreign countries at a time when prices were 
high has been greatly eXaggerated. It has sometimes been assumed that this gain 

· is realised on all the paymE'nts made by foreign nations to this country which are 
"not made directly in exchange for commodities; but this is not the case. For 
· example, there is no such gain on the payments to this country on account of 
freights earned by British ShIpS, nor on account of investments of capital abroad in 
industrial enterprise; payments on account of such investments may even be reduced 
by the fall in prices affecting profits" The only gain is in connexion with loans 
'fuade in gold at fixed ratp.s of interest, and the total gain from this class of invest
ments should be reduced by the loss on similar invesLments made in silver or other 
ourrency which has depreciated in "comparison with gold. A large portion of this gain 
is made at the expense of. British Colonies and dependencies such as India, and does 
not accrue to the country at large, but to a very limited class. ' 

,97; In§ 88 w&have dealt with one effect «the fall in the gold 'Value of silver Disturbance 
upon the intemational trade between gold and silver using countries, and ;with the in i!'ter-

Process bI, which the adJ"ustment between the' 'levela of . prioes· in those countries trDBadtlonalr 
, , "d " epo-respectIve y IS carrIe . out. . duced by .. 

. It would, appear 00 be admitted li>y almost all witn~sse8; that when the adjustment fall in ex
has been completely carried out, the conditionsofinternation!ll trade will be precisely change, 
the 8nme.as before the divergenc~ between'the values of thet~ currenoies occurred. 

When the exchange between the two countries has reached 1\ stable point, and the 
level of priCB. in each has accommodated itself tG the aloorect state of things, no further 
disturbance of prices will occur, so long as the equilihrium of th& exchange is preserved. 

98. In the meanwhile, however, trade, it is said by Borne, may be diverted to a 
oonsidel"able extent from its natural channels; and the process of adjustment above 
desoribed may extend over a long period, and must necessarily continue until the par 
of exchange between thn t.wo currencies becomes comparatively stable. 

In the present instance, the instability has continued for upwards of 14 years. and 
there is no sign of the permanent restoration of equilibrium. 

The complete adjustment of prices to the altered value of the currency nM therefore 
been continually deferred, and this has, it is said, resulted in a stimulus to exportation 
from sih-er-using countries, and a corresponding check to exportation from gold
using countries. 

99. Reasons have already been given in support of the view that, as' it is easier Alleged 
for prices to fall than to rise, the necessary adjustment would more nrobably b& bounty on 
carried out by a fall of gold prices than a rise of silver prices. • e~t f,:"w 

If prices in silver-using countries have not risen, the oost of production and all other ~o~~~u:.mg 
char(pes remain t~ 8am~ ~d t~e producer. can make the same rateo~ profit ~ he c~n Q. 2637" , 
:get tbe'l3amfl. sellIng pnoe m silver as before. The fact that the SlIver sellmg price 2885-99; 
is equivalent to 8 lower gold price does not affect him. 3069-78 ; 

The produoer in the gold-using country, on the other hand, who exports produce 5621~ 
t& the silvel'-UIIingcountry, receives the same amount of silver as before, but I'educed 
ill value when converted into gold .. Unless, therefore, the cost of producing ~he 
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commodity is reduced to the eame extent as the 'gold value of the lilver which he 
takes in exchange. he will lIustain a real 10s8. 

But it is urged that the cost of productioD doeB not accommodate itself readily. 
much less simultaneously, to the fall in the selling price. Fixed charges of all kinds 
and the wages of labour will fall but slowly; and until the adjustment is complete 
the loss will continue. 

In the present case, it is pointed out that the p'l'OCeas of adjustment has been 
going on since the fall in the value of silver first marufested itself, but that as the fall 
has been in the main continuous and shows no symptom of having l'eached itelimit, 
the process cannot have been completed, and the lOBS is therefore for the time being 
irremediable. 

The advautage thus gained by the producer in the silver-using country extends, 
it is said, not only to those who produce articles exported to gold-using countries, 
but to those who produce articles for the home market in competition with pro
ducers in gold-using countries; and similarly the disadvantage attaching to produo
tion in gold-using countries extends not only to those engaged in the export trade to 
sil,er-using countries, but to the producers of all commodities which compete with the 
produce of silver-using countries. . 

The illustration most commonly brought forward in support of these argumenta is 
the export of wheat from India, which, it is said. competes successfully with that 
grown in England or imported from America and other countries. 

As silver prices remain stable, the apparent cost of producing wheat in India is 
not greater than before the fall in silver. No larger number of rupees are paid for 
rent, taxes, wages, or carriage; no smaller number of rupees are received by the 
producer in return; and that retul'D will enable him to satisfy all his wants to the same 
extent ~s before. 

If, when the gold price of wheat is 408. a quarter, the rupee is worth 28. in gold, the 
Indian producer will receive 20 rupees for 80 quarter of wheat. If the gold price of 
wheat thfln falls 25 per cent. to 308. a quarter, and the gold value of tile rupee falls 
25 per cent. to Is. 6d., the Indian producer will still receive 20 rupees for 80 quarter of 
wheat, and will pay the same amount as before in rent and wages. 

The producer in the gold-using country on the otber hand will receive 10,. 1es8 
on each quarter of wheat, owing to its price having fallen from 408. to 30B.; but the 
cost of production has not fallen to the same extent, though rent and wages have 

. fallen slightly; taxation and many other compulsory charges have not fallen at all, 
and their burden is therefore .heavier. 

Where the producer both owns and cultivates the land himself, and where conse
quently neither rent nor wages enter into the calculation, the disadvantage to the 
English producer is said to be even more apparent. 

The cost of production in either case remains practically the Bame; but the 
difference in the return is very great. 

The Indian productlr will still receive, as has been shown. 20 rupees for his quarter 
of wheat; and these rupees will buy as milch as they bought before, because prices in 
India have remained stationary. . . 

The English producer receives only 308. instead of 21., and it cannot be contended 
that the purchllSing power of 308. is equal to that of the 2l. which he formerly 
received, except on the hypothesis that the prices of all commodities here have fallen 
in the same proportion, which is not alleged. 

No adjustment in regard to rent or wages can in this case restore the balance, 
because neither rent nor wages are paid; and the differen('.e between the purchasing 
power of the 308. which he receives at present, and the 2/. which he formerly received, 
is the precise measure of the loss which the English grower suffers as compared with 
his Indian competitov . 

If therefore the English and the Indian producers were, before the fall In prices. 
competing on equal terms, the resnlt of the fall will be to leave the Indian producer 
where he was, and to reduce the profits of the English producer. 

100. These circumstances, it is ssid, account, to a large Ilxtent, for the increased 
export ()f wheat from India, which appears to have synchronized with the fall in ~he 
value of silver, for the serious decline in the price of wheat, and the corresponding 
depression in agriculture in this country. 

India already exports a quantity which is quite sufficient to materially inlluence 
the market price, and the effects of depression are shown, it is urged, in (a) the 

, diminished profits of landlord and farmer; (b) the exteut of land which has already 
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been thrown out of cultivation, and the consequent reduction in the annual produce 
of material wealth in the country; and (c) the injury sustained by the agricultural 
labourer, owing, in some cases, to the total loss of his employment, and in others to a 
considerable reduction in wages. 

The following table gives the value and quantity of wheat exported from India 
during the last 10 years, with the average rate of exchange. 

y ..... euded 

I Quantity. Value. A .erage rate of 
81 March. I!%cbanp. 

• • 
CwlB. Rx. •• d. 

1877 5,687,000 1,908,000 1 8'0 
11178 . 6,373,000 2,874,000 1 8'79 
1879 1,067,000 620,000 1 7'79 
1880 2,202,000 . ! 1,124,000 1 7'96 
1881 7,444,000 8,278,000 1 '1'95 
1882 19,901,000 8,870,000 1 7'89 
1888 14,194,000 6,089.000 1 '1' 02 
1884 21;001,000 8,896,000 1 '1'03 
1885 16,851,000 6,316,000 1 7'81 
1886 21,069,000 8,005,000 1 6'25 
1887 22,264,000 8,626,000 1 0'44 
1888 13,538,000 6,562,000 1 4'89 

] 01. .Another illustration may, it is said, be found in the growth of the Indian cotton Gro.wth of 
trade, both for home Qonsumption and for export to the silver-using countries of the In~antrad 
East. The stimulus to the Indian and the disadvantage to the English manufacturer co n ... 
are of the same nature as has been indicated above with regard to wheat. If the 

, selling price in Indio. of Manchester goods has undergone no alteration, the Indian 
manufacturer is in precisely the same position both as to cost of production and profits 
as before; but, as in the case of the Manchester manufacturer the gold price of goods 
has fallen, and he has not been able to effect a similar' diminution in the cost of pro
duction, he is· in a worse position. 

The figures showing the growth of the Indian cotton trade are given in § 76, and 
need not therefore be reproduced here. 

102. On the other hand it is contended- , Replies· 
(a.) That international trade is in substance only barter, an exchange of,commodities to abOVA 

for oommodities, and that the conditions of such 0. trade cannot be affected, except to argnmen&s. 
a very slight extent, by alterations in the value of the metals in which transactions are Q,9731.--61 
expressed. If those metals faIl in value, more of them will be required in exchange for 10,226. 
a given quantity of commodities; if they rise in value, less will be required. But the 
real value of the commodities, relatively to other commodities, will remain the same, or 
will be governed by independent oonsiderations. 

(b.) That oonsequently the levels of prioes in two countries having currencies of 
different values must adjust themselves to the relative value of the two metals, and that, 
at any rate, no appreciable difference can be permanently maintained. 

(0.) That until 0. relatively unifonn level is reached in the two countries, there may be 
a certain advantagu in trade in one direction or another, but that this is much les8 than 
is commonly supposed, and that its effects very soon disappear. 

(d.) That if the disturbanoe of the trade between England and India had been of the 
kind suggested, it would have resulted in a falling oft" of exports of goods to the latter 
oountry, and an inoreased export of silver in their place. But there is no· evidence of 
either of these movements having taken place. 

(6.) That the arguments llsed above with regard to the effeot of 0. change in the 
value of two metallio currencies are equally applicable to the case of a metallic ourrency 
and an inconvertible paper currency, lD whioh the changes are frequently greater; and 
that consequently, if the reasoning be sound, the export trade of a country would be 
benefited by excessive issues of such pllper. 

(f.) That any permanent bounty arising from a fall in exchange is impoSBible. .As 
soon all prices have adjusted themselves to the altered condition of the currencies, 
any gain which might appear to be made in one direction will be balanced by a loss in 
another. 

(g.) That though the fall of goldjrices does increase the burden of fixed charges on 
the English oapitalist producer, an makes it difficult for him to S9cure the same raw 
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ilf profit. "yet; this efi'eoLiaindepeudent of his baving to mee' the .oompetition of 
prod\lClll:lJi'l silvt'l',' .. usingcountries • .a.nd would exist equall, if Eagll\lld had, ~o .fureigll 
trade. 

(h.) That after taking account of the slight advantage obtained . by the IndiaD pro. 
dneerowing to· (i.~ the fall iii exchangehavlJlg been almOBtoontinuoU8," and (it) ·the 
fact that the same nominal·taxationdoos not ill his C68e impose any heavier hurdI'D, 
anel of thll more serious disadvantage to which the English produoer is put by his 
inability to reduce the eost of production in the same propottion as the BelliDg price of 
his produce, the increase in the export; of wheat from India can be sufficiently accounted 
for by the diininutionID the cost of sea and land transport, the large area of production 
which has been made available by the extension of railways, and recent improvements 
in the methods of adapting the wheat for the English market. . . 

'l:he growth of the Indian cotton trade has bsen already dealt with in'§ 78. 
(k.) That if, as lI11eged, the Indian producer, 'Whll~ still receiving 20 rupees for his 

wheat, can purchase as much of other commodities ;;.s before, th,! price of Buch of those 
commodities as are capable of export to this country must haye fallen in nearly the 
same proportion as the gold price of silver. 

(l.) That the English producer, 01' wage·earner, is only injured by the fall in the price 
of his produce, so far as other commodities have not fallen to the same extent, and 
that so far as this general fall has taken place, he is in the same position as the 
Indian producer. . 

(m.) That. if. the ,faU in the gold value of silver is due to a cause affecting gold. then 
it is to that cause.and.not to the divergence between gold and silver that the fall in gold 
prices is due. 

But if the fall in the gold value of silver is due to oauses affecting silver, then 
the effect of the fall must have been to keep up silver prices. Oonsequently if no such 
fall. had taken place, the value of silver in silver.using countries would have been 
gt:eatel', and sillTer p:t;ices would have been lower than they are; and the gold prices of 
articles of trade with silver.using count,ries would have been affected by silver prices 
just 118 much as they have been, with the difference, that the change would have been 
exhibit.ed in a fall of.llilver prices instead of in a fall in exchange. 

(n.) That the statistics of the export of wheat from India and the export of cottOI1 
goods from En~land do not support the theory that the volume of either trade is 
materially affected by the fall in the gold price of silver. 

The export of ootton goods to India has steadily increased during the period in which 
the excbange hll8 been falling; nor does it appear to have lOet with any cbeck in the 
years when the fall in exchange was most marked. . . 

. The increased'export,of wheat from huliaduring the same'period may appear to give 
llome support to the thet>ryj butthe 'Variations from 'year',to'year are 80 great, and 
correspond sO little with: the coursEt of the exchange, that other causes must have 
operated to a much greater extant; and the 'Variations obviously arise largely from 
favourable OF JIUfavonrable l!e880nB, . , , 

(0.) That Indian wheat forms but '8 small proportion of the total supply in the gold· 
using markets of the world, and is not sufficient in quantity to control the price in 
those markets. 

III EFFECT UPON INDIA. 

. 103. W e,now pa~, fromconsiderationill which are. of generaL application to the 
commerciall:fllations. of all,countries having different standards to· the spACial case of 
India. The exceptional position of tha.t Clountrycauses it to be alfected in, a special 
manner which we propose to treat separately •. 

. While the metal forming its standard of value is silver. its political and, for the most 
part, its commercial relations are with a country having a gold standard. 

Whilst. its taxes are collected in silver, a substantial portion of its outgoings. including 
the payments which have to 1!e inade in this country. are necessarily disbursed:in gold. 

104. Of the above circumstances, the most important is the facti that the Gol"enunent 
of India ,has every year to convert a large portion of. its receipts fromsilvet' into gold; 
in order to meet its liabilities in England. , 

In practice this operation is effected by selling in London for gold bills .payable in 
India in rupees. .As these gold payments,are, for the most part, fixed in amount, any fall 
in the value of silver necessarily compels the Government to sell,a larger quantity of -. 
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billil. 01', in other words. to pay a. larger quantity of silver. It is this which constitutes 
its chief difficulty, for (a) it is a1wsys uncertain what additional number of rupees will, 
be required in IIny one year, and all calculations of revenue and expenditure are"there
fore open to serious· modifications between the date when they are made and the date 
when they are realised; (b) it is extremely difficult, on political grounds, to inmv38il8' 
the existing taxation; and (c) the increased amount of silver now required to dil!charge 
its gold' liabilities imposes a burden upon the Indian taxpayer in respect of' a. 
considerable proportion of those payments. '. . . 

105: The bulk of the gold payments'wbich the Governmen't of India is under obligation 
to make fall under one or other of the following heads: (1) interest on debt, (2) interest 
on the stock of the guaranteed railway companies,' (3) expenses on account of the 
British f01'ces maintained in India, (4) pensions a.nd nou-effective allowances payable in 
England, (5) the cost of the Home administration, and (6) stores purchased in 
England for use or consumption in India. In order to show the effect of the fall in 
exchange upon the total amount of these remittances Mr. Waterfield has divided them First Report, 
into two clasijes according to the distribution laid down in our order of reference, App. VIII. 
namely (i.) payments under old or fixed contracts, and (ii.) payments under Dew or (A.) 
current contracts. 

106. As regards old or fixed contracts the actual sterling (net) payments in 1874-75, Effilct on
the last year in which the average rate of exchange was above la.1W., were 11,704,9531., ·gold pay-. 
and the number of rupees required to discharge this liability was 12,67,88,727. In :.n~~r 

( 1885-86 the actual sterling (net) payments were 11,321,979l., and the number of rupees ex".man;. 
required was ]4,88,58,141. At the rate of exchauge current in 1874-75, the same Q. 1640-4' 
amount in gold could have been provided by an expenditure of 12,26,40,330 rupees, 1737. ' 
and the IIdditional number of rupees required owing to the fall in exchange was 
consequently 2,62,17,811. 

Under new'-or' current contracts the sterling (net) payments in 1874-75 were 
3,339,9681., equivalent at the then rate of exchange to· 3,61.78,726 rupees. Owing to 
large payments received from railway companies in 1885-86, the expenditure under this 
head in the latter year was less than the receipts by a sum of 311,996l.. Apart from 
these receipts the actual payments. were 4,331,074l., which would have required 
5,69,43,722 rupees; at the rate of exchange of 1874-75 the same payment would 
have been liquidated for 4,69,14,443 rupees, showing an increased eharge owing to 
the fall in exchange of 1,00,29,279 rupees. 

, Owing, however, to the receipts above mentioned the, actual sterling payments under 
the two heads together were only ll,009,983l., and the number of rupees required was. 
14,47,56,107. 

To provide the same amount of gold in 1874-75 would have required 11,92,60,770 
rupees, showing a difference due to the fall in the exchange of 2,54,95,337 rupees. 

The effect on the finances of the Government of India will perhaps be seEm more 
clearly by considering that a fall in the value of the rupee from lB. 6d. to 18. 5d. would 
in the year 1886-87 have made it necessary for the Government of India to find an 
additional sam of at least 11,000,000 of rupees. A fall from h. 5d. to lB. 4d. would 
have had a greater effect, and a fall from lB. 7 d. to Is.6d. a somewhat less effect. . 

107. It is, however, pointed out- Reply to 
(a.) That the real burden of the increased charge shown to have been imposed- on above. 

the Indian Exchequer by the fall in exchange is limited to that portion of it whick allegations, 
represents payments contracted to be made before the fall in exchange commenced, 
or when the fall was not BO great as it has sinoe become. 

(b.) That consequently no loss can properly be said to arise from the bulk of the 
payments which fall under the head of .. new or current contracts." If & 18l'ger 
numbor of rupees is required to represent a given quantity of gold, that quantity of 
gold will purchase' & larger quantity of commodities than befure.· In the· case of· 
many comniodities required by the Government of India the gold price has fallen even 
more than the gold price of silver; and in such cases the same number of rupees 
will purchase a larger quantity of commodities than before. 

(c.) ~'hat even in the matter of payments under .. old or fixed contracts," the 
position of India is no W01'8e than that of any other countrj which has contracted & • 

permanent gold debt. The fall of gold prices. if due to & scarcity of gold, has 
!ncreBBed the burden of all contracts to pay a fixed quantity of go]d;., and it iR 
Immaterial whether the gold has to be purchased by It larger quantity of commodities 
or a larger quantity of silver. 

E4 
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(d.) .Tha~ in the c!'8e of India there ~ be little doubt that this debt, the burden 
of which 18 complained of, hu been Incurred for useful pUrp0888, and haa incl'f'aPSd 
the productive capacity and ~he we~th of the countl'y, th~ making it al well able 
to bear the burdHn of taxation as It was before the fall In the value of silver took 
place. 

1~. The diftkuties of the ~ov~l"I!ment of India consist, however, not only in the 
additional. number ~f ~~ whlC.h It 18 compell~d to find from year to year in order to 
discharge Its gold habilitles, but m the uncertainty caused by the lI.uctuations in the 
rate of -exchange, which makes it impossible to forecast with any accuracy its futul"o 
expenditure. 

The following table shows the rate of exchange estimated in the Budget, the rate 
actually realised, and the additional expenditure caused, or the saving effected by the 
divergence, since 1874-75. , 

---
I 

DilI'ereaee. Rate of heblmge 
Year. estimated In the &"-1 

Bodget. ....1iIed. 
I Ez:ceu. S .. lng. 

--.- , 
I 

1 

, 
•. d. •. d . nu.,.,... Rupeee. 

lR74-7S I )0'376 1 10'156 10,91,764 -
1875-76 1 9'875 1 9'626 19,57,917 -
1876-77 1 8·.~ 1 8'508 - 76,736 
1877-78 I 9'23 1 8'791 38,43,050 -18iS-79 I 8'4 1 7'794 66,87,129 -1879-80 I 7 

I 
1 7'961 - 84,40,737 

1880-81 1 8 1 7'956 4,24,722 -1881-82 1 8 1 7'895 10,17,482 -1882-88 1 8 I 7'625 87,46,890 -1883-84 1 7'5 1 7'536 - 8,62,902 
J884-85 1 7'5 1 7'308 18,97,307 -1885-86 1 7 

I 
1 6'254 66,82,638 -

1886-87 1 6 J 0'441 65,l7,721 -
1887-88 I 1 5+ I 4'898 71,90,097 I -! , 

---'---
It will be observed that during the above period the actual rate exceeded the 

estimated rate in only three years, and that on the whole the effect of the lI.uctuations 
was to cause a considerable increase in expenditure over what had been anticipated 
when the financial arrangements of the year were made. . 

109._ Reference has been made in a previous paragraph to the difficulty of attracting 
capital to silver-using countries, owing to the reluctance of capitalists to invest in 
securities, the return on which they are unable to calculate with certainty. 

This consideration applies with special force to the case of the Government of India, 
with whom it necessarily lies to take the initiative in any scheme of 'public works for 
the better development of the .couutry. 

The form of investment which native capital has adopted from time immemorial is· 
hoarding, and though there maybe some tendency to invest in the securities offered 
by the Government, it has made but slow progress, and since the divergence between 
the value of gold and silver first manifested itself the inducement to hoard the more 
valuable metal has rather increased. 

In former times, when the relativE' value of the two metals was more swble, the 
Government were able to raise loans, both capital and interest being payable in. 
silver ; and the terms on which they were raised were about the same m Calcutta 
and London. The price of 4 per cent. rupee paper in 1873 varied between 1011 
and lool in Calcutta. while the price of the 4 per cent. sterling stock in London was 
from 101 to 106. But in 1887 the former security was from 951 to 99i, while 
the 3l per cent. sterling stock in London varied between l00i and 104, or but very 
little below the 4 per cent. stock 14 years before. 

110. Of the three sources of embarrassment to the Government which we have 
indicated above, perhaps the most serious is the uncertaiilty which must necessarily 
attend all the calculations on which their finanoial arrangements for the future are 
based. 

Apart from any question of exchange, both the revenue and exrenditure in India 
are from various causes, it is said, more subject to lI.uctuations and uncertainty than 
is the case with European States gener"lly. __ -

. \ 
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But in addition to these contingencies an unexpected fall iIi th.e value of silver 
may involve a loss of revenue which could not have been foreseen when the financial 
arrangements of the year were made, and this difficulty would be aggTBvated in the 
case of arrangements extending over many years. The extent of the inconvenience 
thus caused may be inferred from the figures given in § 108. 

Even jf the procise limitll of the fluctuations could be foretold with greater accuracy, Q. 1599, 
neither revenue nor expenditure could be made to accommodate itself to variations of 
such magnitude. For it would be difficult to impose and remit taxation irom year to 
year without causing great discontent among a population who are unaccustomed to 
changes in their fiscal arrangements: ~nd to whom it would be difficult to explain 
the circumstBncoswhich had rendered the changes necessary. 

111. Grave objections are also entertained to progressive increases of taxation ObjectioDll 
to meet either unexpected fluctuations or a continued fall ill exchange. A large to iUC!""Bing 
portion of the revenue generally is inelastic and not easily increased. The lann Iaxa'lOu. 
revenue, from whioh source is derivlld nearly one-half of the net receipts of the Q. 1745-8. 
Government, has been fixed on a silver basis, in some cases in perpetuity and in 
others for long terms of years. 

The salt tax h88 been increased since the commencement of our inquiry, and we 
are told that it would be difficult to raise much additional rtlvenue from this source. 

f The opium receipts are of a very precarious nature, and have shown a tendency to fall 
oft' in recent years; and it. is stated that it would be difficult to find any available 

at branch of the Indian revenue which could be relied upon to bring any large addition 
to the Exchequer. , 

112. Another interest to which our attention has been directed is that of the C ... of 
European employes of the Government of India. They receive salaries paid in silver, Eorfpe:: of 
and calculated with some regard to the cost of living in India, and to the necessity ::.p G~""m
imposed upon them of remitting home a certain proportion of their incomes. So meat. 
far 88 their incomes are spent in India or are devoted to the purchase of commodities, Q. 1661-S; 
the gold price of which has fallen as much as that of silver, they do not sustain 1843-02. 
any loss. .But on a large proportion of their remittances to Europe they derive 
no benefit from the fall of gold prices, as the fall has aft'ected wholesale more than 
retail prices, and has not aft'ected at all many of the prices in which they are 
interested. 

In reply to this it is pointed out that the loss sustained by the servants· of the 
Government in connexion with their remittances is a matter for discussion and 
Bettlement between themselves and their employers. I£ the salaries of the Indian 
offioials do not represent as much real remunl>ration as before, the Government will 
ultimately be compelled, by the same forces which settle the market value of all 
other commodities, to increase their salaries. 

113. The above allegations relate to matters affecting only the Government of Etreet upon 
. India as a Government, and its employes. The country in its commercial intercourse the .0~ufY' 

wit,h other coun~jes is ~ubject to the ~ame d.isadvanta~es and disturb.ing influen~es .88
1
:

4
; •• , 

wh~ch aft'tlCt the lDternatlonal trade ofsilver-usmg countnes generally WIth gold-USIng ?s54-00' 
oountries, and which have been described above. . 

Ol_e other hand it is urged-

(a.) That with the exception of the European employes ,of the Government. no 
class in India can be shown to have suffered by the fall in exchange; that, on 
the oontrary, those interested in exports would appear to have gained some advantage 
by the stimulus given to their several industries, and those interested in imports 
have secured the benefit of the fall of gold prices which h88 taken place in Europe. 

• (b.) That consequently the people of India are as well, if not better, able to bear 
the increased burden of taxation rendered necessary by the fall, in the value of their 
ourrenoy. 

(c.) That if and so far as silver has fallen, silver prices are higher than they would 
have been without that fall: and in that. case the fall in silver. if it has added t() 
the sum whioh the Indian Government have to raise by taxation in order to pay their 
gold debt, has lightened the burden which, but for that fall, would have rested on the 
Indian ~xpayers. 

& ' 161aG. F 
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RBMlIDIE8 PROPOSED POR EVILII AlIon DESCRIBBD. 

il4. We ha'Te now enumerated the prinoipal allegations which have been made 
with regard to the evils or inconveniences resulting from the disturbance in the 
relations between the two precious metals. 

115. Reserving until a later portion of our Report the expression of our own opinion 
as to the magnitude and importance of these evils, we will next proceed to state the 
remedies whioh have, been proposed to meet them, and we shall for our present purpose 
assume that they have been proved to be of a suffioiently serious nature to require a 
remedy. ' 

A referenoe to the preceding 'paragraphs of our Report will show that the element 
of disturbance on whioh the principal stress is laid lin connexion with all the evils which 
have been alleged, is the want of fixity in the relation between the two precious metals. 

The remedy which has been put before us most prominently and as most likely to 
remedy the evils oomplained of to the fullest extent possible, is that known 811 
bimetallism. 

BDIETALLJ8M:. 

116. A bimetallio system of currency, to be completely effective, must, in the view 
of those who advocate it, include two essential features: 

(a.) An open mint ready to coin any quantity of either gold or silver which may be 
brought to it. 

(b.) The right on the part of a debtor to discharge his 'liabilities, at his option, in 
either of the two metals at a ratio fixed by law. 

It is urged that, though such a system might under certain oonditions be established 
in one or more countries independently, the maximum amount of advantage would not 
be derived from it, unless it were adopted by international agreement between the 
principal commercial countries of the world. 

117. We propose to consider the subject under the follqwing heads :-
I. The effects which would be produced by such an arrangement if carried out. 

II. The possibility ·of carrying it out as proposed, 
III. The consequences, which will result if no steps are taken to restore stability in 

the relative value of the two metals. 

I, 
118. It is asserted that if a sufficient number of the principal commercial nations 

of the world vere to agree upon an arrangement such as that described above, a 
stable rel8,tion of value between the two metals would b~ secured, or that at any 
rate the variations in that relation would be oonfined within very narrow limits. 

If the possessor of any quantity of silver cOllld, by taking it to the mints, have it. 
converted into coin available as legal tender at a fixed ratio with gold, he would 
never part with it except at a gold price closely approximating to the value represented 
by that ratio. The variations in the gold price of silver would therefore be scarcely 
appreoia ble. ' 

Objection 119. On the other hand it is contended that inasmuch 811 the supply of each metal, 
that the the demand for non-monetary purposes, and the cost of production, vary from time to 
r'GtiDDh of time, and the relative value of the two metals must depend in the main upon the action 
la! w'::Jdam and reaction of these factors, no conventional arrangement such as that suggested could 
prevent any prevent their operation. Experience proves that if two metals or two kinds of money 
permanent are available for the discharge of debt, the metal which is relatively cheaper will be 
r.lation. preferred, and the metal which is relatively dearer will disappear from circulation. 

If, for example, in a particular oountry the relative value at which gold and silver 
exchanged in the open market was ILl! 20 to 1, and the legal ratio were fixed at 15t 
to 1, no gold would be taken to the mints. Those who possessed gold would sell it for 
silver at the .market rate and bring the silver to the mints for coinage; all the gold in· 
the form of coin would be melted down for use in other ways, and the currency of 
the oountry would oonsist of silver alone. . 

If the same legal ratio were fixed in several important commercial countries, the 
effect would be the same, though le88 in degree; and the effect oould only cease 
if all the commercial countries of the world adopted C'oIl1plete bimetallism. 
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120. To this it i8replied that, on the assumption of an international agreement 
between the principal commercial countries, the effects of a bimetallic system so 
established would be universal, and there could _ not be any appreciable difference 
between the relative value of the metals in the open market and their legal ratio. 011 
this hypothesis the demand for gold for purposes of currency from the other countries 
of. the world could not be considerable; and consequently the only purpose for which 
the gold could be required in considerable quautities. would be for industrial use or 
for hoarding; and the demaud for these purposes when compared with the annual 
production and the existing stock of the metal would not be sufficient to cause it to 
disappear from circulation. •• 

121. It is further urged that the proportion between the existing stocks of the 
two metals and the probable conditions of their future production are such as to 
render it extremely unlikely- that gold would ever cease to circulate, or that any serioull 
disturbance of the equilibrIUm would occur, at any mtio which is likely to be adopted. 

122. It is admitted that no international arrangement would be likely to include all 
the countries of the world; but it is pointed out that on the assumption that the 
principal commercial countries were parties to it, the countries outside the Union 
could only withdraw gold from those inside it by sending commodities in exchange for 
it, and that the international trade with snch countries would not be of sufficient 
importance to make it reasonable to expect that any substantial impreBBion could be 
produoed in this way on the stock of gold existing wi,thin the bimetallio area. 

123. In support of the view that a fixed ratio can be effectively Iliaintained over 
a long period, attention is called to the steadiness in the relative value of the two 
metals which was maintained from the beginning of this century down to the date when 
the coinage of silver was suspended by the Latin Union in 1874. Since 1874, on 
the other hand, the price of silver has on the whole fallen considerably, and has also 
been subject to constant variations. 

In §§ 19 and 21 figures are given showing the relative value of the gold and silver 
produoed ovel' a considerable-number of years prior to 1874, to~ether with the relative 
value of the two metalll in the market; and simil\lol' information for the period since 
that date. These figures, it is urged, show that the existence of the legal ratio in Q. 3468. 
France during the first 70 years of the centu1'Y was sufficient to maintain the market 
ratio in conformity with it, notwithstanding very large variations in the quantities 
of the two metals raised from the mines; but that when the operation of the legal 
ratio oeased to have its effect, a ohange in the relative market value of the two metals 
speedily manifested itself. 

124. On the other hand, it is oontended that the stability which was maintained The oft'~ 
durin~ the first 70 years of the centu1'Y was due to accidental causes, whioh enabled of ~.bl
the blmetallio system to be maintained; and that the final result would not have :;~teU:cof 
been materially different had no bimetallio law been in existence. the Latin 

I · 'd h Union. t IS sal t at--
(a.) Down to the time of the great gold discoveries the conditions of the supply of, Q. 6336-42; 

and demand for, the two metals were such as would of themselves tend to keep their 6568-72. 
relative value nearly uniform. 

Had silver been produced in increasing quantities in the earlier part of the oentu1'Y 
- the ratio would have been powerless to prevent its falling in value, as there was no 

gold in the country which could have given place to the increased supplies of silvel' ; 
and the operation of the ratio can only be effective in maintaining the relative value 
of the two metals when there is, within the bimetallic area, a sufficient stock of both. 
Down to the yeaI' 1846, therefore, the 1'3tio was maintained by causes independent of 
the bimetallio law. 

(b.) At the time when the increased supplies of gold began to be placed on the 
market the French currency had oeased to be bimetallic, and practically was composed 
of silvel' only. The lal'ge inftux of ~old altered the relative values of the two metals; 
gold became over-valued in the ratio and silver under-valued. The latter metal was 
consequently withdrawn from France for export to the East and other places; and 
the deficienoy in the French currency was supplied by the over-valued gold. To this 
extent the bimetallic system prevented a serious fall in the value of gold which 
could not otherwise have been avoided. But it is pointed out_ that this result was 
mainly due to the fact that the Frenoh ourrency was not, at the time when the distur~ 
anoe in the ratio was threatened, on a bimetallio but on a monometallic basis. France, 

F2 
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instead of having a stock of both metals circulating at the legal ratio. had a large 
stock of the under-valued metal only, and the over-valned metal Willi poured i. to 
take ita place. If she· had had a I~rge stock of the lattel' already in the country the 
operation of the bimetallio system could not havA taken place. Convereely, when the 
supply of silvt'r began to jno~e. her curre. ncy was almost exclusively oomposed of 
gold, which she Willi able to dispose of in order to meet the demands of Germany 
and other countries, replacing it again with the cheaper metal, which at this time was 
silver. " 

Thus. her monetary system. instead of being bimetallic, happened, whenever the 
compensating action of the ratio was called into play. to consist almost entirely of 
the metal which was the cheapest for the time being. 

In support of this view the following figures are quoted. showing the total :-

COINAGB of GOLD and SILVER in FRANCS between the 
YEARS 1816 and 1880. 

Yean, I 0.1d. I Silver. 

. 
£ £ 

1816-20 · - 9,758,000 4,970,000 
1821-25 - · 2,329,000 17,632,000 
1826-30 · - 1,470,000 , 26,160,000 
1831-35 - · 4,131,000 32,881,000 
1836-40 · · 2,949,000 .16,241,000 
1841-4;; · - 797,000 15,166,000 
1846-.5() - · 8,472,000 21,556,000 
1851-55 - - 63,346,000 7,159,000 
18.56-60 - - ION,027,OOO 3,388,000 
1861-65 · - 38,337,000 875,000 
1866--70 · - 4;,733,000 17,010,000 
1871-76 · · 12,376,000 13,704,000 

, 1876-80 - · 25,819,000 I 2,838,000 
I , I 

It. will be observed that from 1816 to 1820 the coinage of gold exceeded that of 
silver, that from 1821 to 1850 the coinage of silver exceeded that of gold. and that 
since the latter date gold has again been tile metal chiefly brought to the mints. 

(c.) The stability of the 'ratio was only nominal as one of the two metals was. in 
actual practice, generally at a premium. 

From 1820 to 1847 there was constantly a premium on gold ,which was nearly 
always as muoh as one per cent., and' occasionally rose to as much as two per cent. 
.Any inorease in the supply of silver would of coursll have increased this premium. 

125. To this it is replied that the premium never exceeded very small proportionB 
and only applied ,to a limited number of transactions in which gold was required for 
special purposes, such as export; that for the ordinary transactions of the country 
there was always a sufficient supply of either metal; that as matter of fact both 
gold and liilver were brought to the French mint. and coined* in flvery year except 
in 1871 and 1872, when no gold was ooined; that throughout the period in question. 
gold and silver coins were accepted for all. practioal purposes at the ratio fixed by the 
law; and that the efficacy of the bimetallic ratio is proved by the fact that an immenas 
increase in the supplies of gold produced no sensible disturbance in the relative value 
of the two metals. 

126. It is also pointed out that at the present moment in the United StateR npwardB 
of 55,000,0001. of silver dolla.rs or silver certificates are oirculating side by side with 
gold And are accepted in payment of all debts as equivalent to gold, though tbe 
intrinsic value of the silver dollar is not more than 70 per cent. of the value of a gold 
dollar. 

Similarly in Holland. where the staudard is gold and the coinage of silver is 
suspended, a currency of about 30,000,0001. is maintained at a gold value, concurrentl1 
with a gold circulation.· . 

These two cases, it is said, are proofs of the possibility of maintaining a legal 
ratio between the two metals as coin, permanently differing from the market ratio, 
without the dearer metal being driven out of circulation, or oommanding a premium. 

• In the year 1860 no j\ve-fran~ piE-ces w","" coined, bnt silver coiD8 ..,r otber denominations wen! iMaetl to 
the vnlue of 321,000/. , -. 
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127. On the otber hand it is contended that the illustration is in both cases rendered 
inapplicable by the limitation of the coinage of silver. In the United States DO more 
than 48,000.000 dollars can be coined in the year, and 88 matter of fsci the coinage 
has not amounted to more than 30,000,000 annnally during the last 10 years; whilo 
in Holland there has been no silver coined since 187 a. 

The silver coins circulating in both countries are therefore for practical purposes 
only tokens. If they could be coined to an unlimited extent they collid not fail to 
drive out the gold, wbich wonld be taken by foreign countries. . 

It is also said that tha condition of tbe currency in the United States is only 
possible because the course of trade"bas induced a flow of gold to that country, and 
that if the flow of gold were in the other directiou that metal would aoon be at a 
premium. . 

128. in reply to this it is pointed out that, on the hypotbesis of an international 
agreement for bimetallism. tbe silver would be equally available for export, and that 
in such a case no reason would exist for a drain of gold rather than a drain of silver. 

129. It is argued that as the production of silver has increased of late years, and A rise in 
the production of gold diminished, notwitbstanding the increased value of the latter ~e value 01. 
relatively to the former, the proceas is likely to continue, and that therefore it would :::"'.:~ 
become increasingly difficult to maintain a fixed ratio, even if the existing market prod':.cno~ 
ratio were adopted, 88 the effect would be to stimulate the production of silver, and to ODd cheek 
discourage the production of gold. . tIW of gold. 

The result would be in a short time to drive gold out of circulation, and to leave 
silver as the only metal available for currency throughout the world; while if a ratio 
of 15~ or 16 to 1 were adopted. the stimulus to an increased production of silver 
would be far greater and the maintenance of the ratio more difficult, thus accelerating 
the period when silver alone would be found in circulation. 

130. In reply to this it is said-
(a.) That there are no grounds for supposing that in any period, however remote, 

the relative value of the two metals in the market, as compared with the legal ratio, 
'could be ao different lioii to drive out of circulation the whole of the gold now tlDsting 
as coin or used for monetary purposes. Suoh a hypothesis would involve the absorptien 
for other purposes of the existing stock, roughly estimated at 900,000,0001., and the 
annual llroduction of about 20,000,0001. On the other hand those who consider that 
gold mIght, under these circumstances, cease to be used for circulation, do not 
contemplate that it would be demonetised. and it might therefore still be held by 
Governments and by banks as a reserve. 

(b.) That if such a hypothesis were admissible, it wonld follow that if tbe metals 
continue to be used as standards of value separately, very great divergence in the 
relative ",alue must occur; that such divergence would involve greater evils than the 
diasppesrance of one of the metaIS from tbe currency under a bimetallic system; and 
that tbe disappesmnce of one of the metals from tbe currency of the world under a 
bimetallic system would not of itself be productive of any serious evils. 

(c.) That the economic laws which regulate the production of other commodities do 
not appear to operate to the same extent in the case of the precious metals. Their 
production is of a specially speculative cbaracter, and is frequently commenced or 
continued with very doubtful prospects of a profitablo return. The quantity of either 
metal produced appears to depend much more largely on the accident of the discovery 
of new sources of supply; and it is'to be o~served that the supply of gold has fallen 
off througbout the last few years when ita purchasing puwer was rapidly increasing, 
while the supply of silver has continued to increase, notwithstanding the fall in its 
value relatively to gold. 

131. It is stated by the opponents of bimetallism that the question is argned as if The h!- . 
the only demands for gold and silver were demands for the purpose of currency, and :~:" 
that this is very far from being the case. Statistics are confessedly imperfect, but, alI'eet &he 
so far as they go. it appears that the demands on the precious metals for purposes of demaod 
ornament, of industry, or of hoarding already absorb something like half of the annual for IIOD

productiou. and are increasing constantly. Over these demands. it is said, mint m~ 
legislation cau exercise no influence. If they stood alone, no one, it is urged, would pm~ 
think it possible to restriot their natural operation by any artificial tie between the two 
metals; and as matters really staud, any effect which such an artificial tie might have 
would. it is said, be liable to be defeated by the demands £ot· other purposes. 

, 1'3 
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132. To this it is replied-
(a.) That industrial demands for gold and silver existed ·during the period anterior 

to 1873, during which period there was no material disturbance in the relative value 
of gold and silver. 

(b.) That an increased demand for one metal for non-monetary purposea of any kind 
would simply produce the ssme effect upon the ratio as a diminution in the supply 
of that metal from the minea, or an increased supply of the other. 

(c.) That currency demands still preponderate over other' demands, and are likely 
to do 80. 

(d.) That so far 811 eXperience goes, the increased demand of late years for purposes 
other than currency has been for gold rather than silver, the effect of which the 
adoption of bimetallism under present circumstancea would tend to counteract. 

Legislative. 133. It is also urged by the opponents of bimetallism, that it attaches too much' 
e~ent 18 importance to the law of legal tender, and too little to the habite and feelings of 
:,::t"t"abit mankind; that the adoption of gold as the single standard of value and as the chief 
and senti- material of currency is not the result of arbitrary legislation; but that it has originated 
ment. in natural convenience, in voluntary preference, and in habit, and that it has con-
Q. 9025-7 ; sequently been sanctioned by legislation. It is further urged that under such 
927s-82. circumstances it is quite possible that men of business may,-notwithstanding a law 

making silver as well as gold legal tender, reqnire contracts to be made in gold 
exclusively, and ,thus give gold a practical value very different from the legal ratio. 
The mode in which, according to Lord Liverpool, our own gold standard was 
introduced; the history of the adoption of gold by the United States, Germany, 
France, and Italy; the example of Californis and of gold contracts often made 
with paper-using countries, all point in this direction. Legislation, it is said, which 
is contrary to the general current of human dealings, is not likely to be successful. 

Mode in 
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134. To this it is replied by bimeta1lis~ that men's dealings tend to conform to 
their interests; that under a legal system of bimetallism it would not be to the 
interest of either debtors or creditors to insist upon paying or receiving one metal 
rather than the other, except under special circumstances not likely to be of frequent· 
occurrence; that the instancea of supposed natural preference for gold have been 
misstated or misapprehended; that Lord Liverpool was not a contemporary witness 
of the change from silver to gold to which he refers, and that his account of the 
causes which led to that change was contradicted by Ricardo in 1816; and that a 
great mistake has been made by modern legislators, who have forced gold upon the 
people to the exclnsion of silver, where under earlier and more wholesome systems, 
both metals would have boon equally available. 

135. We have so far dealt with the views held as to the effect which would be 
produced on the relative value of the two metals themselves by the establishment of a 
bimetallic system of currency. . 

It remains to consider whether and how far such a system, if carried out, would 
remedy all or any of the evils which are said to be caused by the existing relations 
between the two metals. ' 

For this purpose it must be assumed that one effect of a bimetallic system would be, 
as claimed by its supporters, to preserve a fixed ratio between gold and silver, if not 
permanently, a~ least for a long period of time, or to confine the variations in their 
relative value within such narrow limits as practically to make them of no consequence. 

136. It may be convenient here to repeat that the evils which are said to result 
. from the existing relations between the precious metals are of a twofold character. 

There are inconvenient fluctuations in their relative value; and there has been a 
considerable fall in the gold price of silver. 

It is contended that all the evils now caused by fluctuatio-ns in the relative value 
of gold and silver would be removed. 

The par of exchange between gold-using and silver-using countries wouid again 
become stable, as it was prior to 1873, and the inconveniencea which are inseparable 
from trade carried on between two countries having different metallic standards 
would be reduc.ed to a minimum. 

Trade would, it is said, return to its natural channels, and cease to be subject 
to the abnormal influences which now affect it prejudicially. 

137. In the second place it is urged that the maintenance of a fixed ratio would 
tend to prevent any further general fall in prices. To.whatever extent the fall of 
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gold prices is due to the displacement of silver by gold, or to ,the diminished 
production of the latte-rmetal - relatively to the demands upon it, it would be 
counteracted by the reinstateruent of silver in those countries where its use as a 
standard metal has been abandoned. Prices would consequently tend to rise, or at 
any rate cease to fall. 

If the ratio adopted were higher than the existing market mtio, then; in so far as 
the causes above mentioned ,have operated on prices, the effect of the change would be 
proportionately greater. The rise would be more certain and more considerable. 

138. If, and in so far as, the gofd" prices of commodities produced in, or exported 
to, silver-using countries have beeu reduced by the fall in the I gold price of silver, 
as maintained in the argument developed in § 88, the establishment of a fixod ratio 
between the two metals would prevent further changes from the same cause if the 
existing market ratio were adopted; but the existing situation and the fall already 
produced would not necessarily be affected. If the ratio adopted were that in force 
prior to 1873, the prices of these commodities would tend to rise to the extent to ' 
which they have been depressed by the cause above rtlferred to; and the evils which 
have 1l0wed .£rom such fall in prices, and which are described in § 94 would be 
removed. 

139. But it does not follow, even on the hypothesis that the gold prices of But .. rise 
commodities have been reduced by the fall in the gold price of silver, that they would woul~t 
regain their former level, as they would always be subject to inlluences of the same f:~~~ 1 
nature originating in countries with a depreciated pap!lr currency. Q. H3~3 

The suggestion is that the fall in the gold price of silver has, through the more . 
advantageous position of the 'producer in silver-using, countries, caused a fall in the 
price of the commodities which he produces, and that a similar process would take 
place in the case of IIny country with a paper -currency depreciating in relation 
to gold, and thus the competition of producers in these countries might prevent 
the gold price of commodities rising, notwithstanding a rise in the gold price of silver. 

For example, the production and export of Russian wheat has, it is said, been 
greatly stimulated by the same cause which has operated upon the production and 
export of Indian wheat, namely, the depreciation relatively to gold of the CUlTency 
of the country; which, in the case of Russia, is inconvertible paper, now about 35 
per cent. below its nominal value. , 

If the gold price of Indian wheat is affected by the fall in the gold price of silver, 
the gold price of Russian wheat must, it is said, follow the fall of the paper rouble; 
and no fixity in the relation between silver and gold would affect the prices which 
depend upon an inconvertible paper currency. 

If the paper rouble continued to fall it would tend to lower the metallic price of the 
Russian wheat exported, and consequently the price of all other wheat. 

So again if the gold price of the goods exported from Lancashire to India has 
been lowered by the fall in the value of silver, owing to the Indian purchaser being 
able to give only the same silver price (or a lower gold price) for them, then if the 
gold price of Indian produce did not a.dvance pari passu, with the advance effected 
by the establishment of IL fixed ratio, ~either would the gold price of the commodities 
exported to India so advance. 

140. If, and in so far as an appreciation of the gold standard has arisen from the Disturbance 
disuse of silver, the evils arising from the disturbance of contracts extending over a :'~dl= 
period commenoing prior to the changes which we have been considering, would be . 
counteracted by the restoration of silver at the old ratio to its former position as a 
standard metal; but, on the other hand, all contracts made for a term of years since 
the appreciation commenced would be disturbed to the same extent. 

141. The advantages which would 1I,ow from a RtaDdard possessing the maxl.mum.Stability of 
amount of stability, would, it is said, be secured by having the two metals linked the ~~dard 
together at a fixed mtio. Any variation in the value of either metal, instead of :,:~:. 
operating as at present on that metal alone, would, on the hypothesis of a bimetallic far .. 
currenoy, operate upon the whole mass. The eftect of the variations would, therefore, possible.· 
be much less intense. 

It is improbable that the variations in the supply of either gold or silver would .be Q; 3662 r 
simultaneously in the same direction. An increase in one might often be acco~pa~lled 367~. 
by a decrease in the other; and the volume of the currency would thus be m8lllt8llled 
in equilibrium. 
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142. It is also suggested that a bimetallio system would facilitate the resumption of 
specie payments by countriell such as Russia, Austria, &lid Chili, whose ourrency 
largely consists of inconvertible paper based on silver. 

143. In pr~ding paragraphs we have stated the extent to whioh, in the view of its 
supporters, the proposed remedy would counteract or modify the evils of thl> existing 
system . 

Those, on the other hand, who are in favour of maintaining the status qu.o in this 
country, contend that the proposed remedy would itself cause other evils which are 
demonstrably equal to, or greater than, those which have been proved to exist. 

Their objections divide themselves into two classes, (i.) those relating to the 
adoption of the bhnetallic system in principle, (ii.) those which are directed a!,'1LinRt 
one or otlier of the several ratios recommended for adoption. 

144. Under the first head it is asserted-
(a.) That the United Kingdom, and more particularly London, is, and haR been for 

many years, the financial centre of the world. Transactions having no other relation 
with the actual commerce of the country are settled by means of agencies in London, 
which thus derives great pecuniary benefit from this position. 

This supremacy arising, it is maintained, in a great measure from the knowledge that 
a debt payable in London will be discharged in a definite quantity of a certain metal 
which can always be readily obtained there by those entitled to it, would be endangered 
by the adoption of bimetallism with the uncertainty necessarily accompanying any 
system which allows to 8 .debtor a choice of alternatives for the discharge of his 
liabilities. 

On the other hand, it is denied that this supremacy would be endangered by the 
adoption of bimetallism, inasmuch as a sufficient explanation of England's position is 
to be found in t.he confidence imparted by her insular position, her comparative 
immunity from wars and other political troubles, the magnitude of her commerce, 
and the reputation. of her merchants and bankers. 

It is also said that, so long as a debt payable in London could be discharged in 
metal freely coined into money throughout the world, England's position as a financial 
centre could not be injuriously affected . 

~b.) That the actual uncertainty caused in the present by an important monetary 
change would be enhanced by the apprehension of further changes in the future; and 
that there are scarcely any material advantages which would compensate for the evils 
arising from the want of confidence which would thus be engendered. . 

To this it is replied that with the exercise of proper care and II cohviction on 
thelart or the public that the change was well considered and final. no apprehension 
nee be excited; and that in any case the disturbance so caused would be of a 
temporary character. 

(c.) That injustice would necessarily be done to creditors if a debtor were allowed 
to select one of two metals in which to discharge his debts. He would naturally choose 
the metal which happened for the moment to be depreciated, and wuuld therefore gain 
an advantage which could not be contemplated. or allowed for at the time when the 
liability was incurred. England, also, as a creditor country, would suffer specially by 
the change, and other countries would benefit at her expense. 

To this it is replied that a bimetallic system, if adopted internationally, as proposed, 
would preclude the possibility of either metal becoming depreciated relatively to the 
other, except within such very narrow limits as to be practically unimportant. 

,;~~d.!h~et.l (d.) That silver, owing to its greater bulk and weight in relation to its value, 
for currency. has disadvantages as compared with gold, both as a medium of exchange and as a 

means of storing value. . 
. To this it is replied that, nnder the existing systems of the principal commercial 
countries. but a small proportion of payments is made in either gold or silver; and 
that under a bimetallic arrangement transactions would be carried on, ss at present, 
by means of cheques, bank notes, and other substitutes for coin. Gold and silver 
would probably continue to pass current much as they do now, and if there should 
happen to be a large excess of silver coined as compared with gold. notes of smaller 
denominations might .be issued to meet the difficulty. . 

In many countries all debts can at the present moment be discharged in silver or 
gold at the option of the debtor; but no practical inconvenience arises from this fact. 

The opponents of a bimetallic system rejoin that, Q.n .the bypothesis of a serious 
depreciation in the value of one metal. the other might be driven out of circulation 
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altogeth>lr and cease to be available for the purposes for whioh it is now required and . 
used; and they point out that in the oountries where' the debtor may now pay his 
debts in either gold or silver, a oomplete system of bimetallism does not exist, as 
the mints are not freely open to both metals. 

145. Finally, it ill alleged that the arguments on the Rubject of bimetallism being Uncertainty 
founded on various hypothetical premisses which in the present state of our knowledge of the elJecta 

'fi d d' bl f 'fi' hi' d . I ul which will are unven e an mcapa e 0 ven cation, t e conc UBlons an practica res ts must be produced 
also be extremely uncertain; and that this uncertainty is in itself a sufficient reason by the pro
for not making a fundamental chooge in things so delicate and so important as posed 
currency and the stsndard of value. chongo. 

To this it i~ replied that, though the conditions at the present time may not be 
precisely the same, sufficient experience has been acquired by an investigation of the 
working of bimetallism prior to 1873 to justify a conclusion as to the effect which 
would now be produced by the adoption of such a system. . 

It is also said that as changes of some sort appear to be inevitable, it is desirable 
that they should be made deliberately, and that the different nations interested should 
act in concert. 

146. Passing next to the objections. which are connected with the particular ratio Objections 
that might be adopted, it is contended that if the ratio actually existing in the market ~ the &<lop-' 
between the values of the two metals were adopted, or some ratio approximating tio.n?f the 
thereto; most of the evils which are alleged to have been caused by the fall in the :::~:f 
value of silver would be perpetuated, and that in the case of India such a measure ratio; 
might create a serious obstacle to the prosperity of the country owing to the increased Q. 8433. 
burden of its gold debt being made permanent. . 

On the other hand-it is urged that, so far as the general interests of India are 
concerned, the advantages to be gained from stability and the increased certainty 
whioh would attend the financial arrangements of the Government would amply 
oompensate for any evils arising from the oause above indicated. 

. 147. It is further argued that even if the adoption of the existing ratio did not 
produce any permanent effect upon prices, it might, by induoing the belief that it was 
likely to result in an expansion of the ourrency, oause a temporary rise; and that 
if it stimulated the production of silver, unless at the same time it disoouraged the 
produotion of gold, it would tend to raise prices permanently, and so act injuriously 
upon the interests of creditors and consumers. . 

To this it is replied that the settlement of the relations between gold and silver 
ustld as standards of value is of such importance as to justify some sacrifioe being 
incurred, if neoessary, for that purpose. If silver, when freely coined into money 
throughout the world, will so depreciate as to produce injurious consequenoes, it 
will depreciate still more if used only in a limited number of countries, and the 
probable attempts of these oountries to change from the silver to the gold standard 
would aggravate the mischief and give rise to evils of still greater magnitude. 

148. If the ratio of 15t to 1 were adopted, which is thatin force in the Latin Union, and t~ the 
or that of 16 to 1. whioh is the ratio in the United States, it is apprehended that :op~:n o~ 
there would be a flow of silver from the countries which now hold stooks of that eo ratio 
metal, and that the mints of the other countries forming the Bimetallic Union wpuld be 
flooded with it, while the countries possessing silver would benefit at their expense. 

It is however denied that there are any considerable stocks of silver which would 
be available for this purpose, those already in existenoe being used and required for 
purposes of currenoy in the countries in which they now are. 

149. It is urged that if, in consequenoe of defioienoy in the supply of gold, or. of Effect upon 
new demands upon the existing supply oaused by the legislation of other nations, EngI~d as . 
gold has appreoiated and the prices of goods have fallen, England as a country to a cre;:lor 
whioh large gold debts are due 'must be deriving advantage from the ohange, since she ~u~io" 
must receive from other oountries in payment of interest on her gold debts a larger . 
quantity of goods, or money which will buy more goods, than she would otherwise 
have received, and that if under these circumstanoes a change were introduced which 
tended to cause the depreoiation of gold or the raising of gold prices, a serious injury 
would be done to the general interests of the oountry. 

The rejoinder to thi~ argument will be found in § 96 (k.). 
150. Any advantage now gained by some Clas808 in the country owing to the fall of Ri~ of 

prices would also, it is said, be neutralised. Prices would rise, and since, as has been :;~':. would 

• eelas. G 
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already pointed out, ~ages do not retlpond immediately to movements in the ll'vel of 
prices, the wage-earnmg cia_ would suft'er. The proCe88 of adjustment which bBII 

been going on since the fall in prices commenced would begin in the opposite direction 
and all tile friction produced by it would be repeated_ ' 

To this it is replied that wages respond more readily to upward than to downward 
mov.ements in the level of .prices, and that, until a real s~~ility of the Btandllrd is 
attamed, the process of adJustment and the consequent fnction among the difforent 
interests concerned must be going on in one direotlOn or another, and that the advan
tages of a stable standard would amply compensate the country for either the 
temporary friction necessary for the final adjustment, or the permanent losl of thQ 
profit which is said to arise from the debts due to it by foreign nations. 

] 51. The extent to which the adoption of a ratio making silver more valuable BII 

compared with gold than at present would affect prices, is a question which depends 
upon the view taken of the effect of the volume of the currency upon prices and 
the arguments set forth in §§ 58 and 59. ' 

But it is said that, even if those who entertain the view that monetary changes 
have been the most potent factor in producing the fall of prices in recent years be 
mistaken, th~ fact that such a beli~f is entertained by 8 ~ge number of personl! 
would be bkely to foster speculation, and thus produce, if only temporarily, 8 
rise of prices which might attain a high level. 

152. If, and in so fai' as a rise of prices resulted from the restoration of silver to 
its former relation with gold, debtors would benefit at the expense of creditors, and. 
on the assumption that the rise of wages would be slower than the rille of prices, 
the wage-earning classes would suffer most; but it is suggested BS probablo that 
there would not be a long interval between the rise of prices and an upward 
movement in wages. 

InjuBI;"" of It is nrged that it WOUld. be unjust to make a deliberate change in the oonditions 
~~~:e of all existing contracts by a direct act of the Legislature. and so give an advantage 
cJ:'a~ in to one class in the country at the expense of another. 

~~:::~r .153. To this it is replied-
existing (a.) That those who have gained by the changes in the value of the precious mtltalij 
contracts. have gained by accident, and not from causes due to their own foresight or 
Q. 41211-4;4; calculations. 
4164; S3S3. . (b.) That the injury caused by the change would be of a temporary character only, 

while the change would itself produce permanent benefits of much greater extent. 

Effect upon 
India of a 
rise in the 
VAlneof 
Bilver. 
Q. 2063-5. 

(c.) That the right of the State to make alterations in its currency laws cannot 
be disputed. and that all contracts mU!lt be assumed to have been Inaue SlI bjoct to 
this risk . 

. (d.) That if the change is necessary in order to place the currency of the country 
on a satisfactory bBSis, the State ill justified in making it, even though incidentally it 
may have an injurio~ effect upon the interests of some individuals or classes, Bnd 
that BUch disadvantages· are of less moment to the community at large than the 
adoption of a standard of value possessing the maximum of stability. 

154. To revert to the former ratio would also, it is said, have a specially prejuuicial 
effect in the case of India. 

If the effect of bimetallism at that ratio should be to appreciate silver and cause 
silver prices to fall, or if the gold price of Indian produce did not rise to the same 

. extent as the gold value of silver was raised, the Indian producer would for the 
SBme amount of produce receive less silver, whilst he would, subject to the reuuction 
of taxation which would be caused by the advantage gained by the Government 8011 

regards ita gold payments, have to pay the same amount of rent and taxes as he now 
pays. In this way a burden would be thrown on the Indian producer. . 

He would also be deprived of the advantage which the continued fall in exchange 
is alleged to give him in competing with other countries. 

It is also said that, if it be true that the gold price of the commodities produced 
in India has fallen in response to the fall in the gold price of silver, it does no' 
follow that the reverse process can be counted on. Where there is an increa.sint 
production of any commodity and competition for its sale, the process of reducing . 
price· is more easy than that of raising it. It is possible, too, that in competing for 
the sale of produce with Russia, or any other country whose currency depreciates, 

. the Indian producer. might, in order . to secure . a ~_e,. be compelled to take the same 
• 
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~ld price as at present. This would be equivalent to Blower Bilverprioe, and might, 
It is alleged, produce serious results to the trade of the country. 

155. On the other hand it is urged that it is very improbable that the gold price 
would not riBe if the volume of CUlTency in the gold-using countries was increased by 
the restoration of silver to its former relation with regard to gold; and that in BO far 
as prices fell in India, consumers and the wage-earners (so far as they are paid in 
money) could obtain those advantages which are sa.id to have accrued to the 
corresponding class!.'s in England from the fall in gold prices . 

• • 
II. 

156. We will pass next to the questions which have been raised as to the Practica· 
practicability of (a) inaugurating, and (b) maintaining, such an agreement as that bilityof 
which is J.>roposed between the chief commercial nations of the wol'ld. . proposed 

It is saJd on the one hand that France and the United States would be unwilling r;:'~oat 
to agree to an arrangement based on the ratio at present subsisting between the . 
mllrket value of the two metals, on account of the large atnount of silver which is held 
by those countries, and which has been coined at a ratio of 15t to 1 in the case of 
France, and of 16 to 1 in the case of the United States. 

If a ratio greatly differing from this Were adopted, the standard silver coins of those 
countries must either become admittedly token coins, or pass current at a large 
roduction from their nominal value. 

157. On the other hand it is urged that the interest of these countries in 
securing a stable re.tio between the two metals for the future is so great that they 
would probably agree to such an arrangement rather than be left in their present 
position, with the possibility of a still further fall in the gold price of silver. 

It is argued also that tbe \nconvenience in the case of the United States, or of 
France, if the ratio, say of 20 to I, were fixed would not be serious. There is no 
reason why the silver existing in the form of coins at the ratio of 15t or 16 to 1 
should not continue to circulate and be received concurrently with a new coinage 
at the altered ratio. and why people should not continue to receive them as readily 
as they do now. It may be sllid that there would be a danger of the manufacture 
of imitations of the existing coins. But this danger is as great at present, when 
the gold price of silver differs so much from the legal ratio; and as regards the • 
silver certificates which circulate to so larg& an extent in the United States, repre
senting silver at. the ratio of 16 to I, if 25 per cent. of the existing quantity W!lrE! 
converted into a fiduciary issue, which might be done without difficulty or public 
inconvenijlnce, the position of the United States Government would be unaltered. 

158. As an alternative atTangemen~, the adoption of the former ratio of 1St or 16 
to 1 is suggested; and it is contended that if such a ratio were adopted by England, 
the United States; the Latin Union, and Germany, all the other commercial countries 
of the world would join the Union; and that whether they joined or not, the effect 
of such an arrangement would be to m!1-intain that ratio. 

159. The position of India in view of any such combination would, however, it is 
said, be very difficult. On the one hand the amount of her gold lia,bilities JINIkes II 

stable relation between the two metals a matter of the first importance to her; and 
on the other •. any serious rise in the value of silver would, it is said, produce the 
evils already pointed out. 

IGO. As regards the maintenance of the bimetallic arrangement, if once established, P~.ibi!i~y of 
it is asserted that it would be to the interest of all the contracting parties to adhere mwntalDlDg, 
to it, and that there would be no inducement to any Power to secede. The seceding ~r=en 
Power would, it is urged. cause more inconvenience to its own subjects than to anyone upon. 
else, and no sufficient motive for secession can be suggested. 

161. On the other hand it is poiJilted out tliat the action of a nation is 'not always Q. 6787 • 
. regulated by a wise regard for its own interests alone. Its policy is sometimes 
. mistaken. and sometimes actuated by other motives than self-interest. 

The adoption of a gold standard by Germany is cited as an instance of a currency 
change made without any advantage commensurate with its cost. 

To this it. is repliod that -the currency change made by Germany took place at 
.. time when the effects of such a change were unknown and unforesll6n, and, that with 

03 
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the experience gained since 1873 DO /limilar change need be apprehended in the future 
if an understanding between the chief commercial nations were anived at. • 

162. One probable cause for anY.failure of the bimetallic alTBngement would, it 
is said; be found in the necessity for the Buspension of co.sh payments and the iSMue of 
a large amount of inconvertible paper in anyone of the contracting countrielS. 

'L'bjs measure, however, it is said, would not affect th.. 8tability of thll lo~al 
ratio in other countries. The only result of the establishment of an inconvertible 
paper currency in a bimetallic country would be that iUi specie, whether gold or 
silver, or both, might fiow to other countries and increase the circulation of the 
rest of the world. -The principle of the bimetallic Bystem would remain intact, though 
it might cease to be practically operative in that country. 

If a bimetallic arrangement were in force. the effect of Buch a step would. as regards 
the fiow of the precious metals from the country suspending cash ~ayment8, be 
precisely the same on other countries as at present, whilMt its distribution might be 
so altered as to cause leBB disturbance. 

163. In reply, it is contended that though the suspension of cash payments in 
anyone country might not. defeat the operation of the bimetallic arrangement in 
other countries, it would materially restrict the benefits supposed to fiow from that 
system, both by limiting the area within which it would operate, and by pouring into 
other countries the stock of metal, whether gold or silver, prt!viously held by the 
country suspending cash payments. . 

164. It is further urged that there is a growing tendency among all commercial 
nations in favour of the use of gold rather than /lilver for currency purposes, and 
that the fear of holding too much ·of the less popular metal in their reserves would 
induce Governments and bankers to seek to get rid of it and increase their store 
of gold. A struggle for the possession of gold might thus be brought about, which 
would prove a severe strain upon the bimetallic arrangement. . 

This motive, again, would be intansifitld by a sense of the precarious nature of 
the arrangement, by apprehensions that other nations would depart from it, and by 
a desire on the part of each nation to protect itself, as far as possible, from thtl 
mischievous consequences which would result from such departure, if it were left with 
a large stock of the less esteemed metal 

Further, if it should prove that, for any of the reasons mentioned above, any of 
• the nations should not adhere to the arrangement, the position of England. if she 

adhered to it, would be seriously compromised. The whole· arrangement dependR 
upon leaving free scope to commercial motives; and in this respect England is less 
likely to interfere than foraign Governments with the free commercial distribution 
of the precious metals. 

Conse
qlle1lO1!B of 
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165. In reply, it is asserted that the sentiment in favour of a gold standard is based 
merely on the convenience of that metal as a circulating medium for certain purposes; 
that the tendency of the more advanced nations is towards the use of paper or other 
substitutes for coin; that /10 long as the different nations maintained the unlimited 
coinage and fulllegaJ. tender of silver, the hoarding of gold would be found unprofitable 
and perhaps impossible; and that if the legal ratio fixed approximated to the market 
ratio, and the arrangement were for an indefinite and not a fixed period, there would 
be much less ground for any of these apprehensions. 

TIr. 
166. In addition to the arguments stated above, the advocates of bimetallism urge 

in support of their proposala that far greater difficulties will arise if the hope of 
establishing a stable ratio between silver and gold is finally abandoned. 

It is asserted-
(a.) That even if the countries of the world were divided permanently into gold

using and silver-using nations there would be continual fluctuations in the relative 
vaJ.ue of the two standards, with the evils which neceBBarily fiow from such a state 
of things, and that as this state of things never prevailed in the past before 1873, 
it is probable that it might give rise to unsatisfactory results, beyond those of which 
we hl",e experience. 

(b.) That it is impossible to devise any satisfactory principle on which the permanent 
division of the countries of the' world into gold-usinS !lnd silver-using nations could 

• 
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,be based, and that, if such a principle could be devised. it would not be found possible 
to apply it in practice. 

(c.) That no settlement of the relations between gold and silver money, of a sati~
factory nature and affording a prospect of permanence. is probable or possible without 
the acceptance of the principle of the unlimited coinage and full legal tender of both 
gold and silver at a fixed ratIO. ' 

(d.) That in the absence of such a settlement every nation using either gold 
or silver as its standard will remain liable to disturbances of its standard of value 
from time to time, which might haVQ very serious consequences. 

(6,) That the existing situation presents no elements of finality and no reasonable 
ground for anticipating any definitive solution of the difficulties with which it is now 
surrounded. On the contrary a further fall in the gold price of silver. to even half 
the extent of that which has taken place since 1873. would dangerously affect the 
financial position of the G6vernment of India; would still further disorganise our 
commercial relations with that and other silver-using countries; and would materially 
aggravate the depression which has affected so many branches of trade and imlustry. 

FURTHER REMEDIES. 

167. The system of currency which we have dealt with in §§ 116-166 is that Remedie. 
which is usually known under the name of bimetallism. We have examined it at ~~e~~an 
length, partly on account of the weight of authority by which it is supported, and Ime .m~ 
partly because, if the serious nature of the evils described in §§ 69-113 be admitted, 
no other proposal which has been submitted to us appears to apply so compl!3t.e and 
practical a remedy. 

Two schemes have indeed been suggested for attaining the end in view. . 
Aocording to one proposal the standard coin would be composed of both metals Anamolgam' 

in certain specified proportions. This could be effected either by fusing the two coin. . • 
metals and forming an amalgam coin, or by the insertion of a small disc of gold in 
the centre of a silver coin. 

The pl'actical diffioulties in the way of both the manufacture aud the use of such 
a coin. appeared to UB so great that we did not subject either form of the proposal 

,to a minute examination . 
• 

168. A plan presenting fewer difficulties has been submitted to us by Professor Paper h,ased 
Marshall. His suggestion is that the currency should consist of paper issued against ~pon,:·hnke.r 
deposits of the two metals in certain defined proportions. Any person bringing to' a .... 
the Issue Department the required quantity of gold and silver bars would receive 
the equivalent in currency. 

The prinoipal advantage claimed for this plan is that the currency would be really 
bimetallic, that is to say, it would necessarily always consist of the two metals in 
the prescribed proportions, and not of that one alone which happened to be for 
the moment most easily prooured. ' ' 

Its effect upon the production of the two metals would, it is Bllid. also be beneficial, 
as it would enoourage the production of the metal which was being produced at 
the greatest cost, inst.ead of the reverse, which would be the case under what is 
ordinarily known as bimetallism. . 

On the other hand, if the supply of one met~ was materially reduced, a contraction 
of the currency would not be avoided; and to ensure t.he effective operation of the 
scheme it would be necessary that all the important silver-using 'countries, and 
espeoially India, should be included in the arrangement. 

To this proposal also we have not thought it necessary to give a prolonged 
consideration. Any scheme which involves 80 great an alteration in our system of 
currency would be so opposed to the traditions and prejudices of the people of this 
country. that.we think some considorable period of time must elapse before it will 
have gained that amount of support among the public which will entitle it to be 
oonsidered as a practicable proposs!. 

169. A third suggestion is that the system now in force in the Latin Union, the MaintenanCE. 
United States, a~d Holland! namely. the maintenance of both metals ~ ~egal ~nder ~f~:on . 
to auy amount With free comage for gold alone, and a large, though hmlted, com age bolteo"," . 
of silver, should be extended to all oountries. ' 

From the experience of those couutries, it is urged that a considerable amount, of 
silver can be kept in circulation side by side with gold at a rate greatly exceedmg 

. , ,G 3 . 
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iiB market value; and it is contended that if their practice were generally carriE>d out, 
a great additional demand for silver would be crea~d. and its llBe would be 80 
extllnded as to keep its value relatively to gold at a more uniform level. 

170. We !Day here refer to certain proposals of a somewhat siInilar character whioh 
arose out of the proceedings of the International Conference on the monetary question 
held at Paris 1881. 

It was then suggested that the fall in the value of silver !Jlight be alleviated if the 
Bank of England would undertake to make use of the power whioh it po88e8Bll8 under 
the provisions of 7 & 8 Viet. cap. 32. of holding on&-fifth of its bullion reserve in 
silver; suoh au undertaking being coupled with a pledge that the Governments of 
the United States and of the oountries forming the Latin Union would re-open their 
mints to the free coinage of silver. 

The Directors of the Bank having been oonsulted on this proposal pointed out in 
reply that they were compelled by law to pay all their notes in gold. and that they 
could not therefore take any step which was likely to infringe this principle; but 
that if the minta of other oountries returned to suoh rules as would ensure the certainty 
of conversion of gold into silver and silver into gold, they saw no reason why tbey 
should not exercise the disoretion entrusted to them of holding a portion of their 
reserve in silver, without interfering with the obligation imposed on them by laW' of 
receiving gold in exchange for notes and paying notes in gold on demand. 

17l. In the early part of 1882 a further suggestion was made by the Italian Govern
ment that, failing a bimetallic arrangement, an international agreement might be 
arrived at on some such basis as the following :-

The States of the Latin Union to undertake for a fixed period, say five years. to 
coin silver annually to the amount of at least half a frano per head of population: 

The United States of Amerioa. to ooin at least 3,000,000 silver dolla.1'I! a month 
during the same period: 

The Government of India to maintain the unrestricted coinage of silver: 
The Government of the United Kingdom to raise the legal tender limit or IIilver 

from ·lOs. to 20l.; to coin a minimum amount of 500,0001. in silver annually; 
and the Bank of England to hold one-fifth of its reserve in silver: 

The Government of Germany to undertake not to sell any sitver for five yeal'l!, ond 
to substitute silver ooinsf.or the gold five-mark pieoes and some of the smaller 
denominations of notes. 

No definite answer appears to have been given to these proposals, and up to the 
present date they have not been acted upon. 

172. A further suggestion for promoting the more extended use of silver. as well 
as economising gold, is that the half-sovereigns oiroulating in this oountry should be 
called in and notes to the value of lOs. and 208. ea.oh should be iSBued against silver 
in place of them. 

173. Complaints are also ma.de that the use of silver for industrial pUrp08CS is 
much restricted owing to the duty of h. 6d. per oz. which is levied on silyer plate 
manufactured in this country or imported from abroa.d. 

The duty is said to bear with special severity upon those branohes of Indian 
industry which are engaged in the manufa.oture of silver plate or ornaments. 

Not only does the duty (which noW' amounts to llpwards of 40 per cent. on the 
value of the raw material) restriot the demand for manufactured silver, but, owing 
to the Hall-mark regulations, only silver of the authorised standard oan be introduced 
into this oountry for purposes of trade, the importation of lower gra.des being prohibited 
exoept for private use: and the rupee standll.l'd in India is slightly below the standard 
reqUired by the Hall-mll.l'k regulations in this oountry, its millesimal. fineness being 
916, as against 925. 

The repeal of the duty has been repeatedly urged by the Government of India in the 
interests of those engaged in the industry in that country; and the amount of revenue 
which is noW' raiRed from it (between 50,0001. and 60,000/. per aunum) is so small that 
it could be surrendered without creating any seriou8 disturbance of the financisl 
equilibrium. • 

The main difficulty which is understood to smnd in the way of the repeal of the 
duty is the question of the drawback to be granted on the plate now in the manu
faoturers' hands whioh has already paid the duty; but tat concession of the drawback 



might be limited to a moderate period, say three years, and this difficulty ought 
not to be an insuperable obstacle in the way ofa desirable reform. 

174. One common object of all the proposals above described is to meet the 
difficulties and inconveniences of the existing situation by promoting the more 
extended use of silver. 

Sugge.stions have also .been made for av?i~ing: the existing pressure upon the stock 
of gold In the world by still further economlsmg Its use. 

The most practical proposal from this point of view is that for the introduction Extension 0 

,of a fiduciary issue of ll. notes in IDs country." ~d.ciary 
Such 8 measure would, it is said, set free a sum estimated at from 8,000,0001. lss~e of 

to 20,000,0001. sterling, which would be available to meet the large demand fol' gold no s. 
in America and elsewhere. 

Any result, however, which oould be produced by the release of this amount of 
gold would be very transitory in its effects, even if it be assumed that it would have 
Bny influence upon the level of prices or the commercial interests of the world. 

Considering the many seriouB questions with regard to our financial policy, and 
otbermatters not immediately connected with our inquiry, which would be raised by 
such a lDeasure, and the very slight effect it might have upon the relative value of 
the precious metals, we have not thought it necessary to give a prolonged consideration 
to the proposal or to pronounce a decided opinion upon it. 

175. It has further been suggested that the difficulties of the Government of India, Adoption 
so far 8S they arise from the difference between the standard of valne in that country of a gold. ' 
and the United Kingdom, might be removed 01' modified by the adoption of a gold i!:'rard In 
standard in India, while ret~ining the existing silver currency. The first step towards la. 
such a measure would be to raise, by artificial means, the gold value of the rupee to 
any point which might be decided on, either by stopping the free coinage of silver in 
India, or by imposing such a seigniorage as woUld raise the cost of a silver rupee to its 
gold value; while at the same time British or Indian gold coin would be made legal 
tender for all payments,to the Government concurrently with the rupee at the fixed 
rate. 

176. A proposal of this character was submitted by the Government of India to the 
Home Government in 1878, and was referred for oonsideration to II Departmental 
Committee, who reported that they could not recommend the proposal for adoption. 

The principal objeotions which are urged against it are-
(a.) That by en30tin~ a gold stl\Jldard without a, gold currenoy it would be practically 

t>quivalent to the establIshment of an inconvertible token cnrrency. 
, This (iiflicllity it is said wonid only be of impo~cB if gold was required for export; 

a.nll tho flow of the standard metals is at present, and is likely to remain in the direction 
of J ndia. For internal use the existing rupee cm:renoy W9Uld be sufficient. 

(b.) That the closing of the only mint now open to the free coinage of silver might 
have so serious an effect upon the market value of the metal that it would be 
impossible to maintain the rats of exchange fixed upon. , 

(c.) That it woUld not meet the real difficulty of. the present situation in India, 
which is that, owing to the fall in all gold prices, a larger amount of produce has to 
be exported in payment of gold debts ; and that consequently. any apparent gain 
to the Government of India would be balanced by a corresponding loss, to the people 
of that country. ' 

(d.) The danger of illicit eoinage, which would be greatly inoreased if, the exchange 
value of the rupee were raised muoh above its intrinsio value. . 

To this it il repliad that the danger, such as it is, already exists not only in England, 
but on the Continent; but it is not believed that any serious amount of illicit coinage 
takes place. 

177. Anot,her proposal of a similar oharaoter is to make gold legal tender in India 
at a rate to be fixed 'by the Government from time to time. Suoh a measure would, 
it is urged, bring into use for currency purposes the 'large hoards of gold which 
are known to exist in the country; ana the ratio, which would at first be fixed 
according to the market value of the two metals, would gradually tend to approximate 
to that which subsisted before t,h ... "'('Put div('r~ence. 
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CoNCLUSIONS AS TO TBB CAUSIS or TBB DIVlIROENCB IN TBB RBLATIVI VALUB or TUI 
PRECIOUS MBTALB. 

178. We will' now proceed to state the conclusions to which we have been led by a 
consideration of the several arguments set forth in the previous pages. 

179. We have pointed out that the phenomena with which we had to deal were 
(a) extensive fluctuations, and (b) a considerable fall in the gold price of silver, which 
have manifested themselves since 1873. 

For forty years preceding that date there was a difference of only 2td. between 
the highest a!ld lowest annual average price of bar silver in London. Between 1873 and 
1887 the difference was l4id. 

Not only have the variations in price covered this greatly extended range during the 
later period as compared with the former, but the lI.uctuations from time to time in 
the course of a month, or even of a few days, have been much greater. 

180. The first point which naturaJly invites attention as an explanation of the jaU 
in the gold price of silver in recent years is the large increase in the prolluction of 
silver, coincident with some diminution in the production of gold. 

The annual average production of the former metal, according to Dr. Soetbeer's 
estimate, has increased from 1,339,085 kilogrammes, valued at ll,984,SOOI., in the five 
years 1866-70 to 1,969,425 kilogramroes, valued at 17,232,4501., in the five years 
1871-75, and to 2,861,709 kilogrammes, valued at 21,438,0001., in the five years 1881-85; 
thus showing an increase between the first and last periods mentioned of upwards 
of 100 per cent. in quantity and nearly 80 per cent. in value. 

On the other hand, according to the same authority, the annual production of gold, 
which averaged 195,026 kilogrammes, equivalent to 27,206,9001., from 1866 to 1870, 
fell off to 173,904 kilogrammes, or 24,260,3001., from 1871 to 1875, and to 141:1,137 
kilogrammes, or 20,804,900Z., between 1881 and 1885, a diminution of nearly 25 per 
cent. 

181. In addition to changes in the relative production of the two metals during 
the last 15 years, there appears to be ground for the allegation that there has been 
during that period both inoreased use of gold and diminished use of silver for currency, 
resulting from changes wMch were made in the currency systems of various countriua 
immediately before, or during, that period. 

182. The amount of gold actually coined in Germany since 1871 has been upwards 
of 98,OOO,OOOl., of which about 80,000,0001. is said to represent the new demand. 
But a considerable proportion of this new demand appears to hll-ve been satisfied prior 
to or in 1872 and 1873, as the German coinage in those two yes1"s amounted to 
50,ooo,OOOl.; and there Beems reBilon to believe that Bome portion' of this gold was 
taken from hoards of that metal in-France which werll not previously in circulation. 

It is also to be observed tha~ while in the years 1866-70 the United States retained 
on an average 2,533,oool. a year out of their own home production, in the period from 
1871 to 1875 they exported nearly 1,500,0001. in excess of the quantity produced in the 
country in those years. 

The force of the United States demand did not begin to make itself felt until the 
middle of the year 1877; but since that date the use of gold in that country has 
increased very largely, the value of the metal absorbed during the ten years 1876-85, 
having been 112,589,6001., as against 11,196,oool. in the 10 years immediately 
preceding. . 

There has also been a certain demand, though of a les8 important character, owing 
to the requirements of Italy, Holland, and the three Scandinavian ,countries. 

On the whole there can be very little doubt that there has been a considerable 
increase in recent years in the use of gold for purposes of currency . 

• 
183. Turning next to silver, it is very diJEcult to estimate the extent to which the 

use of this metal has diminished in: Europe and America owing to currency changes. 
No doubt the adoption of a gold standard in Germauy diminished the demand 

for silver in that country; but on the other hand there has been 8 very large coinage 
of silver in the United States during the last. 10 years, amounting to upwards of 
300,000,000 dollars, while in the 10 years preceding 1873, the cprrency in that country 
was paper and but very little silver was coined. -

....... 
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When all the facts are taken into account it seems doubtful whether there has been· 
on the whole any great diminution in the use of silver for currency purposes. 

184. 'I.'he silver placed on the market by Germany since 1873 is another element 
which must be tsken into account. The amount actually sold aDd thus added to the 
supply available for the use of the world was not very large, but the mere fact of 
the sale and demonetisation even of the amount in question would probably tend to 
discredit silver, and produce an effect upon the market disproportionate to the 
amount which was actually sold, if the latter were regarded merely as an addition to 
the supply. The sales of the Gemmn silver, however, practically ceased in 1878 or 
1879, and this inlluence has therefore probably ceased to operate directly since. that 
date, thou~h apprehensions of further supplies being thrown upon the market may 
have exercised a depressing effect. 

185. It cannot be doubted that in the circumKtances to which we have called attention, 
as marking the period sinoe 1873, we see causes at work whioh would tend to render 
silver less valuable as compared with gold, and so to diminish its gold price. But it 
is very difficult to measure the force of this tendency, especially when ':Ve regard not 
merely the changes in the relative production and use of the two metals, but the ratio 
which the increased production of silver on the one hand, or the diminished production 
of gold on the other, bears to the existing stock of those metals respectively. 

186. It must be borne in mind that in the case of other commodities the effect of Precious 
changes in the supply and demand is both more marked and more immediate. ::;.tal"du;t 
'L'he8e commodities are generally produced for the purpose of consumption at an ch:~ i~ 
early uate or within a comparatively short period. The supply at any time available supply and 
for the market, or capable of being lliaced on it at short notice, is therefore a very demand in 
importsnt elemallt in the process by which its value is fixed. the same II 

The p'recious metals on the othllr hand are but to a slight extent consumed, and :'~m~.liti~~r 
the available supply consists of the acoumulations of previous years. . 

It follows, therefore, that in their case a diminution or an increase in the new 
supply is of less importance than in the case of consumable articles, and that an 
increase or diminution in demand has also a smaller effect. The important considera
tion with regard to them at anyone moment is rather the relation between the total 
stock then in existence and the then existing demands upon it. 

187. When we examine the marked contrast which the period prior to 1873 presents ReasOUB for 
to later periods, and the extensive changes in the rela.tive production of the two thinking.that 
metals wbich took place during the earlier period, it seems impossible to conclude tha.t chanr .. ID 

the circumstances oonneoted with the supply sufficiently account for the altered condi. :~JlCi= 
tions in the rela.tive value of silver and gold since that date. to a.count 

In the 40 years between 1833 and 1873, which include the perioq of the great gold for div~r
discoveries, and the consequent increase in the availa.ble supply of that metal, but :~:::; g Id 
little change in the gold price of silver can be observed. and oilver.

o 

In the 10 years from 1831 to 1840, the proportion which the value of the silver pro
duoed bore to that of the gold was as 1'86 to 1. In the five years from 1851 to 1855, 
the proportion had fallen to '288 to 1. Yet the market value of silver only varied 
between 15'75 to 1 in the former period; and 15'41 to 1 in the latter. 

On the other hand, if we compare the five years 1871 to 1875 with Ute five years 
1876 to 1880, we find that the proportion borne by the production of silver to that of 
gold was '710 to 1 in the first period, and '794 to 1 in the latter. But this change, 
almost insignificmt when compared with those to which we have called attention 
above, coinoided with a fall in the market value from 15'97 to 1 to 17'81 to 1. 

188. Examining the figures a little more closely, and taking the sta.tistics of produc
tion for each year which were laid before the Select Committee of the House of 
Commons on the Depreciation of Silver by Sir Heotor Hay in 1876, we find that from 
1861 to 1872 the annual production of gold had been diminishing from 22,760,0001. to 
19,910,0001., while that of silver had increased from 8,540,0001. to 13,050,0001., and 
that this important change took place without any great variation in the gold price 
of silver. Ths average price of bar silver in the former year was 60fid. and in the 
latter 6~\d. 

It is true that since 1872 the changes in the demand for the two metals have 
taken place which we have dwelt npon above; . but an increase or diminution of 
demand would not be likel, by itself to have a greater effect upon the relative value 
of the two metals than an lUCrea8e or diminution of supply to the same extent. 

A $6180. H 
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189 •. Looking, then, to ·the ya&t changee which ooourred priol' to 1873 in the 
relative production of the two metals without any corresponding disturbance in their 
market value, it appears to us difficult to resist the conolusion that some influence 
was then at work tending to steady the prios of silver, and to keep the ratio whioh 
it bore to gold approximately stable. 

190. There is another fact, to which we have already drawn attention, pointing 
deoidedly in the same direction. Prior to 1873 the fluctuations in the prios of silver 
were gra~ual in their. oharacter, and ~nged within ver., narrow limits. 

Thus In the year 1872 the margm between the hIghest and lowest quotations in 
each month was 118 under :-

January 
February 
Maroh 
April 

d. 
t per oz. 

ts :: .. 
May T11f ., 
June· 
Julv 
August • 
September • 
October 
November 
December 

• ! " 
y " 
:;r .. 

t .. 
t " 
! " 
.. " 

While in the year 1886 the corresponding figures are as follows :-
d. 

January 1\ per oz. 
February - • -/<1 .. 
March • 1\ " 
April H " 
May - •. It .. 
June II. .. 
July - 2itr l' 
August . * " September • 2i .. 
OctolJer • Ii 
November • It 

.. 
" December - •• Ii .. 

It will be observed that the maximum variation in the former year was ttl., and the 
average not quite' {>gd., while in the latter year the maximum was 2/11'd., and the 
average nearly lid. It has not been, and indeed hardly could be, suggested that thiN 
difference can be accounted for by changes in the relative production or actual use of 
the two metals. 

191. 'I.'he explanation nommonly offered of these constant variations in the silver 
market is that theriae or depression of the price of silver depends upon the briskneB8 
or slackness of the demand for tne purpose of remittance to silver-using countl'ies, and 
that the price is largely affected by the amount of the bills sold from time to time by 
the Secretary of State for India in Council. 

But these causes were, as far as can be seen, operating prior to 1873, 118 well all 
subsequent to that date, and yet the si,iver market did not display the sensitiveness to 
these influences from day to day and month to month which it now does. 

Effect of the 192. These considerations seem to suggest the exilltence of some steadying influence 
etl~ncetal°l~ in former periods, which has now been removed, and which has left the silver market 

",hIm. Ie b' h f infl. 4' f h' h . I k . law in the su Ject to t e ree uence of causes, the full euect 0 w lC was pl'eVlous y ept In 

I.atin U nian. cheek. 
The question therefore forces itself upon U8 :-Is tlKlre any other circumstance 

calculated to affect the relation of silver to gold which distinguishes the later period 
from the earlier! 

Now undoubtedly, the date 'which forms the dividing lint} between an epoch of 
approximate fixity in the relative value of gold and silver and one of marked instability, 
is the year when the bimetallic system which had previously been in force in the Latin 
Union ceased to be in full operation; and we Bre irresiltiflly led to the conclusion that 
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the operation of that system, established as it was in countries the population lind 
commerce of which were considerable, exerted", material influence upon the relative 
value of the two metals. 

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

, When once the conclusion is arrived at that this was the case, the circumstances 011 

which we have dwelt as characterising the period since 1873 appear amply sufficient to 
account for the fall in the price of sil;rer, tending as they all do in that directioJ:l; anu 
the fact that on any particular day the supply of silver and of Council bills may be large 
while the need for remittances iii small, and vice vB1"sa, would explain the constant 
fluctuations in the price of silver which have manifested themselves in recent years. 

193. Nor dces it appear to us a p'I'iori unreasonable to, suppose that the existence in 
the Latin Union of a bunetallic system with a ratio of 15t ro 1 fixed between the two 
metals should have been capable of keeping the market price of silver steady at 
approximately that ratio. 

The view that it could only affect the market price to the extent to which there waH 
a demand for it for currency purposes in the Latin Union, or to whi~h it was actually 
taken to the mints of those countries is, we think, fallacious. 

'fhe fact that the owner of silver could, in the Just resort, take it to those mints and 
ha.ve it oonverted into coin which would pUrchase commodities at the ratio of 15t of 
silver to ODe I)f gold, would, in our opinion, be likely to affect the price of silver in the 
mlll"ket generally, whoever the purchaser and for whatever country it was destined. It 
would enable the selleI' to stand out for a price approximating to the legal ratio and 
would tt>nd to keep the mlll"ket steady at about that point. 

194. It has been urged that during the earlier of the two periods which we have been 
contrasting, the conditions which existed from time to time were favourable to the 
maintenance of the legal ratio; that the great influx of gold towards the middle of 
this oentury found France with a llll"ge stock of silver, and that this silyer, owing to 
exceptional circumstances, had a ready outlet to India. 

But we do not think this affords an adeq,uate solution of the problem without taking 
into account the existence of the bimetallic system. It may be true that the circum
~tances referred to were conditions which helped to make the bimetallic system 
operative. But, as we have observed before, circumstances and conditions of a like 
nature have been more or less operative both before and since 1873, and yet the effect 
on the relative value of the two metals has been very different. 

195. It is said that the altered circumstances since 1873 would have rendered it Question 
impossible to maintain silver at the former ratio, even if the Latin Union had not w:hetber, tbe 
abandoned the free mintage of silver, and that sooner or later the bimetallic system bll:tallic 1<1 
must have broken down and its steadying influence have ceased. i!..ve r;:.:u 

To estimllote the force of causes without adequate experience of their effecta in the maintained 
past is a matter of extreme difficulty. But even if it were true that the Latin Union since IH73, 
would not have been able down to the present time to preserve silver from falling below 
the legal ratio. this does not prove that tbe views which we have propounded as to the 
causes of the former stability of the gold price of silver and of its present unstable 
condition, are incorreot. 

Whether silver would ultimately have fallen to its present price, and whether the 
Latin Union could now, by reversing ite action and re-opening ita mints, restore trilver 
to its former gold value, and re-establish the former condition of stability, are questions 
very material 'to another part of the case, but the determination of which is not 
essential to the plll"tioular point with which we are now dealing. 

196. It is also said that such effect as the bimetallic system has had in keeping the 
relative value of gold and silver steady was due to the accidental circumstance that. at 
the time of the gold discoveries, Franoe was saturated with the appreciating metal 
silver; and that if the discoveries had been of silver and not of gold, France, having no 
gold to pm with, could not have kept down the silver price of gold or have kept up 
the gold price of silver. To this our answer is that we are for the moment concerned 
with what has actually happened, and that for our present purpose we need not 
consider what might have happened had the oiroumstanoes been different. 

11 2 
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Imergeuoo 1!l7. It has been suggested that the fall in th~ price of silver is to be RCCOunted for 
in value of eXlllusively by the appreciation of gold' in. ~latJon to all commodities, arising from 

, gold and increased demand for that metal, or, 88 It 18 put by some advocates of the view . :ver cao:J owing to a contraction of the currency which has cauBlld all prices to fall. 
for ";',::'pre- We shall have to discuss hereafter the q.ue8ti~n8 of the 8uggested appreciation of gold 
eiation uf and contraction of the currency; but dealing WIth them now only as an explanation of 
gold. the fall and fluctuations in the gold price of silver, we have no hesi tation in saying 

that in our opinion, they cannet be regarded a8 of themselvd adequate to account for 
the phenomena we have witn~8sed. .. . . 

If gold be n~w a.pp.reclated, In relatlO~ to commo~ltle8 generall.y, owing to 
diminished prod~ctlOn, It IS equally clea~ that ~t was deprecated In relatIOn to com
modities at the. tIme o! the large gol.d dl8~ovenes of 30 or 40 years ago; ~n.d yet the 
gold price of silver dId not then nse With that of many other commodItIes. Why 
then, even assuming the appreciation of gold in relation. t? commodities generally, 
should the reverse process take place now, unle88 some condItIOn existed then which i8 
absE'nt now 1 

H the active maintenance of the legal ratio ill the Latin Union had the effect which 
WI! are disposed to attribute to it, the difference between the two epochs would. even on 
the assumption with which we are !lOW dealing, be accounted for. 

Summ .... yof 198. To sum up our conclusions on this Eart of the case, we are of opinion that the 
conclusIons. true explanation of the phenomena which we are directed to investigate. is to he found 

in a combination of causes and cannot he attributed to anyone cause alone. The 
action of the Latin Union in 1873 broke the link between silver and gold which had 
kept the price of the former, as measured by the latter. constant at about the legal 
ratio; and when this link )Vas broken, the silver market Was open to the influence of 
all the factors which go to affect the price of a commodity. These factora happen 
since 1873 to have operated in the direction of a fall in the gold price of that metal. 
and the frequent fluctuations in its value are accounted for by the fact that ~h" market 
has become fully sensitive to the other influences to which we have callell attention 
above. ' 

191.1. Down to this point we have been ahle to maintain an agreement among 
ourselves as to the terms of our Report j but in considering our conclusions on the 
question to what extent the fall in the gold price of silvar has taken the form of 
an appreciation of gold or a depreciation of silver, as well as on the remaining 
questions submitted to us, such a divergen('e of opinion manifested itself that we have 
found ourselves under the necessity of stating our opinions in the separate documents 
which follow. 

Before, however, we pass from our statement of the conclusions upon which we are 
agreed, we desire to expre86 the sense which we all entertain of the high value of the 
services rendered to the Commission hy the secretary, Mr. G. H. Murray. His zeal 
and ability have greatly assisted us in our labours. 

All which we humbly 8ubmit for Your Majusty's gracious consideration. 

(Signed) 

Oro. H. MUImA'f, Secretary. 
October 18S8. 
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PART II. 

1. The question whether the change in the relative value'of gold and silver is due 
ra.ther to appreciation of gold or depreciation of silver is so much involved in the 
consideration of the fall of prices, which is said to be connected with that cha&ged 
relation and with the circumstances which have led to it, that in order to avoid 
repetition we have thought it convehtent to defer the discussion of this question to a 

'later part of the report. Our conclusions, with, regard to it will be found below iii 
§§ 47 and 71. 

CONCLUSIONS AS TO THE EVILS SAlD TO HAVE RESULTED PROM THE CHANGES IN THE 
RELATIVE V ALUili OP THB PRECIOUS METALS. 

2. W 0 will now proceed to consider the evils whioh are said, to have resulted 
from the recent changes in the relative value of the two metals: 

We have already drawn attention to the fact that the phenomena observable have 
been, that constant fluctuations in the relative value of gold and silver have taken the 
place of approximate fixity, and that there has been on the whole a oonsiderable fall 
in the gold price of silver. 

3. It is alleged that both the fluctuations and the fall have been followed by serious 
and embarrassing consequences. 

In dealing with this part of the case we shall, as far as possible, treat separately 
the evils which are traced to the flnctuating ·character of the relation between the 
two metals and those which are alleged to have their origin in the faU in the gold price 
of silver, or in circumstances whioh have affected or are affecting the two metals and 
their rel.&tion to one another. It is not easy, and indeed not always possible, to preserve 
this distinotion; as the consequences alleged to flow from these causes touch at so 
many points and are so closely oonnected. 

I. EVILS RESULTING PROM FLUCTUATIONS. 

4. We will consider first the eWects of the change from a fixed to a fluctuating 
"elation between the two precious metals ; for we are here, on less debateable ground, 
and the views presented to us differ rather in their estimate of the extent and 
importance of the effeots produoed, than as to the existenoe of the effects. 

5. The most obvious of these is the inconvenienoe whioh arises in the exohange Difficulties 
between gOld-nsing and silver-nsing countries. . b~:""')'d 

This is no doubt reduced to a minimum by the action of exchange banks and and ail:"~o 
telegraphic transfers. Where the currents of trade in opposite directions between the using oouo

tW() oountries are more or less constant and uniform, the risk to the exchange banks tries. 
in undertaking these transactions is but small, however frequent the fluctuations. '.Pley E;<:t::, 
are therefore able and willing to undertake them without any very bnrdensome cost ::: bet 0)' 

to the trader. avoided. 
Where, however, the oounter ourrents of trade are les8 oonstant, as ill said to be the 

C6ij8 between this country and China, the burden imposed on commerce is no doubt at 
times somewhat greater. 

6. It must be borne in mind that the fluctuations in exchange, even in a single 
day, have of late years often been considerable, and inasmuoh as it is not always 
possible to olose the transaction on both sides, and make the settlement of the exchange 
simultaneously, some risk to the merchant is at times inevitable. 

Besides this it is said that the exohange diffioulty tends to limit trade, and to restriot 
it to those oases in which a oontract of sale and purchase can be made in the two 
oountries at the same time. \ 

It has been stated that in the trade between Chili and England, there has been a 
tendency. owing to exohange difficulties, to diminish trading upon credit, and to 
Bubstitute oash transactions, and that this has the effeet of contraoting the commerce 
between the countries within narrower limits than would otherwise be the case. 

Chili has a depreciated paper currenoy, but the fact is used as an illustration of the 
oommercial disadvantages arising generally from fluctuations in exohange between 
gold·ll~ing countries and those possessing a currency which is depreciating in relation 
to that metal. 

HI 
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7. It must also be remembered that there are certain risks whioh arise from. 01', are 
aggravated by. the fluctuations of exchange. and against whioh a merohant oannot 
practioally protect himself by any of the expedients to which we have referred. 

Obstacles, for example, sometimes arise to prevent a contract being carried out at the 
appointed timb; and there are cases in which this would be of comparatively little 
moment if the exchange were stable, but in which the merchant may be subjected to 
a serious los8 if, with a heavy fall of exchange in the meantime. the purohaser is 

. enabled to refuse to receive the goods.' 

8. Some witneeaes representing the trade of Lancashire have deposed that whon a 
heavy fall in the exchange takes place the trade in cotton gcods is eometimes brought 
for a short time almost to a standstill . 

Statistics do not appear to aft'ord evidence in support of the view that trado 
between this country and India has been diminished from this cauSE!. 

The exports to India have increased at a greater rste than those to gold-using 
countries. This statement is, however, open to the criticism that this expansion of traue 
is partly due to obvious caueee. sucb as 'the development of railways and the removal 
of import duties in India, and the operation of protective tariffs in certain foreign 
countries, and that it would have been greater still if theexohange had remained steady. 

It must further be admitted that there has not been a similar expansion of tho 
exports from this country to China. • 

It must be borne in mind, however, that this is to some extent accounted for by tbe 
growing competition of Indian exports of cotton goods to China, and of Indian with 
Chinese tea in the English markets, which would both tend to diminish the export of 
goods from this country to China. And it must be noted that there has been of late 
a large increase in our exports of cotton goods to that country. 

9. However much opinions may dift'er as to the extent of' the evil arising from the 
increased difficulty which a fluctuating exchange interposes. we do not think its reality 
is open to question. 

We are not ourselves disposed to regard it as having hitherto limited or burdened t.o 
any very serious extent the commerce between this country and those having a silver 
standard. Nevertheless everything which hampers complete freedom of commercial 
intercourse between two countries, or which imposes on it any additional burden, is 
undoubtedly an evil to be avoided or removed if possible. 

10. H, therefore, a remedy could be devised to accomplish this end, without 
involving the risk of other disadvanta.ges, there cannot be two opinions that it wonld 
be worth while to apply such a remedy. 

Whether it is serious enough, taken by itself, to render it advisable to appl, any 
remedy from which some risk is inseparable must depend on the nature of the partIcular 
remedy, and our estimate of the severity of the risks it would pntail, as compared 
with the gravity of the existing evil. Our views upon this point will appear when 
we come to discuss the expediency of adopting the remedies which have been suggested. 

11. Two other evils of a general character are also attributed to fluctuations in the gold 
value of silver, though, as regards one of th"lse, the prejudicial effects are said to have 
aft'ected gold-using countries more particularly. 

It is alleged that an unstable exchange between gold and silver has render! to 
foster trade between countries having the same standard to the prejudice cf those 
having a dift'erent standard. 

12. It cannot be denied that the trade between two countries having the salDe 
standard (or, what is practically the same thing, having different standards maintaining 
a stable relation to each other) is free from an obstacle, and to some extent a burden, 
to which trade is subject between countries having dift'erent standards varying in 
their relation to one another; and it may reasonably be assumed that whenever 
international trade is simpler in its operations and le8s burdened, it will have a 
tendency on that account to make better progress. and this to the detriment, it may 
be, of countries less favourably circumstanced. . 

It is alleged that practical proof of this is afforded by the growth of the trade in 
cotton yarns between India on the one hand, and China and Japan on the other, in 
recent years as compared with our trade in that commodity with the latter countries. 

This result is however attributed, even by those who attach weight to the argument, 
more to 1he fact that the fluctuations have on the whole been downward in their 
direction than to the mere fluctuations themselves.· I 'l" 
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We will therefore defer the consideration of this point until a Jater period; merely 
observing that though the difficulty of an unstable exchange may have a tendency 
to foster trade between countries having the same standard, as against trade in the 
same commodities between countries whose standards have not a fixed relation, we do 
not think, all other things being equal, tha~ its effect in this direction iii likely to be 
verv considerable. 

it must be noted that alterations in the supply Qf one or other of the precious metals 
which, when no bimetallio link exists between them, cause or intensify :fluctuations of 
exchange between gold and silver-usins- countries, might, if the relations between the 
metals were fixed, operate, though by'a process slower and less severe, upon prices, and 
thus affect contracts or engagements to be performed or fulfilled at a future time. 

13. The second evil upon. whioh stress has been laid is that a :fluctuating exchange and to dis
is alleged to discourage investment by gold-using countries in silver-using countries, !",urage 
from which both sustain injury, the gold-using country losing an outlet for its ::f-::t!it. 
surplus oapital, and the silver-using country being deprived of that development which oiIver-uaing 
the employment there of such oapital would produce. countries. 

Thero are many, it is said, who are unwilling to invest money except when. it yields 
a fixed or approximately fixed return, and, owing to the apprehensions of :fluctuations 
in the relative value of gold and silver, this class of persons do not invest in India or 
China. 

'l'his again is closely connected, by those who urge the point, with. the circumstance 
that the fall in the gold value of silver aggravates the evil, and renders the person 
having capital to employ less willing to invest it there-. It is said too that the 
Government of India are unwilling for the same reason to undertake public works to 
the extent to which they otherwise would. . 

Ve think there is truth in the view thus presented, thou~h it is very diffioult to 
gauge the extent to whioh a real in:fluenoe is exerted in hindenng investment in silver
using oountries; especially having regard to the fact that English oapital has been 
invested in the Indian mills whose competition is complained of, and that a large 
Ilmount of English oapital has been and is being invested in South Amerioa. 

14. In addition to the evils of a general character to whioh we have drawn attention, E~ba .......... 
there is one IIpecially affecting the .Government of India which deserves the most m.r~ ca;:d 

. careful attention. . ~r~:'.nt of 
We allude to the effeot upon the Indian finances of the obligation of the Government India. 

of that country to pay every year the interest on their gold debt, as well as to meet 
other fixed gold charges, while all their taxes are imposed and reoeived in silver. 

15. It is obvious that a :flnctuating exchange must in consequence be the cause 
of serious embarrassment to the financial polioy of the Indian Government. The 
estimates of reoeipts and expenditure may be prepared with the utmost oare and 
accuracy, and yet an estimated surplus may become a deficit by a sudden fall in the 
exchange. . 

So long as these :fluctuations continue it is impossible to oount in any year upon 
a financial equilibrium i and the peculiar circumstances of our position in India. render 
it specially difficult to make constant changes in the taxation imposed upon the people. 
The diffioulty is of course intensified when the ultimate or general tendency of the 
exchange is oontinuously downwards, and the revenue can only be made to balanoe 
the exponditure by inoreased taxation, which it is very difficult to devise. 

Even if the assumption be well founded that the change is due to a fall in the value 
of silver, and that, the taxss in India being payable in rupees, a fall in the value of 
silver is in fact a diminution of taxation, and is therefore a relief to the people of 
India, it nevertheless constitutes a difficulty for the Government itself. 

16. Putting aside the difficulty which has already arisen from a fall in the past, 
there can be .no doubt that the unoertainty created by the want of a fixed ratio; 
the apprehenSIon of a further fall, and the impossibility of determining to what point 
that fall may reach, do make the task of the Government of India a very difficult one; 
and constitute a real and very serious evil. 

We have been much impressed by the views which have been. urged upon us by the 
Government of India. We understand that they regard the re-establishment of a. 
fixity of ratio between gold and silver as of even greater moment than the restoration 
of silver to its former value as oompared with gold. 

W 8 fully share their view as to the great importance of the Bubject, and the great 
advantage that wonld result to the Indian Government, with whose safe administration 

84 



Evils oon
nected with. 

, fa1.1 in gold 
pnee or 
silver. 

ROYAL 00_111881011 011 OOI.D AND AILVER: 

of the affairs of that great Empire the interests of this counLl'y 1U'tl 110 intimately 
connected, if 8 stable ratio betwetln gold and silver could again be relied upon. 

iI. EVILS OONIIBCI'ED WlTH THJI CHANGBD RELATION OF SILVER TO GOLD. 

17. We have next to cousider the evils attributed to or connected with the altered 
relation of silver and gold, other than those which result from fluctuations in exchange 
between gold and silver using countries. , 

These evils are, first, the effects upon the commerce of the country, and the 
relation of debtor and creditor, alleged to be due to the fall in the price of com. 
modities; and secondly, the Rpecial difliculties which have arise!! in connexion with 
the finances of India. owing to the fall in the gold price of silver. 

18. Two explanati9DB have been offered of the connection between the fall in the 
price of commodities and the altered relation of gold and silver. 

One is that which . attributes the fall in the price of commodities directly to the 
fall in the gold price of silver; the other is that which oonnects the fall with the 
appreciation of gold. .which, it is suggested. has arisen in recent years from the 
diminished production of that metal, and its increased use owing to the currency 
changes which have occurred during that period, as well as to an increase of demand 
for it caused by, and indirectly due to, the results of those changes. 

Fall in gold 19. We will deal first with the latter point. 
prices due til There calJ. be, no question that the gold price of many, and probably of most. 
appreciation commodities has fallen during the last 15 years. In relation to these commodltiea 
of gold. it may, no doubt without inaccuracy, be said that gold has appreciated. That is 

another mode of expressing the fact that their price is lower. It may. however, 
also without inaccuracy, be said that in relaticn to gold these commodities have 
depreciated. Which is the more accurate expression in any particular case will depend 
upon whether the altered relation of the commodity to gold bas arisen from some 
change which has affected gold, such as a diminished supply, or some increase of 
demand owing to its use for purposes for which it was not formerly employed, or' 
whether this altered relation is connected with a change affecting the commodity, such 
as increased supply or diminished demand. It may, however, have arisen partly from 
one and partly ~rom the other, so that the true explanation of the fall in price may 
be that there has been both appreciation of gold and depreciation of the commodity. 

Extent to 20. It is only in 110 far as tlie fall in price is due to circumstances affecting thfl 
w~ic~ it falls standard of value that it comes within the scope of our inquiry. .A fall in the priC(l 
::~n";hJ.. of commodities which results from an increase in their supply or a diminution in the 
inq~iry. IS cost of their production or transit does not appear to DB to be of itself an evil, and 

if it were so it is one foreign to the subject which is referred to us for cOllsideration 
and report. 

Absolute 
stability 
of the 
standard 
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21. There are indeed some who think that in an idllally perfect system of currency, 
whatever may have been the cause of an alteration in the relation of the standard 
to commodities, the standard ought to adjust itself to this variation, so that prices 
should remain constant. 

They point out that otherwise contracts to pay money at a future date are affected 
to the prejudice either of the creditor or the debtor by the change in the purchasing 
power of the standard; that the obligation, which ought to remain constant, varies in 
reality with its greater or less purchasing power. 

It may be questioned whether the strict idea would not require that the constancy 
of obligation aimed at should be to ~ender the same labour rather than to transfer 
the same commodities, so that the sacrifice of toil in repaying an obligation· should be 
the same as that which was involved in its creation; but apart from this abstract 
criticism of an abstract theory there are practical difliculties opposing it. 

The view presented would not be without its force if all commodities and services 
changed in their relation to the standard simultaneously and pOh'i passu, but this never 
has been, and practically never can be, the· case, where the change arises from 
circumstances operating upon the different commodities themselves. 

Even if it were practicable to adjust the standard in correspondence with an increase 
in the supply of any class of commodities or Il8rvices, the result would be to alter 
its relatioD to things not comprised within that class the supply of which either had 
!lot been increased, or not to the same extent, and thus to bring about the very evil 
which it was sought to remedy. ._ ... 
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In our opinion, therefore, we must dismiss this theory hom consideratic.ll, and 
devote our attention exclusively' to the question how far the fall in· the I!rice of 
commodities is due to ourrency changes. ' 

22. Reliance is placed, by those who contend that the lower prices which now Evidence 
prevail are due to the appreciation of gold, upon the index numbers which have been oCindex 
prepared by different authorities, to indicate the general course of prices. Ilnmbers. 

We have already drawn attention in §§ 60,61 to the reasons which enforce caution Report, 
in the use of this method of generalisation; but we may in addition draw attention Part I. 
to the fact that, taking Dr. Soetbe61"s table, <the index numbers for the years between 
1874 and 1883 were, with the exception of that of 1879, in each case as high as, or 
higher than, those of the years 1858 to 1861 inclusive, and that the number for each 
of the years 1880, 1882, and 1883 differed by less than. one per cent. from those of 
thelears 1865, 1568, 1869, and 1870. 

I , however, we turn from these general index numbere and examine the index 
numbers of the several commodities which have been taken into account in arriving at 
the general index number for the year, it cannot be doubted that a fall has taken 
place, especially in the most recent yeare, in the majority o~ the commodities in 
common use, and that in some cllses the fall has been very heavy. . 

23. The index numbers, as has been observed, take no account of the price of Rate of 
labour or services, or of the rent of houses or land. wogeo. 

The facts with regard to wages, even in this country, are very difficult to ascertain. 
The report of the Royal Commission on· the Depression 9f Trade (1886) in referring 

to the last 20 years states (para. 83) that, while during that period wages have risen, 
profits have fallen, and (pare. 81) that" there is no feature in the situation which the 
.. Commissioners have been called to examine so satisfactory as the immense improve
.. ment which has taken place in the condition of the working classes during the last 
.. 20 years." 

These conclusions, formed after a long and patient inquiry, though they deal with 
real rather thlID nominal wages, and relate to a period dating back to 1866, are 
scarcely consistent with the conclusion that the money wages of the labouring classes 
in general have been seriously diminished by the monetary changes which took place 
in and subsequently to 1873. 

Since the date of the report in question there has in this country no doubt been 
further depression, especially in the employment of agricultural labour, and this 
depression has tended to depress other branches of the labour market. 

But although nominal wages have undoubtedly fallen in certain departments of 
industry, we have no evidence to show that they are generally lower than they were 
15 years ago; and the reports of the Labour Correspondent of the Board of Trade 
show that during the past 12 months there has been a steady improvement in the 
skilled labour market, both as regards the rate of wages and tho numbers employed. 

We have no statistics of retail prices, but there can be little doubt that though Retail 
they have fallen considerably, the fall has not been so great as in the case of pri ..... 
wholesale prices. This again points to the fact that wages have not fallen to anything 
like the same extent as the wholesale price of commodities, for the wages of labour 
are an important, if nbl; the most important, element in determining the difference 
between wholesale and retail prices. 

There does not appear to be any evidence that the salaries of clerks and othere, Salnrie. 
outside what may be termed the wage-earning classes proper, have decreased. and andt,boa ... 
although some house rents have fallen, it seems questionable whether, except as 1'8n 

regards the more expensive class of houses which are inhabited by the wealthy, there 
has been any general diminution of house rent. 

24. At the outset of our investigation we are confronted by the fact that the fall Fa!1 neither 
in prices has bljen neither universal nor uniform. It will be seen that it did not :iferoal,:: 
commence as regards all commodities, even approximately at the same time, nor has ~:there. 
it proceeded at the same rate or to the same extent. fore be 

A faU of prices arising from the appreciation of gold alone must, other things entirely d.ne 
remaining the same, ultimately be both universal and uniform. !:' aPIfr:a-

But it has been pointed out by some economists, and notably by Professor Cairnes. .=.i:.r.t.8 

that alterations of price due to a change in the standard (he was speaking of the 
depreciation of gold after the great gold discoveries) do not and are not to be expected 
to atrect all oommodities at the same time. In the oase of the depreciation of gold 
arising from the gold discoveries, a most potent factor in the raising of prices was 

4H~ I 
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found to be the rise in wagee which wae brought about, with ita consequent effect upon 
the prices of commodities in the production of which labour wae one of the element&. 
Reaeons were also euggested why the riee of price was not uniform in the caee of all 
commodities. It wae pointed out that the price of animal would be affected at an 
earlier date than that of vegetable products. inaemuch BI the latter could be inc1'OO8ed 
in quantity to meet an increased de~nd with greater rapidity than the former. 

In the caee of the suggeste4 appreciation of gold, which we are now considering, 
the fall in the price of commodities hae certainly not come about; from a fall in the 
cost of labour, and the various producta have not been affected in the same order. 

We have had no sufficient explanation offered of the phenomena which have 
manifested themselves, aesuming them to be entirely due to appreciation of the 
standard. It has not been shown why ita effect npon the various commodities hBl 
been so different in point of time, and of extent; and a careful survey of the 
varying prices of commodities at once suggesta that, even if there baA been an appre
ciation of the standard, some other causes must have been at work, affecting particular 
commodities, so as to depreciate them in relation to gold. . 

Report., We have in § 61 of the foregoing report drawn attention to the fact that it the 
Part I .. § 61 period from 1881 to 1885 is compared with the period 1866 to 1870, which shortly 
( ... ) preceded the occurrences alleged to have resulted in the appreciation of gold, the 

claeses which include animal food and fruits, oil and wine, rose in price, whilst 
colonial produce remained stationary. a fall being exhibited in agricultural and 
mineral produce and textile materirus. Again turning to Mr. Sauerbeck's clll8sification 
of his index numbers we find that while, with the exception of the years 1877 and 
1878, the fall in the price of vegetable food producta was continuous from 1873 to 
1885, and in the latter year wae very rapid, the price of animal food WR8, with the 
exception of 1879, ae high or higher in every year between 1872 and 1883 than in 
.1872, and the fall hae ouly manifested itself since the latter date, and that not to an 
extent at all comparable to the fall in the price of vegetable food. 

Otbercaasee 
which have 
operated to 
produoe s 
faU. 

There hae recently been a rise in the price of many important commodities, and 
also in freights, whicD. certainly receives no adequate explanation from any change 
in the supply of or demand for gold. It cannot be contended that there has becn, 
of late, anything to ca.uee a substantial deprecia.tion of that metal. 

25. We do not think that the causes, other than those relating to the standard, 
which have been operating to produce a fall of price, are far to seek. When we 
eX&UJine the case of individual commodities we see factors at work which fully 
account for a fall in their price, even if the standard had remained, AO far lUI it wae 
itaelf concerned, stable. 

Take for example· the case of wheat. The incresee in the supply during recent 
years in many parts of the world, but especially on the, American continent and in 
India, has been enormous. 

This has been due in a great measure to the fact that vast territories, consisting 
in some cases of virgin soil, have been opened up by the construction of railways, 
and become the means of oreating supplies largely in excess of the needs of thoee 
engaged in their production. -

In addition to this the cost of transit from these countries to other part. Of 
the world hae very much diminished. The development of railways to which we have 
alluded hae proceeded with striking rapidity during the last 15 years,- especially 
in America and India, and in the latter case the opening of the Suez Canal has 
exercised a great influence in the same direction. 

The diminished cost of transport is also partly due to increased competition for the 
carrying of goods. Shipbuilding has at times proceeded at a greater rate than the 
increaee of the commodities to be carried. Not only so, but the same quantity of 
wheat can now be carried, owing to improvementa in machinery, with less expenditure 
of fuel and the employment of considerably less labour. 

All these things contribute to enable the markets of the world to be stocked at 
much less cost, and the wheat thus to be sold at a lower price. 

26. What has been said with regard to wheat may also be said in varying degrees 
with reference to many other llOmmodities. The total output of coal and mineral . 
ores, for example, has exhibited a remarkable increaee, and in the caee of metals, 

• DoW. to the end of 18'13 Bbout 70,250 milea or railWBY had beeD COOBtructed ia the li uiled Stale!. From 
s table in \he ECOfIOIJIUt of Jaa. 21, ISB8, is appean that during the Ias& 14 yean, ending 1887, DO leos than 
80,300 miles haw been added. In India there were about 6,400 mil"" <I railway in MarCh 1873, wbilat on tbe 
3111& of March 1887 there "ere DO leE than 13,390, and, OIl tbe 3lsfOf M ... ch 1888, 14,383 mil .... 
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invention has conduced enormously to economy in the cost of production. It is 
true that the output of coal in this country has in the last two or three years been 
arrested or diminished; but this may be attributable to increased economy in the use 
of coal for industrial pUl'{>oses, and to the restrictions placed by many foreign 
countries upon the importation of coal and iron (which largely affects coal); and these 
causes have tended to aggravate the decline in prices. 

It has been said, and it may be with truth, that the development of machinery 
waR as great in the 15 or 20 years which preceded 1874. as in the subsequent 
years, and that steam transport laad beeu also largely developed in the earlier 
period. But not only has the actual extension of railways and the cheapening of 
land and sea freight been greater in the subsequent years, but the effect of railways 
which had been previously made has been more felt. . 

As above noticed, large new districts of great natural fertility, and rich in minerals. 
have beEm opened up, and consequently civilized countries have been furnished with 
an unprecedented quantity of raw vegetable and mineral products. . 

The rise in the price of raw products during the period preceding 1875, exceeded the 
average rise of the prices of all commodities, while the fall in the prices of raw pro
ducts since 1875 has been above the average fall. Comparing therefore the earlier with 
the later period, the lower cost of manufacture was in the earlier period counteracted by 
the higher cost of raw materials, whilst in the later period, not only was this not the 
case, bnt the cost of the' raw materials has . decreased simultaneously with the 
diminished cost of manufacture. 

27. It may he well here to point out that- the fall in wages which has occurred, 
as we have stated, in certain industries in this country is, in some cases at least, largely 
accounted for by the fall in the price of the product of labour. 

Take for example agricultural wages. There can be no doubt that, even if other 
circumstsnces were equal, the wheat growers of this country compets at a great 
disadvantage with those whose conditions of soil and climate are hetter; and when 
the price of wheat falls, and their margin of profit is diminished. or even disappears, 
they resort necessarily to an economy in their expenditure upon labour, and inasmuch 
as some land goes out of wheat cultivation altogether, and the labour market becomes 
overstocked, there is the less diffioulty in their forcing wages down. 

It may be noted too that this again. would re-act upon prices, especially upon the 
prices of EOIDe kinds of food and textile fabrics used for clothing. The diminution of 
wages means a diminution in the purchasing power of the wage-earning classes. and 
therefore operates in this direction. 

28. Other causes which have contributed to the fall of prices are referred to PI Repori, 
S 61 (o.). To these we may add the increasing tendency in late. years to do business Part L 
lD a more direot manner than formerly. and to dispense with the servioes of middlemen 
and intermediate agenoies of all kinds, thus effeoting great economies in the cost of 
distribution. 

Another cause, too, which has tended to lower certain prices in the open markets 
from whioh the index numbers of prices are taken, has been the increase in protective 
tariffs. Those tariffs by enabling manufacturers to demand high prices at home. 
have. in 80 doing, enabled them to throw their productions at an unnaturally low 
price upon foreign markets. In the case of bounties, e.g .• those on suga\', the operation 
of protection upon prices has been more direct; and even in protected countries. 
while the first effect of protection has been to raise prices, the ultimate effect has 
been in many cases to produce a glut and make it diffioult for the protected industries 
to get rid of their stocks. . 

29. It is asserted by Bome that if the circumstances affecting each commodity the 
prioe of which has fallen were separately considered, the fall which has taken place 
would be amply accounted for. 

We do not think it necessary to pursue the examination into the case of each 
commodity the prioe of which has been depressed in recent years. It will be suffioient 
for the moment to say that it can hardly be disputed that causes altogether apart 
£rem the ourrenoy have unquestionably been at work, tending to diminish prioes. 

We may refer to the extraordinary development of the productive and in<lustrial 
resources of the United Ststes whioh has taken place since the conclusion ,of the civil 
war. The ceseation of that struggle set free the energies of the people, and enabled 
them to devote themselves without impediment to inoreasing the productive and 
industrial resources of their country. 

, :I 



68 BOT&!. OOll)lISSIO. O. GOLD AND 8ILVBB: 

We may add, tOo, that, as compared with previous rriods, there bu been a 
remarkable freedom from ~he abs?rption of the people 0 t~e contine~t of EIl1'Op8 
in operations of war. Thel1" energl8l! have thus been turned IDstead to mdustriaJ. and 
commercial pursuits, which hlUl led to an inorease in their power of produotion. 

30. It is argued that a fall in the prioe of one artiole arising from the increased or 
cheapened production of that artiole, would be followed by a rise in the price of other 
artioles, sinoe thoBe who save money in one direction have' more to spend On oth~r 
commodities. 

But we do not think this would necessarily be the oase to any oonsiderable extent. 
When a oommodity becomes cheaper it may fall within the reach of BOme who were 
unable to procure it at all before j and to a far greater extent there is likely to be an 
increased consumption on the part of those who were obliged to be oontent before 
with a smaller quantity. Many, therefore, may spend on the article, cheaper. though 
it be, as much as they did before, and have no more to spare for other commodities. 
Cheaper bread and tea and olothing, for example, have certainly led, on the part of 
the masses of the people, to increased oonsumption. If it be Baid that there are BOme 
whose needs were before fully supplied, their number would not be great in proportion 
to the whole population, and in their case the money set free would probably either 
result in accumulation or in. an inoreased expenditure upon luxuries. And there 
seems reason to believe that of lllte years such accumulations, as well AS expenditure 
upon luxuries, have increased. 

But besides this, there ca.n be no doubt that a fall in the price of one article often 
induces a fall in the price of another for whioh it may be substituted. Prices thu8 
re-act on one another. And a simultaneous fall in the price of many important 
articles of consumption tends to check speculation and thus to cause a further BUd 
more general fall. 

31. We ought also to notice that the years immediately preceding 1873 were a 
time of great speculative activity. The prices of Bome commodities, e.g., coal and 
iron, rose rapidly to an abnormal height. And the large' loans to foreign States 
during the period in question, though much of the money subscribed may have been 
intercepted by speculators, led to a considerable demand for materials for the 
construction of railways and other industrial undertakings. .As 800n as further 10BUa 
were checked by doubts as to the security offered by the borrowing States, these 
demands naturally diminished or ceased. 

ExperitlDce, too, shows that a period of excessive specUlation is alway. followed 
by a period of Ilxceptional depression. The observation, however, is a fair one, that 
in the present case the depression has lasted longer and been more severe than was 
to be anticipated from the 'experience of former occasions when depression haa been 
the outcome of over-speculation. 

Some articles 32. We may observe in passing that it may fairly be IUIked of those who deduce, 
have not from the evidence afforded by variations of. price, the conclusion that the standard hal 
fallen in appreciated, how they explain the fact that in the ca.se of Bome articles there haa been 
price. no fall of price at all. The onus would appear to be on them to show how it hal come 

about that the prioe of these articles haa, on their hypothesis, so greatly risen. We 
do not think any complete answer has been given to this inquiry. 

Economies 
of gold have 
operated to 
counteract' 
the fall of 
prices. 

33. Those who maintain the view that there has been an appreciation of gold do 
not, however, limit themselves to the evidence a.fI'orded by the fall of prices with which 
we have been dealing. They assert that, owing to the diminislied production of gold. 
and its extensive use in countries formerly having a silver currency, there must have 
been an appreciation of that metal. 

But it must be remembered that, if these circumst.ances have been working in the 
direction' of appreciation, there have been other influences operating in 8 contrary 
direction also at work. 

We allude to the economies of gold which must have resulted from the development 
of the banking system which has taken place in France, BUd from the institution of 
a great clearing-house system in Germa.ny, 88 well as from the extension in our own , 
country of branch banks, and the great increase in the use of cheques in place of gold, 
especially for small amounts. The employment of postal orders has to BOme small 
extent operated in the same direction, and in a more important degree the use of 
telegraphic transfers. Economy of gold, too, haa resulted through the use of the 
telegraph rendering the accumulation and transport_at. times unnecessary where, but 
.for this, it must bave taken place. . " ' -
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In connexion with this we may also mention the great diminution in the time 
necessary for the transport of gold from one part of the world to another, which 
enables the same amount of metal to do much more work. We 'believe, too, that 
there has been an increased nse of securities for the purpose of discharging inter
national indebtedness, thus contributing to the settlement of accounts without the 
neoessity for the transmission of bullion. 

It is difficult" and indeed impossible, to estimate the relative forces of these 
tendencies which have thus been acting in opposite directions; but they must both be 
borne in mind in considering the qll~tion, whether there has been an appreciation of 
gold. 

34. Those who assert that the economies of gold have not balanced the additional C?",pari80D 
demands upon it, point also to the rise in prices which took. place during and after :;: ~ 
the period of the great gold disooveries, and' Ilontend that the conditions being gold ~ 
reversed, the reverse process has now taken place. covaries. 

We have, however, already drawn attention to the consideration sometimes lost 
sight of, that there has been no diminution in the supply of the gold which exists for 
the use of the world.' The stock of gold has not diminished, aud indeed still 
increases, though the annual addition to the stock has somewhat diminished of late 

yeThis fact is of vitsl importance. Suppose for instance that the produotion of gold 
and of wheat were in any given y~ar increased in the same ratio, say that they were 
both doubled. The result would be that the stock of wheat would be doubled or 
more; while that of gold on the other hand would only be fractionally greater. If 
then the wheat and the gold were oompared with some third article, say, iron, of which 
the demand and supply had remained the same, it is evident that while the ratio of 
iron to gold would have undergone little change, that of iron to wheat would have 
greatly altered. 

85. It is to be observed, further, that the fall of prices before the gold discoveries 
was not so great as might have been expecte~ if the volume of the standard metal 
had as direct an effect upon prices as has been suggested. The period of peace from 
1820 to 1850 was marked by a great increase of popUlation and a vast development of 
trade, and, consequently of the use of money, while the annual increment to the stock 
of gold was so small that one would have anticipated a far greater depression of prices 
than was actually manifested . 

.A. similar observation may be made with regard to the movement of prices upwards 
which followed the ,great gold disooveries. When the circumstances which accom
panied the latter are borne in mind, they amply account for a rise in prices, apa.rt 
from the mere increase in the volume of the metal of which the ourrency consisted, 
The gold was discovered in distant and undeveloped countries, and obtained often 
in large amounts with little expenditure of labour. The men, in those countries 
thus found themselves easily possessed of a commodity immediately exchangeable 
against all o~e: oomm?dities, and so creating an addition~ demand for the ~tter. 
They were Wllhng to gIve muoh of the metal to supply theIr wants, and the pnce of 
labour and of oommoruties, many of which' could only be obtained from a distance, 
rose very high. Multitudes, too, were attracted to the spot in the hope of acquiring 
wealth. Many'industries were stimulated, speculation WaR rife, and all the elements 
which, other oiroumstanoes remaining the same, go to produce higher prices were at 
work. . 

86. We haVE! no'\'1 to consider the mode in which it is suggested that the appreciation NexU8 
has taken place; and here we enter upon an inquiry of extreme difficulty, namely. be_ tho 
what is the nexus b~tween prices ~d the ~etal which. forms the standard. of value. ~~~d 
It oannot be questioned that an morease m the quantity of that metal which, as wes'e otandard 
have pointed out. is directly exchangeable against all oommodities, increases the volume of ... III •• 
of purchasing power which is in the market seeking commodities, and so tends to raise 
prices. 

We may observe. also. that a rise in the price of certain commodities may re-act 
upon other prioes. Those who receive more for the commodities which they possess 
can afford to give more for those whioh others have to dispose of. 

87. If no one would part with his prcpertyexcept in exchange for the standard metal, 
there can be no doubt that the effeot of a material increase or diminution in its 
production would be in direct relation with such increase or diminution. In that 
oase the proposition of the economists, that prices are de~ned by the ratio which 
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commodities bear to the money (using that term in its mOl!t limited lIense) Booking 
commodities, woul~ be strictly aceura~. But .~~ an e1abo~te system of banking and 
credit, such as ensts more or 1688 m all CIvilized countnes, the problem becomes 
much more complex. It is not money o:!{ that men will take in exchange for their 
goods; indeed, the traneactions which e place in this country in a single day 
probably exceed i~ amount the stock of money that exists in the. country, and they 
are often settled WIth the employment of a very small amouut of oom. 

We have, of course, been using the term money as applicable only to coined metal, 
or metal which is available for immediate coinage. 

38. It is admitted by all economists that the existence of the banking system has 
resulted in grel}t economy in the use of money. The transfer, by means of cheques, 
of the right to the posseBSion· of gold has, to a vast extent, taken tho place of the 
transfer of gold itself, and it cannot be doubted that every day the payments which 
are made by means of cheques exceed greatly the amount of gold which exists 
available to meet the cheques if every holder were to insist upon receiving the gold 
which he is entitled to claim. 

The purchasing power of the people consists, it appears to us, not only ot the 
actual gold which they possess, or of that which their bankers are possessed of and 
can immediately command, but, to use a popular expres/lion. of the money which they 
have at their disposal at their bankers', which greatly exceeds the amount-of gold 
which either they or their bankers could at any given time at once command. 
Indeed, this is an under-statement of the case, for the credit which customers can 
obtain from their bankers may have as potent an influence upon prices 8S their catlh 
balances. . . 

So long 8S those who p08seBS commodities are as ready to take cheques for t'hem 
as they would be to t¥e gold, the balance which a man has, or can have, at his 
bankers' influences prices to the SBme extent as if he were possessed of that amount 
~~ .. 

Gold has come now to be much more a measure of the comparative value of com
modities than an actual medium of exchange, although it still remains the basis 
of all transactions, and -of course. enough gold must be held by bankers to prevent 
the apprehension that it could not be obtained if required. 

39. It may be that it was· from losing sight of this fact that the anticipations of 
eminent economists, who predicted 110 much greater rise in prices as the result of the 
gold discoveries than was actually experienced, were not realised. 

It is, indeed, said that although an extended system of credit effects an economy 
in the use of gold, the volume of credit bears an exact ratio.to the volume of the 
metal on which it is based,. so that if the amount held by bankel'll for their customers 
were now, say, ten times the amount of gold in their tills, or in the banking reserves, 
the addition of l,OOO,OOOl. of gold would at once add 1O,OOO,OOOl. to the amount of 
banking credit. . 

. We cannot see that there is any evidence that this is true in point of fact, nor do 
we see that it would necessarily be the case. The cash balances held by bankers for 
their customers have greatly risen in recent years, while there seems reason to believe 
that the amount of gold held against them, even if it has increased, has not done 80 ill 
the same proportion. 

40. It is of course impossible to diminish beyond a certain point tho amount of 
gold which bankers must hold or have at command, but so long as enough exists to , 
sustain credit, it is difficUlt .to see how it could produce any substantial effect upon 
prices at any rate, whether more or leBS were held. . 

This, of course, must be guarded by the qualification that an inm8ase or diminution 
in the amount. of gold exercises a direct influence upon the rate of discount, and 8 

rise or fall in that rate tends immediately to affect the price of stock exchange and 
other securities, but we are disposed to think that it exercises a less direct and 
sensible effect on the price of commercial products. 

41. How then does an expansion or contraction of the metallic currency affect 
prices 1 -

The volume of the currency is certainly not one of the elements whioh parties 
oO!1sciously take into acconnt in ordinary commercial_J1;tmsactiOlls when fixing the 

, pnll8 of Bale and purchase.· . 



Where then does it come into contact with and exert ita influenoe upon prices i' 
This is a question of extreme complexity and difficulty, and though various suggestions 
have been made, there is no common agreement upon the answer to be given to it. 

42. One explanation propounded is that a diminution or increase in the supply of Q. 3980. 
the standard -metal affects prices directly in those less-developed countries where the 
transactions of commerce consist in the actual exchange of commodities for the metal 
itself, and that the prices in those countries re-act on prices elsewhere. 

Without disputing that this mal)le the case, we do not see any evidence of these 
conditions existing to an extent BUfficient to produce any very sensible effect upon 
general prices. 

43. Another explanation suggested is that when appreciation of gold is anticipated, Q. 10,411. 
the possessors of it are unwilling to invest in commodities, owing to the expectation 
that its appreciation will depress prices, and consequently employ their money instead 
in the purchase of securities bearing a gold interest which the appreciation of the 
standard will render increasingly valuable. This, it is said, tepds of itself to depress 
the price of commodities. 

It may be that these effects would be produced if the fact that the standard was 
likely to appreciate were so generally seen and realised as to induce the euggested 
action on a large scale. But we do not think there hall been any general recognition 
of the fact that appreciation was probable or in progress, or that this has been 
consciously the basis of action to any material extent. 

44. The most obvious mode in which the appreciation of gold operates upon prices 
is as pointed out in § 40, through the rate of discount. Any increase in the supply 
of gold to this country, unless used for industrial purposes, would flow nltimately to 
the Bank of England, and thus tend to lower the rate of discount, whilst a diminished 
lupply would have the contrary tendency. And no doubt prices might be affected by 
these changes. 

When, however, we compare the rate of discount during the period we are con
sidering with that prevailmg in former periods, we do not Bee any evidence that the 
depression of :prices, which has distinguished recent years, was initiated by a high rate 
of discount ansing from a scarcity of gold. 

It has indeed been pointed out that the rate of discount from 1871 to 1874, which 
covered the period of the German deman4for gold, was somewhat high, and it, is 
suggested that we see in this both evidence of the appreciation of the metal and the 
first impulse towardslower/.rices. . 

But it is to be observe ,in the first place, that the rate of discount during those 
years had its parallel, or was even higher, in previous epochs when it cannot be 
suggested that appreciation of the metal was the cause, and when no lasting depres
sion of prices resulted. We may cite as examples .the years 1855 to 1858, and 186:3 
to 1866. Secondly, the features which' characterised the years from 1871 to' 1874 
were quite sufficient to account for a high rate of discount. It was a period of 
feverish speculation, when high prices were inducing men to embark largely in new 
enterprises. Added to this, the financial operations ,resulting from the Franco
German. war and the payment of the war indemnity to Germany produced also, no 
doubt, an exceptional and very sensible effect upon the discount market. 

45. But, in addition to these considerations, we must remark that those who 
maintain the theory that the low prices which have prevailed have resulted from the 
appreciation of gold, trace that appreciation as much or more to the United States 
demand than to the German. 

It is certain that there was a greater diminution in the annual supply of that 
metal during the years of the United States demand than during the time when the 
German. supply was procured; yet we fail to see any evidenoe of the appreoiation of 
gold in the records of the rate of discount between 1878 and the present time. The 
rate has been both lowar and less subject to fluctuations than before. . 

We fully admit that where the accumulations of oapital are great, and speculatIve 
enterprise small, as is not uulikely to be the case with falling prices and a diminished 
margin of profits. however _caused, a low rate of discount may be accounted for con
sistently with the fact that there has been some appreciation of the standard. But 
if there had been e. serious scaroity of gold, which had oaused prices to f~, we 
should have expected to see some marked indioation of it in the state of the discount 
market suffioient to aocount, at all evente, for the· initial depression. 
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46. In aumming Up our obeervatioDll on this head. we would observe that it is one 
upon which it seems ecaroely possible to arrive at any certain conclusion. The cause. 
which contribute to affect pnces are so subtle, and the information which we p088CB8 
80 imperfect, that we can do no more than hazard a statement as approximately 
accurate. , . 

No ooncln- 47. We do no think that there is any oonclusive evidence of a substantial app~ia-
. Ii ... evid~ce tion of gold to be derived, either from a review of the variations in prices. or of the 
,~.pg,-:.:- circumstances relating to the production and use of that metal; at the same time we 
. :""!m; of are far from denying that there may have been and probably has been sOllle appreoiao 
gold. tion, though we think it absolutely impossible to determine ita extent. 

When we look at the character and times of the fall in the prices of commodities 
which has exhibited itself, and the variations which we have pointed out above in 
§ 22, we think the sounder view is that the greater part of the fall has resulted from 
causes touching the commodities rather than from an appreciation of the standard. 

FlU"tber 
question 
wheth ... 
silver h .. 
depreciated. 

Causeo 
tending to 
lower the 
valne of 
• i1v .... 

Difference 
in the 
position of 
oilYIII' and • 

48. In the above remarks we have dealt with the fall of the gold price of com
modities generally, and 'have come to the conclusion that the greater part of the fall 
has resulted from causes touching the commodities, rather than from causea specially , 
affecting gold; but here we are met with the question whether this is true of silver as 
well as of other commodities. 

We have alreadl referred to the striking fact that, whilst gold prices have un
doubtedly fallen, silver prices in silver-using countries 'have not, 80 far as we cau 
learn from the imperfect statistics of those prices, risen to the same extent. It 
appears, at any rate, to be true, that the adjustment of pricea between gold and 
silver using countries has taken the direction of a fall in gold prices rather than a 
rise in silver prices. These facts would seem primd. facie to indicate that, whilst gold. 
as compared with commodities. has risen in value, silver has, comparatively, retained 
its position; and they have been relied on 1108 pointing to the conclusion that, as 
between gold and silver, it is gold which has appreciated, rather than eilvt'lr whioh 
has depreciated. 

49 But this oonclusion is by no means certain or necessary. It is quite possible, 
consistently with the observed facts, that both silver and commodities may have 
fallen in value together, as compared with gold; and that the result of this concurrent 
fall may have been to preverit a fall in silver prices, which would have taken lllace if 
it had not been for the concurrent. fall in the gold value of silver. If this 18 what 
haa really happened, silver prices in silverousin!r countries, if not higher, or even if 
lower, than they formerly were, must now be higher than they would have been but 
for the fall in the gold price of silver. , 
Havin~ these two alternatives to choose from, viz., an sppreciation of gold on the 

one hand, and a depreciation of commodities; coupled With a depreciation of silver, on 
the other, it becomes important to consider With some care what are the special 
causes which have tended to· lower the, value of silver, and what effect they have 
had. 

50. The first and most obvious of these is the increase in the annual supply which 
has occurred during the period of the fall in the gold price of silver, and, concurrently 
with this increase, the diminution in' its use owing to the currency legislation of 
Germany, the Latin Union, and other European countries . 

l;t is remarked, and no doubt plausibly, that if these elements alone be regarded. 
the reverse phenomena in the case of gold afford as much ground for· the assertion 
that it is by the appreciation of that metal that the changed relation of the two haa 
been brought about, as for the allegation that it has arisen from the depreciation 
of silver. 

51. We shall have occasion hereafter to dwell upon certain other circumnancea 
which must be take~ into consideration in estimating whether the causes at work 
have been sufficient to account for a depreciation of silver so great as that repre
sented by the fall in its gold price. 

But it appears to us most ,important to bear in mind, at the outset, a marked distinc
tion between the position of the two metals so soon as the rupture of the bimetallic 
tie was complete. 

Silver, as we have pointed out, loosened from ita artificial tie to gold. became in 
the West as well as in the United States a mere C<!.ID.iJlodity and freely subject to 
all the influences, which in the case of other commoditieii affect their market price~ 



It may have fdt the impulse of causes previously in operation which the existence gold .illee 
of the bimetallic link had held in check; and. independently of a diminution of its 1873. 
use in the countries forming the Latin Union. the circumstance that it had in those 
countries become a mere commodity and could no longer be converted at. the will 
of the possessor into coin, would be calculated to depress its value. 

But .pllrt from this. the very fact that apprehension as to the future value of silver 
had induced the action of the Latin Union, the fear of further depreciation. the stock 
of metal thrown on the market by'Germany, and the anticipation of further sales by 
that oouhtry,-all these, with otheJ;,ciroumstances that might be named, would be 
manifest as eleJIlents affecting the price to be given for silver, and would be likely to 
load to its depression. And there would not necessarily be any calculable relation 
between these causes of depression and the extent to which the price of the metai. 
fell. 

For it appears certain. not only that what may be termed sentimental considerations 
play a large part in determining market prices. but that causes which can logically be 
Hhown to be inadequate, or at least oannot be proved to be adequate. may. nevertheless, 
be the true explanation of a fall in the price of a commodity. A depressed market, 
in the absence of some new stimulus. geDflrally tends to further depression. 

Every element then. calculated to lower the price of silver, would produce a direct 
and immediate effeot, and one in excess. it may be, of what would reasonably be 
anticipated from a consideration of alterations in its supply and monetary use 
aIDne. 

52. With gold, on the other hand. the clIse is entirely differp.nt. To it the mints 
of all the important civilized countries of the world lire open. and these and the great 
hanking establishmentS'lare the markets to which it finds its way. It cannot be mid to 
have a market in the same sense as silver. . 

It is argued, and we admit with truth. that gold is a commodity at Calcutta just as 
~i1ver is in London. But while London is the great silver market of the world, and 
the price in that market fixes the general price of tIle metal, no one can pretend that 
the same is true of Calcutta in relation to gold. The latter metal has no central 
market where it is disposed of by sale. and where the daily quotations of price 
influence men's minds as to its value and their judgment as to its prospects. 

On the assumption then that appreciation of gold has been going on owing to altered 
conditions in the supply and use of that metal, these causes would operate more 
slowly and less directly than would the like causes operating upon the silver market. 
when once it has beoome fully sensitive to them. The progresld uf appreciation would 
not invite attention at the time, and would be seen only in its ultimate efl'ect upon 
prices. And, in the case of gold. the effects would be aocurately measured by the 
gtrength of the causes at work. free from. or at all events soarcely affected by, the 
sontimental considel'ations to whioh we have alluded. 

Even assuming the alterations in the supply and use of the two metals to be of 
equal potency. we should not be surprised to ·find thllt owing to the difference in 
circumstances on which we have been insisting. a greater depreciation of .silver than 
IIppreciation of gold was manifested. 

53. There is another oonsideration of equal or even greater importance. to be borne 
in mind. 

We have already in § 33 dwelt upon the fa.ct that the circumstances tending to the 
appreoiation of gold have been counteracted or kept in check by other influences 
operating in the oontrary direction. 

But, in the case of silver. there have been no such counter influences at work. 
Economies in the use of metallic money which have tended to diminish the apprecia
tion of gold, so far as they have had any influence at all in the case of silver. must 
have tended to intensify and increase its depreciation. 

54. But the cha.nges in the supply and use of silver need to be considered in 
cOlmexion with the special oircumstances under which they have taken place. to some 
of the most important of which we ha.ve yet to allude. 

It is in Europe and in America that these changes have oocurred; it i~ the 
European and American market for ~ilver which would in the first plaoe be affected 
by them; and it is through that market that thair effect must reach the great ;lilver-
using conntric8 of the East. • 

A. $fI136. 
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55. I ~ is therefore .desirabl~ to consider in the fil'8t place the elf'ec.t of these changea 
on the silver market m Amenca and Europe, and afterwards to conSIder the relation of 
this market to the silver markets of the ERSt. . 

We have no estimates of the quantity of silver in Europe and America used in the 
arto!. But it is the monetary supplies of the precious metals with which we are more 
immediately concerned, and of these ·we have f'lltimates which, though rough, are 
suffi?ient for o~r purpose. ~. Soot.beer's estimate of the ~onetary supply of the 
precIOus metals m those countries at the end of the year 1885, 18 ad follows i vil.:--

Gold . • 66S,200,OOOl. 
Silver • 392,150.0001. 

the subsidiary silver being estimated in these figures at the value assigned to it by law. 
i.e., at a value considerably above its value as silver bullion. 

Most, if not all. of this gold constitutes a part of the aggregate stock of gold upon 
which supply alJd demand operate, and which h8S to be taken into consideration when 
we desire to learn the effect of the diminished annual supply of gold or of the increRSod' 
.demand for it. 

56. But this is not the case with the silver. The subsidiary silver coinage. to which 
an artificial gold value is given by legislation. constitutes much the largest part of the 
silver money of Europe and America; and this portion of the above amount formB no 
part of the stock in the open market. the value of which ill affected by demand and 
supply. The above stock of monetary silver was distributed as follows, according to 
Dr. Soetbeer's estimate:-

Great Britain 
British Colonies (without India) • 
Netherlands • 
Latin Union 
Gennany . 
Scandinavian countries 
United Stat!ll:l 

RUBsia 
Austro-Hungary 
Other countries in Europe and America 

£ 
21,600,000 

• , 3,300.000 
13.450.000 

160,000,000 
44,600,000 
2,100,000 

64,600,000 

£309,650,000 

14,000.000 
IS,500,OOO 
50,000.000 

£S2.500,OOO 

Out of these amounts all or nearly all of the stock of Great Bri~ain and her colonies, 
Holland, the Latin Union. Ge~any. Scandinavia. and the Unitsd States. consists of sub
sidiary silver maintained at an artificial gold value. and these subsidiary coinages with 
an artificial value must. therefore be deducted from the total monetary stock of silver 
in Europe and America before we arrive at ths amount of such stock which can be 
affected by an increase in the annual supply of silver. The remainder, as will be Been. 
amounts to considerably les8 than 100,000.0001. in value. 

It is this portion alone. so far as money is concerned, which has to be taken into 
consideration when we desire to learn the effect of the increased. annual supply, or of 
the qiminution, if any, in the demand. . 

57. An increase in the supply of silver of the value of 10.000,0001 .... a year, 
such as has taken place duririg the last fifteen years, though comparatively unim
portant when considered as an addition to the whole stock of silver in tho world, or to 
the whole stock of silver money in the world, or even to the whole stock of silver mODey 
in Europe and America, becomes very important when considered as an addition to a 
stock considerably under l00,OOO.OOOl. 

Even tbis is an overstatement of the stock of silver subject to those influences. In 
many of the countries in which it is to be found, the existence of a forced pS,P6rcurrency, 
and the absence of free minting operate 80 as to prevent its having an ordmary market 
value. 

5S. In considering therefore the effect of an addition to the annual supply we must 
look to the proportion wbich it bears to the stock of unmpufactured silver aDd of coins -. 

• &t ligures in Part L, § lll. 
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ciTCUlating at their full value, rather than at ita relation to the total ~g stock of 
the metal. 

Even if it should be thought that, in order to arrive at the amount of silver which is 
affected by the inC1'ell84ld supply, we ought to take into consideration the silver used 
in the IU'ts as well as the monetary stock of silver, the small proportiollau. amount. of 
the monetary stock still remains a most important factor; and it must be remembered 
that the value of manufactured silver has been enhanced by the cost of manufacture to 
an extent largely exceeding its bullion value-a fact which diminishes the probability 
of its coming into the market as buJlj.on. 

It is also a material consideration that while there is evidence of the increased demand 
for gold for use in the arts in Europe and America, there is, according to Dr. Soetbeer, 
no such evidence in the case of silver. 

59. So far, therefore, as Europe and America are concerned, tlul stocks of silver upon 
which an increased supply or a diminished demand, can operate are proportionately small. 
and the increase of annual supply is proportionately large; whilst as regards demand, 
the actual use of silver in Europe and America, whether for monetary or for other pur
poses, has either decreased, or if it has increased. has increased very little. For the 
reasons to which we have referred in § 51 a comparatively small additiOIl to the supply 
maJ: l'roduce an effect upon the market quite ont of proportion to the extent of the 
addition. -

If then we consider Europe and America alone, there appear to be ample causes 
to account for a large fall in the gold value of silver, arilling from causes affecting 
silver. 

But it is of course to the East, and to the relation of the East to the West, that we 
must tum for a more complete answer to our question. It is Asia, and India in par
ticular, which always has been, and is, the great absorbent and user of silver; and it is 
in the t,rade with Asiatic countries that the divergence between gold and silver is most 
apparent, and its e1l'ects most strongly felt. 

It is obvious, therefore, that the East in general and India in particular, whose 
_ mints are freely opened to silver. ought to be the principal factors 1D absorbing any 
increase of supply and in preventing any considerable lowering of the gold price of 
ailver; and this is in fact what economists expected when silver fint began to fall. 

If we can find any cause or causes which have interfered with the operation of the 
Eastern demand, which have checked the flow of silver from the over supplied market 
of the West to the East, or which have lowered the value of the Indian silver currency 
when measured in gold, we shall have done much to show that the fall in the gold price 
of 8ilver is, like the fall in the gold price of other commodities, due in the main to 
causes affecting silver. 

60. One of the difficulties of the question has always Deen to know why a larger 
demand for .ilver in the East has not followed on ita fall and cheapened cost in the 
West. 

,When silver first began to fall, it was Baid that the East, whose mints and markets Reuons 
stood open to silver, would take the surplus silver, as it did at the time of the gold ~by &be fall 
discoveries, and that the gold price of silver would be thus kept at or near its former level. f!te val:. 

When it was found that this did not happen, the changes in the relative values of :0& ~ .. 
the two metsls were attributed by many to the appreciation of gold. For this, it was it 10 flow 
I13id, would account for a fall in the gold price both of silver and of commodities, but 10 &be East. 
would not necessarily cause any 1l0w of silver from the West to the East; and it was 
oousequently alleged by those who held this view that this appreciation of gold was the 
cause both of the lower gold price of commodities and of the lower gold price of silver. 

Bnt it is obvious on oonsideration that the same effect would be produced on the flow 
of silver to the East by a fall in the gold price of commodities and of silver, whether that 
fall was due on the one hand to the appreciation of gold, or on the other to causes which 
affected commodities and to similar causes which simultanecusly affected silver. 

Let it be aB8Umed that goods have fallen in gold price from causes affecting goods, and Fan of gold 
that silver has fallen in gold price in Europe from causes affecting silver. It is ohvious pri .... 
that as regards articles imported into Europe from the East, the English importing 
merchant would make no new profit by exporting the cheapened silver and importing 
Eastern goods, if for the goods he imports he were to receive a gold price as much 
lowered &8 the gold price of silver had been lowered. And as regards articles of export 
to the East. there would be no greater profit in buying and exporting the cheapened 
silver than in buying and exporting other English articles, such as cotton goods and 
iron, which hATe fallen in gold prioe as much as or more than silver. 

Xli 
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In examining the relation of commoditiee to gold, we have come to the conclusion 
that the greater part of the ~all in the gold, price of co~modities ill genemJ. and 
among them of the great articleI\ of t.rade" with the East, 18 due to causes tuuching 
the commodities rather than to an appreciation of gold. 

If, then, we are right in this oonclusion, the fall in the A'oJd price of oommodities 
arising from these oauses is itself the reason why the silver in Europe, thollgh chtlllpenod 
in its gold prioe from causes affeoting silver, has not been exported to the East, and why 
such export has not maintained or restored the former gold value of silver. 

The oalculations which were founded on a notion that a fall in the value of silver iu 
the West must send silver to the East, and redrees the divergenoe between gold and 
silver, have proved erroneous, not because silver has not fallen, but beclluse other things 
have fallen as much as or more than silver. It was assumed that other things would 
be equal, and they have not been equal. 

61. The above reasons go far to explain why the increased supply of silver in the West 
has not been drained off to the great reservoirs ,of the East. . 

But another cause whioh has probably prevented India from taking silver, and which 
has depressed the silver ourrenoy of lndia in terms of the gold currenoy of England, is, 
we think, to be found in the increased indebtedness of India to England OIl ourrent 
account, in other words, on the balanoe of liquidation between the two oonntries, the' 
operation of whioh on the gold value of the rupee is no longer cheoked by any bimetallio 
tie between the two currenoies. 

62. We have all of us come to the conolusion that the dissolution of the tie between 
silver and 'gold created by the bimetallio system of Franoe and the Latin Union distin
guishes the period subsequent to 1873 from former times, and has left other oausel of 
demand for, and supply of, gold and silver free to act. 

So long as tho ratio between gold and silver remained approximately stable, the two 
metals might practically be oonsidered one; and the relations of exohange between a 
country with a gold standard, such as England, and a oountry with a silver standard, 
such as India, did not differ in any essential particular from the relations of exchange 
between two couutries with a gold standard, snch as England and the United States, or 
England and Australia. A quasi par of exchange was established between the sovereign 
and the rupee, which though not absolute, as in the case of ooins of the same metal, 
fluotuated within narrow limits. 

The peouliarity in the case of England and India is, that, independently of the 
fluotuating balanoe of trade or indebtedness arising out of current commercial or 
financial transaotions, there is a oonstant flow of the precious metals, and espeoially of' 
silver, from America, as the country of produotion, and from England, as the great 
market for the precious metals, to India and the East. 

The result of this pecnliarity is that alterations in the transport of the precious metals, 
which between two oountries having equal acoess to them would be reoiprocal and 
alternate, show themselves in the oase of India in a greater or a less flow of silver to 
India, and only in a very extreme case in the entire stoppage or reversal of the f101Y. 

63. In the ordinary oase of two oountries having the same ourrency, the exohange 
is regnlatedby, the current state of liquidation between the two countriee. 

If England owes more than usual to the United States on account of bad harvests 
at home and an exoessive import of oorn, or if England has to make unusual 
remittances to Australia on account of large loans and advances for railways or other 
purposes, the effect is at onoe seen in the exchange, which alters in favour of the 
United States or of Australia. Bills drawn in London on New York or on Sydney are 
at a premium. Bills drawn at those places on London are at a discount. But this 
premium or discount oan 'llever exo~ed the cost of sending gold from London to those 
places. If there is a normal flow of gold from those places to England it will be 
cheoked, and may be stopped or reversed. The same thing would happen in the 
opposite direction, if these exports from the United States or Australia fell off, and if 
the payment of interest on money advanced by England oaused the balance of 
liqnidation to turn the other way. But in either oase it is the oost of remitting gold 
whioh limits the alteration in exchange. 

64. N~w on the assumption that we are right in our view of the operatioD of the 
bimetallic tie, the relations of England and India in regard to exchange were, during 
the operation of that tie, substantially the same as thoRe,pf England and the U niled 
States, or of England and .Australia. -. 
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Gold and silver were, for purposes of exchange, one metal; the varying balance of 
liquidation between the two countries would have the same effect on the exchange as 
it has in the cast) of countries having the same currencies; and its effect would be 
limited in the same manner, viz., by the cost of transmitting bullion, which in this 
case was silver, and which always, or almost always, as we have seen, travelled in 
the same direction, viz., from England to India. 

If India became more indebted to England upon CUlTent transactions, i.8., if she 
had larger remittances than usual to make to England, the effect would be seen in an 
alteration of the exchange in fa~r of England. The rupee would fall and the 
soverei.gn would rise. But as the two metals were tied together, this rise or fall 
would, as in the case of England and the United States, or of England and Australia, 
be limited by the cost of transporting bullion. If the Indian exchange had fallen 
beyond a certain point, it would have paid the Indian merchant better to export 
silver to England than to pay the premium. As a matter of fact the flow was always 
from England to India, and therefore the effect of an extreme fall in exchange was 
to check or stop the flow, not to reverse it. But it was the cost of transport which 
formed the limit of the fall of exchange. The onnce of silver being always capable of 
employment at a certain gold value in France, it would always be more advantageous 
to send silver to France or to keep it there, than to pay an eXC8BBive premium on 
exchange. 

65. But when the bimetallic tie was dissolved this state of things was altered. 
If the current indebtedness of India increased, if there were more remittances to be 

made by India to England than by England to India, the exchange would altsr as 
before in favour of England, but there would be no such limit as before to' the fall in 
the gold value of the Indian currency. 

The exchange might alter with the balance of liquidation until an increase in Indian 
exports, or other alterations in tHe conditions of trade, had satisfied the liability, and 
every increase. in the balance against India would show itself by a fall in the gold 
value of the rupee. 

(ju. It is not possible to state a complete account between any two countries so as 
to show, with certainty and accuracy, the balance of liquidation. All that can be done 
is to give certain known items, and in the case of Indio. these known items are so 
important, when compared with the unknown, as to justify some confidence ill the. 
result. 

The following would be the principal items in a complete account':-

LiabiUties of India. 
]. Imports of merchandise. 
2. Imports of gold and silver. 
a. Freights on exports, minus expenseR incurred in India. 
4. Private remittanoe~ of money and securities from India. 
S. Balance of remittances on Government account. 

Means oj Payment. 
6. Exports of merohandise. 
7. Exports of gold and silver. 
8. Private remittances of money' and securities to India. 

Of these items, those numbered 3, 4, and 8, cannot be procured at all; bnt they are 
. probably unimportant. as compared with the others, and there is no reason for 
thinking that they would materially alter the balance. 

As regards the other items, it is to be remembered that in taking those numbered 
1, 2, 5, and 6 from the Indian 9tati~tiCB, we include exports to and imports from 
silver-using countries, as well as to and from England and other gold-using c01lntries. 
But consideriug the comparative magnitude of the trade of India with England. and 
the importance of the item numbered 5 (viz .• Council Bills), these considerations 
will probably not affect the general results indicated by the figures in the following 
tahle. 

KS 
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67. These figures show that. so far as we can judge from the items comprised in 
them. the balance of liquidation has. since 1870. been constantly, though not regularly, 
IIgainst India; and if the above reasoning is correct, they give a reason why the silver 
currency of India has bt:(lome depreciated in terms of English currency, or in other 
words, why the rupee has fallen in gold value. They thus furnish an additional reason 
wl;1y the demsnd of India for silver has not been such 88 to colJnteract its fall in gold 
value in Europe; and why the Bow of silver to the East has been checked. 

H must not be supposed that India stands alone in respect of the change which we 
have pointed out in the growing J\alance of liquidation; but we refer to it heN as 
bearing upon the demand for silver for the purpose of remittance to that country. 

68. If our view is correct, it illustrates the real effect of the Indian Council Bills, 
which undoubtedly compete with silver as a mode of remittance. and thus have an 
immediate effect on the silver market. These bills indicate an increased demand for 
remittances from India to England. and tend to make the demand for such remittances 
exceed the demand for remittances from England to India. This excess is consequently 
shown in a fall in the eIchange value of the nlpee, not now limited as heretofore by 
the bimetallio tie between ~old and silver. 

69. It is not to be expected, especially with the imperfect data at our disposal, that 
the connexion between the fall in exchange, the balance of liquidation, and the 
different items constituting the balance, can be traced in detail in the sta.tistice. The 
various items which help to create the ba\a.nce of international liquidation are too 
many and too unoertain to make such a process possible. But there is enough in the 
above figures to show that the balanoe against India has been and is on the increase, 
and that the demands on India have not been completely counteracted 'by increase 
in her exports. 

70. Nor must it be supposed that the increase in the balance of liquidation, as 
shown in the exchange value of the rupee, indicates any permanent impoverishment of 
India. It only shows that for the moment the balance of liquidation is against her. 
Suoh a result would in fact he produced if the growing wealth of India enabled her to 
repay the capital of her gold debt with increasing rapidity. The causes which have 
led to the existence of an adverse balance of liquidation may, indeed, well have 
been such as to conduce to her eSRential prosperity, and enable her to discharge the 
balance with greater ease. 

71. The above are reasons for thinking that the greater part of the fall in the gold Conclusinn 
value of silver has been due to causes afJecting silver rather than to causes affecting ~., the foil 
gold, and this conclusion fortifies, and is fortified by, the conclusion to which we have f t!;e ""!oo 
already come, that the fall in the gold price of commodities is in the greater part :':n;~~~ 
due to causes which affect those commodities rather than to causes which affect gold. to eaWll!S 

aftectiDg 
72. So far as the fall in prices represents an appreciation of the standard, sil., ... 

undoubtedly we are in presence of lin evil resultin~ partly from currency changes, and 
partly from changes in the quantity of the precious metals produced. 

It is of the essence of a good standard that it should be as stable Bl! possible, 
11IId should llot ill itself be subject to causes affecting its relation to commodities. We Part I., § 9· 
have in the earlier part of the report pointed Ollt the effect of such instability on the 
relative position of debtor and creditor, and this is specially important ill the case of 
industl'lal enterprises where the same interest has often to be paid upon borrowed 
capita.!, even though. owing to the fall in the price of the industrial product, it represents 
a greatly increased burden. 

73. 'l'he arguments which have been adduced Bl! to the effect on trade and enter
prise of faninl[ prices are not wit hout their weight. We do not no~ice at this point 
the effects alleged to be directly produced upon prices aud industry in this country 
by the changE"] relations of silver to gold, although they are by Borne attributed to the 
appreoi .. tion of the latter metal. 

There are others who deny or doubt the appreciation of gold, but trace the same 
effects dil'tlCtly to the altered relation of silver to gold. 

It will be more convenient, therefore, to defer the discu~ion of this part of the 
case nntil we have dealt with the allegation that the fall in the gold price of silver 
has directly affected thE' prices ot oommodities produced in or exported to silver
using countries. 

K-l 
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74. Before proceeding to do this we m1l8t remark that any eOllseqllClltJell ariRing 
merely from an appreciation of the standard would be but temporary, though not 
necessarily limited to a short space of time. They would continue, indeed, to operate 
upon all engagements to !lay a fixed sull! at a futu~~ date, 110 l.>ng 811 thOl!6 engage· 
ments were ':lurrent. But as Boon lUI all pnce8 had adJusted themselves, as ultimately 
they must, to the new conditions, the evil wonld disappear. 

75. We pass on to consider the view which has been present~d to U8 that" thE' fall 
in the gold price of silver has resulted in a corresponding fall in the gold price of 
commodities produced in India, and of those which are exported to that oountry from 
gold-using countries. 

A fall in the gold price of silver having taken place, due to the combination of 
causes pointed out in § 198, it is obvious that a corresponding adjustment in the 
gold and silver price of Qommodities WIl8 inevitable. 

It is impossible that there could be, for more than a short period, a greater 
dilference between the silver price of a commodity, used in and exchangeable between 
silver and gold using countries, and the corresponding gold p'rioe, than would be 
represented by the cost of transferring the commodity from the silver to the gold-using 
country or vice Ver8a. 

Whenever, then., a fall takes place in the gold value of ~ilver. either the gold price 
of these commodities must fall, or the silver price must rise, or the adjustment mus~ 
be brought about by both these operations combined. 

76. If, however, concurrently with the fa,U in the gold price of silver, there were 
a fall in the gold price qf commodities, then it is possible that, while gold prices foll, 
silver prices would remaiI\ stationary. or that a fall would rE-Bult in both gold and silver 
prices, and that the adjustment would be arrived at by a commensurate difference' 
in the amount of the fall; and iIi the present instance this would seem to have been 
the case. 

77. It is not easy to arrive at an accurate estimate of Indian prices. They 
have, of course, varied much as regards particular commodities. The price of wheat, 
for example, has, owing to the failure of crops and other influences, risen gl'eatly at. 
times, and it has, from local causes, varied in different pllrts of the country. But there 
seems reason to believe that on tho whole the Hilver prices in In,lia, arl1 at I,hf' present 
time, a little, though not greatly, lower than they were. 

78. In the case of some important commodities, in the production of which India 
competes with gold-using countries. the fall in the gold price hall exceeded Lhe fall in 
the. gold price of s}lver; but the gol~ price of other comm?ditios produced in India, 
which are less subJect to the competltlOn of other countries, has not fallen to the 
same extent as that of silver. 

79. If the entire fall in the price both of commodities and of ~ilver had resulted 
from the appreciation of gold, the problem would be simple enough. 

In that case both silver and commodities must ultimately fall to the Rame extent, 
but we have already stated our reasons for thinking that the altered relation of 
gold to commodities and silver has not arisen alone or Chiefly from the appreciation 
of gold. . 

It follows that in 80 far as silver prices in India have remained stationary or 
fallen less than gold prices, other causes affecting the relation of commodities and silver 
respectively to gold must have been in operation. 

80. It is alleged that there is an intimate connexion between the fall in the 
gold price of silver and the corresponding fall in the price of commodities produced 
in and exported to India, and that the fall in the gold price of commodities has been 
brought about directly by the fall in the gold price of ~i1ver. 

More than one witness has stated that such a fall has been followed invariably in 
experience by a fall in the gold price of wheat, and it has been alleged that the 
two are connected as cause and effect in the maliner we have already indicated in § 75 .. 

81. The growth of wheat has largely increased iu India and ell!ewhere, and thus 
competition has become keener. Under these circumstances it is Baid that the Indian 
producer whose charges are payable in silver, and who therefore 'receives the same 
margin of profit so. long 88 the silver price remains the "ame, can afford, notwith· 
standing the fall in the gold price of silver, to sell at the fonner silver price (which, 
of course, means a lower gold pPice), and will not stand"OU~ for a higher silver price. 



81; 

82. We think, that when supplies of wheat are increasing and the competition of 
producers to dispose of it is keen, this tendency will exist, but it is impossible to: 
determine its force and etrect with any accuracy. 

It must be remembered that Russia, whioh largely suppliee the wheat market, has 
a currency which is greatly depreciated, and if the .fall in the gold price of silver 
tends to lower the price of wheat, it is not easy to see why the great depreoiation 
of the paper rouble should not have the same tendency. 

83. One witness who has bed great experience in the wheat trade, 'and who favours· Q.10,02i
the view that a fall in the price'<1£ silver tends .to depress the priCe of wheat, haa 
himself pointed out that it is only occasionally that the price of Indian wheat can be 
said to rule the market. This must depend upon the Ilxtent of the supplies from other 
wheat-produoing countries, as compared with those coming from India, as well as 
upon other circumstances. During the past year, for example, it is said that, owing 

• to an abundant orop, Russian wheat has been the principal factor in determining the 
market prioe, and it is manifest that, apart from other circumstanoes, an unusually 
good harvest in Amerioa might have the. same etrect. ..' . .' 

We think, therefore. that it is easy to exaggerate the influence whioh the fall in the 
gold price of silver has exerted upon prices. even assuming it to have had any such 
operation as is suggested. . 

84. We have already, in §§ 25-81, dwelt upon the reasons which satisfied us that 
other causes have largely conduced to a fall in the price of wheat, as well as of othel! 
oommodities. 

Even then, if the view we are discussing be well-founded, we think it would be fit 
mistake to attribute more than a very limited portion of the fall of, prioe to this cause. 

• 85. Even if it be admitted that it has had Bome operation, we think it by no means 
. follows that a rise in the gold price of silver would reverse that operation to the same 
extent. 

So far as it has soted, it. has been a cause working in the same direction as com
petition, and in oounexion with it; and it does not follow that, when acting' in the 
opposite direotion and against the force of oompetition, it would ,have an equally 
extensive etreot in the other direotion. . 

We have used the case of whea.t as an illustration, but so far as the same oircum
stances exist in relation to other commodities, the effect: would be the same. 

86. We paRS on to consider the prejudicial consequences which are alleged to have Alleged 
resulted from the fall in the price of Indian produce, especially of wheat" both by bounty 011 , 

t~ose wh~. attribute ~is fall to the.apprec!ation of ~old, and by thoa.e who connect it ~'::.~t:uc
dIrectly WIth the fall m the gold prlCe of SlIver. . It IS asserted that Its effect has been in lIldia, heat 
to create a bounty upon ~he produc~ion of wheat in lndia, and thus to act pr~judioially owing to 
upon other wheat-produclOg countrIes. fall ill 

87 . We do not think the term bounty is in any view properly applicable. If the exchange. 
silver price of wheat in India· is no higher than it was, its growth can be no more 
profitable, and there is, therefore. nothing to stimulate increased production. 

At the same time, it must be admitted that the Indian producer is for the time 
in a somewhat more favourable position than his English oompetitor. 

The elements which go to make up the cost of production in India being' payable 
in silver, and not havipg materially increased, the Indian produoer, supposing him to 
obtain the same silver price, is in substantially the same position as before, even 
although the gold price of silver has' greatly fallen. The gold price of his produce 
has fallen, but so has the cost of production as measured in gold. 

'rhe English wheat-grower, on the other hand, who receives the corresponding 
gold price, that. is. a lower price than before, is in a worse position, except so far 
aa he can reduce the cost of production in the same ratio al! the price of the product. 
That i8 to say. unless there is a fall in rent, taxes, wages. and the other elements of 
which the cost of production is made up. proportionate to the fall of price, he is at a 
disadvantage as compared with the Indian producer; and as it can hardly be contended 
that this adjustment has as yet completely taken place, there can ,be no doubt that 
the English wheat-grower is for the present placed at BOme disadvantage. 

88. In our opinion it is only to' a limited' extent that prioes can have been 
affected by. or. that the low price of agrioultural produce can be due to, the fall in 
the gold price of silver or the appreciation of gold . 

• H~ L 
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'~e depr8ll8ed· condition of agriculture is atleaat largely due w the other caTl. Bell 

to which we have, in the earlier part of the report, called at.tention; and it mWlt Dot 
be forgotten that it is only in one important description of agricultural produce that 
Indiaoompetes with this country • 

Eft"ectoUaU ,89. We have next to discuss the allegation that the price of commodities produced 
iD goldprioe in this country, and exported W silver-using countries, has been affected by the' 

I of silver OD fall in the gold price of silver. _ 
'.eSPOI~ Ita. from It is said that inasmuch as the Indian producer gets no higher silver price than 
Igou-UJmg 
I <OIlIItri... before, and the ryot is paid the same silver wages, they are not in a position to 

AI, for 
•• ",ample, 

OD eottoD 
goods. 

give more silver than before for the produce which they buy, and, therefore, cannot 
purcll&8e as much as before, UnlellB the manufacturer is willing to sell at the- same 
silver price, that is to say a lower gold price; and the result of this must be eithe1' 
a diminished sale of these imported goods, or the supply of an inferior article, or the' 
sale of the same article at a lower gold price. 

'Very serious complaints have been made of the consequences which are said to 
have ensued, especially to the trade and manufll.llt.ures of Lancashire. 

90. We do not deny that ftuctuations, in. the rate of exchange do. oonstitute to a 
certain extent an impediment to trade; nevertheless it appears that the trade between 
this country and India has increased largely in volume. ' 

But itia said that as the gold price of silver has continu.ed to fall, so the price of 
Lancashire goods exported to India and China has fallen in correspondence with it. 

InlU!much as it appears to be the fact, whatever be the true explanation of it, tlmt 
the Indian producer receives, notwithstanding 'lihe fall in the gold price of silver, no 
more silver for his produce than before, ana the wage-earner no higher wageR. we 
think that tl1ese circumstances, other things remaining the same, would have 8 tendency 
to reduce either the quality or the price of the goods exported to silver-using countries. 
or perhaps both. , 

The increl:l8ed volume of trade may be accounted for by an increase in the number , 
of wage earners and the purchasing power of the ooun'b'y. consequent upon its 
increased prosperity. and the' growth in its own' export trade. The opening up of the 
country by· means 'of railways. and the development of agricultural industry would no 
doubt enable a larger number of persons to purchase thEl,imported commodities. 

The fall iD 91. :But we think .it would be wrong to attribute the whole or anything like the 
thiBCasecan, whole fall in the prioe of Lancashire goods to such a cause 88 that above described, 
~ower"" b<I even if i~has had any substantial operation. . 
:::'u?:ted Many other factors have been at work. The cost of the raw material has diminished, 
for iD other and so has the expense of conveying' the goods to their destination, and considerable 
wa,.., economy has been effected, by improved machinery. in the cost of production. A given 

number of workers can now turn -out a greater product . 
.All these changes have conduced to enable the manufacturer. without any alteration 

of his position, to Bell to the ;I:ndian purchaser at a considerable reduction in price. 

92. In addition to this, those who have most loudly complained of the disastrous 
effect upon Lancashire industries of the faU in the gold price of silver, themselves 
attribute the unfavourable position of these industries in part to other causes, and 
notably to the enormous development of competition due to the large increase in the 
number of mills, which they allege has arisen from the working of the Limited Liability 
Acts. . 

93. 'Even if it be admitted that the depression of Irices may possibly have been 
intensified by the changed relation of eilver to gol • we think that it is mainly 
attributable to other causes; and it must be remembered that if the conclusion we 
have expressed as regards the depreciation of silver be well founded, the fall, in the 
silver price of important Indian products would, but for the faU in' the gold price of 
silver, Imve been considerably greater than it has been; 'and if so, the producer bas, 
by reason of tlmt faU, received 'more silver for his produce than he otherwise, would, 
. and has, therefore, been able to give 'more silver for imported goods than if no such 
fall had taken place.' , 

94. We have already pointed out that even upon the hypothesis we have been 
discusSing in the preceding §§, it must not be aBsumedthat II rise in the gold price 
of silver would be followed by an equal rise in 'the gold ~rice of Indian commodi&ies; 
and if it were not, the Indian producers; would receive less silver for the same amount 



• 
of produce, and it would not therefore necessarily fo!lo"w that 'they would 'be, abl., 
to pay a higher gold price for the goods they purchased., ' , 

95. So far as the fall in prices can be connected with' the currency, it, camiot be EvlJsattend
denied that it is attended 'Wlth great inconveniences., intr a ~aU of 
, It must tend to diminish the margin, of profit, or even to cause it to disappear :,:!.due 
altogether, and this necessarily results in an effort on the fart of the manufacturel' tiODl in the e 
to economise the cost of production by reducing the wages 0 the operatives. standard of 

Even if the manufacturers could succeed in reducing wages sufficiently to' maintain value. ~ 
their former position, this could' only be done after considerable struggles and, an 
amount of friction very undesirable., ' , 

It is true that real wages depend ,not on their nominal amount but' on their 
purchasing power, and that the wag, e-earning class may be in 'the same position as 
before, although they receive lower nominal wages.,', ' 

But this is not immediately obvious, and does not prevent the distUrbance oli trade 
and the ill-feeling which result from an effort; to reduce wages. 

Further, it seems by no means clear that there has been 8 fall in the price of all that ' 
the wage-earner needs, and upon, which his wages are expended, equivalent even to 
the reduction of wages which bas, in fa,ct, taken place.' , , 

96. Here again. however, we must beware of exaggeration. , 
There is always 8 temptation to refer all the phenomena which are observed to a 

single cause; bat, both lower wages and want of employment, which dopend' on the 
state of the labour market, must have beel!- affected by other causes besides the special 
one we are considering. All labour-saving inventions and the displacement of labour 
from other branches of industry, such 'as' agriculture, must have tended, for a time 
and until a complete adjustment has taken place, to lower the- rate of wages. 

97. It is not only in the manner which we have \reen discussing that the trade of Complaint. 
Lancashire is said to have been affected. Complaints are also made, as we have seen, ofin~ing 
that a part of that trade has been lost owing to the competition of cotton mills in :~:.on ' 
India, and especially at Bombay, which, it is alleged, have been unduly fostered by the cotton in- ' 
advantage afforded them through the lower gold'priCE'l of silver. ' , dnatry, 

We need not repeat the facts relied on, which are to be found in § 76 of our main 
report, where we have ~oirited out that tbEt question is, of a. very technical character, Report, 
and is still under couslderation by experts. Under thesecircJ,1mstances we are not Pm I. 
prepared to pronounce any judgment upon it. . , . " 

98. In concluding the expression of ourvie'ivs upon this part of; the ca.se,we wouta Impossibility 
observe that the character and mode of operation of the influence which the currency off~ , 
exerts upo~ pric,es are matters of e:m,-eme complexity, and have been the subject of :!J:~'::.e 
extended dIscussIon.' , as to the 

Extremely different views have been maintained and adhered to ,with equal tenacity relation 
by able ,and painstaking economists. Treatises of considerable length have been between 
written expounding these different views. " :';'ri"!.es 

We feel that it is quite impossible, without extending this report to ,an unl'easonable . 
and inconvenient length, to e:xhaustthe diaGuesion of the subject; All that we can 
do is to indi~ate the conclusions' at ''!I'hich we have arrivlld, alluding briefly to the 

. arguments whIch have been most prommently put forward,. , ' 
We are strongly impreesed willl the conviction that the'materials do nQt exist, and 

that the time has not arrived, for the ,expression of a confident opinion' upon these 
points. We offer our oonclusions as at Dest but an approxima.tion to the truth, and 
not 88 logical deductions resting upon the assured basis of asce~ined facts. 

, 99. We may summarise our conclusions upon this part pf the casEl as follows :-, We Conclusions 
think that the fall in the price of oommodities may be in part due to an appreciatiOIl .o.to faD of 
of. gold, but to what extent this has affected prices we think it ~mpos8ible to determine, =':Iies 
'Wlth any approach to accuracy. , , • 

We think, too, that the fall in the gold price of silver has had a tendency operating , 
in the same direction uilon prices; but whether this has been effective to any. and if 
BO, to what extent, we think: equally incapable of determination. ' 

We believe the fall to, be mainly due, at 'all events, to ,circumstance!! independent 
of changes in the production of, or demand (or. the precious metals, or the altered 
relation of silver to gold. 

As regards the fall in the gold price of silver, 'we think that, though it may be due 
in part to the appreciation of gold, it is Illaillly due to the depreciation of silver. 

Lll 
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, 100. We have hitherto been dealing with the .efJ'eets which ourrency ohanges are 
alleged to have produoed. upon t~e co!'lme~ of this c~>untry and of India generally. 

We now turn to oertam speCIal evils whloh are said to sfJ'eet the financial position 
of the Indian Government. Here we are on firmer ground. It is not neooeaary to 
make any detailed stateme~t of the oonsiderations ~earing upon this part of the 0&88, 
as they are fully set forth m ~ 103 and t~e follo,,:!ng §.§ of our main report. We 
have already made Bome allUSiOn to them In the dlBOUS810n of the results which have 
flowed from the fluctuating relation between gold and silver. • 

. ,. 
101. There oannot be two opinions as to the very serious efJ'ect which the continued 

fall in the gold prioe of lIilver has had on the finances of the Government of India. 
Unless ex'p~nditure b~ diminished ~very add~tio~al fall in ~he value of the rupee 

renders additional taxation neceBSary if s defiolt IS to be avoided; and even if it be 
trne that India has upon the whole benefited by the fall in the gold price of ailver 
that the oondition of her agricultural industry ha.e improved, and that eommerciai 
enterprises have prospered, this does not obviate the diffioulties of the Government. 

Even if, in consequenoe, additional taxation might in BOrne quarters be well borne 
it is not easy, if indeed it be possible, to devise means by which such additionai 
taxation should i.mpose a burden only on thoRe who are able to bear it. 

102. Weare fully impressed with a sen8jl pf the difficulties which surround the Indian 
Government, and of the serious questions to which any proposed additional tax must 
give rise. . 

It is not only the embarrassment which has already been caused to the Government 
of India that has to be borne in mind, but the impossibility of foreseeing to what 
extent those embarrassments may be increased, and, their difficulty augmented, by a 
further depression in the value of silver. 

We have no hesitation, then, in expressing the 'conclusion that the changes in the 
relative value of the precious metals are causinll: important evils and inconvenience to 
the Gove1'llment of. India, ~hich are well worth t~e ende!,v?ur.to remedy them, if a 
remedy can be deVised, which could be adopted without InJustlCe to other interests 
and without causing other evils or inoonveniences equally great. ' 

It must be'remembered, however, that if the view be correct that there has been a 
substantial fall in the value of· silver which has prevented the silver prices of Indian 
produce being as low as they otherwise. would have been, then to that extent the 
Indian taxpayer has escaped the increase of his burdens which would have resulted, 
assuming the taxes imposed to have remained the same. . . 

CONCLUSIONS AS TO 'rHE REMEDIES WHICH HAVE BEEN SUGGESTED. 

103. We turn now 'from the consideration of the evils attributed to the altered 
relation of gold and silver and to currency changes, to inquire whether any remedy 
can be found which would remove these evils, without bringing with it others, as great 
or greater, in their place. 

No meas~re has been suggested that claims to be anything like so complete and 
thorough a remedy as the adoption of the system known as bimetallism. . 

Objection has been taken to the UBe of this term on the ground that it does not 
accurately describe the nature of the system. It is 'unnecessary to discuss the justice 
of this criticism, 8S the term has been so generally employed to describe the arrange
ment which 'prevailed in the Latin Union prior to 1873, that it would only cause 
confusion if we were to adopt any other expression. 

104. We have described in § 116 of ,Part 1., what· are the essential elements of 
'a bimetallic system of currency . , . 

Before proceeding to discuss the merits and demerits of such a system, we would 
observe that we shall do so on the basis that this country would not be prepared to 
entertain the question of its adoption at all, unlll88 as part of an international arrange
ment to which the leading commercial nations of the world were parties . 
. No one has seriously proposed that England should, except as a party to such an 

arrangement, abandon her present gold standard, antl substitute a bimetallic one, and 
although some have maintained the position that if the Latin Union alone were to 
revert to their former practice, it would be efJ'ectual to achieve the object in view, the 
advocates of bimetallism are generally agreed, that the. ~e basis to be sought is such 
an international arrangement 811 we have indicated. • 
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We should, however, point out that they are noli agreed as to the inclusion o~ Positi,?D 
India in any snch arrangement. Its exclusion would be a singular anomaly. ,Its ofIndta, 
inclusion woulil provoke fresh and grave difficulties. . ", , 

Nor have we any means of ascertaining what view would be taken by .Australia and and of . 
other of our Colonies with reference to the formation of a bi-metallio union. .As Aj"tt:alaaiBD 
large producers of gold they might naturally take objection to it, and it would bo a co 001 ... 

serious matter to introduce a different, system of coinage in the ,mother country and 
our larger colonies. " 

• • 
105. We would further observe that if the question is to be entertained at all, it Ratio to be 

appearll to ,!S t~at iiJ should only be on th.e basis of, Ii ratio, between silver and dii.: 
gold, apprOXImating to the present. market ratio of the two metals. ' ' from market 
, It would not of course be practicable for obvious reasons to adopt, 8S the basis of ratio of the 
the arrangement, what happened,to be the market ratio at' the date fixed for its day. ' 
coming into operation. It would probably be thought desirable to take the average 
ratio of two or three years. . 

We will state hereafter our reaSODS for thinking that it would be highly inexpedient 
to adopt a ratio differing very materially from that ruling in the' market, and that to 
revert to the ratio of 15. to 1 formerlr in force in the Latin Union would be fraught 
with serious danger, not to speak of inJustice. 

We shall. for the present pursus'the inquiry upon the assumption that an inter
national agreement could be arrived at, under which the United Kingdom, Germany, 
the United States, and the Latin Union should be parties, tQ the adoption of a 
bimetallio system with a ratio approximating to the market ratio. , 

106. The first question that arises is, how far would such a.scheIIle remove the Ho": far 
evils to which we have drawn attention! such a 

The proved evils we take to be the following :-The inconvenience and burden to i:emeeo~d , 
which the commerce between gold and silver using, countries is subject, owing to for ~:m y 
fluctuations in the relative value of these metals; and, further; the difficulties in alleged evils. 
which the Indian Government is involved, owing, not only to the fluctuations in' the 
relative value of the metals forming the standard in this country and in the Indian 
Empire respectively, but also to the fall which has taken place in the gold price of 
silver, as well as the uncertainty and apprehension due to' the impossibility of fore-
casting the future position of that metal, and the extent to which its gold price may 
yet fall. ' . ' 

There are other evils complained of -such as the fall of prices attributed to the 
appreciation of gold, the alleged tendency in the fall' of the gbld price of silver to 
depress the prices of commodities produced in and exchangeable between gold and 
silver' using countries, and the further tendency attributed to this fall, to favour 
unduly the competition of India, aB against this country, alike in its internal commerce 
and in that with silver-using countries. These are, no doubt, worthy of grave con
sideration, as possibly arising from alterations of the currency. and of the relation of 
the preoious metals to one another, but we do not consider them as by any means 
proved. 

107. The first step towards answering the inquiry we have proposed to ourselves is Poosibilityor: 
to determine the subsidiary question whether a bimetallio arrangement could create IDJI:intsining . 
and maintain a stable ratio between silver and gold. ~Iy of the , 

We have already so fully Bet out the opposing views held on this point, that it will raUo. 

be sufficient, without examining them at any length, to state the conclusions at which 
we have ourselves arrived. . 

We think that in any conditions fairly to be contemplated in the future, so far as we 
can foreoost them from the experience of the past, a stable ratio might be maintained 
if the nations we have alluded to were to accept and strictly adhere to bimetallism, 
at the 8uggested ratio. We think that if in all these' countries gold and silver could 
be freely coimid, and thus become exohangeable against commodities at the fixed 
fatio, the market value of silver as measured by gold would conform to that ratio, 
and not vary to any material extent. 

We need not enter upon a detailed explanation of our reasons for entertaining this 
view. since they will be gathered from what we have already stated when discussing 
the causes of the divergence in the relative value of the two metals, and will be seen 
to. result, in our judgment, as well from a priori reasoning as from the experience 
of the last half oentury. . . 

La 
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lOS. We 'do no' deny that it is conceivable that these anticipations might. be 
falsified by some altogether unprecedented' discovery of one or other of the precious 
metals, and that the maintenance of a stable ratio might then become difficult. But 
for practical purposes, we think we. may.pnt this ~de .and reason~bly act on 'the 

, assumption that no such grave dislocating cause 18 likely to Brlse. We have 
already drawn attention to the fact that, during the time covered by ths grt'at 
gold discoveries, the production of silver continued ~diminishod, and that of 
late years, when gold is said to have been appreciating, the produotion of silver hall 

• increased. 

Fluctu&tioDl 
of escliaoge 
due to 
dilference of 
ltandard 
would be 
prevented. 

Etrect upon 
other evils. 

Enlargement 
orb .. i. of 
credit. 

Would not 
remedy the 
fall which 
haa already 
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109. We pass on then, to the next point. namely, 88Buming such a stable l'Iltio to 
be secured, what effect would it have upon the evils with which we have to deal' 

Fluctuations of exohange between oountries having a different standard, 80 far as 
they depend upon the varying relation of silver to gold, 'WOuld cease, and the 
perplexities and diffioultiee which now so severely beset the Indian Government 
would be at an end, subject to this qualification, that so far as the burden on the 
Indian Exchequer is due 110 the fall which has taken place in the gold price of 
silvcr. that burden wouldeontinue permanently. 

But it must be remembered that in the View of the lJidian Government-ilndupon 
this point we agree with them-this would involve leBS danger and evil, than the 
continuance of the present fltate of uncertainty with the risk of a future fall. 

110. As regards the other evils which we have claseed a8 possibly or probably 
due. to monetary changes, rather than as oonclusively proved to result from them,the 
adoption of bimetallism would not be without its effect. ' 

In so far 811 the faU in prices which has occurred is dul' to too appreciation of gold, 
we think its ooolltion would tend to check and, diminish, if Dot to, prevent, further 
depression of prices from appreciation of ,the standard. , ' 

If in any degree the fall in the price of commodities produoed in and exohangeable 
between gold and silver using countries respectively has resultea from the fall in the 
gold price of silver, this caUBe would cease to operate, and no ·furthBl' depressing 
influence could ensue from it when once a atable ratio between the iwo metals was 
established. . 

Finally, if it be true thall a fall in the gold price of silver unduly favours Indian 
manufaoturers in their competition for trade at home and with silver· using countries, 
there would be no extension of this fostering influence. 

Ill. We may point aleoto an advantage of a different charaoter which might 
perhaps arise, from the adoption of bimetallism. : 

There seems reason to believe that the production of gold has been diminishing, and 
it is uncertain whether this diminution has reached itA! lowest point. 

On the other hand, there is some reason to suppose that the use of that metal in 
the I'Irts ilj likely in the future to increase. There can be no doubt too that the popula. 
tion lind commeree of nations having a gold 'standard may be expected to increllse 
largely. . 

Under these circumstances it may be open to argument that the vast superstructure 
'of, credit, which rests upo~ a gold basis, would run the risk of bsing disturbed, if the 
standard were found to be appreciating. If, on the other hand, credit were founded 
on a bimetallic, instead .of a gold standard, the base ,upon which the fabric rests 
might be enlarged, and the danger to which we have alluded might be diminished. 

112. We have yet to consider whether the adoption of the bimetallio system, even 
if it did effect a cure of all or some of the evils, at present experienced, would be 
itself productive of mischief as great or greater. 

We have already pointed out that so far as the finances of India have suffered 
from the fall in the gold price of silver, the burden due to this cause would then 
become permanent. , 

It is also obvious that if, and in so far as, the gold price of commodities has fallen 
owing directly to the fall in the gold price of silver, that fall wonld, other things 
remaining the ssme, be permanent also, and the chance of some rise in these gold 
prices, due to a rise in the gold price of silver, would be lost. 

But if, on other grounds, the adoption of himetallism were deemed expedient, we 
should not reg8l'd this as a fatal objection, or as countel!1;lalancing the advantages to be 
obtained from it. ' ' 
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113. There a19 other reasons against its adoption, deserving' of far more serious FiD!,~ 
. d ti' posItion of eonBl era on. • '. ., ' , , the United 

, It is alleged that the position' of England as the financial centre 'of the world Kingdma 
depends greatly upon the fact that she haa, and. haa for a long time enjoyed. a gold. migh& be 
standard. ' a.i!~1ecl. 

This is no doubt strenuously controverted, and it is asserted by other authorities 
that the financial position of England is in no way bound up with the circumstance 
that she is monometallic, and that her standard is a gold one. 

We need hardly dwell upon the fact that the financial position which this coum;rx ... 
occupies is a. matter of immense ihiportanoe, that the risk even of interfering witli 
it. or of taking any course which could reasonably be expected to. affect it, is not to 
be lightly enoountere4; and even those who do not entertain grave apprehensions of &' 
disturbance of existing financial conditions, if we were to depart from monometallism 
and accept the bimetallic standard, cannot dispute the fact that the existence of such 
apprehensions is not to be treated, 88 a. .trivial circumstance, or one to be lightly 
regarded. ' 

The danger may be enhanced by the circumstance that the mere fact of one change 
llaving been made would lead to the apprehension :that others might follow. 

114. It has not been suggested by the advocates of bimetallisIIt that we ought" if Poesibility of 
that system were adopted, to prohibit contracts requiring performance by the payment :'.'trae.!u, 
specifically of one Or other of the precious metals; and in the present state of financial to ~y in 
opinion and practice it seems by no means certain that such contracts, if permitted, one or other 
would not be common. of the two 

The result of this might be not orily to cause some strain upon the bimetallic rlJlio, metals only. 
but to send gold to a premium, and to produce considerable financial disturbance. 

US" A further danger to be apprehended is that the nations who were parties to Danger. 
the bimetallio arrangement might not continue to adhere to it. . arisiog ~ 

It may be difficult to suggest any motives which should make it their interest to =~b!f 
seeede ; and it may be capable of proof th&t any country violating the international BOme of the 
oompact would subject itRelf and its people to loss and serious inconvenience. but, contracting 
unhappily, enlightened self-interest is not the only motive of the political action of Powers; 
nations, nor is self-interest always eulightened. A desire to infliot injury may often 
exercise as potent an inB.uence as self-interest, and the idea that the financial position 
of one country might be endangered with a resulting advantage' to other countries 
might well afford a sufficient motive for action. 

Any such departure from an international compact might indeed set this country 
free again to act as she chose, but if the result were' to' compel 'her, to revert to 
the system she had abandoned, she would undoubtedly find herself in a, position worse 
and fraught with greater evils than if she had maintained her existing standard. 

At present the aotion of this country is unfettered, and not' depeiLdent upon the 
course taken 'by any other Power. This condition' of f:reedom would !lease 88 soon as 
she became a party til an internu.tional agreement.' 

Dangers arising from this cause would be aggraTated if it· were found necessary, 
u.s we think it would be. to embody iII. an international agreement detailed stipulations 
with regard to the coinage, ourrency, or internal financial arrangements of the several 
countries joining in it. 

116. Another serious oonsideration is that the governments 88 well 38 the banks or from .. 
and finanoial, institutions of particular countries might, notwithstanding the existence tendency to 
of a bimetallic system, seek to' accumulate gold. It may truly be described as at hoArd gold. 
present the more esteemed metal of the two. There has certainly been a, tendency 
of late years to substitute it for silver 88 the standard,. and to use it to an inoreased 
~tent for currency purposes throughout the commercial world. With the single 
exception of the Bland Act in the United States, all recent changes in ourrency 
legislation have been in the direction' of, using gold rather, than silver for currency 
purposes. This faot shows at any rate Ii sentiment in favour of gold which may not 
be without its influence; and indeed beyond the mere sentiment, the superior con-
venience of that metal for'monetary purposes may tell in the same direction. 

117. In addition to this, the. apprehension that. the bimetallio arrangement could 
not be relied on as permanent, and the feu of secession from it, might operate 
strongly to induce bankers and finauciers to hold as large a stock as possible of gold 
rather than silver. This might causo a struggle for the possession of gold with 

L4 , 
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consequent financial disturbance, and with the result that nations who a1'8 accustomed 
to the use of gold for the actual purposes of ourrenoy, and who have enjoyed ,its 
superior advantages for that ~urpose, owing to its bulk bein~ lesa in proportion to ita 
value, might not be able easily to aDquil'e or retain all that Its people needed for these 
purposes. 

118. In this connexion, the experience of France IS, we think, very instruotive. The 
, table given in § 124 of the main report shows the coinage in that country from 1816 

to 1880. ' ' 
It will be observed that from 1830 to 1845 the ooinage of gold was almost replaced 

by that of silver, and from 1846 to 1865 that of silver again, to a great extent, by 
'that of gold. The continuance for a few years longer of the conditions which preVailed 
up to 1845 would apparently have resulted practically in the entire cessation of gold 
coinage in France. Even as things were, the result led to the existence of an agioon 
gold coins; and it seems probable that the most extended international agreement 
would lead from time to time, in some of the countries inoluded in it, to the existenoe 
of a premium on either the gold or the silver ooins; and it oannot be denied that 
an agio on any ipart of the ooinage would be a serious evil. 

119. ApprEihensions have been expressed that if ,a bimetallio system were adopted 
gold, would gradually disappear from circulation. If, however, the arrangement 
included all the prinoipal oommeroial nations, we do not think there would be any 
serious danger of suoh a result. 

Such & danger, if it existed at all, must be remote. lt is said, indeed, by some that 
if i'twere to happen, and all nations were to be driven to a system of silver mono
metalliem, the result might be regarded without dissatisfaotion. 

Weare not prepared to go this length, but, at the same time, we are fully sensible 
of the benefits whioh would aoorue from tbe adoption of a common monetary standard 
by all the oommeroial nations of the world, and we are quite alive to the advantage 
of ,the adoption by these nations of an uniform bimetallio standard as a step in that 
direction. 

, 
120. We have thus pointed out the advantages and disadvantages to be anticipated 

as the result of entering into the bimetallic compact suggested. 
We have now to weigh the advantages against the disadvantages, and to answer the 

question whether in our opinion the result of the change would, upon the whole, 
prove beneficial. 

I~ is oomparatively.eas1 to estimate 'with substantial accuracy the extent and force 
of evils or inconveniences of which we. have had experience. To weigh with just 
and accurate balance the possible dangers and evils that might result from a change 
isa very different .matter. They must be largely the subject of oonjecture. The 
opinions of economists and men. of experience in financial matters with respect to 
them have differed, arid are .likely to. differ. Even if not prepared to rate them 81 
high 88 some have done, we oannot question their reality. 

The change proposed is tremendous, and we cannot but .feel that to a great extent 
it would be a loop .in the dark. 

The publici mmd certainly is not prepared for it at present, and the very novelty 
of the proposal would exoite apprehensions, which, in themselves, might not be 
without their danger. ' . 

We speak of .the novelty of the proposal, becauSe, though it has been for some 
years publicly advocated with great ability and earnestness, it has not found anything 
like general acceptance, and those accustomed to the existing system have often been 
dispos!,d to put it asi?e as a chimerica~ proposal,.unworthy of, serious ~nside~ation. 

Under all these clrcumstanoes, whilst fully IIllpressed With the difficultl6B of the 
present situation, and more especially with those which affect the Government of India, 
we are not prepared to. recommend that this country should prooeed to negotiate with 
. other nations a treaty embodying a bimetallio arrangement. We feel that the matter 
needs muoh more disoussion and consideration in the financial world, and by practioal 
men, than it has yet received, and that we are not in a position to advise with any 
oonfidence that the ohange could be made safely, or without the risk of creating 
evils exceeding those which we at present experience. ' . 

121. We have hitherto discussed the subject on the~umptioD of a bimetallic ratio 
approximating to the present market value of the metalS. 
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We have now to state our objections to the proposal that this country should ObjectioD8 
agree to a bimetallic arrangement with the old ratio of 15t to 1, which differs so 10 .... verti~g 
widely from the present market ratio. to the ratio 

It is said indeed by some of the advocates of bimetallism that this is the only of 15;.10 I. 

ratio at which an international agreement could be secured. We do not thmk it falls 
within the scope of the reference to us to express any opinion upon the point; nor 
have we the materials for forming one. 

But though we appreciate the difficulties there might be in inducing BOme nations 
to concur in any other ratio, it does not appear to us clear that when all the 
circumstances were considered, and future possibilities taken into account, they would 
necessarily reject a bimetallic ratio much more nearly approximating the present 
market ratio, if there were no hope of securing the result they desired. 

122. Reverting to our objections to the ratio of 15t to 1, we would observe that Difficulty of 
doubts may be entertained whether it wo'uld be possible to restore and maintain main~Diug 
permanently a ratio 80 much at divergence with that which at present exists in the ~=D~ 
market. from the 

Even if it be admitted, that supposing the Latin Union had continued acting as they existing 
did before 1873, silver would never have fallen to ita present gold price, it dOeS not ma~k.t 
necessarily follow that the divergence having arisen, and men's minds having been raUo. 
aft'ected by it, a recurrence to the free coinage of silver, even within a more extended 
area, would necessarily restore the former conditions. 

We do not, however, dwell upon this point, and will assume for the sake of argument 
that a stable ratio of 15t to 1 could be maintained: • 

123. We will treat of the effect of a bimetallic system at such a ratio, first, ppon 
the interests of this country, and next of India. 

If the Ilffect of the currency changes made by other nations within the last Effect or.. 
20 years, coupled with the changes in the production of the precious metals, have ratio of lot 
produced an appreciation of gold resulting in a fall of prices, the result of adopting ~ J. on 
bimetallism at the suggested ratio would be to cause a rise in the price of these n 18. 

commodities, and thus, by an act of the Stste, to alter the relation of debtor and 
creditor, and of those who have entered into commercial contracts. 

This rise might be sharp and serious, and lead, as such rises not unfrequently do, 
to serious commercial confusion and disaster. It might also diminish the purchasiug 
power ot wages without, for a time at any rate, increasing their nominal amount. 

124. Such a measure would be manifestly unjust. It may be said that it would Injustice of 
only be reversing the process which ha& been going on; but those whose position has dm~re 
been altered by the fall of prices are not the same persons as those whose position ar~:;nJ:rse 
would be affected by the rise; and it is one thing to have to submit to conditions of price .. 
which are the result of causes eutirely outside the action of the State, and another 
to be. called upon to endure loss resulting from its interposition. 

125. We do not dispute that all monetary relations and liabilities are entered into 
and incurred subject to such alterations of the currency of the country as the public 
advantage may demand, and that to any inconvenience, resulting from a change 
dictated by those motives, the subjectsof every country must be liable. 

But so far as this change is advocated, as it is by many, on the very ground 
that it is calculated to raise prices, we should object strongly to State interference 
with the currency with any such object, and should think such artificial raising of 
prices an evil, even if the change were made for other reasons. 

If currency changes need to be made Ifor the public weal, inasmuch as they must 
involve inconvenience or loss to some, it appears to us tlult justice requires that the 
change should in nowise transcend the necessities of the ease, and that the loss or 
inconvenience should be rendered as small as possible. 

. 126. Even those who are not disposed to attribute the fall in the price of com
modities which has marked recent years entirely, or to any great degree, to monetary 
ohanges must admit that such an alteration as that proposed would be likely for a 
time, if not permanently, to cause a serious disturbance of prices. The very fact 
that many people anticipate a great rise of prices from such a change would of itself 
tend, for a time, to bring about that result. 

127. Another consideration which we think deserving of very great weight is this. Dang ... 
If such a ratio 'were adopted, all the dangers to which we have drawn attention, already 
as possibly connected with the adoptiou of a bimetallic system, even at the existing ~:Mt 10 
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nlcnsifie,1 market ratio. would be much incrt1ased. The risk of 8 struggle for gold. of endeavolIl'8 
,~ n ratio to accumulate that metal, of a temptation to break away from the agreement. and of 
,j'15! to 1. the other causes of financial distul'bance upon which we have dwelt, would be greatly 

intensified. 
elf"c! UpOD 
~~nglaDd 88 
, creditor 
~ouDtry, 

128. It must be remembered too that this country is largely 8 creditor country of 
debts payable in gold, and any change which entailed a rise in the price of commod'ities 
generally, that is to say, a diminution of the purchasing po~!"r of gold, would b. to 
our disadvantage. 

\Dd upon 129. The interests of our Australian and other gold-producing Colonies, at which 
lbe Colonies, we ha.ve already glanced, must also be considered. Their deposits of gold are one of 

their princip~l sources of wealth, an~ any mea8ur.e.whi~~ te~ded to ~heck gold-mining 
or to depreciate that metal would, m all probability, mlUrlou>iy aftect the prosperity 
of the Colonies, and re-act upon the trade of the mother oountry with them. 

,nd upon 130. Turning next for a moment to the special dangers to India, which might 
~~~l:lIition result from adopting tdh1is bratio, w~ wo~ld remark that although the Government of 
Government India would undoubt.e yea gamer, 1n so far as the burden of its gold debt would 
,flDdin. be diminished, yet there would be at least a serious risk of Bubstantial mischief to the 

:-Difficulties 
'of tbe 
~Government 
,f India 
leserving 
If serious 
··onsidcra-
;ion. 

Remedies 
)ther thaD 
~;metanism. 

people of India. . 
If there be any truth in the theory that the fall in the gold price of silver hilS 

depressed gold prices, the silver price remaining stationary, we have pointed out 
our reasons for believing that it by nd means follows that ~ rise iu the goldJrice 
of silver would crflate an equal rise in the gold price of commodities. And' the 
gold price of commodities produced in India did no~ rise to the same extent as the 
price of silver, the Indian producer would receive a lower silver price for his com
modities, while he would remain liable to the same taxes and charges as before. 
This would be the case also, if the view we have indicated be correct that the fall in 
the gold price of silver is due maiuly to the depreciation of silver. 

Any change having the .effect of lowering silver prices, while taxes and charges 
remained unaltered, might occasion serious discontent, and if it were Been to be a 
consequence of political act,ion, it might create political dangers as grave as any that 
are likely to result from a continuance of the present conditions. 

Further, if it be true that cotton manufactures in India have been fostered and 
stimulated by the fall in silver, it would be a serious matter, and certainly likely to 
engender great discontent, if by an act of the State, the manufacturing induetry thus 
created were seriously hampered if not destroyed. 

131. We have already intimated our doubts whether the advantages to Indian 
producers, or tlie disadvantages to English producers, alleged to arise from recent 
currency changes have been proved; imd our still greater doubts whether, if they do 
exist, they would be removed by taking measures to return to the 8tatus quo. But on 
the assumption that they would be so removed, we desire to express our opinion that, 
so far as the measure in question has this object in view, it would be questionable, 
in point of justice and policy, for this country to take from India by legislation any 
benefits the latter may have derived from changes in the value of precious metals 
which are in nowise due to such legislation. 

132. Although we have not felt ourselves able to recommend that this country 
should enter into negotiations with the view of establishing a bimetallic system of 
currency, we have indicated that we are fully sensible of the considerations which 
have been urged by the Government of India; and we think that every proposal which 
seems calculated to diminish these difficulties, and to ease the existing situation, i8 
deserving of very careful consideration, and that an earnest endeavour should be made 
to adopt any which should appear to promise substantial advantage without the risk of 
greater evils. 

133. We have already given our reasons for thinking that 80me of the proposals 
presented to us, such as those discussed in §§ 167 and 168 of Part I., are impracticable, 
and it is not necessary to dwell further upon them. 

The proposition to est.ablish a gold standard in India is deserving of more serious 
consideration, but it cannot be disputed that there are formidable difficulties in the 

, way of its adoption. . . 
We think, however, that in the consideration of this, or any other 'proposal of Indian 

legislation, for removing the difficulties of that GoveI'llIllent., the Interests of India 
should alone be considered. While we cannot recommend that the mother country 



In 

should run any serious risk in altering its system of cUlTency in order to assi.et t~o 
dependency, we think that the Government of the latter should, be allowed a free hand 
to deal with the problem as it considers best in its own interest. 

134; Bef?re p~g ~ to other proposals there is one which we recoinmend for !r!h":!r 
adoption WIthout heSItation. piate dul,y, 

We refer to the abolition of the duty on silver plate, to which we have drawn attention Report, 
in § 173.W e do not suggest that it is likely to have any very extensive result, but, so Part I, 
far as it operated, it would be beneficial, and a step in the right direction. 

135. We pass nQW to other prePQsals Qf a practical charaoter. 
In our opinion it, might be worth while to meet the great commercial nations on Negotiation, 

any proposal which would lead to a more extended'use of silver, and so tend to prevent with o~.r 
the apprehended further fall ,in the value of that metal, and to keep its relatlon to gold ~uhDtfle~ 

J 
_a~ 

more stab e. ' to a larger 
Such negotiations would probably be in the direction of an agreement that each roiDage of 

nation should annually coin a certain amount of silver. It would not beel!Sential to .ilv.r. 
Buch a scheme that the amount fixed should be the lIame in every country, but the 
quostion might, no doubt, be raised in the negotiations for such an agreement that, in 
those countries where silver is Ilot now legal tender to an unlimited amount, it should 
be made so to a. greater extent than at present. Any such proposal would have 
to be considered in relation to .the extent of. , the suggested U!.orease and the amount 
of silver agreed to, be coined. 

136. The real difficulty' of the present situation lies in the position of the Govern
ment of India' on the one hand,. and of the foreign nations whose currency consists 
in a large part of silver on the other. 

The nations forming the Latin Union are large holders o( silver, and are greatly 
interested in main~a.ining its value. It is possible, moreover, that India, in order 
to ohviate the difficulties from which she at present suffers, may determine, as she has 
already proposed, 'to"follow the example of the Latin Uniop, .~~ ~e,her ,mints, a 
measure which 'would still further depreciate the value of silver. 

If this course were adopted the States of the Latin Union, as large holders, of that 
metal, might be seriously affected; and it is worthy of consideration whether foreign 
Governments might not be approached with a view to ascertain whether they would 
o{len their mints to a greater extent than at present to the coinage of silver, for a 
glVen term of years, on an undertaking from India that she would not close her. 
mints during the same period. In order to assist such an arrangement we think 
that {lart of the bullion in the Issue Department of the Bank of England might be 
held In silver, as permitted by the Bank Act of 1844. 

Weare aware that a similar Buggestion made in 1881 was not accepted, but the 
possibility that India may follow the example of the Latin Union in closing her 
mints may render the countries forming that combination more disposed to entertain 
the proposal. 

137. We think that the best suggestion in relief of the tension of the existing I •• ue of 
situation is to be found in the issue of small notes based on silver. These might BmaJI Dote' 
heooI!le the substitutes ,for the balf-sovereign, and if they came into general use, b~.ed on 
they would afford 'a remedy for those difficulties in relation to that coin to which • v.r. 
public attention has been prominently called. , 

Twenty-shilling silver notes might also be issued. If these 1Vere put into circulation 
they would probably pass largely into use, without any alteration of the law of legal. 
tender; and we are inclined to think the Mint or Bank might safely be required to 
issue such notes to Some fixed amount, in exchange for silver bullion taken at the 
average market price; or the Government might issue them upon condition of 
retaiuing silver capable of being coined into an equal number of shillings. The 
market thus opened for silver might check the deoline in price of the metal, besides 
producing an eoonbmyin the use of gold. 

We are quite aware of the objection which has been taken to the issue of small notes 
on the ground of the great expense which would be incurred, if the system at present 
adopted by the Bank of England with reference to its existing bank notes were applied 
to these smaller issues, and of the danger of forgery if this system were not applied; 
but when we consider the enormous note circulation for small amounts current in the 
United States, we osnnot but think that these apprehensions are excessive, and that Experience 
the difficultitlll in the way of issuing such notes cannot be insupel'Sble. The facta with of the Unilf'< 
regard to the issue of silver certificates in that country to which we have called ~t!:'.":"":;:"ct. 

Ill! 
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attention in § 126 of Part I. of the Report, throw an important light upon t.ho fL'88ibility 
of the proposal we have been dillCuEsing. 

• 138. Though unable to recommend the adoption of what is commonly known B.8 

bimetallism we desire it to be understood that we are quite alive to the imperfections 
ot standards of value, which not only fluctuate, but fluotuate independent)y of each 
other; and we do not shut our eyes to the possibility of future arrangements between 
nations which may reduce these iluctuatiollB. ; 

One uniform standard of value for all commercial countries wonld no doubt, like 
uniformity of coinage or of standards of weight and measure, be a great advantage. 
But we think that any premature and doubtful step might, in addition to its other 
dangers and inconveniences, prejudice and retard progress to this end. 

We think also that many of the evils and dangers which arise from the present 
condition of the currencies of different nations have been exaggerated, and that BOme 
of the expectations of benefit to be derived from the changes which have been 
proposed wonld, if such changes were adopted, be doomed to disappointment. 

Under these circumstances we have felt that the wiser course is to abstain from 
recommending any fundamental change in a system of currency under whioh the 
commerce of Great Britain has attained its present development. 

All which we humbly submit for Your Majesty's gracious consideration. 

GEO. H. MOBB.A.Y, Secretary. 

October 1888. 

(Signed) HERSCHEI.I. 
C. W. FREMANTLE. 
JOHN LUBBOCK. 
T. H. FARRER. 
J. W. BIRCH. 
LEONARD H. COURTNEY, 

• 

In signing this Report we must take exception to § 137. No evidence was,taken by 
the Commission with referenoe to a small note issue, and numerous questions and 
doubts occur to us as to the soundness of such a scheme. 

As the Report simply makes the suggestion without entering into details, we do not 
consider it . expedient that two members of the Commission should set out the grounds 
of their dissent. We therefore confine ourselves to the simple statement that we do not 
agree with our ilolleagues on the above point. 

With reference to § 135 we think that, if any change is introduced in the amount for 
which the silver coinage is made legal tender, the State shonld undertake to exchange 
it for gold, if required. 

We feel also grave doubt as to § 107 of the foregoing Report. In France, as stated 
in § 124 of the main Report, the coinage of gold almost entirely ceased in 1841-45, 
and that of silver in 1861-65. The powerful combination known as the Latin Union, 
'and comprising France, Italy, Belgium, and Switzerland, have not considered it 
possible to keep their mints open to the coinage of silver, and the ratio haa fallen from 
15t to 1 to 22 to 1. We must, moreover, consider the very large WIll of gold in the 
art.6, E'8timated in § 41 at upwards of 12,OOO,OOOZ. a year: .. . 
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No doubt the adhesion of England, Germany, and the United States, would be 
a very important addition of strength, and we do not deny that Buch a combination 
might for II considerable time be able to maintain the ratio adopted. Having regard, 
however, to the great nncertainty as to the probable future production of the mines, 
tht' large nse of the precious metals in the arts. and to the number of countries which 
would still remain outside thl! combination, we doubt whether any given ratio could be 
permanently maintained. ' 

This doubt seems to be supported by the view expreSBed in § llS of the foregoing 
Report. 

• • 
In considering the expediency of any international agreement, it must also be borne 

in mind that our banking al'Tllngements and currency requirements are very different 
from those of other countries. 

(Signed) JOHN LUBBOCK. 
J. W. BIRCH. 

I wish to add for the sake, not of dissen~, but of distinctness, that I do not believe 
that the ohange in the relations between gold and silver currencies has lowered English 
prices. 

(Signed) T. R. FARRER. 

IIfB 
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PART m. 

1. We concur generally in that portion of the foregoing Report which is devoted 
to a statement of the facts relating to the sub,ect of our inquiry, and of the various 
ILl'guments which have been advanced in conneXlon with them. 

2. We also conour in the opinion expressed in §§ 192-198 of PILl't I. of the H.eport, 
that the primary oause of the recent changes in the relative value of the precious metals 
is to be found in the abandonment, by the countries forming the Latin Union, of the 
free coinage of both metaJ.s into legal tender money at a fixed ratio. 

3. Eut in oonsidering the extent of the evils or inconveniences whioh have resulted 
from this step, and the possibilities of removing them, as well as those which may 
be expected to arise in the future if no remedy is applied, the. divergence of opinion 
between our colleagues and ourselves becomes so marked that we have felt it necessary 
to draw up a separate statement of the conclusions to which we have been led. 

EVILS ARISING FROM THE CHANGED RELATIONS OF THE PRBClOVS MBTALIl. 

Nature and 4. To the enumeration of these evils which is contained in §§ 4-16 of Part II. of 
evilsx~ent ~f. the the Report we 'have little to add. 
e IIl"IlIIng 
fl'omchanged They are:-
;:l~~:: of (a.j'·'rhell:vilB arising from fluctuations in the relative value of the two metals, 
silver. which-

, Fluctuations 
in .exchange. 

• 

1. Hamper the course of trade between gold and silver using oountries ; 
ii. Stimulate abnormally the trade between silver.using oountries to the 

prejudice of gold.using oountries; 
lll. Disoourage the investment of oapital in--and consequently retard the 

development of-silver-using countri~8. 
(b.) The evils arising from the progressive and continuous fall in the gold prico of 

silver, which, by its effects upon the exchange between gold and silver using 
countries, places the producers and merchants in the former country at a 
disadvantage as compared with those in the latter. 

(c.) The evils arising from a fa.ll in the gold prict's of commodities, so far as such 
fall is due to monetary causes. . 

(d.) The special evils which affeot India. 

5. From the Report of our oolleagues we gather that in their view the existence of 
some of these evils may beconllidere(L .as.satisfactorily proved, but that as regards 
others, while admitting the serious character of the allegations which have been made, 
they do not by any means consider them to be proved, and they are consequently 
not prepared to express any decided opinion upon them. 

We cannot therefore refrain from recording our conviction that the gravity of the 
evils above se. forth has been much under-estimated in the foregoing Report, and that 
they do constitute such an impediment to the material prosperity both of this country 
and of India as urgently calls for a remedy. 

Evih arising from Fbuctuatiuns Vn. the Relative Value of the Prooiou8 Metah. 

6. Taking first the evils resulting from fluctuations in the exchange between gold 
and silver using countries, we agree in the views expressed by our colleagues in § 9: 
"Everything which hampers complete freedom of' commercial intercourse between 
" two countries, or which imposes on it any additional burden, is undoubtedly an evil 
" to be avoided or removed if possible. If therefore a remedy could be devised to 
" accomplish this end without involving the risk of other disadvantages, there cannot 
" be two opinions that it would be worth while to apply such a remedy." 

We shall, at a later period, indicate a remedy which, in our opinion. fulfils the above 
condition. - ... 
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Evi18 affectimg IntUa. 
7. We also concur in the view taken by our colleagues of the gravity of the evils Poo!&ioD of 

which affect the Government of India, and which. they sum up in the following IDdia. 
words (§ 102):- . 

"We have no hesitation t~en in expreBSing the conclusion that the changes in the 
value of the precious metals are causing important evils and inconvenience to the 
Government of India, which are well worth the endeavour to remedy them, if a remedy' 
can be devised which could be adopted without injustice to other interests, and 
without causing other evils or incon'vtl~iences equally great." 

8. It is, however, under the two remaining heads that the principal divergence 
between our colleagues and ourselves arises. 

In our view a .large proportion of the evil effects which are produceli by changes in 
the relative value of gold and silver result from their action upon the internationa.!. trade 
between gold and silver using countries. 

Evi18 arising from Fall m the Euhange betwBfm Gold QRId SiTmer using Oowntries. • 
9. Any change in the relative value of the two metals must be accompanied by a Fall iD ex-

corresponding change in the prices of commodities measured by them. change. 
In the present esse there has been a fall in the gold price of silver, and this has 

been accompanied by a general fall of gold prices in this country, where gold is the 
standard. 

In India, on the other .hand, wbere, in the opinipn of nearly all the witnesses. whom 
we bave examined, tbe purcbasing power of the rupee continues unimpaired, the prices 
of commodities measured in silver remain practically the same. 

We have no evidence to show that silver bas undergone any material change in 
relation to commodities, although it has fallen largely in relation to gold; in other 
words, the same number of rupees will no longer exchange for the same amount of 
gold as formerly, but, so far as we can judge, they will purchase as much. of any 
commodity or comm'odities in India 8S they did before. 

It is easy to perceive the effect which this fact must have on all transactions and 
remittances passing between the two countries, 8S well as . on the interests' of the 
producers and exporters of commodities in both. 

It is commonly, alleged that it gives to the Indian exporter of commodities to 
England an advantage over his competitor in England, which is saiel to be equal in 
effect Lo a bounty on his exporte; while it places the English exporter of commodities 
to India at a disadvantage, which is said to be equal to the loss that he would suffer 
by the imposition of a oorresponding duty on his exports. 
. We believe that, subject to the qualifioations which we aftex'warils express, ·there' is 
muoh force in both of these oontentions. . 

The most familiar, and, perhaps, the simplest illustration of our, meaning may be 
found in the effeot of the exchange on the export of wheat from India, and on the 
relative position of the growers of that commodity In either country. 

If, when the gold price of wheat is 408. a quarter, the rupee, meal!]11'8d in gold, is 
. worth 28., the producer of wheat in India will receive 20 rupees for 110 quarter of 
wheat. 

If the gold price of wheat then falls 25 per cent. to 308. a quarter and the gold price 
of the rupee falls 25 per cent. to Is. 6d., the Indian producer will still receive 
20 rupees for his quarter, and they will purohase as muoh as they did· before, because 
prioes in India have remained praotioally the same. . 

'l'he position of the English grower, on the other hand, is materially changed. 
He will only receive 308. instead of 2/., and unless all other prices have fallen in the 

SlIme proportion, he must be a loser. And the precise measure of his loss will be the 
difference between the purchasing power of 308. at the present time and the purchaaing 
power of 21. at the former period. 

If then the English and the Indian producer were competing upon equal terms, 
before the fall in the exchange occurred, the result will be to largely reduce the profits 
of the former and to leave the latter exactly where he was before. He is able to take 
the lower price of 30". a quarter for his produce, instead of 408., without loBS· to 
himself, and the market price of wheat in England is thus unduly depressed. 

A similar result ensues in the case of articles which are sent from England to silver
using countrieR, as for instance, in the case of ootton goods exported from Lancashire 

1114 
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to India, where the effect of the fall in exchange is equally injurious to the English 
manufacturer. 

For example, cotton goods \\l'e sent to India, for which, in order to make a pro6t. 
the English exporter must receive a certain sum, 88y, 10,OOOl. . 

With the rupee worth 28., 10,oool. is realised by the payment of Re. 100,000. 
With the rupee at la. ad., Rs. 133,333 are required to realise that sum. 
Will the Iudian importer give this greatly increased price for precisely the Bame 

article as he bought before? . , 
Obviously DOt, because prices in India, as we have seen, remain the 88me, alld the 

English manufacturer is in consequence obliged either to take the 88me silvl'r price 
as formerly, viz., Rs. 100,000, which means a greatly lowered gold price, viz., 7,500l., ' 
or not to sell at all; and in either case he undergoes a loss which must be traced 
directly to the fall in the gold price of silver. 

The in~ustries which, have suffered most ~om the fall in the exchange ar~ naturally 
those ':VhlCh are most dll'ectly connected, WIth t,he t~e bet~n gold.and silver using .' 
countnes, such, for example, as the cotton and the agrIoulturalmdustrles of the United 
Kingdom. 

We are not prepared to BaY, and it is not our view, that the fall in exchange can 
operate permanently as a bounty on Indian exports, or as a proteotive duty against 
imports; but it is obvious-

First, that the loss which it occasions to the produoer in gold. using oountries, 
whatever that may be, must continue to operate until there has been a general adjust.
ment of the prices of commodities, or in other words, until all prices and all the 
incidents of production have o.n an average fallen in the Bame proportion. 

Secondly, that the measure of that loss is the difference between the purchasing 
power of the higher price received for commodities before the fall and that of the 
price received at present; and 

Thirdly, that the date of lIuch a general adjustment is unoortain, but will probably 
be remote, and may be postponed for an indefinite period of time. 

Evila arising from the Fall of Gold. Price,. 

Fall in gold 10. We have lastly to consider the evils arising from the fall in the gold prices of 
prices. commodities. . 

The fact of a general fall of prices, or in other words, of an increase in the 
purchasing power of money in countries using a gold standard, can hardly be disputed. 
On this point we need only refer to the tab\es of index numbers given in § 49 of 
Part I. of ,the Report. 

n. In § 47 of Part II. our colleagues express the view that II the greater part of 
.. the fall has resulted from causes touching the commodities rather than from an 
.. appreciation of the standard;" and again in § 99, " we believe the fall to be mainir. 
.. due, at all events, to circumstances independent of changes in the production 0 , 

•• or demand for, the precious metals, or the altered relation of silver to gold." 
From this view we feel bound to dissent. The importance of the question, whether 

the incapacity of the existing stock of gold to meet the currency requirements of the 
world arises from the fact that those currency requirements are increasing through 
the growth of commerce and of population, or through the monetaty policy of 
particular nations, may easily be exaggerated. In our opinion it is almost inlpossible 
to distinguish between these two sets of causes. A great increase in the production of 
commodities means a great increase in wealth, and would ordinarily be attended with 
an increased demand for the standard metal. The prices of some commodities would 
fall because they were produced in increasing quantities; the prioos of commodities 
generally would tend to fall because there was an increased· demand for the standard 
metal, and there are no meaDS of. saying how much of the alteration in' price in any 
particular case is due to increased production and how much to increased demand for 
the standard. 

In any case, however, we differ from the view taken by our colleagues, to which 
we have above referred, for the following reasons :-

In the first place we find no proof that the supply of commodities generally has 
increased, Qr that the cost of production has diminished at a greater rate in the years 
which have elapsed since ilie rupture of the bimetallic par than was the case in perioda 
of like duration antecedent to that date. -. .. -
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On the contrary it would seem to be the _ that it was immediately after, and 
110 doubt in conijequence of, the great discoveries of science, such as the inventions of 
steam, of electricity, the telegraph, &c., that the most marked advances in production 
were apparent. 

The cost of production was lessened and the facilities were increased at that time 
by the introduction and the aid of machinery in a greater degree tha;"l they have 
ever been since then, and yet there is no record of any permanent or general fall in 
prices similar to that which is me subject of investigation now. 

Secondly, if gold prices have fallen solely owing to increased supply of commodities, 
silver prices should have fallen to' the same extent, which is not the case. And the 
possible oontention that a similar fall in silver prices ,'has been averted by increased 
supplies of silver seems to us to be inoonsistent with the figures given in §§ 27 and.36 
of Part I. of the Report, which show that, as regards countries outside of ~he United 
State8, while the supply of gold has fallen off by 15,OOO,OOOl. yearly since HI6S-70, 
the annual supply of silver has increased by les8, than 4,500,OOOl. 

For these reasons we are unable to attach as much importance as our colleagues to 
the. operation of causeS affecting commodities in producing a general fall of. prices, 
which is estimated to average about 30 per cent. ; ,.and we think it is incumbent upon 
those who take that view to explain why prices did not fall in a similar degree at the 
earlier periods to which we have referred. 

Weare not insensible to the fact that facilities for production are habitually 
inoreasing, and the oost of production is constantly becoming less. But these factors 
have always been in operation since the world began, and while we recognise their 
tendency to depress the prices of commodities, they are not, in our opinion, sufficient 
to accouut for the abnormal fall in prices, which has been apparent since the rupture 
of the bimetallic par, and only since that time. 

Moreover, if industrial progress during the last 15 years has produced this enormous 
fall of prices, we ought to anticipate a further fall of equal magnitude as a consequence 
of industrial progress during the next 15 years. ',Is this a conclusion which we can 
accept; and, if so, can we contemplate it with equanimity 1 

Even assuming, then, that it is possible to maintain the distinction drawn by our 
colleagues, we are led to the conclusion that, while some effect is no doubt due to 
to oauses affecting commodities alone, it is to monetary causes that the larger share 
of the general fall must. be ascribed; and a fall of prices from these causes we 
consider, for reasons given at greater length in § 94 of Part I., to be a serious evil. 

In support of this opinion we may refer to the views whioh were expressed in the 
final Report of the Royal Commission upon the Depression of Trade in the following 
words, to which we think it is desirable to recall attention :-

" We expressed in our third Report the opinion that this fall in prices, so far as it 
has been caused by an appreciation of the standard of value, was a matter deserving of 
the most serious independent inquiry, and we do not, therefore, think it necessary 
to investigate at length the causes which have brought it about; but we desire to give 
it a leading plaoe in the enumeration of the in1luences whioh have tended to produce 
the present depre88ion." 

Under an appreoiating standard, those who ars .enjoying acquired wealth benefit, for 
a time at least, at the expense of those who are acquiring it, and the active and enter. 
prising members of sooiety Buffer. In this way we believe that an appreciating standard 
of value exercises an injurious effect on the rate of inorease of the total wealth of the 
oommunity. ' 

12. There appears to us to be sufficient evideI!ce (to whioh we shall refer later on 
when We deal in detail with the several questions contained in our order of reference) 
to ahow that the fall of prices and its resulting evils have affected all classes of the 
population (with the exoeption of those in the enjoyment of fixed incomes payable 
In gold), from the manufaoturers and producers down to the wage-earners; but, in our 
opinion, it is the latter clsss whioh have the most direct and immediate interest in the 
adoption of any measure whioh will re-establish the comparative stability of the 
standard of value, Buch aa it was before the recent divergence in the relative value 
of the preoious metals. 

ErPBO'l'8 or 'rBB CIIAIIGBS ON CBRUUf .8PBCIFIIID OORBRSTS. 

13. PMsing next. to the effects of the ohanges which we have desoribed upon the 
variQulI matters and interests speoified in our order of reference, we ars directed In 
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the first place t.o consider their bearing upon the remittances of the GovE'rnment 
of India. 

We have slready expressed our concurrence with the view taken by our oolJeagues 
of the difficulties arising under this head. 

14. As regards" payments under old or fixed contracts," it is manifest that tiuch 
contracts, if dating from a period anteoedent to the fall in the gold price of silver. 
beoome more onerous at each suocessive stage of the fall, and that the burden of 
.. new or ,oUlTent oontracts" will increase in the same manner if the fall proceeds 
further. ' 

In both cases the uncertainty attaching to the future must be a matter of great 
embarrBBSment to the Government; but it should be observed that in the case of 
new or cqrrent oontracts. s\lch a8 those for the purchase of commodities, which do not 
extend over any long period of time, the evil caused by the fall is mitigated, but only 
in so far as the prices of the oommodities, in respect of which the contracts are made, 
have fallen as much as, cr more than, the gold price of silver. 

15. 0' Persons in India who have to make remittances home in gold" have 
suffered in the same manner and to the 8ame extent' as the Government. Their 
remittances, when converted into gold, undergo an apparent loss at the present time 
of 30 per cent. . 

The loss is no doubt alleviated pro tantO by any fall in the gold prices of the articles 
or services for the purchase of which the remittance is employed; but we do not think 
that complete compensation is obtained in this way, and in comparison with persons 
receiving fixed salaries in this; country, every person receiving a similar salary in 
countries where silver is the standard undoubtedlystlffers a los8 of about one-third OD 
all sums which he remits 'home. ' , 

Where the remittance is made to oovers fixed charge, or to purchase commodities 
of which thegcld price has not flillen, the loss is heavy. ' " 

When the rupee was worth 28. a ,fixed charge cf 1001. could be met by remitting 
Rs. 1,000. At the present· time the amount required would b., nearly Rs. 1,500, an 
increased burden on the remitter of 50 per cent. 

16. We are next directed to consider the position of " the producers, merchants, and 
taxpayers of India.'" 

(a.) As regards the Indian producer, he gains througli the operation of the causes 
set forth in § 9 of thiR Report; alld he will continue to gain uutil all the incidentIJ 
of production in gold.using countries shall ,have accommcdated themselves to (he 
new level of prices. On the other hand, both the producer and exporter in India 
must 8ufferirom ths uncertainty of the exchange with gold-using countries, resultillg 
from variations in the relative value of the precious metals. . 

Mercbantain (b.) The position of the merchant in India does not seem to have been materially 
India. affected. So far as' the export trade of the country may have been stimulated by the 

causes to which we have referred above, he has bencfited. So far as the import trade 
may have been hampered by the operation of simila.r causes in the converse direction, 

Indian tax· 
payers. 

he has sustained a loss. . I' 

But it cannot be doubted that; as in the case of the producer, the cOllBtallt fluctua
tions in exohange must have introduced an element of risk and uncertainty into trade, 
which has been pro tanto prejudicial. ' 

(c.) As regards the position of the taxpaler in India, it is obvious that the nece~ijity 
of making increased remittances in discharge of gold debts compels the Government 
to maintain taxaticn above what it WQuld be if no fall in the value of the rupee had 
taken place. 

The taxpa.yer, therefore, considered exclusively as such, is a loser. He has to pay a 
larger number of rupees than he would if, instead of 18. 4d., the rupees were worth 
h. lO§d. ,At the present rate of exchange the annual burden to India is repre!l6nted 
by a sum of about fi"Ve crores of rupees. ' This amount, constituting as it does ahout 
one·tenth Of' the total revenue,properly so called, of the Government of India, might 
either, if the .rupee were at its former value, be remitted, thus relieving the people of 
India from a heavy amount of taxation, or be expended in the further promction 
of public works, eduoation. and cther important measures for the improvement of the 
oountry. . 

This large sum has beeD sometimes represented a.s a loBS to the Government, hut 
nct to the people of India. The distinction is, in our.opinion, nntenable. In every 
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country finance is the most important business of government. But in no country is 
it so important as in India. Yet in India we maintain a system of currency BIlch that, 
in a time of comparative peace and growing commerce, its administration finds itself 
involved in as many financial unoertainties and embarrassments as if it were engaged 
in a Mstly war. 

Again, it is sometimes said that the loss to Iudia is nominal, and uot real. Bnt if, 
alii we believe, the divergence in the values of the precious metals is due to an increase 
in the value of gold, the loss to India is most real. For· Rhe has to pay the same 
quantity of gold as before, and that quantity is worth more. , 

We .find in consequence that,· after repeated 'efforts to reduce expenditure, 
the GovE!1'llment of India have been at last compelled to resort, to fresh taxation' 
of an undesirable kind, in order to restore the financial equilibrium, and that, 
unless some improvement in this respect shortly takes place, it will become indill
pen sable, in order to avert financial disorder, to adopt further measures, which are, 
in t,heir opinion, open to grave objection, both on financial and political grounds. 

We regret to add that however grave the present financial position of the Govern
ment of India may be, the future prospeot is one whioh we cannot regard without 
far more serious apprehension. " 

Weare very far from attempting even to form an opinion as to what the future 
relations of the two precious metals, may be if they continue, as at present, without 
any lixed ratio between them; but it is impossible to shut our eyes to the possibility 
of B still further relative depreciation of silver or appreciation of gold" and a con
~equent increase of the difficulties by which the Government is now beset. 

17. As regards the merchants and manufacturers at home who trade with Indiaj Merchants 
we have already indicated in general terms the mode in which their interests are and mann
affected. . facturers ~t 

Both English and Indian producers have had to submit to a lower gold price in the !~u.e :.."t.!:'g 
English market;. but as this lower gold price produces the same number of rupees 
as the higher gold price did before, the Indiau producer has not suffered, while the 
English producer. from the causes previously mentioned, has undergone a los8_ 

To whatever extent this may have been the case, we think that the trade between 
the United Kingdom and India has been affected by tbe recent monetary disturbance; 
but, beyond this, we doubt whether any very marked effects bave been produced by 
it, except so far as trade has been checkEld and restrained from its natural expansion 
by the uDcertainties and -insecurity whieh have doubtless exerted an unfavourable 
influence. 

'l'be large increase in this trade during the period under consideration is often 
adduced as a proof that no such adverse influence can have been in operation; but 
we think that this is sufficiently explained by other causes. such as ~he comparative 
prospllrity of India, the development of her railway system. the abolition of import 
duties, which has practica.lly made her a free port, the reduction in transport, and, 
tbe facilities of oommunication with Europe due to the Suez Canal. We also think 
that, bad it not been for the monetary disturbance, the trade would have assumed 
still larger dimensions. 

18. Our attention is next directed to the effects of these changes upon the interests Trode of the 
of the United Kingdom. U?ited 

As regards trade with silver using countries other than Iudia. we have only to point !t:;,~~ 
out that the views which we have expressed with ,rega:rd to India are, so far as silver-usi~g 
tbey concern trade, of general applica.tion to a.ll silver--using oountries; but we countries. 
observe that, in marked conu'lISt with our Indian trade, both the import and export 
trBde with other silver· using oountries appears to have declined in recent years. 

One feature in thia general. decline of trade deserves special notice on account 
of its effect upon the manufacturing industry of Lancashire. 

A serious check appears to have been given to the growth of the Ilxportll of cotton 
yarn to Chir.a and Japan, owing to the rapid increase in the exports from India to 
those countries. The facts are given m § 76 of Part I. of the Report, from which it, 
appears that the export!! from India increased. between 1876-77 and 1886-87, from 
7.900,000 Ihs. to 91,800,000 lhe., or about 1,058 per cent.; and the returns for 
1887-8 abow a still further increase. The' exports from the United Kiugdom, on the 
other hand, to China, Hong Kong. and Japan, increased steadily. between 1877 and 
1881. from 33.000,000 Iba. to 47,400.000 Ibs.; but from! the Istter 'year they declined 
to 2U,900,OOO Ibs. in 1886, though they rotle again slightly iu 1887 to 35.350,000 Iba. 

Ii 2 
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The competition of the Indian spinning milla of course mak.ea itHelf felt iu th& hOnIU 
marketil of that country; and there is some evidence that our trll.le with the East ill 
coarse yarns has entirely left. us. 

The natural advantages which India derives from being itself the country where the 
raw material is produced, and from her close proximity to the markets afforded by 
the silver-using oountriea in the East, are thu8 enhanced by the additional advantages 
derived from a common standard, free from the fiuotuationl to which the trade 
between India and gold-using countriea is subject. 

The divergence between the value of gold and silver, therefore, in practice oon
stitutea an advantage to the producer in India, not only in 80 far as he produoes for 
the markets of gold-using oountries, but in so far as he competes with the manufaotureril 
of those countries in the neutral markets of silver-using oountriea. 

Foreign and 19. But it is upon the foreign and iuternal trade of the United Kingdom, and the 
i'i:n~~ industrial condition of the country generally, that ws think the recent currenoy ohange~ 
~.,: have produoed the most injurious results . 

. We must not, however, be understood 8S implying that in our opinion the depreRsion 
which has affected the trade and industry of the oountry in recent years in entirely 
due to these ohanges. Other oauses have no doubt been at work; but we think that 
monetary causes have also operated to a oonsiderable extent. 

Evidence'of 
income tax 
returns. 

20. In our view the magnitude of the evil arising from the existing relations between 
the precious metals is due to the facts, (0.) that the commerce of the world is now 
oonducted under two distinct standards, instead of one as was formerly the clllle; 
(b) that those two standards have, by being dissociated from each other, lost 
the important quality of relative stability; and (c) that the effect upon the traue 
and industry of the United Kingdom has been that of an appreciating 8taodlwd 
of value, which, for reasons above given, we consider to be a seriouH evil to the 
industrial and working classes. In this respect we are unable to draw any distinotion 
between the foreign and the internal trade of the country; the evils of an appreciating 
standard must obviously apply equally to both. 

21. In regard to our foreign trade we would call attention to the failing off in value 
both absolutely and relatively to population. 

This reduction of value would, of oourse, be immaterial if the oost of production had 
decreased in the same proportion, and if retail prices had followed the fall in 
wholesale prices. But this does not appear to have been the 08se. 

22. The evidence of the income tax returnB given in § 55 of Part I. of the Report 
points in the same direction. Notwithstanding a large increase both in population and 
in the production of nearly all commodities, the profits which come under the notice 
of the tax collector are soarllely larger than they were 15 years ago, and, what is more 
important, the rate of increase has materially fallen off. 

From 1874 to 1886 the increase in the gross amount of property and profit" 
assessed to income tax was not quite 15 per cent. In the preceding 12 years, from 
1862 to 1874, the increase was 56 per cent. 

Employment 23. Turning next to the employment of labour, we think that the Commission might 
:~bfur"nd with advantage have taken more evidence upon this subject, but we desire to call 

. w~ specia.l attention to the evidenoe of Mr. Fielden, who, besides being personally 
acquainted with the condition of the labouring classes in the manufacturing districts 
of Lancashire and Yorkshire, was able to place before us much valuable information 
with regard to the employment of labour in the oountry.at large. 

He has obtained statistics from 10 of the largeat trades unions in the country with 
regard to the number of their members out of employment, and the amount of support 
given to them out of the society funds. 

'fhe result is, that while the average number of members in thes" societies in the 
years 1871-75 WII8 98,640, the average number out of work was 2,150, or 2·18 per 
cent., and the average cost 44,852l. per annum. In the years 1882-86, the number of 
members averaged 139,338, the number out of work lO,063, or 7·22 per cent., and the 
average cost 162,494l. p"r annum. ' 

24. The general conclusions which we draw from his evidence are, not only tha.t the 
rate of wages has fallen, but that the amount actually earned, even by those who 
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am nominally at work, has, owing to irregularity of employment, fallen in a still 
greater degree, and that the number of persons altogether out of employment has 
distinctly increased of la.te years. 

The important question for the labourer is not what he earns per day or per week, 
but per yeft-r. 

25. The reduction in profits a.nd wages to which we have a.bove alluded appears 
to us to be fully corroborated by the diminution in the purchasing· power of the 
country shown in the statistics of Pllr foreigu trade. 

In 1873 the total value of the imports into and exports from the United Kingdom 
was 211.48. ld. per head of population. In 1886 it was 16l. 178. 

If the fall in prices had been caused solely by reduced cost and increased 8upply, 
the monel demand of the population should, in our view, have remained the same, and 
the total value of the trade should have heen ma.intained. 

26. We may here notice another important effect of an appreciating standard. which Jnet'll8lling 
arises from the increased hurden of all -fixed eharges payable in gold, such as the burden of 
National Debt, perpetual debentures, leases for long terms of years, annuities. ~ed gold 
pensions, and other similar charges which oannot be reduced or terminated. With C arges. 
overy rise in the value of gold the weight of this burden upon the industry of the 
country increases. 

The 108s to the nation at large under this head must be of a most serious kind, the 
only class which benefits being the small number of annuitants, estimated at 250,000. 
, 

27. We wish to direct attention also to another consequence which has resulted Check tc. 
from the rupture of the bimetallic par, and the unsettled relations between the two free; trade 
metals. . polter· 

We refer to the check which has been given to the free trade policy, a.nd the 
tendenoy to reactionary legisla.tion in favour of protection, which have been manifested 
in recent years, a.nd to which, we think, the cause In question ha.s largllly contributed. 

A period of falling prices is always unfavourable to the removal of commercial 
restrictions and of protective duties; and in the present case this general depression 
ha.s been aggravated in the gold-using countries by the advantages in competition 
which have been enjoyed by silver-using countries, in the manner which we have 
explained in § 9 of this Report. So long as unequal conditions of produotion and 
exchange are created and fostered by monetary legislation, it will be difficult to prevent 
a.ttempts to counteract their effects by protective or oountervailing tariffs. 

On the other hand, the financial embarra.ssment which has been created in British 
India must raise the question of a return, for revenue purposes, to the system of 
import duties which was abolished with such. successful results in 1879 and 1881, and 
which, it was thought, wa.s finally removed from the path of Indian progress. 

The interests of any country which is committed to a free trade policy are especially 
and deeply interested in removing, so far as it lies in her power, a cause which 
operates in making the abandonment of a protective system more and more difficult 
by other countries; and it appears to us that the adoption of a common international 
standard of value is an essential condition of the fulfilment of this polioy. 

28. We think that the above remarks upon the evils affecting both the trnited 
Kingdom and India. if taken in connenon with the more detailed statement in 
Part I. of the Report, will suffioiently indica.te our view as to their nature and 
gravity; and that they are largely due to the currency changes which have taken place 
in the years immediately preceding and followin~ 1873. 

We think that too much stress cannot be laId upon the novelty of the experiment 
whioh ha.s been attempted as the result of the above cha.nges. That experiment consists 
in the independent and unregulated use of both gold and silver as standards of value 
by the different nations of the world. 

Weare strongly of opinion that both metals must continue to be used a.s standard 
money; the results of using them separatel, and independently since 1873 ha.ve been 
most unsatisfactory. and may be positively disastrous in the future. 

It cannot be I\uestioned that until 1873 gold and silver were always effectively linked 
by a lE'gal ratio III one or more countries. 

It is equally indisputable that the relative value of the two metals h&.8 been subject 
to greater divergence since 1874 than during the whole of the 200 years preceding that 

N3 
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date, notwithstanding the oocurrence of variations in their relative production more 
intense and more prolonged than thoee which have been experienced in recent. years. 

29. In 1873-74 the oonneoting link disappeared, Bnd for the first time the system of 
rating the two metl/.ls ceased to form a subject of legislation in any country in the 
world. 

The law of supply and demand WSll for the first time left to operate independently 
upon the value of each metal; and simultaneously the ratia which had been main
tained, with scarcely any perceptible variation, for 200 years, gave place to a marked 
and rapid divergence in the relative value of gold and silver, which has culminated in 
a change from 15i to 1 to 22 to 1. 

PILOPOSID RnlBDY. 

,Proposed 30. It appears to us impossible to attribute the concurrence of these two events to 
.• ~Y-:- a merely fortuitoUll coincidence. They must, in our opinion, be regarded 88 standing 
~'!cer:'~~ODl" to· eaoh other in the relation of cause and effect . 
• me a a.m. We cannot, therefore, doubt that if the system which prevailed before 1873 were 

replaoed in its integrity, most of the evils which we have above described would be 
removed; and the remedy which we have to suggest is simply the reversion to 1\ 
system which existed before the changes above referred to were broultht about; a 
Rystem, namely, under which both metals were freely coined into legal' tender money 
at a fixed ratio over a suffioiently large area. 

Answers to 
objeetion8 

'which have 
heen urged. 

The effects of that RY8tem, though it was nominally in force only within a limited 
area, were felt in all commercial countries, Whatever their individual systems of. 
currency might be ; and the relative value of the two metals in all the markets of the 
world was praotically identioal with that fixed by the legislation of the countries 
forming the Latin Uuion. 

As regards the possibility of maintaining such a system in the future, we need only 
refer to the conolusion at which our colleagues have arrived in § 107 of Part IL 
and with which we entirely agree, namely, that .. in any conditions fairly to be 
.. contemplated in the future, so far as we can forecast them from the experience of 
.. the past, a stable ratio might be maintained if the nations we have alluded to were 
.. to accept and strictly adhere to bimetallism at. the suggested. ratio. We think 
.. that if in all these countries gold and silver could be freely coined, and thus becom!:' 
.. exchangeable against commodities at the fixed ratio, the market value of silver as 
.. measured by gold would conform to that ratio, aud not vary to any material extent." 

We also agree generally with the views expressed by our colleagues.in §§ 109 and 
no as to the extent to which such a system, if adopted and maintained, would remedy 
the evils complained of; and we would call attention to the additional advantages 
referred to in §§ III and Il9 as likely 00 accrue from the adoption of an international 
bimetallic system of currency. 

31. It only remains for us, therefore, to give our reasons for thinking that our 
colleagues have attached undue importance to the several objections which have been 
urged against the proposed change. These objections are as follows :-

(i.) That" the change proposed is tremendous," and that its .. very novelty would 
excite apprehensions which in themselves might not be without their danger." 

To this we reply that the system of currency which we recommend was in 
existence in other countries for many years before 1873, and its effects practically 
extended to all the commercial countries of the world. Weare not aware that so long 
88 it was maintained in its integrity any evil results ensued. The only novelty in our 
proposal is that the United Kingdom should join with the other countries specified 
below in § 35 in re-esta blishing a bimetallic RYstem. Weare therefore unable to under
stand how, in view of the experience of the P88t, any ground for eeriOllS apprehension 
can e~ist. . 

(ii.) That the position of the United Kingdom, and especially of London, BI! the 
commercial or financial centre of the world, would be endangered. . 

This position, it is urged, is due to the fact that the standard of value in this country 
is a definite quantity of a particular metal, and that persons Ilnterin~ into transactions, 
expressed in pounds sterling, cousequently know with absolute certamty what it is that 
they will have to give or receive. This certainty. it is said, wonld disappear if an 
option were giveIJ to debtors, BI! is proposed under the bimetallia system, of tendering 
either one of two metals...' _ .•. 
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To this we reply- ' 
(a.) That the commercial and financial pre-eminence of Lonqon dates back to a 

period anterior to the establishment of the single gold standard in ,this oountry, and 
a period when, as a matter of fact, the ourrency of the country wal! bimetallic; 

(b.) That if the transactions of other countries are now largely carried out by 
means of bills. drawn upon London, it is because London is, for many reasons, the 

. best market for suoh bills, and that this fact is not likely to be affected by our joining 
with other nations in a common system of 'currency; 
, (c.) That the option' conceded to debtors undllr tho bimetallic system Could rarely 
have any practical effect, inasmuCh· as if that system were established and maintained 
in its integrity, there would be no appreciable inducement to select one metal rather 
than the other. 

(iii.) That if bimetallism resulted in a fall in the, value of gold, England as Ii 

country entitled to receive large gold payments would lose, and other countries would 
gain at hel," expense. , 

In I,"eply to this objection we need only refer to the arguments statsd in § 96 (k.) of 
Part 1. of the Report, to which we have nothing to add. 

(iv.) That the bimetallic system depends for its successful working upon international 
support, and .that, fOl." adequate or inadequate reasons, other nations would, sooner or 
later, cease to adhere to it. 

To this we reply (a) that no sufficient motive can be suggested for the secession of 
any of the contracting powers; (b) that provided the system was maintained over a 
sufficiently large area the secession of one or more powers would not be of vital 
importance; (c) that in any case the seceding power would cause 'more injury to its 
own Bubjects than to those of other countries; and (d) that such an objection applies 
with equal force to all internation~ agreements-

(v.) That the tendency, which is observable among the more civilised nations, to use 
gold I,"ather, than silver, would be likely, notwithstanding the existence of 11 bimetallic 
system, to encourage the acoumulation of that metal, and the creation of an agio upo~ 
it, which would thus disturb the ratio fixed by law between the two metals. 

To this . we reply that the tendency above mentioned is mainly the result 'of the 
apprehensions and uncertainty attending upon the existing relations lletween the two 
metals ; and that all induoement to acoumulate gold would oease with a return to a 
stable ratio of value between them. 

(vi.) That there might be a tacit refusal of the people of a country to accept both 
metals as legal tender, and that contracts would be largely made in one of the two 
metals only. . . 

The question raised in this objection is rather a matter of opinion than of argument, 
and we "an only say that we do not share the apprehensions of those who foresee any 
serious diffioulty arising from such a course_ 

Even if it be admitted that it would be largely adopted we-~o not think that, so 
long as the legal ratio between the two metals continued in force, any real difficulty 
could occur. 

But we may point out that the objection appears to IISsume, what has, of coursl!, 
never been suggB!lted, that the bimeta.llic system could be introduced into a· country 
without the consent of tholie sections of the population who would be most interested 
in the adoption of such a change. Weare satisfied that no such measure as the 
introduction of the double standard could be passed into law in this country at least, 
without such an amount of popular support as would practically prevent the possibility 
of the adoption of such a course BS is supposed in the objection we are noticing. 

(vii.) 'l'hat if debts contracted in gold could be paid in silvel\ the claims of all 
creditors would unjustly suffer, and that the adoption of a bimetallic svstem would 
thus amount to a breach of faith. • 

This last objeotion is that which appears to us to call for the most serious oon-
sideration, and we Bre not disposed to underrate its importance. I 

If it be right that a government should adopt and impose upon its people a lllgul 
standard of value, it is clearly its duty to provide, as far B8 possible, that such standal"d 
shall not be wanting in its most essential attribute, viz., tha.t of the greatest attainable 
stability. 

Recent experience has shown that by the monetary policy of Germany, the Latin 
Union, and the United States, over which this country had no control, the standard of 
value in the United Kingdom has been ~ve1y impaired, and its futu!"ll stability, 
118 well as thai of the silver standard of India, seriowy endaugered. 

N4 
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III these circumstances it is evident that if the Government, by its direct act;on 
in changing the standW'd, injured the interests of creditors and disturbed existing 
contracts, it may, by abstaining from action, injure the interests of debtors to an equal 
or greater extent, and affect future contracts. -

It appears to us that if it is wrong in a government to make any change in its 
standard of value on the 'ground that it would distnrb the relations uf debtors and 
creditors, it must be equally wrong to abstain from any action which it is in its power 
to take, bv which a disturbance in those relations may be averted. 

But it IS essential to observe that this objection, whatever force attaches to it, is not 
directed against the policy of bimetallism 8S such, but merely against the return to the 
ratio of 151 to I, or some other ratio differing much from 'the current relative value of 
gold and silver. , 

It must also be recollected that It cannot be urged by those who have insisted that 
the fall in prices is due to causes prim&rily affecting commodities, and not to the 
appreciation of gold. H the rupture of the bimetallic par has not led to the appre
ciation of gold and to a fall in prices, there appears to be no sufficient reason for 
supposing that its renewal would affect the value of gold or cause a rise in prices. 

32. For these ,re8llons we do not think that, after giving due weight to the foregoing 
objections, they are such as ought to be allowed to stand in the way of such a policy as 
we are prepared to recommend. 

Neither metal alone exists in sufficient quantity to serve as a sole stan<lard without 
causing such a change in the level of prices as to amount to a finanoial and commercial 
revolution; but we cannot doubt that if a sufficiently wide area of agreement between 
the leading commercial countries can be secured, this most important result may be 
effectually attained, and a great international reform successfully accomplished • 

• 33. :Further, we are strongly impressed with the conviction that whatever evils may 
be expected to flow from a return to the status quo wnte, the evils both present and 
prospective of the existing situation are infinitely mQre serious. 

Failing any attempt to re:establish ,the connecting link between the two metals, it 
seemB probable that the general tendency of the commercial nations of the world will 
be towards jj, single gold standard. 

Any step in that direction would, of course, aggravate all the evils of the exi8ting 
situation, and could not fail to have a mOltt injurious effect upon the progres8 of the 
world. 

A further fall in the value of silver Inight at any moment give rise to further evils 
of great and indefinite magnitude in India, while a further rise in the value of gold 
Inight produce .the ruost serious consequences at home. 

34, No settlement of the difficulty is, however, in our opinion, possible without 
international action. 

The remeny which we suggest is essentially international in its Ilharacter, and its 
details must be settled in concert with the other Powers concerned. 

It will be sufficient for us to indicate the essential features of the agreemont to he 
arrived at, namely-

(1.) Free coinage of both metals into legal tender money; and 
(2.) The fixing of a ratio at which the COiDS of either metal shall be available for the 

payment of all debts at the option of the debtor. ' 

35: The particular ratio to be adopted is not, in our opinion, a neceSBary preliminary 
to the opening of negotiations for the establishment of such an agreement, and can, 
with other matters of detail, be left for further discussion and settlement betw6'3n the 
parties interested. 

We therefore submit that the chief commercial nation8 of the world, 8uch as the 
United States, Germany, and the States forming the Latin Union, should in the first 
place be consulted as to their readiness to join with the United Kingdom in a 
conference, at which India and any of the British Colonies which may desire to attend 
should be represented, with 1\ view to arrive, if poesible, at. a common agreement on ' 
the basis above indicated. . 

36. We have indicated what appears to us to be the only permanent solution of 
the difficulties3rising from the recent changes in the relative value of the precions 

,metals, and the only solution which will protect this-aM other countries against the 
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risks of the future. .At the same time we approve the recommendations of our 
colleagnes in § § 134-137. . 

We do not attach mnch importance to their probable direct effects; but their 
influence at the present time would be beneficial. while their adoption would place no 
obstacle in the way of a more satisfactory solution at a future date, and might 
possibly facilitate it . 

.All which we snbmit to Your Majesty's gracions consideration. 

• • 

GBO. H. MUIlB.AY. B_ettmy. 
October 1888. 

" Inll. 

(Signed) LOUIS MALLET. 
ARTHuR JAMES BALFOUR 
HENRY CHAPLIN. 
D. BARBOUR. 
W. H. HOULDSWORTH. 
SAMUEL MONTAGU. 
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Note by Sir Louis Ma.llet. 

1. I have Rigned the foregoing Report (Part m.) because I concur generally in itR 
conclusions and recommenda,tions, but as it does not adequately represent the reasons 
which have led me to .their adoption, and still less the reasons which have obliged me 
to dissent from the main conclusions of Part II., I add the following supplementary 
observations :- ' 

2. The facts as to the recent changes in the relative value of the precious metals 
have been as fully set forth in the General Report as the circumstances of the case 
appear to require. 

3. In considering their nature and causes three alternatives are presented in the 
order of reference :-

There may have been-' 
(a.) A depreciation of silver; 
(b.) An appreciation of gold; 
(c.) A combination of both causes. 

4. I must hp.re observe that it is necessary to distinguish between the terms 
" appreciation" and .. depreciation," as applied to the precious metals in their relation 
to each other, and in their relation to commodities. 

To whatever cause it is to be attributed, the relative valufl of the two metals to 
each other had not for many years previous to 1874 been subject to much variation; 
and in their relation to commodities they have therefore risen and fallen together, 
with a corresponding but converse fall or rise in the gold and silver prices of 
commodities. 

It has, therefore, been customary, in speaking of the appreciation or depreciation 
of the 'precious metals, to consider their relation to commodities, and not to each 
other. , 

5. But although any divergence in value between gold and silver must be represented 
by an equal divergence between gold and silver prices, it is evident that in such a case 
either metal may appreciate or depreciate in relation to the other, while undergoing 
no change in relation to commodities. 

It becomes necessary. therefore, from this point of view, in order to ascertain the 
effect of such divergence upon the relation of either metal or of both to commodities, 
to consider separately the cause or causes of the divergence between the two metals 
" inter se," and the cause or causes of the divergence between gold and silver prices. 

6. With respect to the relations of the metals inteT Be, I agree in the conclusion 
stated in paragraphs 188-195 of Part I. of the Report, that the primery cause of the 
recent changes is to be found in the abandonment by the countries forming the Latin 
Union of the free coinage of both metals into legal tender money at a fixed ratio. 

7. I am unable to believe that the increased supply of silver and the diminished 
supply of gold during recent years could have caUlled the divergence in value between 
gold and silver which has taken place if that system had been maintained. 

Changes in the supply of the two metals of much greater magnitude in former times 
do not appear to have had an important inlluence in controlling their relative value; 
and in support of this view I need not do more than refer to the following figures 
taken from ~ 21 of Part I. of the Report. _ .• 
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RELATIVI V ALUI of PBODUCTION and MARKET PBICB of. GoLD and SILVBB in the 
under-mentioned periode. 

Period. Bado of Ratio of 
. V ..... ofProdwl_ Hark .. Val ... 

SO .... Gold. 8il'YeJ'. Gold. 
1801-10 3·227 .... 1 16'61 10 1 
1811-20 t • S'048 .. ,1 15'51 .. 1 
1821-30 2'055 " 1 15"SO .. 1 
1881-40 1'865" I 15"75 " I 
1841-50 "899 " I 15"sa " 1 
1851-55 '288 " 1 16"41 " I 
1866-60 . :292 "I ~0"30 .. 1 
1861-M "S86 " I 15"40 " 1 
1866-70 "44 ,,' 1 10"55 " 1 
1871-76 "710 " 1 15"97 " 1 
1876-80 "794 " 1 17'81 " 1 
18HI-86 1"080 " 1 18"63 " 1 
1888 - 22 " 1 , 
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It will be observed that during the first 70 years of the century, although the 
quantities of the two metals produced varied in relative value from 3"227 to 1 to "44 
to 1, their value in the market varied only bet,ween 15""n tO,1 and 15"83 to 1; but 
between 1870 and 1885, with much less marked variations in rel;ltive production, 

. the relative value of the two metals in the markets fell from 15"55 to 1 to 18"63 to 1, 
and at the time we write it is nearly 22 to 1. 

In the face of these facts it appears to me impossible to attribute the divergence 
of value between gold and silver to the oomparatively slight ohange in the conditions 
of supply, irrespective of the altered conditions of demand.· . 

Demand. 
8. The demand for gold and shver largely depends upon their'llse &IS .. money" in 

its several functions, and for this purpose both metals ha.ve hitherto been found, and 
probably will continue to be found, indispensable,froJP J ~,Im,J di~e1'l!i~ o~ their Uf5es, 
and also from the insufficiency in qua.ntity of either one, 'or the other; alone"' , . 

The distribution of these two metals {between the nations of the world has been 
determined by variquB conaidera)'iOp.l\; bu as ODe of,· the' m, ost im. I?ort, ant of their uses 
as money has been to seJtye as a stand rd_"Illeasu~Qf value With free mintage, or 
liable only to a seignorage representing its cost, it is obvious that the selection of 
one or the other for this purpo~e. has exercised a direct influence Ilntlje value of the' 
metal Sa selected. . .' .. . . ~, ' 
, Until recently the attempt has ,Dever been abandoned, either by the separate action 
of partioular oountries, or by a group of States 8uch a& that of which the Latin Union 
is composed, to neutralize, as far as possible, the evils and inconvenienoes of two 
standards of value with no oonnecting link between them, by establishing a fixed 
lega.! ratio of weight, at whioh they should always be exohangeable one for the 
other. 

It may be stated genera.lly that during the last century the national unit of coinage 
whioh constituted the standard of value in the principal countries practically rested 
on both metals, silver l>eing usua.lly the nominal standard with gold rated to it, at the 
discretion of each Government. 

In the United Kingdom. from 1717 to 1816, this system prevailed, the ratio of gold 
to silver having been fixed at 1 to 15'21. 

In the United States of America the double standard was originally adopted in 1786 
with a ratio of 1 to 15·25; ohanged in 1792 to 1 to 15, and in 1834 to 1 to 16. 

In 1803 the double stardard. with a ratio of 151 to 1, was definitively adopted by 
Franoe. and in 1865 the formation of the Latin Union, ultimately consisting of 
Franoe, Italy, Belgium, Swiuerland, and Greece, extended and confirmed it. 

The changes in mODt'tary polioy whioh have taken place during the last 15 years, 
both in Europe and in the United States of America, have on the one band largely 
inoreased the area in which gold is used as a standard of value, while uimini,;hing 
that in which silver is so used, and on the other, by entirely removing the restraining 
influence of legislation on the relations of the two metals, have left the law of supply 

- • 0 II 
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BIId demBlld to operate independentl)" on the value of each, instead of Betting in motioD 
a compensatory or equilibratory action upon both. 

The effect has, in my opinion, been to cause an increased demand for gold and a 
relatively diminished demand for silver. 

9. An examination of the international movements of gold' and silver during l'OOent 
years appears to BUpport this view. . 

In dealing with the statistics of the e~o~ or import of the precio\l8 metals, it 
must be recollected that they are necessanly Imperfect, and that no reliBllce can be 
placed upon BIIy apparent movements, which are not of considerable magnitude, 
distinct BIId well·defined, but they nevertheless afford general indications of muoh 
significance. 

10. It will be oonvenient to give the first place to the United States. 

Ayenge at the FiDanciai Yean. I Net Importo Net Ikporta 
01 Gold. 01 Gold. 

Dolla ... I Dollan. 
1861-06- · · · . · - 34,2110,000 
185~ . · · · - 49,204,000 
1861-63- · · · · - 19,498,000 
1864-70 . · · · - 47,689,000 
1871-75 · · · · - , 40,926,000 
1876-80 - - · - 11,760,000 -1881-85 - · · · l! 1,070,346 -

• Inoludeo oil_, but liD the end fll1880 the __ maiDJ;y 801d. 

The evidence in this oase is most remarkable. Up to 1876 the United States 
yearly supplied large qUBlltities of gold to the rest of the world. Bince IM76 she has 
been receiving gold from other countries. The influence which stopped the flow 
of gold from the United States, and reversed the direction of the ourrent, had its 
origin in that country. It was therefore a new demand for gold. BIId mU8t have 
tended to raise the value of gold. 

Let UB now consider Englmid :-
I 

- AYOnge for the y .... I NetImporta I NetIhporta 
at Gold. fllGold. 

l- /, 
1868-60 - • · · 3,796jJOO -1861-70 · - - - 5,646,000 -1871-76 - " · · 8,346,000 -1877-80 · - - - - 1,400,000 
1881-86 - - - - -

I 
468,000 

1886 - - - - - - 391,460 

The evidence in the case of England is just as distinct as it is in the case of 
the United States. Up to the end of 1876 there was a large BIId continuous flow 
of gold into the country; since 1876 the supply has ceased, and England haa heen 
losing gold. 

Next as to France :-

AYenge 1br Ibe .Y .... NotImporta I Net J!xporIO 
01 Gold. fllGold. 

Francs. F ......... 
1861-60 - . - - 3111,436,000 -
1861-70 - - · - 191,014,000 . -
1871-'13 - - - - - 126,116,000 
1874-78 - - - . 416,472,000 -
1879-84 - - . . - 70,696,000 -. • 

. 
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Dr. Soetbeer has. given grounds for doubting the. accuracy of the French. statistics 
of the import and export of the precious metals; but, allowing for the disturbance 
caused by events in connexion with the Franco-German war, the flow of bullion is in 
harmony with what we observe in the case. of England, and the features of the 
change are so marked that we may feel sure that, though they might be modified, 
they would not be obliterated, if more accurate statistics were available. 

In the case of Germany the 'figures given are those of the German Customs 
District, which are acknowledged. vot to be complete, but are nevertheless significant:-

- I 
I 

Net Imporlo Not Exporto A .crap flf YeaI'8, I , of Gold. o! Gold. \ 

I 
MSI'kg. Marks. 

1872-79 - - - - 68,126,000 -
• 

1880-81> · - - - - 11,483,000 

For the other nations it is unnecessary to give figures· in detail. Italy took special 
measures to accumulate gold, which has since shown a tendency to leave that country. 
Austria-Hungary has also accumulated gold, and so have the ·Soandinavian countries. 
In all these cases' the How of gold was intended to meet a new demand, and ita 
influence would be in the direction of lowering prices. 

Let us now turn to the East, and consider the evidence of the How of silver to and 
from those countries. 

11. Mr. Giffen of the Board of Trade has given the foUowing table, showin~ .the 
imports and exports of silver into and from China in her trade with the ,Vnited 
Kingdom, Franoe, British India, and the United States:-

y .... Notlmporto NetExporto 
ofSiIv ... of Bil .... 

-
£ £ 

1862. - · .- - 2,598,000 -
1864 - · · - · 2,080,000 -
1866- - - - 1,131,000 -
1866 - · · · · - 3,180,000 
1867. · · . · - I 8,967,000 
1868 - - · · · - 2,400,000 
1869 • - - - - - 43,000 
1870 - · · - · - 2,943,000 
1871 - - · - · - 3,637,000 , 
1872 - - - - · - 745,000 
1874" · - - - 141,000 -
1875 - - - - - 2,064,000 -
11176 - - · - - 8,806,000 -
1877 - - - · - 5,348,000 -
1878 - · - - - 8,254,000 -
1879 - - · - - - 29,000 
1880 • · - - - - 189,000 
1881 - - - - - 1,581,000 -
1882· - - - - - 110,000 
1888 - - - - · 1,205,000 -
1884· - - - - 2,105,000 -

It will be seen that the direction of the ourrent was reversed after 1872·; China was 
losing silver up to 1872, and after that year she began to import it. The change 
appeare to indicate the effect both of the reduced demand for silver elsewhere, and of 
ita increased production. 

03 
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The figures of the Jiet imports of silver into India are as followa:-

y-
\ 

~.t Importa I 
of SiI_. y-

\ 
!I .. 1m ...... 

of 8il ..... 

a .. Ro. 
1855-66 · - 82,000,000 187G-71 - · 8,000,000 
1866-Q7 . - · 111,000,000 1871-72 · · ' . 66,000,000 
1867-68 - 122,000,000 1872-73 - - 7,000,000 
1868-69 - - · 77,000,000 1873-74 · - · U,OOO,OOO 
1859-60 - - 111,000,000 1874-75 - · 46,000,000 
1860-61 - - · 68,000,000 1875-76 · - - 16,000,000 
1861-a2 - - 91,000,000 1876-77 - - 72,000,000 
1862-a8 - . - 126,000,000 1877-78 - · · 147,000,000 
1863-64 · · 128,000,000 1878-79 - · 4O,()(X),OOO 
1864-a5 . - · 101,000,000 1879-80 · · · 79,000,000 
1865-a6 - - 187,000,000 188(}...81 . · 39,000,000 
1866-a7 - . · 70,000,000 1881-82 · - · 114,000,000 
1867-a8 · · 56,000,000 1882-88 . - 76,000,000 
1868-611 - - · 86,000,000 1883-84 - · · 64,000,000 
1869-70 · - 78,000,000 1884-86 - - 72,000,000 

It will be observed that there was a distinct falling-oft' in the imports of silver 
between 1870 ancl1876, and a subsequent increase. but some explanation is necessary 
to show the true significance of the figures. During a portion of the time for which 
the figures of import of silver are given. there was an immense increase in tJie demand 
for Indian cotton, arising from causes connected with the American war, payment for 
which was largely taken in silver. There was aleo heavy borrowing in England on 
account of the mutiny and 01 ~he. extension of public works by tile Government in 
India, which had the eft'ect of reducing for the time the remittances from India on 
public account. But taking into our account the 10 years i,mmediate1y preceding 1874 
and those which have followed. it will be found that the average net imports of silver 
in both periods is, as nearly as possible, the same, viz .• about 7 t millions sterling. 

It may be inferred from this fact that these imports have been larger than they would 
have 'been had'not the par been broken, if indeed there might not have been an export 
of silver to Europe. ," 

The continued magnitude of the imports of silvlll' into India is in harmony with what 
has occurred in China, and it present!! a marked contrast to the movements of gold in 
Europe. 

12. It must be borne in mind that the !Withdrawal of inconvertible paper in France 
and the United States during recent years must necessarily have had a considerable 
eft'ect in contracting the currencies of the world, and that owing to the change in 
monetary policy to which we have adverted, the demand for metallic money caused by 
these resumptions of specie payments fell mainly upon gold, instead of falling, as 
would formerly have been the case, upon both metals. ' 

13. I think, therefore, that the recent changes in the relative value of the precious 
metals intll'l' se, althou~h probably to some extent due to a diminished demand for silver, 
are mainly due to an mcreaeed demand for gQ1d. 1 believe it to be imp0811ible to deter
mine in what proportions the two causes have operated. 

CauBB8 of changB8 in Gold and 8i1m1l'l' pricB8. 

14. But. the main practical interest of the question we are examining is derived from 
the fact that gold and silver are ueed as standard measures of value, and that any 
divergence in their relation to each other must be attended by an aclual divergence 
between the things respectively measured by them. The more important part of our 
inquiry, therefore, relates to the cause or cause~ of the divergence between gold and 
silver prices. 

15. This divergence may have arisen from either of the two following causes :-
(a.) A divergence between gold and silver Bo1ely due to a change in their relative 

value, inter Be. 

, (Ii.) . A s~ultaneotis. change aft'ecting commodities, in combination with' the former 
cause. • 
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For instance, gold and silver may have diverged in value relatively to each other 
(say) 30 per cent., from a rise in gold and a fall of silver of 15 per cent. respectively_ 

But the corresponding divergence in gold and silver prices may have arisen either 
from this cause alone, or from a rise or fall in commodities co-extensive with the rise in 
gold, or the faU in silver, viz., 15 per cent. 

1£ due to the first cause alone, gold would have appreciated and silver dspreciated, 
in relation to commodities, 15 per cent., while gold prices would have fallen and silver 
prices rise~ 15 per cent. 

But if due to the second cause, or combination of causes, either gold would not have 
appreciated. nor gold prices fallM, while silver would have depreciated 30 per cent., 
and silver prices risen 15 per cent. from causes affecting silver, andI5 per cant. from 
causes affecting commodities, 0'1', silver would not have depreciated, nor silver prices 
risen, while gold would have appreciated 15 per cent. from 'causes affecting gold, and 
15 per cent. from causes affecting commodities. 

It is therefore necessary, in order to ascertain the operation of these two sets of 
causes in the present case, to trace the course of both gold and silver prices during 
the period of the divergence. . 

Gold. 

16. First, then, as regards gold prices. It might perhaps be sufficient to refer to 
the conc~usions of the Royal .Commission on the Depression of Trade, and to the, 
evidence by which they are supported as to the fall in gold prices in recent years, 
but an independent examinat,ion of the various estimates by competent statists shows., 
that while differing in some important respects, and in the evidenoe whioh they afford 
as to the degree and extent of the fall, there is a remarkable concurrence of testimony 
that the period under review has been characterised by a marked reduction of gold 
prices affecting most important commodities, and especially the great staples of whole
sale international trade. 

Irrespective of these estimates, the statistics of quantities and values of the imports 
and eXports of the United Kingdom, published by the Board of Trade, appear to me 
to place the question beyond the reach. of controV!3rsyas regards this couutry, aud 
'similar evidence is afforded by the trade accounts of other countries (France, ·Germany, 
United States of America, and Italy), 

UNITED STATES. 

SUMMARY TABLE comparing the progress of IMPORTS and EXPORTS as stated in MONEY 

in the UNITED STATES with the progi-e'ss ofE~TRlES and CLEARANCES of SHIPPING. 

(Compiled from Tables, p. 177 et seq. of Appendix to First Report of Royal 
Commission on Trade Depression, continued to date.) 

. 
Imp .... per HeRd of E.p .... per Head of Bnmes and Clear&Dou or . 

POpul.tlOII, Population, Shipping. 

- Increase Inoreue Increase 

Amount. or Deoreu8 Amouat. or Decrease Tous per 01' Decrease 
on previoUi on previous HeRd. on PreviOQI 

Period. Period. Period. 

£ a. d. PerCe ... £ •• d. Per Cent • TonR. Per Cent. 
185~9 - - I 17 8 - 1 13 7 - 0'44 -
1860-64 - - I 14 10 - 7',52 1 7 8 - 18'86 0-47 + 6'82 

1~ . · 1 18 2 + 9'67 1 3 7 - 13'46 0'40 - 14,'89 

1870-74 . · \I 18 7 + 58'49 \I 911 +111'66 0'67 + 42'50 

1871>-79 - · II 2 5 - 27'60 2 16 3 + 12'69 0'62 + 8'77 

18~4 - - II Iii 7 + 31'04 3 511 + 17'19 0'68 + 9'68 

1881>-87 . · III 7 - 7'20 218 0 - 12'01 0'62, - 8'82 
(3 yean only.) 

, l ._-_.-,_. -- -,,~---

04 



11! BO'I'AL OOIDlI88IOM OR GOLD AND 8ILVRB: 

FRANCE. 

SUMHARY TABLE comparing the progress of IMPORTS and EXPOIlTil 88 stated in MolI!Y 
. in FIWICB with the prograBB of ENTRIlIS and Cr,HARANCBS of SHIPPllfG. 

(Compiled from Tables, p. 177 et Beq. of Appendix to First Report of Royal 
Commission on Trade Depre88ion. continued t.o date.) 

Imporia per Head of hporia per He04 of Batri .. ana CJeanoa.. of 
Popll1alion. Popoladoo. 8bippu." 

- 1._ I ...... I ......... 
Amount. orD ....... . Amoout. orD_ T ....... ...D_ 

OD. previOUI on l.revWu B....t. OD prPiOlll 
Period. .rIod, Period. 

£, 8, d, Per Ceo., £, •• d. PerC .... ToOl. I p .. CnL 
1855-69 - - 1 18 4 - 2 1 11 - 0'23 -
186O-&l - - 2 9 I + 28'04 211 4 + 22'46 0'26 I + 13'04 , , 
186lHl9 - - 3 2 8 + 27'67 8 211 + 22'67 0'83 I + 26'92 

I 
1870-74 - - 3 15 8 + 20'75 315 0 + 19'21 0'41 

I 
+ 24'24 

1875-79 - . 4 6 7 + 14'43 3 14 11 - 0'11 0'52 + 26'83 

1880-84 - - 5 1 4 + 17'04 8 13 5 - 2'02 0'69 + 32'69 

1885-87 - - 4 6 0 - 15'13 8 610 - 8'97 0'70 + 1'46 
(3 yean! only,) 

-

GERMA.NY. 

SUMMAlty TABLB comparing the progress of IMPORTS and EXPORTS as stated in MONEY 
in GERMANY with the progress of ENTRIES and CLBA.BANCE8 of SHIPPING, 

(Compiled from Tables, p. 177 et Beq. of Appendix to First Report of Royal 
Commission on Trade Depression, continued to date.) 

Imporia .... Head of ",BsporII per Head of IIutrieo aI!A\ CIeeIu_ of 
PopolatiOll, Popll1alion. Shippu." 

- -=l In ....... Ine-. -orDecreue Amount. orD_ T_ per orD_ 
ODprevioa OD JR'"ioDi B....t. OD~ 

Period. Period. 

£, •• d. Per Cen •. 4: •• d, Perc.... T .... PerCenL 

1872-74 - - 4 6 3 - 2 16 7 - ·0'26 -
(8 years only,) 

1876-'19 - - 4 6 1 + 0'19 3 8 0 + 11'84 0'27 + 8'86 

1880-84 - - 8 8 8 - 20'72 3 8 8 + 8'99 0'32 + IS'Ali 

1885-87 - - Ii 8 9 - 6'69 3 3 10 - 7'04 to'85 + 9'87 
(8 years cmIy,) , 

. • 
• Avenge fo< y .... 1871 ana 187., t Aftril!e 1m _ ,._ 1885 .... 18H, 
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ITALY. 

SUMMARY '['ABLB comparing the progress of IMPORTS and EXPORTS as stated in MONEY 
in ITALY with the progress of ENTRIES and CLEARANCES of SHIPPING. 

(Compiled from Tables, p. 177 et 8eq. of Appendix to First Report of Royal 
Commission on Trade Depression, continued to date.) 
, 
I Imports por Hed.! ·of &pOI'tfl per Bead of EDtriea and Clearanocs of 
i Population. 

, 
Population. Shippiog. 

I - In ....... Illcreale Increue 
-·-~-i---

I Amount. or Decreue or Deereaae TOOl per or~ 
on previoul I .AmOQDL 

I I on I.reviouM Hea4. OD previollR 
Period. I eriod. 

I 
Period. 

£ I. d. Per Ceot. ! £ •• d. I Per Cent. ToOl. Per Cent. I 
IH61~2 - - 1 10 4 - o 19 5 , - 0'25 -.. 

I 

(2 rear. only.) , 

I 

I 
1863~7 - - i I 13 10 + 11'54 I 1 210 + 17'60 1 0'31 + 24'00 

I 

1868-72 - . - I 9 I + 14'04 1 7 3 I + 19'34 0'30 - 3'23 

1873-77 I 17 I + 27'01 
I 

1 11 6 I 15'60 0-30 - - + -
1878-82 - - 1 13 6 - 9'66 I I 10 10 - 2 . III 0'33 + 10'30 

1888-1<7 - - 2 0 0 I + W'40 I 1 9 -I - 4'86 0--12 + 27'27 I 

I 
I 

I 

The following figures from Mr. Giffen's reportB to the Board of Trade show that the 
declared value of our foreign trade in the under·mention¢ years was as follows;
The progress of the trade to 1873 having been for many years almost unbroken. 

1873 
1879 
1883 
1884 
1885 
1886 
1!j87 

£ 
626,000,000 
554,500,000 
667,000,000 
623,000,000 
584,000,000 

_ 562,500,000 
• 583,500,000 

If, however, the trade of the three latter years be valued at the prices of 1873, it 
would be represented by the following ligures ;-

£ 
1879 
1883 
1884 
1885 
1886 

The average for the last four years is--

Declared Val ••• 

609,100,000 

• 711,000,000 
- 861,000,000 
• 844,000,000 
• 835,000,000 
- 858,000,000 

Value at Prioea of 1873-. 

£ 

849,000,000 

showing an a.verage falling off of 240,400,0001., or about 29 per cent. 
Even a more striking proof of the decline in value of British trade, as compared 

with volume, is afforded by the fact, that while we have seen the total value of that 
trade declined from 626,000,0001. in 1873, to 583,641,0001. in 1887, the total 
tonnage employed in carrying it advanced from 37,934,422 in 1873, to 56,170,447 in 
1887. 

.. 18116. 
p 
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Wagll8. 
I think that further evidence might have been taken with advanta)!e ae to the 

"ourse of wages in this and other oountries with a gole! standard, but although 
there has been no general fall in wages oorresponding with the fall in priCl'B, the 
information oollected by the Royal Commission on 'i'mde Depression, as well ae by 
the present Commission, appears to indicate a reduction in the wages of agricldtural 
labour in many districts, and, although latterly there are indjoations of improvement 
due to greater commercial activity, a manifest tendency in recent years towards a 
decline in other important industries. I 

It is necessary to remark, in reference to this question, that the mere abst'nce of 8 
fall in wages is not of itself sufficient to prove that there hae been no appreciation 
of the standard, as this process may, in certain circumstances, have manifestee! itself 
in preventing a rise. In the present case there is no doubt that the course of wages 
for a considerable period prior to 1873 was in an ascending .scale, and that. it hae 
suddenly been arrested, if not to any great extent reversed. 

In an important paper by Mr. Giffen, read before the Statistical Society in 1886, it 
is shown by ample statistics that the riRe wmoney wages of the working claeseR in the 
Uilited Kingdom during the last 50 years had been between 50 and 100 per cent., 
and that this progressive improvemt'nt appeared to culminate about 1873, since whioh 
time there has been little increaee, and in some cases a decrease, indicating the presence 
of some cause of a. general kind which had oounteracted an economic movement due 
to other causes which wel,'e still in full or increased operation. 

Silv&r' Prices. 
17, The evidencll as to prices measured in silver is much les8 complete, owing to 

the absence of authentic statistics or estimates by competent authorities, uut it is never· 
theless in our opinion sufficient to justify a general conclusion. 

We have not been able to obtain any evidence pointing to a rise of prices in silver· 
using countries, and the Commission has been compelled to rely on geneml statements 
in the absence of well authenticated and adequate statistics. In most of these the 
condition of the currency renders the compilation of such statements difficult and of 
doubtful value; but I think that the magnitude and importance of British India, 
combined with the fact of its possessing a Bound system of currency based on a 
metallIC standard, may be considered to give it a representative character, and to 
render it a field of useful, if not of decisive inquiry. 

I have, therefore, Bought in the movements of prices and of the precious metals 
in that Empire for the means of comparison with the gold prices of the western 
countries. . . 

For this purpose the' Commission obtained, both from the India Office and from 
the Government of India, . all . the available materials for forming an opinion on this 
subject ot Indian prices,l\nd append Tarious tables .. 

The imperfection of .these. materials is apparent on the surface, from causes which 
are familiar to all those who are acquainted with the conditions of India, that it is 
unnecessary to do more than to refer to the explanations given on this heael, both 
in the written and oral evidence. . 

But there can .be little doubt that during the years succeeding 1873, there is no 
evidence of a rise in the general level of prices in India, and that, although there has 
been in some provinces and districts a rise in the wages of skilled labour, the general 
wage level, as indicated by the wages of unskilled labour, hae not as yet risen. 

Mr. O'Conor, the Assistant Secretary to the Government of India iu the Department 
of Finance and Commerce, has prepared at our request a statement of Indian price and 
wage levels from 1861 to 1873, and from 1874 to 1887, from which we gather the 
following resnlts :-. 

1. That, on the whcile, the food grains of India have for the last seven years been 
cheaper than in the 14 years immediately preceding them. 

2. That the general level (aver~ge) of prices for the 14 years from 1874 to 1887, 
is lower, except for wheat and rice, than in the 13 years from 1861 to 1873. 

3. That, in the case of the principal exports, whea.t, rice, cotton, linseed. the 
• . production of which covers vast areas of land, there 1ae been an increase only 

in rice. Wheat and cotton have fallen, and linseed is nearly stationary. 
4. That, of other exports, jute and shelll!.oalone show any marked increase, while 

saltpetre, silk, and sugar have fallen. . • 
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These genoral rosults correspond in the main with the conclusions to be drawn 
from the returns furnished by the India Office, as well as with the statements of other 
witnesses; nor is there any evidence afforded by the returns of silver coined in India 
during the years under review whioh would tend to show that the currency has 
undergone any abnormal expansion. 

On the whole, we have been unable to obtain evidence that there has been a rise in 
the general level of silver prices in India or in other silver. using countries; on the 
contrary, it appears to be established that in several important staples of international 
trade there has been a decline in silver prices. . 

In gold-using countries, whertl· price lists and market quotations I1<re not available 
with a view of asoertaining silver prices, it is necessary to convert the index numbers 
of tbe several. tables of gold prices into figures which represent silver prices according 
to the gold prices of silver on the dates to which those numbers refer., 

The result of· this comparison shows that since 1873 (the date of the abandonment 
of the fixed ratio by the Latin Union) silver prices have declined as well as gold prices 
although more slowly, and to a considerably less extent. . 

18. I thus arrive at the cOftclusion th ... t there is evidence of III very marked fall in' 
gold prices in so many commodities as. to give it a general character, and that in siI'ter 
prices whatever change has taken place has rather been in the same direction, although 
to a far less extent. But it is essential to observe that in the foregoing remarks I hl\ve 
confined myself strictly to a statement of the fIIcts, so far as I have been able to 
ascertain them, and carefully' avoided all reference to the causes of th~ reo~nt course 
of prioes. . 

J agree, therefore, with those who think that the evidence justifies the conclusion 
that the period under revision has been one of falling prices, and that there is nothing 
in the facts whicb is inconsistent with the opinion that to whatever extent these 
causes may have contributed to the result, there has been no fall in gold prices 
attributabh" to the' appreciation· of the gold standard, nor d'les the recent part,ial 
reoovery in tbe prices of certain commodities and in freights referred to in § 24 
of Part II: of the Report at all invalidRte this opinion. 

19. We are now in a position to form an opinion as to wbich of the two sets of 
causas speoified in para, 15 have opei:a,ted in the present case in creating the divergence 
bet,ween gold and silver prices. 

If t.bis divergence had been due to the first set of causes solely, viz., to some change 
in the relative value of the two metals, that change must have taken one of the three 
following forms :- . 

1. An appreciation of gold. 
2. ,A.depreoiation of silver. 
3.A combination of both. 

But in either', of the two latter cases, th~ third factor in price, commodities, having 
been" ex-hypothesi" ·constant, silverprices must have risen to the whole extent of the 
divergence in the first case, and to a part of it in the second of which, as we have 
soen. there appears to be no evidence. 

'l.'hese two explanations are therefore imt<1missible, and if the tlivergence is due to 
oauses IIffecting the metals alone, it must be due to appreciation of gold. 

But if it be due to the seoond set of causes, viz., a combination of changes in one 
or both of the metals and ill commodities, the cause must be either--

(a.) A depreciation both of silver and commodities to the full extent of the 
divergence; or 

(b) A d~preciation both of silver and commodities to the exttJnt of a part of the 
divergence, with an appreciation of gold to the extent of the difference. 

Either of these hypotheses is consistent with the facts of price given above. 
Weare then left with three possible explanation". One derived from the first, and 

the others from the second set of causes :-
1. Appreciation of gold. silver and commodities being constant. 
2. Depreciation of silver and commodities in relation to gold, gold remaining 

constant. 
a. Appreciation of gold, and depreciation of silver and commodities in relation to' 

gold. 
P2 
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, I ao not think that the facts before us lIt·ar out either of the two liNt of these 
e~plan8tioDs, although more ,consistent with the first than the second. ' 

I cannot doubt that cheaper proauction and transport, combined with other causes 
which have increased the efficiency of labour, have had some share in the fall of prioes 
auring the last 15 years; but these it must be observed would have affected equally 
both gold and silver prices, and cannot therefore explain the divergence between 
them, eXCflpt on the assumption that silver also has depreciated to the same extent 
in relation to gold, a contention which will be examined further on. 
" The second explanation requires the belief that the reduction i:l1 the yearly supply 
of gold to countries outside the United States of 16,770,OOOl. h88 had no effect on the 
value of gold in those conntries, while the addition of 4,558,0001. to the supply of 
silver has lowered its value by about 28 per cent.; that gold prices have fallen 28 per 
cent. from cheapening of production, and that the silver prices of commodities would 
also ,have ~allen 28 per ~ent., had it not b~n for .an increased supply ~nd redu.ced 

" demand for, that metal whlCh counteracted thIS fall; III other words, that silver pnces 
. "Would have fallen from 100 to 72 if it had not been for the increased supply of silver 

, I'elatively to the demand, and that the increased eupply of silver and reduced demand' 
for it, have exercised an influence on silver prices equivalent to what would be required 
to raise from 72 to 100 or by 39 per cent., while a more than proportionate increase in 
the demand for gold, and a more ,than threefold greater reduction in the supply of that 
lIl9tal has had no effect on gold prices. ' 

An elaborate argument will be found in Part II. of the Report, H 48-71, in support 
of this second explanation. in which the divergence between gold and silver is mainly 
attr~buted to the depreciation of both silver and commodities. 

• This contention has been 80 fully dealt with by Mr. Barbour in his Note, whose 
, viewa I entirely share, that I have little to add. ' 
. It has been contended that a heavy fall in the gold price of silver may have been 
caused by the effect of the increased supplies of the last few years operating on a stock 
diminished by the whole quantity of silver which .exists in the form of subsidiary 
coin in the currencies of Europe and the United States, and which is kept at a 
gold value by legislation estimated by M. Soetbeer at 361,433,333l. 

But this argument appears to lose sight of the effect on the value of silver of the 
withdrawal from the markets. of the world of this large portion of the stock, which 
is, at present, locked up in the currencies of gold. using countries, and nq longer available 
for export. 

Independently of this consideration, however, it must be observed. that if silver has 
depreciated because the increased supply has operated. on a diminished stock, it would 
not have depreciated if this cause had been absent and it had operated on the whole 
stock. 

If then, as is assumed, the gold standard has not appreciated since the rupture of 
the bimetallic par,"-and silver would not have depreciated except for that rupture,-the 

'atandard of value in the West, which then practically consisted of both metals fused 
for this purpose into one, would have been unaffected, and the fall of 28 per cent. in 
the price of commodities from causes directly affecting them as is alleged would have 
been manifested both in gold and silver prices, i.e •• in prices both in E6Ilt and West. 

But it is impossible with the same metallic stock of gold and silver, ahd the same 
quantity of commodities in both cases, that there could be a fall of 28 per cent. in the 
price of the latter. both when measured against both metals in combination, and when 
measured against g.old alone. 

Therefore the gold standard must have appreciated in some degree. even according 
to this theory. from causes directly affecting that standard, viz., the recent changes in 
monet.ary legislation. ' 

The question is not whether gold has appreciated from causes directly affecting gold, 
but whether the standard of value in gold. using countries has appreciated from caU8ell 
directly affecting the standard. This distinction is important. 
. I also agr~e with Mr. Barbour in his observatiollil on § 61 of Part II. of the 
Report, on the effect of an alleged increase in the indebtedneSil of India to England on 

• current accounts in checking the export of silver to India. 
In addition to the difficulties enumerated by Mr. Barbour, which must attend all 

attempts to draw up a correct statement of international indebtednese in the case of 
India, which have hitherto baffled the most experienced accountants, I would observe 
that we can only hope for an approach to accuracy by !extending the account over 8 

very long period of time, so as to include all loans contracted in this country. 
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Two general principles may, perhaps, be stated:- .. 
]. That the excess value of the net exports of goods over the net import of specie 

represents the amount of the home charges, incluiling the interest on debt. 
2. That the excess of remittances over the surplus or n~t export of goods represents 

the annual increase of capital debt. 

But if an attempt be made to trace the operation of these principles in any limited '. 
period. they will often be found more or less at variance with apparent f,",ots. ' 

The remark in § 68 of Part Il .• as to the effect of the India Council Bills appear~' 
to me; for this reason. to overrate their influence on exchange. which can only De 
temporary in acting as a substitute for silver, and thus preventing its export to India .• 

The Council Bills are merely the mode by which the Government of India pays its 
obligations in England. If there were no more Council Bills, there would be no 
remittance in their place, for there would be no more obligations to discharge. The 
export trane of India wonld be so much less, and there would be no greateJ.' .. demand 
for silver than at present. r t is a confusion between cause and effect. d, "', , 

Another reason for rejecting this explanation is the remarkable coincidence hi the' 
fall of the gold prices of silver and of commodities, shown in a separllte papel' by,' 
Mr. Barbour, whioh is hardly to be ~oonciled with the belief that it oan be due to;' 
CaUBE'S independent of each other, and points rather to a common cause, viz., the' 
appreciation of gold. But unless this explanation be accepted, the argument of 
§§ 48-71 of Part II. of the Report falls to the ground, ( 

It is therefore to the third of these alternatives that r am rather led to look for 
an explanation of the phenomena under investigation. viz., the propoeition' that 
the fall in gold prices is due partly to appreciation of gold, and partly to depreciation 
both of silver and ccmmodities relatively to gold. . 

What propo~io~ of the fall,is nue ,to. each ?f these causes r am unable to sal. ' • 
but I strongly mclme to the behef that It IS due m a far larger measure to the former;, 
than to the latter. 

My reason for this belief may be shortly stated. 
1. have said that I did not attach much' importance to the change which h8,s 

taken place of late years in the relative supply of gold and silver in producing the 
divergence of value, and that I attributed this rather to a change in the condition~ 
of demand. . 

From this point of view it seems probable that as the demand for gold for currency 
practically only arises in conn tries with a gold standard, while the demand for silver, 
for currency arises both ill countries with a gold and in those with a silver standard, 
tho increased demand for gold due to recent monetary legislation would have had a 
much greater etlact on its value than that which any diminished demand for silver, 
due to those causes, would have had upon the value of the latter metal. 

To sum up, therefore, my conclusion npon this branch of our inquiry : 
It appears to follow from the foregoing reasoning that, as between gold and silver 

.. inter Sill" reg!\roed as standards of value, there has been an appreciation of gold an1. 
~ {lepreciation of ~ilver in unascertainable proportions. 

But that in considering gold and silver in their relation to commodities, gold 
boing a commodity in countries With a silver standard, and silver being a commodity 
in countries with a gold standard, and thns using the terms .. appreciation" and 
.. depreciation" of the precious metals in their popular sense, there has been an 
appreciation of gold to the whole extent of the divergence from a combination of 
Clmses, and not only no depreciation of silver, but probably a certain "appreciation" 
of this metal also. • .. 

The impression left upon my miud by the results of the inquiry is that if the 
legislative changes made in 1873, and subsequently, had not taken place, there would 
probably haye been some appreciation of the bimetallic standard, i.e., both of gold and of 
silver, due to causes directly affecting commodities; but that the effect of those changes 
has been to niminish the relative demand for silver; and to increase the demand for 
gold, both relatively and positively, thus reducing within comparatively narrow limits' 
the appreciation of silver, while 8oi!riously aggravating the appreciati,on of gold, and 
leaving the level of silver pri.:les with little alteration, while causing a marked fall in the .' 
level of gold prices., . 

Causes otlWf' tlwm Apprec-iatWn of Gold. 

20. Having thus arrived at the conclusion that there has been a distinct appreciation 
of ~old, due in a considerable degree to causes primarily affecting that metal, it is not p, 
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necessary to discuss at any length the reaSOllS and argumentll which have beell 
advanced to prove that there has been nune, but so much prominenoo has boon given 
to these considerations, bot~ by several witneBBeB, and in the report of our colleagues, 
that some remarks are requll'ed. . 

This view is sustained by two different lines of reasoning. 
The one is directed to show that the fall in gold prices, Lo whatever extent it is 

admitted, is to be explained by causes directly connected with commodities. 
Th~ second appeals ~ ~he effect of the extension o~ cre~it,. and .of banking and other 

(Jx~dlents for economisIng the use of gold, which It IS said have operated in 
neutralising any tendency to its appreniation. . 

21. Much stress has been laid on the fall of prices due to what is described as an 
cconomic revolution, and a new epoch in the conditions of production, transport, and 
mechanical and other scientific improvements in manufacture and sgriculture, upon 
the untrustworthiness of averages between different. commodities differing in relative 
importance, on the. a?sence of retsil and local pri~e8 in such averages, and perhaps, 
above all, in the omISSIon of wages from the compansons. 
. In answer to these objections, it is to be said that those undoubted causes of a fall 
in the prices of many commodities may be at Once admitted, witllOut in any way 
proving that they may not have coincided with and aggravated the effects of au 
appreciation of gold, and that they are insufficient to account for the fall in the gold 
price of silver; also that there is no reason to assume that they commenced to operat{l 
in 1873; that, in adopting the system of index numbers, its authors were fully alive 
to its defects, and that, after making every allowance for them, the most careful and 
thoughtful economists, such as Cairnes and Jevons, both held it to be sufficiently 
trustworthy to found upoll:it practical conclusions with every reasonable confidence ; 
that retail prices will not immediately correspond with wholesale, although ultimately 
'IUljusted to them; that wages will probably be the last department which will exhihit 
signs of reduction, and that we have received much evidence that these have way ill 
important branches of industry. 

The· general argument which is also urged in § 24 of Part II. that there is 
, no evidence of a universal fall, extending to all commodities, all prices, and all 

wages, and that an appreciation of the standard can only be attested by 8uch a 
result, scarcely appears to me to call for much remark, as I cannot ,loubt that 
the operation of a subtle cause such as this would, from the nature of the case,be 
gradual, unequal, irregular, often local, and unattended by any uniform and univcrsal 
manifestations. 

22. Under the first head, I also think that it would be difficult to show that the 
supply of commodities generally has increased, or the cost of production been 
diminished, during the last 15. yearll in a greater degree that in various periods of 
similar length before that date, when no very general or permanent fall of prices 
resulted. Those who allow tha.t prices have fallen since 1873, and deny this to have 
been the effect of an appreciation of gold, must point out something else in the progress 
of industry since that date entirely different from and even contrary to the progress of 
the preceding period. If it be said that the gold di8Coveries in 1850 and the 
succeeding years counteracted the effect on prices which would have been produced by 
the increased supply of commodities in those years, this only shows how powerful ill 
the influence of the supply of, and demand for, the precious metals, and justirulll 
those who contend that the emtra demands upon gold, owing to the demonetisstion of 
silver and the rupture of the bimetallic par, have sincn IS74 intensified the flffect of 
the development of production, and diminution of cost during the latter period. 

23. In the next place, I remark that an increase in the supply of commoditics 
involves new demands for the precious metals to be used as cUlTency and reserve, for 
hoarding, for ornaments, and for use in the arts; so that not merely may the value 
of commodities fall in relation, to gold, owing to in8rflllse of supply, but if the com
modities of which the supply have been increased be of great importance and the 
number considerable, the value of gold generally may rise owing to the increased 
demand for it. 

In no other country have the development of natural resources, the increase in 
production, and the extension of facilities for transport kept pace since 1873 with the 
:rr~teg. States], and it is in thls count';"Y that the deman~ for gold has most rapidly 
mcreased. . -. 
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,£4. Again, admitting a.n increa.se of supplya.t .cheaper cost in certain commodities, 
and a considerable diminution in the cost of transport sinoe 1874. and as, a consequence. 
the fall of the prices of these articles due to', these causes, I am of opinion that tjJ.e 
ultimate effect should ha.ve been to ha.ve stimulated the dl3mand for other articles, 
the price of which would consequently have risen. If so, the fall of prices, which 
is & marked characteristic of the last 15 years, would not have occurred at any rate 
to so great an extent. 

25. And finally, if gold prices have fallen solely owing to CaU881j connected with 
commodities, Rilver prices shoul,l Mso ha.ve fallen, unless it can be shown that the 
fall in silver prices has been counteracted by an increased supply and a diminished 
demand, which is not, I think, borne out by the facts of the ca.se., , 

26. With respect to the second line of argument, I must begin by stating that I do 
not share the views expressed in Part n. of the Report, as to the effect of credit upon 
prices. The question is one of such oomplexity, and has hitherto been so imperfectly 
investigated by economists, tha.t it cannot be adequa.tely discussed in connexion with 
our preserlt inquiry, but I believe the operation of credit to be rather that of adding 
inca.lculably to the number of tra.nsactions, &B well a.s to the circulating medium 
required to effect them, than of diminishing the quantity of meta.llic money necessary 
to supply the requisite currency. 

As a matter of fact, I doubt whethE'r, on the whole and in the long run, it has been 
found that the development of credit has diminished the quantity of metallic money 
required for currency purposes. , 

I concur in the opinion of Mr. Jevons contained in the following passage:- Investig ... 
.. While the elasticity of ,cr{'dit may certainly give prices a more free flight, the tiona in . 

inflation of credit must be checked by the well-defined boundary of available capital cud':;"ce 
which consists, in the last resort, of the reserve of notes, equivalent to gold in the :' 30.

n 
•. 

banking department of the Bank of England. Prices may temporarily rise or fall 
independently of the quantity of gold in the country, ultimately they must be governed 
by this quantity. Credit gives a certain latitude without rendering prices ultimately 
independent of ,gold." • 

And again, p. 176, '.' It is the aggregate of coin and gold in circulation or reserv,!, 
.. in short, the supply of gold AS compared with the work it has to do, which deter
.. mines the range of prices, and which must' in the last resort be used to make 
.. payments either in an internal or foreign drain.~· ' 

But without entering further upon this question, it is enough for our present purpose 
to observe that any extension of credit instruments in the period under review will 
undoubtedly have taken place rather in the chief gold·using countries than in those 
with a silver standard, thus tending to sustain prices in the former rather than in the 
latter, and that it is precisely in the first that prices have fallen, while in the latter 
they have been oompamtively unchanged. 

If, therefore, these agencies are held to atl'E'ct prices, it is inoontestable that the 
prooess whioh a.ny extension of them would have set in motion would have been that 
of a fall in the value of gold, or at least an arrestation of a rise, and a relative rise 
in the gold price of silver, which it:! countries with a gold standard is a simple com
modity, instead of whioh the one fact 8S to which all are agreed is that the gold 
price of silver has fallen 28 or SOper cent. • 

27. The same remarks are applicable to the effect Df any economies of gold by 
bauking and other expedients, 8uoh as postal orders, the telegraph, and more rapid 
means of transport, the use of seourities, &c., refelT'.!d to in § ::13 of Part II. of the 
Report, aud I must add my opinion that there seems no sufficient reason for supposing 
that there has beeu auy suoh marked' progress in these economies sinoe 1873, as 
compared with preceding periods, as to have produced ,the consequences ascribed to 
them. 

28. I do not think that the influence of credit or of economies in the use of gold 
sinoo 1873 has any material bearing on the 'question before us; and I cannot therefore 
admit the force of the argument in § 53 of Part 11. 

, 29. In ~ J6 of that Report a reference is made to what is called the .. nexus" between 
priolls and the metal whioh forms the standartl of value. In the remarks which 
follow, the diffioulty of the questiou appeal's to me to be complicated by considerations 
which do not l'eftlly affect the mo.in issue. 

I P4 
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Acoording to Mr. Mill the pri~ of a thing is 'its value in money. The" nexuI" 
therefore between money and anything else for which it is exchanged is the Bame as 
that between any other two commodities. , 

H the q.uan~ty of gold or ~f iron inc~s rela~ive~y ~. the quantity of anything 
else for whIch It is exchanged, Its purchaSIng power IS dlmmlshed. 

H the quantity of gold or of iron decreasell relativelr to the quantity of anything 
else with which it is exchanged, its purchasing power is mcreased. 

Whatever may be the effect of what are called" substitutes for gold" as money. 
the fact remains that an onnce of gold will at one time exchange for more wheat or 

. iron than at another time, and the question which. as I understand it, has been referred 
for inquiry is whether at the present time, the purchasing power of gold has increased, 
and, if so, to what c!!.uses such increase is rlue. 

30. Another argument to which much prominence has been given in our inquiry ill 
that if there had been any real appreciation of gold due to scarcity it would be visible 
in a diminution of the Bank reserves and in a high rate of discount. 

I do not believe, and in this view I believe that I am in accordance :with most 
economical authorities, that there is any necessary connexion between the abundance 
or scarcity of the standard metal and the rate of interest or discount on money. The 
value of mqney in the money market and in the produce market are two totally 
different things. The one is the tet'tll used for the use of capital, not of gold, except 
80 far as it is capital, and the demand for capital on loan has no necessary relation to 
the demand for gold in exchange for commodities. 

The rate of discount depends on the activity or depression of trade, and as a matter 
of fact, it will, I believe, be found that when gold has been most abundant, as at the 
time of the gold discoveries in Australia, the rate of discount was unusually high. 
During 1854-57 the rate was only for a few months below 5 per cent.; for more than 
half a year it stood at 6 and 7 per cent., and at the end of 1857 it remained for nearly 
two months at 10 per cent.; again in 1861 it rose to 6 and 8 per cent. 

On the other hand, in periods of depression, the rate of discount and interest is low, 
because there is a diminished demand for money on loan, business being restricted and 
enterprise checked when prices are. falling. 

TABLB of the RATES of DISCOUNT and GOLD PRODUCTION, showing that although the 
production was very much smaller between tbe Years 1844-1852 than btltwcen 

'1853-1863 tbe average rate of discount was lower. 
.----- - -- . -- --- . ----

y .... Anrage Rate ot Production. Disco1aDt. 

£ ." d. £ 
184f 2 10 ° • 7,639,000 
1845 2 13 8 7,639,000 
1846 3 6 6 7,639,000 
1847 5 3 6 7,639,000 
1848 314 5 7,639,000 
1849 2 18 7 12,700,000 
1850 2 10 1 14,200,000 
1851 3 0 ° 16,600,000 

----
Average 3 12 3 10,211,000 AVer8ge or 8 y ........ 

-
1852 2 3 ° 36,550,000 
1863 3 13 10 31,000,000 
1854 5 2 3 25,490,000 
18511 4 17 10 27,015,000 
1856 6 1 2 29,520,0(10 
1857 6 13 3 26,665,000 

.£ •• d. 1858 3 4 7 24,930,000 8 yean' average 
~4 6 4 1859 214 7 24,970,000 28,275,1I00I. 

1860 4 3 7 23,850,000 
11!61 5 5 4 22,760,000 
1862 2 10 7 21,';50,000 
1863 4 8 2 21,390,000 

I 
Average 

I 
4 4 10 26,311,~ 12 ycars' Il\"ern,..,.".. 

I 
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Thus the first eight years show a total production 81,686,0001., average discount 
3'6125. 

The second eight years show a. total production 226,220,0001., average discount 
4'3841. 

Twelve'years show a total production 315,770,0001., a.verage discount 4'3437. 
The term scarcity of gold is a misleading expression. It is not scarcity in the sense 

of scarcity of bread or meat. It seems to me that if there is less gold, less is wanted 
for currency, except to sustain prices. This, therefore, does not cause a' greater 
demand for gold which is intended for new production, and not· for circulation. On 
the contrary, when prices fall business contracts, and production is checked........capital 
in the form of gold accumulates in the banks, and the rate of interest and' discount 
falls. 

31. Another theory which has received support from several' quarters and which 
attributes the fall in gold prices to other causes than the appreciation of gold, is that 
it has been brought about by a fall in the gold price of silver, acting in the first 
instance upon the prices of commodities exchanged in the trade between gold and 
silver using countries, and ultimately upon the genorallevel of all prices. 

This view -has been set out at, length in §§ 81 and 82 of Part I. of the Report, 
and in § 9 of Part III. There is no doubt that some colour is given to this theory 
by the rema.rkable coincidence between the course of the index numbers of the prices 
of commodities generally, a.nd the course of the price of silver, but in considering the, 
question it is necessary to distinguish between cause and effect. 

If the fall in the gold price of silver was due to the depreciation of silver alone, 
silver prices would have risen, while gold prices would have at first remained the 

.same. 
In this case the producer in silver.using countries could not afford to take a lower 

gold price, and his competition would not, therefore, have caused a depression in gold 
prices. . 

It is because, as I think, this fall in gold .prices is largely, if not mainly, due to the 
appreciation of gold, and because silver is not depreciated in relation to commodities, 
that the producer in silver-using countries has been enabled to sell his produce at a 
lower gold price. . 

I, however, think that even upon this assumption it is probable for the reasons given 
in § 81 of Part I., that the advantages temporarily given to the producer in silver 
countries have stimulated the exports of certain articles, as for instance, of Indian 
wheat, and thus tended to increase the supply in gold-using countries, and beat down 
their price, and that this process may have had an appl"6ciable, although a limited, 
effect in aggravating the fall of gold prices. This cause, however, to whatever extent 
it has operated, I regard rather as collateral and contributory than as primary in 
its effect on gold prices. 

32. Having thus examined the different causes of the divergence in value between 
gold and silver, and their respective effects upon gold and silver prices, I add some 
remarks as to their bearing upon the matters of practical business to which attention 
is directed. 

India: 
(a.) Remittances of Government . 
. 1. For old and fixed contracts. 
2. For new and current contracts. 

The very serious nature and extent of the effects of the divergence upon these 
remittances are shown at Bome length in §§ 94 to 100 of Part I., and I need not 
therefore repeat them. 

3.1. But I cannot express too Btrongly my sense of the injurious, not to say 
disastrous, effect of the absence of a common standard between this country and its 
greatest dependency 

It is not too much to say that it renders all continuity of. financial policy impossible 
in a country in which successful government especially depends upon finance, and in 
which the financial difficulties cf the future are grave enough, without this additional 
source of unnecessary and lamentable weakness . 

• 5&186_ Q 
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84. Penons in India who have to make remittances home in gold have suffered 
in the same manner and to the same extent as the Government. Their remittances, 
when converted into gold, undergo at the present time an apparent los« of about 
33 per cent., except when this is alleviated by a fall in the gold prioes of the articles 
or services in payment of which tho remittance is made. . 

The private remittances, as a wholl', comprise not only the savings of Europeans 
resident in India. both in the service of Government and in other capacities, but the 
dividends upon Indian investments due to residents in England, and remittances by 
banks and merchants in the coune of commercial tl'ansactions. 

It is not possible to ascertain theit' total amount, but when it is considered that 
most of the joint stock enterprises, such as railwa;rs and many agricultuml and 
manufacturing undertakings, have been created by British capital, it is evident that a 
large part of their profits must be remitted to England, and that these must suffer 
heavily by, the fall in the exchange. 

'fhere is, however, this distinction to be noted between the remittances of Govern. 
ment to defray fixed charges, and those of private persons who remit their savings 
or profits. .In the case of the first, an addItional, number of rupees is required to 
discharge a fixed sterling obligation. In the second case the same number of rupees is 
remitted, with a smaller outturn in sterling. The effect, therefore, of the fil'Ilt is to 
increase the export .. from India, while no such consequence attends the second. 

On PrOd'lUJer8, Mercham,ts, and Tampayers of Inrlia. 

35. Before I proceed to deal with the respective interests of these several classes, 
it may be convenient to state my views with regard to the general eWeet produced 
upon the international trade between a gold and a silver using country by changes in 
the relative value of the two metals. Such changes, as I have already pointed out, 
must be attended or followed by proportionate changes in the levels of gold and 
silver prices. But while any change in the relative value of the two metals will take 
effect simultaneously in both countries, the adjustment of all prices, including the 
wages of labour, to the altered relation is necessarily not only gradual and unequal, 
but in regard to existing contracts, the wages of labour, and all payments regulated 
by custom, often so elow and doubtful in its .operation as greatly to affect the 
relative conditions of production in the two countries. While the adJustment is pro
ceeding, the producen in one country may pOBSess a distinct advantage over those in 
the other, from the fact that prices may have fallen in the fint and not in the second, 
while fixed charges such as rent, interest on loans, and wages remain for a considerable 
time unaltered. 

When the process of adjustment has been completed, and all prices, including 
wages and fixed charges, have accommodated themselves to the altered relation of 
the standards, the conditions cif exchange between the two countries will, so far as 
this cause alone is concerned, be the same as before. 

I cannot help thinking that the widely prevalent opinion that the divergence in 
value between gold and silver has operated as a stimulus to exports from India and 
other silver-using countries, is largely due to the impression which existed in the 
earlier period of that divergence, and which was strengthened by the Report of the 
Silver Committee of 1876, that it had been caused bya depreciation of silver as a 
stan~ard of val)le against commodities. If this had been the case, we should have 
expected a marked flow of silver to bdia in preference tQ other commodities, and a 
temporary increase of exports from India, thuBcausing a stimulus to Indian exports, 
and a check to the import trade in gooqa until an equilibrium had been reached. But 
no such effects need be produced by II. divergence due to the appreciation of gold, 
which, as will have been seen by my previous remarks, has been, as I th~ t.he 
principal cause of the recent disturbance. ' 

From this latter point of view, the process which. has been in operation would 
appea.r to have been of the following nature, confining out' attention, by way of illus· 
tl'atioD, to the trade between India and the United Kingdom for the sake of greater 
clearness. 
, The appreciation of gold has caused a fall in the price of eommodities in general, 

including silver, in the United Kingdom as a gold-using country. 
The absence of depreciation of silver in India has left..p'licea in that country generally 

, stationary. .. , 
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The Engli~h producer being unable at once to adjust his fixed charges and wages' 
to the fall in the price of his product, has been compelled to forego a part of 
his pt'ofit. The Indian producer having escaped a fall in the price of his product, 
has remained unaffected by th" monetary disturbance, and has thus and to this extent 
been placed at an advantage as compared with the English producer. 

Both English and Indian producers have had to submit to a lower gold price in ths 
En~iish market, but as this lower gold price produces the same number of rupees as 
the higher gold price did before, the Indian producer has not suffered, while the 
English producer from the cause wntioned above has undergone a loss of profit. 

If this loes were caused by any special disadvantage of the Indian trade it would, 
no doubt, have led to a contraction of the exports to that country, but as it is equally 
incurred in other branches of trade, the effect has probably been to stimulate them 
with a view of counteracting the 1088 by larger sales. 

The general principles which in the long run control and determine the course 
of trade on the occurrence of a divergence in the value of the two metals between 
countries with a gold and with a silver standard appear to be these, and to be in 
accordance with what would seem to have been the facts in the present case. 

The divergence in value of gold and silver must be attended or followed by 8 

proportionate divergence in gold and silver prices When this process, which must be 
gradual and unequal in its operation, has been completed, and all prices, including 
wages and fixed charges, have adjusted themselves to the altered level, the conditions 
of exchange between gold and silver using countries will, so far as this cause alone 
is concerned, be the same as they were before. 

But during- the process of adjustment, which may extend over many years, and 
cause infinite evil, a considerable disturbance in those conditions will probably take' 
place, from the very nature of the process. In what does this process consist 1 It 
must consist in a rise of prices in one country and a fall of prices in the other, or 
a rise or fall in different, degrees in both, but in all cases the relative effects will 
greatly depend upon the extent of the divergence. It seems, however, probable that 
those effects will be more marked in a case characterised by appreciation of the 
standard in one country and by' depreciation of the other than where I,he movement of 
prices in both countries is in the same direction although in different degrees. 

In tbe former case, it appears to me that the real exchange between two countries 
trading with eaoh other must be affeoted by whatever affects their relative conditions 
of production, aad it must be admitted, I think, that whatever may be held to be 
the effect on a country as a whole of an appreciating or a depreciating standard, as 
regards t1:te producing classl's at all events, a country in which prices are rising or are 
stationary is at an advantage in its relation to a country in which they are falling, 
owing to tbe fact already stated that a considerable time must necessarily elapse before 
the fixed charges and the wages of labour can adjust themselves to the lower scale. 
Thill process of adjustment. when it takes place on a descending scale, is one of infinite 
loss and difficulty to all those who are affected by it, and we attribute much of the 
depression of trade and diminished employment of labour and profits on capital to 
the operation of this cause. 

36. Applying these general principles to the case of India. it seems probable that if 
the fall in the exchange h"d stimulated the export trade and thus benefited the Indian 
producer, the sanie cause would have checked the import trade; but the trade accounts 
for the period under review show that, while there has been a great growth in the 
foreign trade of India, as a whole. the progress of the import trade has kept pace 
with that of the export trade. . 

This remark applies both to the total foreign trade of India, and to that part of 
it betweea India Bnd this country. 

The statistics of the trade are given in the Appendix to our first report, Tables B. 
and C., p. 338. 

These facts are scarcely cODsistent with the opinion that the Indian producer has 
greatly benefited by the fall in the exchange, but a sti1lstronger reason for the conclusion 
that no marked effect upon the Indian producer has been felt is afforded by the fact, 
which appears to be unquestionably established by the tenor cf the evidence, that there 
has been no such general rise in the prices of the staple products of India as to 
afford ground for thinking that there has been any special cause at work tending to 
an abnormal increase of production. , 

I am not. therefore. disposed to think that the divergence in value of the precious 
metals has, down to the present time, affected in any marked degree the gelUlral 

Q2 
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condition of the Indian producers aa a cla8s, although there is much evidence to .how, 
what probably has been the case, that, at particular momenta, a fall in the exchangtt 
has led to an increased demand for special products such as wheat, and temporarily 
acted as a bOunty npon its export, until the fall in the gold prices of such wheat in 
.Europe has restored the trade to its former level. This effect, therefore, is rather due 
to tile progressive nature of the divergence, than to the fact ~f Buch divergence once 
for all. 

36. I am, however, far from thinking that the absence of a oommon standard of 
value between the U~ted Kingdom and India, and the frequent fluctuations which • 
are inseparable from the present absence of fixity in the ratio between the metals of 
which they consist, are unattended by evil effects in the long run even to the producers 
~d merchan~ of India. However,.it may be true that, in the long 1'lI:n. any change 
m the relative value of gold and silver may be followed by'correspondmg changes in 
the prices of commodities and the wages of labour, it is notorious that the two things 
are not identical in point of time, and that, with respect to contracts and obligations 
which are either permanent or which erlend over many years. the adjustment is either 
impossible or slow and gradnal in its operation, so as greatly to affect the relative 
conditions of Froduction between the two countries. In the present case we have 
received evidence that, although it may be true that the fall of gold prices has been 
followed imd neutralised by' a corresponding fall in the prices of Indian products 
in Europe, still that, owing to the fact that the Indian producer has not been 
,affected by any change in the standard of value, while the producer in Europe has 
been obliged in many cases to accept lower prices, with no corresponding fall as yet 
in the fixed charges to which he may be liable, the former has been placed in a 
relatively better position, and been able to compete under more favourable conditions 
thaJl before. To this extent I am therefore d.isposed to think that the Indian pro
ducer may have benefited by the fall in exchange, and that in this sense he may be 
said to have received a bonus or bounty on the exportation of his 'products; but I am 
unable to accept the view which has been pressed upon us by many witnesses that 
the fall in exchange can operato perm!l.nentlyas a bounty on Indian exports, holding 
as I do the opinion that this fall is mainly due to an appreciation of gold which, 
must in oourse of time equally affect the gold prices of the main articles of Indian 
export and import. . . . 

Nor can I doubt that the Indian producer is diBtinctly injured, by the uoatable 
nature of the exchange between gold and silver using countries, which cannot fail 
to render the conditions of· production, so far as regards the staple exportH, more 
or less uncertain and insecure, 88 well as by the unquestionable check which is thus 
caused to the investment of British capital in industrial undertakings. 

I believe that the present high rate of interest on money in India in first-clBIIB 
securities, Buch as mortgages on solid and improving property, is largely due to 
this unstable condition of the, exchange, which necessarily deters Western capitalistAI 
from such investments, and that India is thus deprived of one of the great advantages 
of British rule in providing her with cheaper capital and improved credit. , 

37. On the other hlJnd, the apparent stimulus which has been given to the trade of 
India in some branches (especially to the cotton trade) with silver-using oountries 
appears to afford a useful illustration of the disturbance which may be caused by the 
unsettled exchange, 'as it seems to show that a stable exchange may account for the 
partial transfer ofa trade from a country where this condition is absent, to one in 
which it exists. 

3~. If this be the case, it appears, probable that the oontinuance of an unstable 
exchange will tend to operate very unfavourably on the progress of British trade 
with the East and with silver-using countries generally, and it must be borne in 
mind that nearly two thirds of the British export trade in ootton manufactnres, both 
yam and piece-goods, is carried on with these oountries, on which, owing to the 
protective tariffs of most of the gold-using oountries, the British manufacturer has 
been compelled more and more to rely. We cannot, therefore, but regard this 
aspect of the question under cODl!ideration &8 of great prospective interest. , 

39. I have nothing to add to the remarks iii Part m., § 16, on the position of the 
Indian taxpayer, except to observe that in cODsidering -thA future I cannot but regard 
as a matter ofeeriouB mopwnt the poIISibility of a still further relative depreciation 
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of silver or appreciation of gold. This possibility is indeed so pre!!ent to the \Dinds' 
of many of those whose opinion is entitled to much consideration, that it has been 
urged as one of the principal objections to the adoption of rated bimetallism, from 
the fear that thA excessive production of silver wobld drive all the gold out of the 
currencies of the countries which adopted it. It seems, therefore, neceseary to take 
it into account in considering the practiOjll policy to be pursued . 

• • 
Effects on United Kilngdmn. 

40. But it is upon the general trade of the United Kingdom, and the industrial 
condition of this country generally, that I think the injurious effects of the recent 
currency changes have been chiefly felt. 

41. I observe the following paragraph in the Final Report of the Royal Commission 
on the Depression of Trade and Industry. . 

.. We expressed in our third report the opinion that this fall in prices, so far aa it 
had been caused by an appreciation of the standard of value, was a matter deserving 
of the most serious independent inquiry; and we do not, therefore, think it nooes
sary to investigate at length the causes which have brought it about. But we desire 
to give it a leading place in the enumeration of the influences which have tended to 
produce the present depression." 

42. The result of this inquiry has been to produce upon ~y mind a similar impres. 
sion, and if the conclusion at which I have arrived, as to the nature of the divergence 
in the relative value of the two metals be correct, the effect upon the trade and 
industry of the United Kingdom must have been that of an appreciating standard 
of value. I hold, for reasons which are given at greater length in § 85 of Part I., 
that this is a distinct and serious evil, especially to the industrial and working 
classes. Absolute stability in the standard of value being unattainable, it is, in my 
opinion, better in the interests of those classes, and probably in the general interests of 
society, that the tendency should be rather to()wards depreciation than appreciation. 
Whatever the drawbacks and inconveniences of this former process, and they are 
far from inconsiderable, it at least tends to benefit the commercial and industrial 
olasses and the general taxpayer, rather than the unproduotive classes, aud to improve 
the condition of the great body of the people. . 

The contrary effect is produced by appreciation; in this case, those who are enjoying 
acquired wealth benefit at the expense of those who are in process of acquiring it, 
and the active and enterprising members of society suffer. 

If the relation of debtor and creditor must be disturbed, it is in the interest of 
trade and industry that the change should be favourable to the debtor rather than to 
the oreditor. 

43. The appreoiation of the standard of value, so far as it is due to causes affecting 
the metal or metals of whioh it is oomposed, has been, in my opinion, primarily caused 
by the rupture of the bimetallic par. If this had been maintained there might still have 
been, if my view is oorrect, a fall in prices due to causes affecting oommodities, . but 
the effects of suoh a disturbance would have been very different; they would have 
affected debtors relatively- rather than positively, while they would have left the tax
payer in no worse a positIon than before, although benefiting the annuitant. 

44. In the foregoing remarks I have dwelt more especially npon the evil effects 
which have been caused by the particular and accidental form which the divergence 
between gold and silver prices during recent years has assumed, viz., that of an 
appreciation of the gold standard, and a corresponding fall of gold prices; but in 
placing on record my view as to the general and permanent evils ansing from the 
absence of a fixed legal ratio between the two metals, I desire to express very 
qistinctly the opinion that I attach far more importance to the injurious effects of 
constant fluctuations in their relative value, in imparting a character of uncertainty 
and inaecurity to the international exchanges between gold and silver using countries, 
than to a Blere alteration in their relation to each other, in one form or other, 
whether by a rise or fall of either metal. It is necessary to give prominence to this 
view, because it is sometimes aa.id that a bimetallio standard is advocated mainly 
for the purpose of raising prices and benefiting debtors. It is entirely forgotten by 
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those who entertain this idea, that if the divergence in the relatiTe value of the two 
metals had taken the form of a depreciatiou of silver. the adoption of rated bimetallism 
would have the effect of lowering prices and benefiting creditors in countries with a 
gold standard. 

It is moreover essential to remember tbat this aspect of tbe question i8 not a1fected 
by the difference of opinion in the Commission, 88 to the seoondar'y causes of tbis 
present divergence. . 

45. I therefore find ihat the effects of the 'divergence bave been distinctly injurious, 
and that the original cause has been the change in monetary legislation in the years 
immediately prf'Ceding and following 1873. The present divorce of gold and silver is 
is nothing more nor leBS than a great and novel experiment. To speak of a return 
to a system which practically prevailed for nearly two hundred years as a .. tremendons 
change" and a" leap in the dark," as it is described in § 120 of Part IL, appears to me 
to be a great exaggeration. 

Unless we g.:> back to a period which affords no ground for nseful comparison, we 
have nothing but the experience of the last 15 years to guide UB in forming an opinion 
88 to what the consequences may be, of substituting what has been called" unrated' 
for .. rated" bimetallism in .. the world's" currency. So far. that experience is far 
from encouraging. Serious inconveniences in international trade have manifested 
themselves. prices have been greatly disturbed, aDd no present prospect appears of an 
abatement of these evils. 

46. But it is chiefly to the future that those who view with anxiety the present 
monetary disorder look with apprehension. 

For the future there is, and can be, no security whatever. Any large addition to 
the stock of either metal. or any large deficiency in its supply, any change of policy 
in any important country, dictated by real or supposed national interest. such u.s the 
adoption of a gold standard by India, a further divergence in the ratio, rendering 
illicit coinage of silver in countries where it is kept at an a,rtificial value profi table, 
might produce serious embarrassment, and in India a political and financial crisis. 

It may be safely affirmed that no conntry in the world can be secure or satisfied 
with the present state of things. It is neither monometallio nor bimetallio in the 
popular sense of the term, and can only be properly described by the French term, 
as the system of the (talon boiteuz. 

I concur in the opinion expressed at the Monetary Conference in Paris, in 1878, 
by the British delegates, that a further demonetization of silver. which may be the 
result of inaction, might bring about a commercial and financial catastrophe. 

If then there can ever be a care which can. for international concert., this certainly 
appears to be one. 

. lJIuture Supplies. 

47. Some reference is necE'BBary to the question of the prospect of the future supplies 
of gold and silver. I should have been glad if it had been found possible to receive 
more evidence on this head, but I doubt whether any very useful purpose would have 
been served by it. As regards the conditions of future production (and on this point 
there seems to be a very general concurrence of opinion) it seems probable that while 
there will be a continuous supply of both metals in fluctuating quantity. there is little 
prospect of any such vast and rapid increase in the supply of either of them as has 
taken place on former occasions, and especially at the period of the Californian and 
Australian gold discoveries. but it appears to me that any opinion on this subject 
mURt be so speculative in its character, that it would be unsafe to give an important 
place to this element in the problem, in deciding on the practical measures which it is 
advisable to adopt. 

Prqposed Remedia. 

48. With regard to the possible remedies for the serious evils which, in my opinion, 
have been caused, and will continue to be caused, by recent changes in the relative 
values of the precious metals, I have little to add to the recommendations of the joint 
report. 

49. Convinced as I am that the primary cause of tholllr llhanges has been the final 
rupture of the bimetallic par maintained by the Latin Union until 1873. I cannot 
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doubt that a remedy should be sought in a return to the system of a fixed ratio 
between gold and silver, if it be possible to establish it over a sufficiently wide area 
to ensure permanent stability. 

50. What the extent of the area sufficient for such a purpose would be is a question 
on which very different opinions prevail, but I should hesitate to recommend any 
course which would conduct Her Majesty's Government to the adoption of a bimetallic 
standard in the United Kingdom. which did not include the principal commercial 
countries and groups of countries of the world, such as the United States of America, 
the Latin Union, the German Empire, the United Kingdom. and British India. 

51. I believe, however, that if an agreement could be arrived at between these 
Powers by which their mints were respectively open at all times to the free coinage 
of both metals into legal tender money at a common fixed ratio, such coins being 
available for the payment of all debts at the option of the debtor, all future fluctuations 
in their relative value would be confined within very narrow limits, and that a common 
international standard would be secured, possessed of the greatest attainable degree of 
stability. 

52. This is, however, a remedy the applioation of which is only possible by inter
national concert, and I have no means of knowing what prospeot there may be at the 
present time of the co·operation of the PO"1Vers concerned for such a purpose. 

53. I oan only observe that on the occasion of the Monetary Conference of 1881 at 
Paris, it appeared probable that if the assent of Her M~iesty's Government could have 
been obtained, suoh an arrangement as I have suggested would have been acceptable 
to the other Powers. I therefore think, that if any future oocasion should present 
itself whioh appears favourable to renewed negotiations with a view to another' 
oonference with a similar object, it is one which Her Majesty's Government should 
do all in their power to promote. . 

It would be useless to enter upon a oonsideration of the details of any such arrange
ment, in anticipation of disoussions which can only possess practical value in connexion 
with an international conference. The questions involved are of a kind which affect 
80 many interests in other countrifls as well as in the British Empire, that the materials 
are not available for definite and final conclusions as to the precise nature of any 
arrangement, except as regards the essential principles to which I have already 
adverted. ' 

54. But on one point it is necessary, in anticipation of any international negotiations, 
to state the views whioh I have been led to entertain, viz., the permanent relation 
which it is desirable to create between the two metals, in the event of the adoption 
of a fixed ratio under international sanction. 

. 55. I so fltr differ from the opinion of some of my colleagues, as to think that the 
expediency of establishing such a ratio should not be held to depend upon the 
possibility of its being fixed at the average market ratio of the last two or three years. 
I think that any ratio, within the extreme limits of that which prevailed prior to 1873 
an~ that of the pre~ent time, would be preferable to none. 

56. And while I am far from underrating the objectious to an arbitrary interference 
with prices and existiug contracts by the creation of a ratio widely differing from the 
market ratio, I doubt whether the consequences would affect exi.iting interests so 
seriously as is sometimes thought, if the change of standard were gradual and 
prospeotive, and not immediate, in its operation. 

67. I also think that in oonsidering the objections to the action of Government 
in disturbing the standard of value, there is something to be said against the adoption 
of a ratio which might prevent any natural recovery from the present depression of 
gold prices, and render permanent in the case of India, the present heavy loss on the 
Government remittanoea which has been caused by the recant divergence . . ' 

58. Whether on the balanoe the general interests of India would be better served 
by a return to the former ratio, or by the adoption of one appl'Oximating to the 
market ratio, is a question 011 which different opinions are held by those entitled to 
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speak with authority, and which involves so many considerations, both political and 
economical. that I think it should be left in a great. degree to the decision of ths 
Government of India. 

59. I would, however, observe that while, on the one hand, it is possible that a 
return to the former ratio might, by causing an increased demand for silver in Europe, 
check its flow to India. and thereby tend to lower prices in that Empire, it is diffioult 
to believe that the opening of the Indian mints to gold would not have an effect in 
attracting into the currency a portion of the gold which exi!ts in such large quantities 
in India in hoards, the accumulation of which bas probably increased under recent 
conditions. and which a fall in the value of gold would probably have a tendenoy 
to diminish. . 

60. But I think that this is a question which can only be determined by a con. 
ference, at which the interests of other countries, as well as those of the British 
Empire, can be fully represented and considered, and, therefore, that, if such a 
conference were at any time to be held, Her Majesty's Government should enter it, 
unfettered by any previous expression of opinion on this important point. 

ObjectWnB. 

61. In addition to the objections to this policy which have been enumerated lD our 
joint report I would add the following :-
. ·(a.) That a bimetallic ratio would probably give a worse rather than a better standard 
of value. because the momenta.ry standa.rd is always the over.estimated metal, which 
would give a constant advantage to the debtor. and .that silver has during the last 
thousand years fallen more than gold. and that while both have depreciated in com. 
parison with corn and the chief raw materials. it is probable that silver is more subject 
to depreciation than gold. The ratio would, therefore, tend to discourage the 
production of the dearer metal, which it is desirable to enC01!l'8ge. 

With respect to this objection I would observe that it in no way follows from the 
fact that the momentary standard is the over· estimated metal under a bimetallio 
system, that a worse rather than a better standard of value would be secured. This 
will entirely depend on the cause of the divergence between the two rated metals. 
If that cause be the depreciation of one of them in comparison with things in general. 
the effect will be· as is supposed, but if the cause be the appreciation of one of them 
as against things in general, the ovel'-estimated metal will be the better standard of 
the two. 

Nothing is more impossible than to predict with confidence what the future relations 
of the two metals if they remain unrated may be, but at the present time, if the 
conclusions at which we have arrived in this Report are sound, it is evident that silver 
has varied considerably less than gold in its relation to commodities . 

.Although it may be true that during the last thousand years both metals have 
fallen in value in comparison with corn and raw materials, this has not been the case 
8S regards gold since the early part of the present century. a period which servea far 
better for practical purposes of speculation. 

It appears to me, in view of the enormous expansion of trade and commercial 
transactions ,n modern times, and the increased efficiency given to human labour by 
improved. methods of production and transport, that it is only by the full and free 
utilisation of both metals as standards of value that a· progressive tendency to 
appreciation, and therefore to instability, can be averted. 

(b.) The objection, that in the event of a. great war in which anyone of the con
tracting powers were engaged, it might probably be necessary. for it to resort to a 
forced papel' currency. 

In ouch a case I see no reason to suppose that one metal more than the other would 
be thrown on the markets of the world, thus disturbing the ratio, or that any other 
effect would be produced. which would not equally follow a similar policy, if there 
were no convention, viz., a temporary addition to the currency of the world, attended 
by an inflation of prices, which, when specie payments were resumed, would be 
followed by a collapse. This is no doubt an. evil, but it appears to me to be one, 
the effects of which, would be more seriollS if one metal alone was the gencral standard 
of value. It must also be remembered "that the pre~nt unsettled relations between 
gold and silver constitute one of the main difficulties in the resu!Dption of specie 
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payments, and the adoption of a metallic' CJll'I'ency by pountries, such as'! R~sia, 
Austria, and several South American States, in which 'the !lYstem of a iorced paper 
currency still prevails, and that its I,lontinuance may compel them at some future time 
to resume on gold. 

(c.) The answer to the objection derived from an alleged breach of faith with 
creditors, must mainly depend upon the view which is taken of' the magnitude of'the 
evils which have already arisen, and may reasonably be expected to arise in future 
from the absence of any legal 'l'Btio between the two metals. It these eVils are 
inconsiderable, and can .be regarded without serious apprehension for the' future, it 
may well be thought that they do not justify measures· which arbitrarily affect. the 
standard of value, lind may disturb existing contracts. _ : 

But a different- set of considerations arise if, as I. have stated them in, 111Y belief 
to be, they /ire of a nature seriously to impair the general interests of the country, to 
compromise our commercial policy, and to imperil the financial position -of our greatest 
dependency. . 

From this point of view it will probably be admitted that, as in other cases of 
national emergency, the interests of a portion of the community, however important. 
should not be allowed to stand in the way of a reform which is thought to be requit:ed 
in the interests of the Empire as a. whole. - , 

62. I fully appreciate the reasons which have weighed with those of my colleagues 
who are opposed to so great a change as that which has been suggested, -on what have 
appeared to them doubtful and insllfficient grounds, and it is with much hesitation 
that I venture to differ from the opinions of some of them, such as Sir J. Lubbock and 
Mr. Birch, whose praotioal experienoe I¢d authority are muoh greater ,than mine, but 
after giving due consideration to all the objeotions which have been urged against it, 
I do not think that they are suoh as ought to be allowed to stand in the way of the 
course whioh has been reoommended in §§ 34, 35 of Part III., even on purely national 
grounds, even if the question were not one of much wider signifioance. 

63. A common standard of value between the principal commercial countries is an 
object the importanoe of whioh oan hardly be, exaggerated, and it appears to.m1l to, 
be almost an essential condition of the fulfilment of the policy of £ree trade. 

64. If this opinion be accepted, it m~y be safely affirmed that, in the present state 
of the world, the 'object in view can only be attained by the method which has 
been proposed, and I cannot doubt that if a sufficiently wide area of agreement between 
the leading commercial countries could be secured, this great international reform 
might be suocessfully accomplished. 

65. To sum up the preoeding remarks :-
(a.) The primary cause of the divergenoe in the relative value of gold and silver 

in reoent years is to be found in the monetary legislation of the period, by whioh the 
regulating effect of law in maintaining praotical stability in their relation to each other 
was removed. 

(b.) The forces set free by the withdrawal of this inHuenoe have operated in largely 
inoreasing the demand for gold, and in 'diminilihing to some extent the demand for 
silver, thus causing a distinot appreoiation of the former, and a certain depreciation of 
the latter, considered in their relations" inter se." 

(c.) These effects have been increased by II> diminished production of gold, and an 
increased produotion of silver. . 

(d.)" Conourrently with these changes there has been II> large addition to the supply of 
important commodities due to the increased effioiency of labour, both in production 
and transport, thus oausing a reduction in their prices. 

(e.) The joint result of those several causes has been a considerable appreciation of 
gold, causing II> marked fall in gold prices and some appreciation of silver, although 
apparsv-tly not enough to proquce any distinct effect on the general level of silver 
prioes in countries with a silver standard. 

(f.) The inferenoe to be drawn from these conclusiona appears to be that the diver
gence is due far more to the appreciation of gold from monetary causes, than to the 
depreciation of silver and of commodities from other causes affecting them both in 
equal degree. 

4 &6188. B 
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(!J.) The etTects of the divergence have been injurious:
(i.) From an appreciation of the gold standard. 
(ii.) But far more from instsbility of exchange between gold and silver ulillig 

countriee. and eepecially between the United Kingdom and India. 
(h.) The remedy for these evils is to be sought in the adoption, if pOBBible. of the free 

coinage of both metals into legal tender money at a fixed ratio between them, over a 
BUfficient international area. for the following reasons :-

(Tc.) A single standard of value is admitted to be of so much importance that in all 
civilized countries it is always adopted as a basis of national exchange and contracts. 

(1.) Such a standard can only be leBS important in international transactions because 
they are 1_ numerous, and the inconveniences of ditTerent standards of value are less 
intolerable; but· .it is not denied t.hat they exist, and that as the foreign trade of 
commercial countrieH assumes year by year larger proportions, so do the evils of 
ditTerent standards of value year by year increase in magnitude. 

(m.) :But it is impossible to create a common standard of value in the international 
transactions of countries which now use gold and Hilver respectively as a standard, if 
such common standard is to consist of one metal only, neither gold nor silver existing 
in sufficient quantity for such a purpose, without causing such a disturbance in prices 
as would amount to a commercial and financial revolution. 

('11.) Therefore, it is only by the full utilisation of both metals through the adoption 
of free coinage into legal tendel' money of both,.with a fixed ratio botween them within 
a sufficient international area, that this result is attainable. 

(0.) It only remains to consider whether it is better, both metals being indispensable 
for the purposes of the world's currency, that they should be rated or unrated. If they 
are rated a single standard of value may, it is held, be secured for national and inter. 
national exchanges. If they remain unrated they will continue to be liable to constant 
variations in relative value, and all the evils of two ditTerent standards of valne in the 
trade of the world, and even within the limits of the British Empire itself, will still be 
allowed to hamper and restrict commercial progress. 

(p.) It is thought that of these two alternative courses, the first is preferable. but 
as it can only be rendered successful by the concerted action of the principal com· 
mercial powers, no opinion is expressed as to the possibility of its adoption •. 

LOUI8 MALLBT. 
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Note by Mr. BarboUr. 

(}r1JU'flda of Dissent frqm Pari II. 

I regret that I have been unable to sign Part II.of the Report. 
The following are the reasons whiea prevent me from doing so :-
Tbe method adopted for deciding whether the change in .the relative value of the 

precious metals in recent years is d]le to appreciation of gold or depreciation of silver 
IS not satisfactory, especially as gold prices and silver prices are not dealt with in the 
8ame way. Sufficient importanoe is not attached to the dangers and difficulties of the 
future if the hope of eliltablishing comparative stability of relative value between 
the preoious metals be finaJIy abandoned. Too great weight is attached to the risks 
and diffioulties attending the establishment of the full legal tender of both gold and 
silver in this country. The remedies, or palliatives, proposed are, in themselves, 
insufficient to secure a satisfactory settlement of the question. 

Although I concur in the oonclusions arrived at, and remedies proposed in Part II!., 
it appears to me that the subject might with advantage have been treated in a 
somewhat different way, and some of the arguments and objections set forth at 
greater length. I have therefore deoided, after much hesitation, to add. the following 
remarks on my own behalf. 

What is meant by " Appreciation of Gold" and " D8JReciatioo of Silver." 

2. The terms of the order appointing the Commission may be said, briefly, to 
require U8 to examine-

1. Whether the ohangea in the relative values of the precious metals are due to 
appreciation of gold Or depreciation of silver. 

2. Wliether these changes are causing permanent and important evils. I 

3. Whether these evils (if they exist) can be remedied by measures which would not 
give rise to other evils equally great. . 

The first questiou that arises on this reference is what meaning should be attached 
to the expressions" appreciation of gold .. and" depreciation of silver" ? 

3. Strictly speaking, .. apprtlciation of gold" means ali increase in the value of gold, Valne",,
but value expresses a relatIOn, and gold cannnot increase' in value eXIJept in relation to pre~. a 
BOme other thing for which it is. or can be. exchanged. The phrase "appreciation of' relatIon •• 
gold," when not used with speoial referenee to an article, or a group of articles, for :7 ':' 
which gold is exchanged, can only mean a rise in the general purchasing power of !lO~d m:'
gold, or, in other words, a rise in the average purchasing power of gold in reference IOgl .... 
to~in~~ .~~ 

No method has been devised whereby the average purchasing power of gold, in this ::f",,:~ 30r 
very wide sense, can be determined with accuracy. whl~ ;:'Id 

If the gold price of every commodity, and of every kind of labour, had fallen is, or may be, 
in all parts of the world, there could be no question but that there had been an e"changed . 
.. appreciation of gold." On the other hand, if the siJver prices of all commodities, 
and of every kind of labour, had risen, we might safely say that there had been a 
dopreciation of silver. But the facts are not so simple; the gold prices of all com- IfPo .. ibi~ty 
modities and servioes have not faJIen; the silver prioes of all commodities and ~ou:.,:;:::,.:.,ng 
servioes have not risen. The task of combining the average 'prices of all commo- increase or 
dities and of every kind of labour, in all parts of the world, and of allowing for decrease in 
variations in the quality and quantity of each article, and of efficiency in every kind tb!d.aI~ of 
of labour, in such manner as to acourately measure appreciation or depreciation in ~ere';.'.., to 
the sense just referred to, is one which has not been, and probably never can be, everytbing. 
sucoessfully accomplished. 

4. Results of a more or less useful oharacter might be obtained by arranging 
commodities and different kinds of labour in groups, obtaining an approximate state
ment of the change in the purchasing power of gold in relation to each group, and 
drawing a general oonolusion from a consideration of the aggregate of these state
menta. But, unfortunately, an invidious meaning is generally attached to the terms 
.. appreciation" and" depreciation" when used in relation to the standard of value, 
and inquirers do not always approach the question of the appreciation of gold or 
depreciation of silver wit~ imp&\'tial minds. .An excessive issue of inconvertible paper 
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money is always attended with a fall in the value of such money below itA! nominal 
In'ridiou. value in gold. It is then said to be .. depreciated," and the statement is accurate 80 
m ..... ing long I.IS it is understood to mean that the nominal value of the paper money is 
attached to greater than its actual gold value in the market.· All the evils which generally attend 
~~=~.... the over-issue of inconvertible paper J?ecome attached in the public mind, b1. a natural 
tion"orUd'" process, to the phrase "depreciation of the standard, and" appreciation' is held to 
preciation .. indicate evils of an opposite nature, but equally grave in character. As a consequenoo 
of th.;:, d f of this state of feeling the advocates of any standard of value instinctively f('Oi that 
:~e r 0 their case is materially prejudiced in public opinion. if they admit that that standard 

. has either Ilppreciated or depreciated, though it is quite certain that every standard 
must, as a rule, be either appreciating or depreciating in some degree .. 

Complication 5. A further complication has been introduced inte the question by a proposal to 
due to limit the meaning of the phrase" appreciation of gold" to a rise in the value of gold 
~~Pt to due primarily to causes affecting gold. I venture to think, with all deference to 
aff~~n-:~"':," those who hold the opposite opinion, that the distinction attempted to be drawn is 
.,.Iue of gold radically unsound, and that any attempt to apply it in practice would only produce 
into cause. error and confusion. 
~.",:;.i1y old It is impossible to ~epar~te the causes l?rod~cing an ~lteration in the relative vaiue 
and ... ;.:. of g~la· and com~?ditles mto ca~seB' pnm.arilyaffecting. gold and cau~ primarily 
primarily affecting commodities. A great mcrease lD the production of commodities means a 
atl'ectinA: • great increase in wealth, and would ordinarily be attended with an increase of demand 
commoditIes. for gold. The prices of some commodities would faJl because they were produced in 

increasing quantities'; the prices of commodities generaJIy would tend to faJl because 
there was an increased demand for gold, and there are no means of saying how much 
of the alteration in price in the case of any commodity is due to increased production 

Possibility 
of avoiding 
altogether 
the use of 
the terms 
" apprecia
tion" aod 
" deprecia
tion " of the 
stsndard. 

and how much to increased demand for gold. . 
If, as has just been shown, it is impossible to detennine with accuracy the increase 

in the general purchasing power of gold, a ftYrlimi, it is impossible to determine what 
portion of 8uch increase is due to causes primarily affecting gold. 

EaJpedietrwy of l1I/Joiding the me of the terms " Appreciation of Gold" and .. DepreciatiJm 
. of Silver." 

6. Looking, then. to the invidious meaning attached to the terms .. appreciation" 
and "depreciation,," as applied to the standard of value, to the impossibility of measur
ing with precision the change in the purchasing power of the standard, and to 
the opening for endless controversy which is afforded by any attempt to do so, it 
appears desirable. to avoid, liS far as. possible, the use of the terms" apI'reciation .. 
and .. depreciation." 

An examinatioD, of the order of reference to the Commission will show that the 
practical issues involved do not necessarily require a precise apportionment of the 
extent to which either gold or silver may have appreciated or depreCiated. The question 
of practical interest is whether the changes in . the relative values of the precious 
metals are causing serious evils, and whether it is possible to remove these evils 
without causing other evils equally great. The question of the appreciation of gold 
or depreciation of silver is really subsidiary to this main issue. If it caD, be shown 
that the chaD,ges in the relative value of the precious metals are causing serious evils, 
and that it is possible to remove these evils without causing other evils equally great, 
it will be just as desirable to do so. whether we hold that gold has appreciated and 
silver depreciated, or come to the conclusion that silver has appreciatEld and gold 
depreciated. 

7. I propose. therefore, to invert to some extent the order of the reference, and to 
consider in the first place what evils (if any) the changes in the relative values of 
the precious metals are causing, and whether it is desirable to attempt to remove 
them. I shall entirely avoid the use of the terms appreciation of gold and deprecia
tion of silver, unless when referring to arguments in which these phrases are used, and 
I shaJ1deal with the facts which are aJIeged to indi!late appreciation of gold or . 
depreciation of silver, simply as a portion of the evidence of the existence of evils 
arising from the alterations in the relative value of gold and silver. 

Acknowledged Evils caJUBed by the Clw..nges in the Belati-ve Value of the PrecWu.8 Meta"'. 

8. It is an evil of great magnitude .that since 1873 the nations of the world ahould 
have been divided into two 'groups using different metallic standards, which in that 
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time have altered nearly 30 per cent. in relative value. ,Every person in this oountry 
who had his capital invested. in silver stand&rd countries has, from his point of. view, 
lost on an average two per cent. of his capital every year fo1' the. last 15 years. 
Every . perso~ residing in & silver standard oollD:try who. had his capital invested 
in a gold~uslng oountry,finds that Rs, 1,000 so lUvested 18 Jl,OW worth very nearly 
Rs. 1,430; a gain, from his point of view, of 43 per cent. in that time, or very nearly 
three per cent. per annum, over and above whatever the rate of interest on' his 
investment may have been. •• Competing 

9. Nor is .it reasona?ly open to doubt~hat competing industries in the gold. ana; ::::ies 
silver oountnes respect1vely have been senously affected. by such a ohange. AdJust- inJIuen~ed 
menta of wages and fixed charges are no doubt continually taking place, but adjust- by the exist
menta oorrE'sponding t.o a~ alteration of ~O per cent. in price, can. hardly have taken enca of 
place with comp!ete effect In so sh~rt a time, and where :hese .ad,lustments t~e the !'~= 
fonn of a fall In wages they are necessarily attendeq Wlth frictlOn, loss, and mc<?p.- ftuctuating 
venience.· in relative 

10. So marked a change in the relative value Of the two standards in the short space ;:::Umtlnt 
of· 15 years necessarily produces a feeling of uncertainty as regards the future, and to free trade 
those who have capital to . invest must. seriously consider the rela.tive advantages of in capitnl. 
investment in gold standard and silver standard countries_ Thisargwp,ent applies not 
merely to investments at a, fixed rate of iIite~est,~u~ j;o. investments ,£or pr\lfit iJ1, 
industrial enterprises, '. . .. ., 

The exoess rate of profit in industrial enterprises oonducted. 01;1. a silver basis must 
be sufficient' to balance the prospect of a loss of capital from a fall in the rela.tive 
value of silver, alid an exaggerated estimate of ~he probability of suoh loss, and of 
its amount, would doubtless be taken by many, if not most, investors. I do not hold 
the extreme view that there would have been no faU in the rate of interest and no 
reduotion in the rate of profit in industrial enterprises in gold-standard oountries if 
there had been no currenoy ohanges, and no divergence in., $e relative value of gold 
and silver, for there have obviously been other causes, at work which would. in any 
case, have produced a material effect. in this direction. On the other hand, I seE) no 
reason to doubt that the uncertainty.l's to· the future relative value of the two 
standarde, and the prospect of a fall in silver relat~vely to gold, have ohecked the 
flow. of oapital to silver-standard' coun,tries, and, caused it: to. be retained, in gold
standard countries more largely than 1t otherwise would have been, and that both 
the rate of fixed interest and the 'rate of profit in industrial enterprises are lower 
in gold countries and highet" in silver countries than they would have besn if 
there ha.d been iii common standard., ,These are the results which would naturally 
flow from such a state of things, and the aotual facts, so far as we are acquainted with 
them, oOllfinn the QoneluBions ,based pn what may bE! c\llledtheoretical considerations. 

11. Before passing from this portion of the question it is desirable to call attention Effilct of the 
to the effect which; the alteration in the relative value of the preoious metals haa chan~ in the 
had on the value of the savings of those nations whose acoumulations of wealth largely "'flathtlvevalue 

• D epre-
take the fonn of hoards of the preCIOUS metals. ' ciou! metal. 

The native of India who put, away Rs. 1,000 in silver in 1873 now finds it worth on tbe valuo 
exactly Rs.l,OOO; but the native of India who' hoarded Re. 1,000 in gold in .1873 of hoards. 
now finds his hoard worth about Re. 1,430. . 

The Jioard of eaoh has beell equally safe, but. the one has made a gain. of 43 per 
cent. as compared with the other. This fact has a speoial bearing on. $e possible 
results of any further steps in disoarding silver as standard money. . 

The alteration in the relative value oE silver, hitherto. has been gradUal and P088ibility 01 
unforeseen. Every rise in the silver price of the metal gold acted for the time as a future~:
oheck on purohases of that metal, but attention has now bean directed to the question C':hla g 
of the relative value of the preoious metals, a.nd every step towards the further case. 
demonetisation of silver would have an exaggerated importanoe attached to it. , 

If the opinion prevailed in the East that the gold price of silver would fall 
another 30 per cent. during , the next 16 years, an impulse' would .be given to the 
hoarding and accumulation of gold in J>reference to. silver, and to the withdrawal 
of capital from silver countries, whioh mIght have very seriouB results. 

12. The :8.uotuations in the relative value of gold and silver are also a distinct 
hindranoe to trade between gold and silver using countries, but on this point I do 
not desire to add anything to what is contained in Part U. of the Report. 

&3 
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is absorbed into a vast ocean of oirculating medium without producing any perceptible 
effect; if less gold is produced, and if the demand for gold inoreases. the defioienoy 
is at once made up by an expansion of credit. In short. they appear to believe that 
by an aocidental and unregulated combination of the metal gold. and of credit in ita 
innumerable forms, which expands or contracts according to.subtle influences operating 
on the human mind. we have obtained a measure of value ')Vhich is as perfect in ita 
way as the yard or inch, though nothing is more certain than that such a measure 
of value can exist ouly in the imagination. 

22. When the gold price of silver began to fall, the opinion was very generally 
entertained that the fall was due to increased production of silver. It waIl argued that 
silver would flow in increasing quantities to the silver.using countries, and that prices 
and wages would rise in those countries. Attention was called as early as 1876, by the 
Government of India, to the fact that it was gold prices that were falling, Rnd not 
silver prices that were rising. and the experience acquired since that year hal con
clusively shown that the fall in the gold price of silver has besn accompanied by a 
great fall in gold prices and not by a rise in silver prices. 

SecoDd theory. It has lately been said that the explanation was incomplete, and not positively 
::':-p~uc- erron~ous; that simultaneously with ~ha great p~~uction of silver, t~ere WIlS a great 

• tiOD orsilver lowerIng of the real cost of producmg commodities I that gold PrIces have fallen 
::::"~ ;; from this cause, and that the fall in silver prices. which would have taken place from 
oilvor pri.... a lowering of the cost -of production of oommodities, has been balanced by the inoreased 
due to cheaper d' f il 
pTOdDctiOD of pro uotion 0 s ver. 
commodities. It can be shown that the facts relating to the supply of, and demand for, the 

precious metals lend no support to this theory. 

Unsupported 23. In 1881-85, as compared with 1866-70, the production of gold fell offby about 
~ :a::cts 6,000,0001. sterling yearly, while the production of silver only increased by about 
relative pro. 12,OOO,oool. sterling yearly (valuing silver at the ratio of 1 to 15k). Why should an 
duction of increase of 12,OOO,OOOl. yearly depreciate the silver standard by about 22 per cent., 
gold aDd when a decrease in the production of gold by 6,000,000l. yearly had no effect on the 
.il."r. gold standard 1 . 
~,:'~~:l\';:'~~7 If we oonsider the increased demand for both gold and silver by the United States 
o!<herolnU.. in recent years. we obtain very remarkable results. The figures given in para. 36 
atnOnnte or new 
sold.od';l... of Part I. show .that the supply of new gold to the markets of the world outside the 
~=~the United States was less in 1881-85 than in. 1866-70, or even 1871-75, by no less than 

15,000,0001. yearly; while the figures in para. 27 (c) show that the excess yearly supply . 
of silver in 1881-85 over the supply in 1866-70 was only about 5.300,OOOl., and there 
was practically no iDcrell:se o~ supply in 1881-85 a8 compare.d wi~h 1871-75. 

Why should a reductIOn m the supply of gold to certaIn oountrles to 'the erient 
of 15,000,0001. sterling yearly not affect the value of gold in these countries, when nil 

increase in the supply of silver by 5,300,000l. yearly has so marked an effect on the 
value of that metal ~ . .. . 

It cannot reasonably be argued that a falling off of 63 per cent .. in the supply of 
gold to certain countries had no effect on the value of gold iii these countries. 
while the maintenance of the same average supply of silver' to India lowered the 
value of the standard of that. country by 22 per cent .. 

A conoidera· 24. The argument that the divergence in the relative valus of gold to .ilver is not 
tion?f the due simply, or mainly, to increased supply of silver relatively to the demand for that. 
:~~v;':u,e metal, is strengthened when we consider the alterations in recent years in the respective 
two metal. demand for the two metals. 
points to the Wherever, outside the United States, gold has been substituted for silver, the 
sam? con· .increased demand for gold should equal the reduced demand for silver. In addition, 
elUSIon. gold has been substituted for paper to some extent, and the fact that a large quantity 

of silver coin is nowovero.valued, and not available for interpational purposes, as well 
as other causes, has led to ilOnsiderable accumulations of gold in certain countries ovcr 
and above what would in oth~rcircumstances have been thought necessary. 

Great de- Another important factor in the question is the apparent growth of the deniand 
III&I1

ld
d}or for gold for non·monetary purposes. On this point I cannot do better than quote the 

go ,or DOn· ds f D S be . . , . monetary wor 0 r. oet er. \ 
p;lrposes. ." 1 have already ventured upo~e attempt to mak~ an approximste eatimate of 

,the application of the precious me s to industrial purposes· in . the .. civiliBed cauntriel, 
. . taking an average of the last few ye • of course allowing a large margin for error .. · . 
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.. I have again brought them forward because there are applioations of the metals 
which were then either partially or wholly unknown,to me, and which. might lead to 
an alteration of the estimate. However considerable the colow sum of gold annually 
appliell to ornamental and other industrial purposes may at first aight appear, all doubt 
of the probable trnth of the estimate will disappear when we conaide17 how enormously 
the demand for gold articles and for manufactured gold goods has arisen, owing to 
increase of population and prosperity . 

.. In silver, unfortunately, no such additional dem,and for industrial purposes has 
been hitherto noticeable." I • 

It is worthy of notioe that while the total yearly supply of UIlW gold to countries 
outside the United States appears froni.; the figures given in paragraph 36 of Part I. to' 
have been only 9,672,OOOl. in reoent yeare, Dr. Soetbeer estimates the cons1Ullption of 
new gold for industrial purposes in the same countries at 70,500 kilos. yearly, or about 
9,835,OOOl. sterling. . '., , 

It follows from these figures that the total ~upply of monetary gold in civilised 
countries outside the United States in very recent years must actually have been 
diminishing by the quantity necessary to make up the' amount by which the supply 

.of new gold fell short of, the quantity used for industrial purposes and absorbed in the 
less advanced countries: . 

25 .. In face of the facta just stated there appears to be no good ground for the con· 
tention that gold prices have fallen (say) 28 per cent.. simply from altered Clost of 
production of commodities, and that silver priceS have not fallen 28 per cent., owing 
to the influence exerted on them by the increased production of silver and reduced 
demand for it. ' 

A fall in the gold price of silver amollnting to 28 per cent., 8SSum~g the gold prioes LaWI rep
of commodities to remain stationary, would necessitate a rise in silver prices of no 'ess lating the 
than 39 per cent. To believe that the alterations in the demand for, and'supply of, =~ 
the preoious metals just referred to, have not a.fl'eoted gold prices in any degree, and different 
have exeroised an influence on silver prioes corresponding to that which would be from~ .... 
required to raise them 39 per cent., is praotioally to suspend the operation of the regula&inr= 
law of demand and supply in the case of one of the precious metals, 'while holding :::'l.valn8 of 
that it applies in full foroe to the other. No satisfactory reason can be shown for 
making such a distinction between the laws affecting the value of gold and those 
affeoting the value of silver, and this contention appears to be due to that prepossession 
in favour of the stability of the standard of value which·· we are accustomed to nse 
to which I have already referred. 

. 26. The following ligures are "ot without interest. in connenon with this portion of 
the question:-

A.erageYevly . A .. rage Yearly 
Period, net lJnporll of net Imports of 

Gold Into Bnslaod. Silver iDlG Iudia. 

4: 4: 
1858-60 3,79';,000· 10,300,~ 
1861-70 6,546,000'" 9,700, . 
1871-76 3,34li,000'" 2,800,OOOf 
Ul77-SO -1,400,000 8,400,000 
1881-86 - 468,000 6,100,OOOt 

I . 

• FinaDoiol1_. t Ten rap ... sum .. eqal .. leut to one pouud .terU~. ' ~=-.:~ 
I do not know how it can reasonably be oontended that the Indiaustandard in 1885 ::.,dn_ 

was depreciated to the extent of 25 per cent. as oompared with the years 1858 JDeD& .b'':u
to 1870 by an excess supply of silver, when the supply of silver was . one-third less theiD ........... 
in the latter than in the former period, and that at the Bame time the English standard "!,pply of 
WIlS wholly unaffeoted, althoug~ the supply of new gold actually 068B~ for a time, and ~d::'u 
more gold was exported than Imported.. The acouracy of the Enghsh figures of the depreciated 
imJ.>Ori and export of gold is, no doubt open to question, but I do not th~ it can the _dl1i'il 
senously be questioned that the supply of new gold to England has matenally fallen of tba& 
off inreoent years. ' ~a;:' ':t. 

27. As the statistics of the demand for, and Bupply of, the precious metals, show Tbird~ 
that. the influences tending to raise the value of gold have been of greater magnitude b& th~ .~ 
than those tending to lower the value of silver, an attempt has. been made to show :;::::4::W 

• &6186. 8 
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llOuateraclled that credit ad expedients for economising gold have counteracted the effects of the 
the ib~ undoubted increaae of demand fO/t' gold and reduction in supply. 
dem&Dd. • 
Indefinilie" Credit is a term of wide and indefinite mllanmg, and appears to include a number 
meoming at of things dift'ering in themselves and in their effects on prices, or the relation of 
"erediL" • exchange of the standard commodity for other commodities. 

An utension It is conceivable that a system of credit might effect an eConomy of gold; might 
at cn;cJit enable 500,000 sovereigns to do 'Work which formerly required 1,000,000 Bovereignll. 
may'!Jrs::e So far its. influence would be exerted in the direction of lowering the value of gold 
:":anomy . and so increasing prices, by practically increasing the supply of that metal. 
at gold. 
Or it may 
merely meet 
anew 
demand. 

Odtmay 
actually in
_tho 
demand for 
gold. ' 

'It is also not merely possible but probable that at certain times 11> great extension 
of wha:t is called Cflldit merely indicates the springing up of a neW class of businesll 
for which credit is required, a.nd an exte~sion of credit of this nature could not have 
anr direct. effect on the value of gold. . , 

A great extension of credit in a poor and backward country might have the effect of 
enabling men of enterprise to obtain a supply of capital. and might in-this way increase 
the quantity of co=odities produced, and so have a material effect in the direotion 
ot reducing .the prices of certain articles. The increase of wealth which would 
acoompany this increase of co=odities might in tnrn increase the demand for gold, 
and thus nave a further effect in lowering prices. It would obviously be impossible 
in such cases to analyse the resultant alteration in prices, and say how much of it 
was due-

(1) To positive economy of gold; . 
(2) To increase in the quantity of commodities; 
(3)' To increased demand .for gold. 

No proof of 28. It has been urged that there have actually been suoh increases in the economies 
emy ne\. £ of gold in recent years as to counterbalance the special demands for that metal and 
;::li.:,es 0 . the falling, off in supply. I can only say that, so far as I can form a judgment on 
recenl years. the question, this fact has not been proved, and that, on the whole, there does not 

appeal' to be ,any evidence in support of it in which confidence can be plaoed. Even 
assuming that there has beea a great extension of the banking system on the Continent 
m. recent years, there isnoi a particle of. evidence to show that such extension has 
done 'more. than, or even so much as, cover, the increase of that class of business in 
which credit is ordinarily employed. 

Incroosed 
demand for 
gold in 
Frsnce. 

-.' In ',iDecembel' ,1873; the .. note circulation of the Bank of· France amounted' to 
2,886,300,000 francs, while the total amount of gold in the bank was only 611,300,000 
£rancs;--In June 1866 the note circulation W'B8 almost the same (2,828,308,470 francs). 
while the gold reserve '. was 1,377,367,074 francs, showing an increaae in the use of 
gold of over 30,OOO;OOOl.)lterlfng. If we included the increase in the metallic reserve 
in the form ,of silver coins (equivalent in France to, gold) the total additional demand 
would be more than,69,ooo,QOOl., 

I can find no evidence ;9~, any eoonolD1.,ofgol~ in~oen1; years which would in 
any appreciable degl,'ee b/illiI/.ce so great an mcrease In demand. 

Argnmonte 29. Stress has also been ,hid on the eecnomy in the use of gold effected by the 
regardingthe extension of railways and telegraphs. That some, economy is effected in this wsy 
~ao;e.';: cannot be doubted, but it js impossible to show the amount of the economy, and 
&; credi~ ". it is ~robable that the :inorease in wealth due to the cons~ction of tele,graphs 
railwaJ'8,~n~ and railways, and the stimulus to. the exchange of co=oditiesbetween different 
~Iegraph.. 'regions ,'to ~hich they ~ive. rise, more than ciounterb~!lnce the economies. T~~ case 
~=ed b, o,fthe pruted Sta,tes III recent ye~ affords a .striking example of. the futility of 
ti::or ~":" atte~ptlllg to arg~e t~t the extension ?f credit and the .constructlOn of railwa>:1 
..... of the Itnd telegraphs necessarily effect any constderable economy m the use of gold. It 18 
United stated byth~ Hon., D~'Vid A .. W ~lls that :' t~ere has been during the last 15 'years a 
States. .. 'great development In the Umted States 1n the use of cheques, bank credits, and 

;, billll of' exchan,pe; and . other instrumentalities whereby the use of precious metals 
11 'is eoonomised. . And we know that 'simultaneously there has been a .marvellous 
extension of railways and telegraphs. 
,;These;changes are.put forward as the great causes of ('COnomy in the use of gold, 
and."yet'cw-elfind that simultaneously.the .demand f01". :"and absorption of, gold by the 
lJniwd States hat.! very~at],. exceeded-that. of any other oountry. 
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, 30: It is hardly necessary to examine th" $llegedinst!l~OO8 Qf, thEJ~nomie$o~rgoW AmOllld. 
In, this country. based on suoh facts . as, the 'greatexflnsion. of ,.the use of postal notes of 1M. 
and, cheques for: small I/omounts. ~ neither ~. is any attemp~.made to estpnat~ thCJ ::r;::, 
actual amount of the economies of gold, and ll'J the ease of .. po~tal ,notes. ~t C8Jl, be this eoon"'7 
shown that the economies are,. at best, comparativllly trifling., In thll case of cheques 1IIIJlI'098d, 
for small amounts, there has. probably been some economy; but ~hllre is little l'eason !"'~ p~bab~ 
to suppose that its amount.. is considerable,. or, suffiQillntto mQQi- thein~ease, in thQ mmgm can 
demand for gold,. which naturally fVllows a.n. increase of ,wealth I!>lld population. ,It is 
probablll that the incrllBSe in the number (lfchllqulIsfor Imall amounts .arises,. to 
sume extent, from a changll in thll mode of. qusiness, due to the habit of, paying at 
once instead of running up bills. 

31. I understand, however, from § 50 of Part II., that the'theory of the fall in·the 
value of silver· owing to the mere' increase in: the quantity of silver produced 'is 
practically abandoned, and that the' fall in the value of silver is ascribed according 
to onlltheory to the inorllase in quantity plus sentimllntal oonsiderations which 'acted 
on thllvalull of silver whlln it ceased to bll !rooly coined into money in the West, and 
according to another theory' to' the increase in quantity coinciding With a great 
cheapening' of English goods and an increase- of the international indebtedness of the 
oountries which ohiefly absorb silver, and especially of India. . ' .. 

These theories arQ oontalnlld .in §§ 5~7 of Part U., and, the! following is' as 
oorrect a summary as 1 am able to makll. . , . 

Gold priOIlS have fallen on account of. thll. jncreasoo 'or chllaper production of Theory of 
commodities. Othllr things being equal, silver prices would have fallen to the same the ~ in f 
extent, but it so happened that simultaneously silver became. a mllre. commodity in !!i!!n.:'!i~ 
the W list and. in the United, States.. ,Apprehellsions were entertained regarding,its to senti
future; sentimental considllrations playa. great part in determining markllt pricell; .. mon~ 
depressed market. in the absence of Bome new stimulus, generally ,tends to ,ful'thllr ,,?n81dera' 
depression •. and consequllntly a direct, effect was produced on silvlIr in ,expeSS of !.ions. 

what might reasonably be ~ticipated from a consideration of aiteratiollll in its supply 
and monetary use only, .," . 

Th,e. clI.se of gold, was diffllrent., 'l;here is no great central, marl$:et where gold, is, 
disposeq, of' by sale, w;he~ the daily! quotations of, price in1luence men's minds. 
Consequllntly, ~ssuming the alterationll in the supply and usli of. thll twQ mlltais .to 
be of equal potency, a greater depreciation of silver might be manifested than of 

go~te second thll~ry is that, simultaneously With the grllat' and ~lIneral rElduction in Theory ~ 
cost of production which is said to have occurred, there was an Increaslld production ~eap::::f; 
of silvlIr to the extent of. 10,OOO,OOOl. yearly, . This 'Was' primarily an addition to ti .. co~'!,...i 
the markets of thll oivilised world. In this portion of the world there was a stock of ch.aponing 
about 392,000,0001. worth of silver coins, but the whole of this amount was maintained of ailver, and , 
at. an artificial value, with, the exception of about 82,500,OOOl.. Consequently, the that ~he .; 
addition of 10,OOO,OOOZ. yearly to a stook of only 82,500,OOOl. had a great effect on the r=';:~f ' 
value of sil"IIr, and silvllr flllllargely in valull in the markllts of the civilised world. Indiareduced 

. Th E dId' . . the' 'b b f il . d d di . the demand east, an n Ia especIally, IS' grllat a sor er 0 s· Vllr, an un IIr or nary for silver. 
circumstances this silve1' would have flowed to the East and raised wages and 'prices; 
but simulta.nllously thllre was a great and gllneral chllapening of produotion, leading to 
.. fall in gold prices, so that the fall in gold prices balanced the profit to be dllnved from 
exporting the cheap silver and importing Eaf:ltern goods, and consequllntly there was no 
increase of dllIDand for silvllr. There has also belln a growing balance of indllbtednesB 
against India whioh helped to reduce the dllmand for silvllr in that country. 

32. Thll prelimiDary objllotion to this mllthod of dealing With the- question is that Gold .pri
gold and silver have not boon treated alikll. Causes have been shown to exist which an~ .. ~ 
would tend to oause a fall in the prices of certain commodities, whether measured in ~='::':J, in 
gold or silver, and it has been assumed (not provlld) that these caUS8swere sufficient to thelllllleway. 
balance the effeot of any influences which may have tended to cause a rise in priOOE\, . 
and, in addition, to cause ~he whole. or nearly thE\ whole, of the fall jn gold prices 
which. has actually taken place. Thll fall in gold prices having been explainlld by this 
meMS it became necessary to account for the absence of so great a fail in silver prices, 
and theories hnve been devised for this purpose, which appear to me·to be far·fe~ed 
and insuffioillnt. . . 

I venture to think that it is .!lot possible to test variations in the standard of vaiUII Impoooi~ 
by eJ:alI\ination of theprices.oipartiQuiar. comm.04ities, av.d that w."hatever standard ::ID-= 

Sli J- ; , , 
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IIaDdanI by this method is applied the result will alway. be the same, namely, that alteration. in. 
eyamining price will appear to have beem' produced entirely by causea affecting ccmmoditiea. 
~.ur On this point I can quote the opinion of aa economist (professor Jevons) who devoted 
prioeaofoom. much time and labour.to th~s 8ubj~.· . 
lDodities. .. Not a few able wnters, mcludmg Profe88or T. C. Leshe. who lately addreesed you 

on the subject. are accustomed to throw doubt upon all such conclusioDs, by remarking 
that until we have allowed for all the particular causes that may have elevated or 
depressed the price of each commodity we cannot be surs that gold is affected. Were 
a complete explanation of each fluctuation th1l8 necessary. not only would all inquiry 
int() this subject be hopeless, but the whole of the statistical and social sciences, so far 
as they depend upon numerical facts, would have to be abandoned. It has been 
abundantly shown by Quetelet and others that many subjects of this nature are so 
hopelessly intricate that we can only attack them by the use of avera gee and by 
trusting to probabilities. The price of anyone commodity. even silver, utterly fails 
as a measure of the value of gold, because it is sure to .be affected by numerous confliot. 
ing causes of rise and fall, no one of which we can accurately estimate. Even the 
intimate knowledge which a merchant gains of the commodity in which he deals is 
insufficient to enable him to explain, still less to predict, the changes in its price with 
confidence." 

The "de
mand" for 
ClOmmoditie8. 

Price not 
permanently 
determined 
by senti
mental COD
siderations, 
bot by the 
operation of 
economic 
forces. 

Adepressed 
market tends 
to recnver'J'. 
and not to 

. 33. It is probable that this inability to detect an alteration in the standard by 
examining the causes of the changes in price of oommodities largely arillB. from the 
fact that we are accustomed to measure the demand for a commodity by the price 
which people are willing to give for it, and that the increase or decrease in the Value 
of the standard appears to us to be simply a decrease or increase in the demand· for 
commodities. If the p~ice of an. article rises, the supply ~aining the same, it is usual 
to say that the change 18 due to Increased demand. The Increased demand may be due 
to the fact that people have a stronger desire for the commodity, or that they have 
more of other things to give for it, or that, the value of money having fallen and the 
real demand (that is, desire to possess and supply of commodities to give in exchange) 
remaining the same, the nominal demand, or demand measured in money, has increased. 
Consequently, every alteration in the value of the standard assumeB the form. in 
practical business, of an increase or decrease in the demand fcr commodities relatively to 
the supply, using the word" demand "with the meaning which is ordinarily attached 
to it. 

There is one way, however, in which the soundness of tbis methcd of testing 
variations in the standard can be verified. Let the same test be applied with equal' 
care to ,both gold J;lrices and silver prices in the' g~ld-using. and silver-using count:ies 
respectively. If It can be shown that gold prices are Just what changes affecting 
oommodities would make them, and that silver prices are just 39 per cent. hiB'her than 
'What they ought to be, having regard only to changes affecting commodities, the 
depreciaticn of silver to the extent of 28 per cent. will have been proved, and the 
correctness of the method vindicated. Until this is done, the argument that silver 
must have depreciated because gold prices, or certain gold prices, appear to have fallen 
from the supply increasing more rapidly than the demand. IS without force. 

34. Referring to the first theory, it 6eems open to doubt whether prices in the great 
markets of .the world, such as those in which silver is bought and sold, are determined 
by what may be called sentimental considerations except for comparatively short, 
periods. The price of. silver is no doubt fixed from time to time by the 
buyers and sellers in. the markets of the gold·using countries, and tlulir minds 
are liable to be infillenced by what may be called sentimental.considerations, but, if 
these considerations lead them to .fix a price which is either higher or lower than the 
economic conditions 'Will justify, a force is immediately brought into play which 
tends to redress the· error. If the London market were to fix the price of wheat 
to-morrow at 2Os. a quarter, from sentimental reasons. a force would come into play 
'Which would very quickly cause the price to rise. If, on the other hand, sentimental 
considerations led to ,'the price being fixed at 60s. a quarter, there would be suoh an 
increase of supply that an immediate fall would be produced. Local markets. no 
doubt, take their prices, to lit very large extent, from the central markets, but there is 
no ground for supposing that a central market can permanently impose pn other 
markets a scale of price which is inconsistent with the existing economic influences. 

Nor does there appear to be any ground on which it can justly be said that a 
depressed market, in' the absence of any new ·Btimutos, generally tends to further 
depression. On the contrary. a depressed IDarket, in the absence of any new and 
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special c","use of depression, always tends to a recovery from depression. This must be furtber 
so, unless it be the case that a fall in value neither tends to increase consumption nor depresoion. 
to diminish production. .. . . 

London does not produce silver, and consumes comparatively little, and it is not 
reasonable to assume that sentimental considerations acting on the minds of the buyers 
and sellers of silver, in London or in· any other city or country in ths West, can have 
depreoiated the monetary standard of such countries as India or China by 30 per cent. 

The position would be indeed ..se~ous if London, or the W es~ generally, possessed 
the power which is ascribed to it. How could a country, however rich or powerful, 
protect its standard of value against so subtle an influence P . If this theory were 
correct, sentimental considerations acting on the minds of. persons who neither produce 
nor consume silver, and who merely act as middlemen between the producer and the 
consumer, might seriously depreciate the monetary standard of II whole continent. 

35. Turning to the second theory; I venture to think. that there· is no ground for No ground 
the assumption that the value of silver is primarily determined in the markets of forassDlDing 
Europe and America by a comparison of the quantity of silver offered for sale with ~ tb7 
the quantity of silver in' those countries in the form of ooin of full weight to which it :il:, ~ 
may be added. The demand of the East is the chief demand for silver, and silver is determinnd 
continually heing shipped from Europe to the East, and from America to China. Can!n ilia lIrst 
it be credited that in determining the prioe of silver in· the first instance the chief llI!',:ce . 
source of demand is overlooked, and the value of silver fixed simply with reference to ::..::::0 to 
the supply and the less important demands for' it ! . .' the demand 

A minor, but important, objection is that in putting the increase in the sup'plyof oftbe East. 
silver at 10,000,0001. worth yearly, the great mcre.ase q! demand for silver mthe 
United States has been overlooked. The figures gIven In § 27 of Part I. show that 
the increase has not been 10,000,OOOZ. sterling, but.5,300,OOOZ., rating silver at 1 to 15!-, 
or about 3,700,0001. at the present stetling value of silver.. . 

Nor is it easr to see why the cheaper production' of English goods should prevent 
silver from gomg to the East, as has been sometimes alleged, any more than the 
oheaper produotion of cotton goods should prevent hardware from gomg there. If the 
silver that was offered for sale did not go to thll East, where did it go, and where is it 
now! The East has taken all the silver that was offered, and' must do so while its 
standard is silver. 

If the large imports of oheap Western goods have lowered the value of silver there 
is a remedy whioh the silver-using countries can apply. They have ~nlyto impose 
proteotive import duties so as to shut out these cheap goods. I do not doubt 
that the. sudden imposition of heavy import duties in the silver countries would for 
a. time have the effect of inoreasing the demand for silver and raising its price, but 
would this .be its perm8.nent effeot 1 Is it not the case that a measure of this sort 
ultimately diminishes exports just as much as it does imports 1 If so, protec~ive duties 
would not per'TMl1lll'Tltly increase the demand for, and raise the value of, silver. 

36. With all deference to those who hold a diJferent opinion, it appears to me that 
the explanation given in § 60 of Part II., why silver has not gone to the East, is unsound. 
Commodities, it is said, have. fal~en in gold price from causes affecting commodities; 
silver has fallen in gold Pl'lce m Europe from the same cause. If the OulY change 
had beon the fall of silver in gold price the demand for the East would have absorbed 
arge qdant'ities of silver, beolluse it would have been profitable to export the oheap 

silvllr to the il:MSt and purchase Eastern commodities and import them into Europe. 
But as oommodities had fallen in gold prioe from oauses affecting oommodities there 
was no suoh profit to be made by the export of silver, because the reduced gold prioe 
exactly balanced the extra profit- that would have been derived from the lowered 
value of silver. Consequently, silver feU in value without any considerable quantity of 
it being exported to the East. 

However ingenious this explanation may appear at first sight, it oontains a fatal flaw. 
The fall in pricee from increased produo~ion would have affected silver prices just as 
muoh as gold prices; and the lower gold price for which the imported Eastern 
oommodities sold, would have been exactly baJ.anced by the lower silver price for 
whioh they could have been purchased. If under Buoh . ciroumstance silver had also 
fallen relatively to gold, the profit to be made by exporting the cheaper silver would 
have been undiminished. The explanation in fact assumes (1) that the increased 
produotion of oommoditiee would only affect gold prices and not silver prices, and 
(2) that silver prices we1'\! maintained 39 pe~ cent. higher than they otherwise would 

S 3 
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have been· by 8 not very great increase in the Bupply of silver ",hie,. !lid flot '0 to 
India. 

Dillieulty 37. It is always Ii matter of extreme difficulty to draw up Ii correct statement of 
ofdrawiog the balance of international indebtedness, because it is not _y to ascertain what itemJ 
::':D~ should be shown on each side of the account, because the amount of some of t.hese 
internatiOD81 items can only be ascertained approximately. and because tbe value of other items is 
iDdebtedD_. quite unknown. . . 

The first objeotion I take to the statement in.§ 66 is that it avowedly nmit8 the 
following three items. the omission of anyone of which, as I hope to show. is sufficien' 
to destroy the entire value of the argument :-

8. Freights on exports. minus expenses incurred in India. 
4. Private remittances of money and securities from India. 
8. Privates remittanees of money and securities to India. 

They are said to be co probably unimportant as compared with the others, and there 
is no reason for thinking that they would materially alter the balance." 

The item. It may be admitted tha.t these items ~re small as compared with the total value of 
av~wedly the exports or imports. but they aTe not Bmall aB comPfYI'ed with the net TelIult em 10k;.;" 
OJDltted from the question of indebtednes. deprmds. and an error of two or three millions sterling, owing 
~he :::,:t to the omission of these items. might totally alter the aspect of the question of ;:a; (Il Me indebtedness. For example. India has exported more than 1,000.000 tons of wheat 
suffieien~ to in a single year, the frei~ht on which ma,r be taken at 1,OOO,OOOl. sterling. or say 
d:F0Y ,ts Rx. 1,400,000. The freight payable on nce and seeds would come to quite twioe 
v De. this amount, and there il besides" the freight payable on very many other articles. 
Theomission The omission of freight alone vitiates the acoount by more than Rx. 5,000,000 yearly, 
of freight on an amount sufficient to entirely alter the charaoter of the resul~. 
~xru~~~re In reality, however,' the omission of freight on exports has not vitiated the result 
to do so. to anything like this extent. ..Freight on, exports has been wrongly ahownas B liability 

of India, and the omission of this item in the account has merely redressed the error. 
India has been charged the freight on imports, because this freight is included in the 
valuation of the impoJ'ts as landed in India, and she cannot fairly be charged with ,the 

'freight. on exports also. India should, however, have been credited' with that portion 
of the expendi~ in connexion with freight on exports which was incurred in India. 

The omission 38. It is impossible to say what the amount of private remittances of money and 
of private secnrities may be ill any year, bnt they va.Ij from year to year, and may, between any 
remittsnces two years~ make a difference of several millions on one side of the account or the other, 
ofmo!'ti~Y Btond an amount quite sufficient to entirely alter the character of the result deduced from secun es . 
~~ .e~~ . . . 
Indis soffi- I may also point out that private remittances of securities from India have been 
cient to wrongly shown under liabilities of India, and private remittances of securities to India 
=:~ta:- have been wrongly "shon ali a means of payment. The itelIltl ought to be transposed. ' 
tnlStwortby. If somebody in India selis an'Indian security to somebody in England. the transaction 

counts in the international trade for the, time being as an export from India, and 
therefore as a means of discharging an international liability. . 

.Although this error has been made in the text of § 66, the remittances oi' 
enfaced paper have been correctly dealt with in' the actual acconnt. .A further 
explanation, however, is needed in regard to this matter. If an Englishman in India 
saveS money and iitvests it in Government paper, and on return to England has his 
Government paper enfaced and brings it with him, the transaction does not affect the 
international account of the year either one way or the other. 

Errors in tbe 39 • .Another objection is, that the value of the exports and imports of merchandise 
valuBtion of cannot be ascertained exactly. If the export of merohandise happened to be overstated 
exports and in any year by only two pel' cent., and the imports understated in the same proportion, 
illiports the errol' in the final result would bu no less than Rx. 3,100,000, an amount sufficient 
sufficient to 
seriou81y to entirely alter its character.. If the eITOl' WBII in the opposite direotion in .e next 
affect the year, there would be an apparent difference in the international indebtedness of the two 
account. years of Rx. 6,200,000. 

The imports on Government account have also been wrongly included in the imports 
conn"xion of merchaadise. They are paid for by.e India Council bills, and India cannot be 
with the made to 'pay for them twice; first when they are imported as merchandise, and 
!;t:':'::'nt secondly, when bills are drawn for I,heir value. The ~rror arising from thi. cause 
account., alone was no les8 than Rx.· 3,844,000 in 1885-86, Rx. 3,115,000 in 18~7. and 

Rx. 2,619,000 in 1887-88. 

Error in 
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40 . .Another source of error is that, in many years, a considerable amount of the Error ~ 
imports (such as railway plan't and machinery) really represenfos the investment of ~,,:e~on 
. English capital in India, is not paid for at the time, and consequently has no effect on ::"':m'!nt 
the exchange of the year. Of course all investments of foreign capital affect the of capital in 
exchange in subsequent years when profits or interest Come to be remitted from India; Indi •. 
but such investments are ~enerally made in industries connected with the international 
trade, and, 80 far l1li they lDcrease Indian exports, they counterBOt the tendency to a fall 
in the exchange, owing to the rqmittance of profits. It is quite possible; and even 
probable, that an in vestment of £orergncapital in India might so increase the exports 
as to favourably influence the exchange. For example, if I,OOO,ooOl. sterling is invested 
in jute mills, and such investment increases the exports of India by 200,0001. yearly, Inve.t..nents 

while only necessitating the remittance of 50,0001. yearly on account of the profit. the Off~l~ 
internation!Ll account has been altered tn [wdia'8 !av(flJ,r to the extent of 150.000l. h~b. oc::.n 
(200,0001. tninus 50,0001.). and the tendency is to raise, and not to lower. exchange. affeet the 
The investment of foreign capital in tea gardens in India is a case in point. The !",lance of 
whole of,the exports of tea from ~ndia are due to this .cause, and the value. of these :.::~tedne.8 
exports IS much more than suffiClent to cover the remIttance of profits, and pay for permanent 
such .articles of import as are required in the mllollufacture of tea. The international advantage of 
equation has consequently been altered to the advantage Qf :India, and not to her India. , 
disadvantage, by these investments. . 

41. Apart from this question' of the untrustworthiness of the acoount of India's Even if it 
.-international indeptedness as actually made up, thers is the further objection that, could be 

when ~wo standards are altering in relative value, t,he h~ce of inde~te~8S always ::'b:I::: 
turns lD favour of the country where the standard lB relatIvely appr8Clatlllg. Let us of indebted· 
suppose that there are two countries which tra.de together and have different standards, ness had 
and that after the relative. value of the two standards has remained steady for a time. b .. ~ turL,in!!, 
one of them begins to appreciate, and. all prices meas~d in. that standard begin to ::;:i"~~~er di& 
fall, The rate of exchange having been fixed by the course of business will remain sUver.using 
the same until an influence comes into operation which alters it. In the meantime co~ntri ... 
the fall in. the prices of articles imported into the country where the standard is thl~:;"nlt 
appreoiating ohecks such imports, while the fall in the prioes of exports stimulates :thin:

rove 

them. An unfavourable balance of trade is thus created, and the two standards alter • 
in relative value. An unfavourable balanoe of trade is the mode by whioh an alteration 
in '. the relative value of two independent standards shows itself, and proves absolutely 
nothing as to whether the cause of the alteration is increase in the value of the one 
standard or fall in the value of the other standard. . , . ' 
, .1 entirely agree with the remarks oontained in §§63-65 of Part II., but wish to 
add that the relative scale of prices in two countries is the predominating influence in 
pel'lXlanently determining the How of bullion from one to the other, and it does so by 

r acting on the balance of international indebtedness. I fully .believe that if the system 
of double legal tender had' been maintained; less silver would have' been exported to' 
the East in. recent years, but it does Ilot follow that this resUlt <Would have been due to 

, it reduotion of demand for, silver in India. The distribution of ,the"precious metals, 
-when' used as stllndardsof . value, is determined by the relative'demand of different 
, tlountries.A 'cessation of the flow of Bilver 'to India, 'under a system of double legal 
tender, might indicate that the Western demand was stronger,and not that the Eastern 
demand was, weaker. The general fall in prices, and the reduotion in the supply of 
,gold in Europe, appear to me to prove that the reduced supply of silver to the East, 
whioh .would nave ocourred, if the old system had been maintained. would have been 
due to an increase of demand in the West, rather than the faIling off of the demand 
for the East. . , 

• . 42. If an unfavourable balanoe of indebtedness was growing up against India. 
simply because she bad larger payments to make without receiving a direct commercial 
eqUlvalent, such a state of things would oheck, not merely the import of silver into 
India, but the import of every commodity. Is it, then. the case that the exports of 
merchandise from England to India have grown less rapidly than exports from 
llngland to other silver-using countries t If this is not the esse, the growing 
mdebtedness of India cannot have ~ecially ohecked imports into India, imports of 
silver inoluded. 

l'akillg the tliree quinquennial fsriods from 1873 to 1887. it will be. found that 
Englia4 exP!l1"t4l to India increa.sed m value 14'1 per eent. in the second psrioa, and in 
~xactl1 the Salne proportion ill the third period. 

84 
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~"::'.:.... Taking the other ~ilvel'-u8ing count~es, China, Straits Settlements. Jlipan, Ceylon, 
otGportato Mauritius, Mexico, and Central Amenca, the increase in the second period is only 
=~.: 6'1 per cent., while there was an actual decrease of 2'8 per cent. in the third period. 
uiDg COUlItri.. If the exports from England.to India have increBl!(ld milch more rapidly than, 
C':.s.~ the exports from England to other silver countries, it is clear that any specia\, 
DO' uudoly hindrance to exports of all kinds (including silver) from England to India arising 
!:"c.i: b,- out of the drawings of the India Council must have been of comparativel! minor 
CouDcil importance. 
drawings. 
The mere 43. It is commonly said that if one country has a payment to make to another, the 
filet that one country which has the payment to make trades at a disadvantage. The theory. as a :trJ theory, is unassailable. But in practice there are many more imp'ortant factors 
mentOO;pay" which inlluenoe international trade, and. as haa already been shown, If the payment 
anol.her is made on account of foreign capital judiciously VntJested, the net effect of the whole 
without transaction may be to improve the relative position of the country which haa th\! 
~ving a payment to make. " ' 
commercial Payments, for which no direct commercial' equivalent is received, are made in an 
equivalent increasing amount to England everr year by foreign countries, aud consequently the 
pro~ 'I'elative position of England in the lDternational trade should, according to the theory 
:t!ri~ to just stated, be steadily improving, and England should be receiving an increasing 
acI:"tage1i: quantity of fo~ign prod~ce in exchange for her. exports. Yet.the factf: since 1813.do 
the inter- not bear out thIS contentlOn. If we take the prtCP. of a certam quantIty of English 
national exports in 1873 at 1001., and the price of a certain quantity of English imports at tho 
tTade. same figure, the prices of the same quantities in 1886 will be 62l. and 69l. respectively, 

according to Mr. Giffen's figures. 
We thus see that, if it. certain quantity of English exports exchanged for a certain 

quantity of imports in 1873, the same quantity of exports would in 1886 have failed to 
exchange for the same quantity of imports in the proportion of 62 to 69. 

In other words, goods for goods, England wa~ making a worse bargain internationally 
dn 1886 thall in 1873 by It per cent. 

It is true that in .1873 England was exchanging her exports for foreign products on 
specially favourable terms, but the figures just given show that the question of the 
relative indebtedness of different natione is a comparatively minor factor in determining 
the conditions of ,the international trade. 

No reason to 44. There are 'hofigures of equal anthority which can be used in determining on 
8UpPOse that What terms India is now trading with other countries as compared with former, times, 
!::r~ a but all the inquiries I have made point in the same direction, namely, that a certain 
worse quantity of Indian produ(lB laid down at Calcutta or Bombay will at the present time 
bargain now . exchange 'for a larger 'quantity of imported goods than it would have done in 1870 
than she did or 1873. The theory that India is !;tampered in her foreign trade by the drawings of 
hdraefo~ the f the India Council appears, therefore, to be without foundation. That India would 

WlDga 0 
the India be wealthier if these drawings ceased, while India retained the advantages arising 
Council from the causes which have brought about the drawings, may certainly be admitted. 
increased. That India would now be importing more goods of all kinds, including silver, if the 

causes which have led to the drawings of the India .Council had never come into 
operation, is not merely unproved, but iii absolutely opposed to the facts so far 88 
they can be ascertained.· 

Swnmary of 
objections,' 

45. It will be convenient to sum up the objections which I take to the explanation 
given of the fall in gold prices, and the alteration in the relative value of gold and silver. 

1. ,The method adopted for testing the variation in the standard by examining the 
causes for the rise or fall in price of particular commodities is unsound. 

2. It is misleading to apply it only to gold prices and not to silver prices. 
3. The theory that silver baa fallen in value from sentimental considerations rests 

on no good basis. . 
4. The theory that the cheapening of commodities prevented the cheap silver from 

being exported to !the East is founded OD the fallacy that increased production 
of commodities would affect gold prices, and would have no effect on silver 
prices. 

5. ,The account showing' the growth of an unfavourable balance against India is 
untrustworthy: . , 

6. An alteration in the relative value of two standards is always attended with 
. a growing balance of indebtedness in favour ot the country where prices are 
falling, and proves nothing aa to the causes of " the alteration in relative value 
of the two standards. ' 

• 
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I~ Numbers.--The Relation betwe~ Gold, P'l'ice8, and the Rate of Discount. 
46. There- are other questions of -great complelliity connected with -the currency 

question which I would gladly have avoided, but as they have been raised, and stress 
laid on the evidence which they are supposed to afford, I cannot avoid dealing with 
them. 

They are:-
(1.) What value is to be attaebed to the evidence afforded by what is known as 

the system of index nnmbers 1 . 
(2.) How does gold affect prices! 
(3.) What is the relation between prices, the supply of gold, and the rate of 

discount! 

47. The evidence of the system of index numbers is to the effect that as regr.rds Value of the 
commodities constituting a large and important section of the wealth of the world. the evideuee -
purchasin!,( power of gold has, in recent yesrs, materially increased. They also show :~oJ?i~d by 
that in regard to most, if not all, commodities included in this group, the purchasing DDem'::.:: 
power of gold has increased, though in very varying degrees. They do not show 
that the average purchasing power of gold in respect to everything has increased. 
but this result may with some probability be inferred unless it can be shown that the 
rise in the value of gold in relation to ,the articles included in the various syRtems of 
index Dumbers is balanced by a fall in the vruue of gold in relation to other 
articles. This has not been done. 

48. Price is the relation of exchange between the standard commodity and other IDC ........ in 
commodities, and there does not appear to be any difficulty in holding that an increase th.8Dpply?f 
or decrease in the standard commodity affects the ratio in which it exchanges for ::::=e ':~ 
other things. It would, indeed, be very difficult to hold the contrary view. affect pri .... : 

There is better ground for hdlding that an increase or decrease in the qu~ntity of ~!.~:n in 
gold has less effect on prices than is sometimes supposed; it appears, however, to be j!old and 
quite possible that an injurious fall of prices, or rise in the value of gold, may take ~lver prices 
place 1D a country without a reduction in the total supply of gold to the world, and 1n rece~t 
due simply to the increased demand for gold arising from an increase in the pro- i::i: ~=e 
duction of. commodities in another country. In face of the fact that gold and silver instances the 
have altered 30 per cent. in relative value in 15 years, and that gold and silver prices qu ... tion of 
of articles interchanged between the gold and. silver countries have altered in a:,e ~!ard 
corresponding degree, it cannot reasonably be held that the standard has practically m':'terial Y 
no effect on the rise or fall of prices. influence 

on prices. 
49. Arguments have been dra.wn from the low rate of discount in recent years to Argnmoot 

show tha.t there can have been no .. scarcity of gold." The question of the conneDon from the,low 
between the supply of gold, the rate of discount, and prices, is probably the most rate ~ d: 

,difficult and obscure in all political economy, but this at least is certain, that there :":" res 
is no conneDon between the permanent or average rate of discount. and the purchasing unproved 
llower of gold. The contention, however. is that gold exercises no influence on prices and im

(in the more advanced countries) except through the rate of discount, and that as t~~~~. 
tho rate of disoount has been low and uniform in recent years there can haTe been no , . 
such scarcity of gold as to cause 8 fall in prices. 

The argument is, at first sight, plauBlble, but to establish its soundnt>B8 it would 
be neoessary to show that the rate of discount is necessarily high and fluctuating when 
the standard is rising in value, and low and uniform when the standard is falling in 
value. 

There have been many cases in which the standard was undoubtedly depreciated 
by an over·issue of inconvertible paper. There have been other instances where the 
reverse process took place. and a depreciated paper underwent relative appreciation 
by a return to speoie payments. If the argument just referred to were sound, it 
should be possible to show that in the former class of cases the rate of discount was 
low and uniform, and in the latter olass that it was high and fluctuating. This has 
not been done, and the ablest economists are, I believe, of opinion that it could not 
be done. Until the principle has been established by an appeal to undoubted facta 
the argument founded on a low and uniform rate of discount is without force. 

Nor can it be said that gold only acts on prices through an actual rise in the 
rate of discount. The apprehension of a rise may exercise a very potent influence OIl 
the mind. • 

6. S'ISS. T 



ROYAL COXMIAAION ON GOLD AND ~ILVE.: 

The theory that a ge~eral increase i,n the pury:hasing power of gold cannot take plaoe 
without an actual scarCity of gold bemg expenenced for purposes of busineea appeal'8 
to be based on the assumption that in such cases the general average of prioea would 
remain unaffected until it was suddenly discovered that there actually W68 not enol,lgh 
gold to meet the demands for that metal. This assumption overlooks the fact that 
what we call the average of prices is made up of an indefinitely great number of 
tranAactions between. intelligent beings. and that in each such transactioll the prospects 
of the future are discounted. and the demands upon gold gradually and insensibly 
adjusted to the available supply. 

All iujurious 50. The value of gold may rise not merely because there is a reduction in the total 
rioe iu the quantity of gold. but because there is an increased demand for it . 
..... Iu';:f gold If there are three countries A, B, and C, of which A and B have the llame. and C 
=~d by a different standard, and if from increase of wealth in A an economic infl.uence comes 
incr~d into play which causes a flow of the material of the standard from B to A, I see no 
prod\lc%,~ of reason why a fall should not occur in the first instance in the prices of certain 
commo lle8. articles in A, followed by a fall in prices in B; the final result might be a flow of 

(apparently) superfluous gold from B to A, and a rise in the value of gold in B, 
unattended by any cheaper or increased production of commodities in that country, 
or by any perceptible rise or rapid fluctuations in the rate of discount. 

The other country, C. having a different standard, would not be affected in the same 
way. The economic changes at work in A might tend to caupe a flow of the 
commodity used liS the standard from C to A. but lIuch flow being rendered impoesible 
by the difference in standard, the result would be that the general level of prices in C 
would be unaffected, and trade between the two countries would be adjusted by an 
alteration in the rate of exchange between A and C; in other words, an alteration 
would disclose itself in the relative value of the standard of A and B on the one· 
hand and C on the other, which might be correctly described as an increase in the 
value of the standard in A or B rather than as a fall in the value of the standard in C. 

InjwriOUll lnorea8e m the Value of Gold. 

51. I have made the preceding remarks on the influence of gold and credit on 
prices, and the connexiori between gold, the rate of discount, and prices. with much 
unwillingness, for I cannot pretend to explain the subtle phenomena connected 
therewith. They are merely intended .to show that the question of an injurious rise 
in the purchasing power of the, standard cannot be decided by speCUlations of' a 

Thec~ency hazardous character, regarding the connexion between prices, gold. credit, and the rate 
i:::~~~ of discount. The questions to be decided are not speculative but practical. Has the 
dealt with on purchasing ·power of the standard in any country or countries increased 1 If 50, has 
a practical such increase been injurious, and could it have been avoided in whole or in part f 
rather ~u In the present state -of our knowledge the question of an increase in the purchasing 
::.:..!'~~y power of the standard can only be decided by an actual appeal to wages and prices. 
basis. The further question, whether any portion of the fall could with advantage have 

been avoided, is one which must be decided on different considerations. and with 
reference to the effects which may have attended the increase in the purchasing 
powers of the standard. 

Evidence in 52. Dealing with the question from a practical standpoint, what we find in this 
support of counbow is,-
an injurious 04 J d al f 11 . . 
rise in'the 1. A great, an with some exceptions, a gener a m pnces. 
value of gold. 2. Complaints of the burden of fixed charges, rents, royalties, railway freights. and 

so forth. 
3. A reduction. in the rate of profit and of interest. 
4. A certain amount of want of employment. 
5. Uonsiderable reductions in JIloney wages in very many industries. 
6. A long-continued period of what is called" depression" in trade and industry. 
These foots indicate a state of affairs in which an increase in the value of gold, 

whatever the cause of such increase may be, has produced injurious results, and 
the reduction in the amQunt of income, per head of population. 68Sessed, to the 
paymElnt of income tax shown by the figures in Appendix B., conpled with the 
tendency to a fall in wages, appears to .me conclusive on this point. It has been 
urged by more ,than one economist that inrecent.;)'IlarB influences have come into 
operation which have increased the share of the products of industry which falls to 



N01'E BT MIL BARBOUJI. 147 

• 
the wage-earning clMses. Assuming this view to be correot, it would follow that, under 
ordinary conditions, their rates of money wages should have materially inoreased, and 
the faot that they have not done so and have even fallen in some degree, affords a strong 
oonfinnation of the view that there has been a general rise in the value of gold. 

53. If it had been possible to employ both gold and silver as standard money in the Theinjurions 
same manuer in whioh it was formerly possible to do so, the inorease in the value of e!fee.1s of this 
gold would have been lessened, and beneficial results would have followed unless the r~ In ~he ld 
change in the direction of 10weriJlg the value of gold would have beon so great ;o:~oha~ 
as to produce injurious consequences of an opposite character. been miti-

The question of the actual amount of good which would have been dOM hy the ga~d by the 
maintenance of the old system appears to be one on which it is impossible to arrive "t:tena,;:e 
at any :precise conolusion, but it is a noteworthy faot that the periods of heavy fall in ~f ~o:~r: m 
gold prICes, and of a fall in the income per head of population assessed to the payment legal tender. 
of income tax, ooinoide in a remarkable manner with the periods of heavy fall in 
the gold price of silver, as is shown in Appendix B. to this note. It is, fortunately, 
much more easy to decide whether the maintenance of the old system would have' 
led to an injurious fall in the value of gold. In the first plaoe, it will be 
observed that in silver-using countries no evil results, so far as regards the 
working of the standard of value in use in those countries, appear to have followed 
the divergenoe in the relative value of gold and silver. Prices have not risen in 
any injurious degree or even to any perceptible extent, there are no oomplaints ADd there 
of the burden of fixed or oustomary payments; there is no decrease of employment would not 
leading to a lowering of wages, and though there may be some tendency to a have ~e:, 
rise in money wages, yet it cannot be said that any injurious results are flowing :~:j~rioua 
therefrom. The feeling of depression in trade has not .been so great as in countries r..u in the 
using the gold standard. Netherlands India, where the gold standard was adopted, valu.ofgold. 
has assuredly not gained by the change in comparison with the other Eastern 
countries whioh maintained the silver standard. 

If there is no reMon to suppose that the maintenance of a purely silver standard 
in recent years has injured any country, except in so far as it may have had 
finanoial and oommercial relations with oountries using the gold standard, it necessarily 
follows that the maintenance of the old system of !louble legal tender would not have 
produced injurious results either in the countries that did so or in countries using 
the single gold standard. 

54. Nor do the figures of the produotion of silver afford any ground for alarm. If The 6guree 
the supply of gold to countries outside the United States hM fallen off by 15,000,0001. oft~e pro
yearly, and the supply of silver, to the same oountries has only increased by 5,000,0001. d.~ctiOn (f,of d 
yearly, there is no· reason to fear that an arrangement whereby the defioiency in the :ov:~:.;.;
gold supply would have been oounteracted to the extent of one-third of its amount for alarm 
b;V silver would have produced al1 injurious fall in the value of gold. Even if the under .. 
hIgher gold price of silver had caused an increased production of that metal to the i·~;n ~ 
extent of 10,OOO,000l. yearly, the additional supply would :not have done more than t!':i.:. 
meet the reduction in the supply of gold. In the period from 1821 to 1840 the annual 
average supply of both gold and silver amounted to about 7,200,0001. yearly. In 
the period 1861-70 the average yearly supply was about 37,400,0001., an increase of 
more than 30,000,0001. yearly. A similar increase in excess of the production of 
1861-70 would bring the total production of the present time up to 67,400,0001. yearly, 
and ILS the production of gold is about 20,000,0001. yearly, the production of silver 
would have to increase to 47,000,0001. yearly to make up this total. There is no good 
ground for supposing that the total pt:<>duction of silver would inorease to this figure 
even if the pnce of. silver rose to 60id. per oz., or, if it did, that, it could be 
maintained at that rate, and ILS· the total stock of both goljl and silver. as well ILS the 
total wealth of the world, is now much greater than in 1840, an increase of 
GO,OOO,OOOl. yearly would in all .probability produce a much less effect than at the 
time of the great gold discoveries. 

liS. Summing up the oonclusions to which these facts and arguments point, it may 
be said that there is every reason to believe that the maintenance of the old 
system of double legal tender would have been a gain io this country by 
mitigating or preventing, in a greater or less degree, an injurious increase in the value 
of gold (from whatever cause it. may have arisen). and there is no ground for supposing 
that it would have lowered the value of gold to such an extent as to produce any 
injurious results. 

T2 



I-lK ROYAl. COlUIU!8ION ON \JOLD .&ollD 8ILVIlIl: 

In the preceding arguments, and in the calculations on which they are based, I 
have al\8umed that the ratio of 1 to 15l was preserved. If a system of double legal 
tender were adopted in the present day at, or near, the market ratio of gold and 
silver, an additional safeguard would be provided against any possible injurious 
lowering of the value of the standard, but there does not appear to be any good ground 
for apprehensions of this nature. 

AdvantaglllJ which w()Uld haw been gained by tha Madnte?uw.ce of tha Sys/am of Double Legal 
Tender. 

Loas arising 56. It may then be said that if the old system of double legal tender had been 
from too maintained-
abandoDmeD t • • . 
of the system 1. A purely benefiCial Influence would have been exerted in the direction of 
of double preventing a rise in the value of gold. ' 
legal tender. 2. Trade between gold and silver using countries would have been facilitated. 

3. Industries in gold countries which compete with similar industrie!! in silver 
countries would have been relieved from unfair, though temporary, causes of 
depression. 

4. There would have been DO impediment, arising from currency causes, to the free 
employment of capital in countries where the return pro milled to be greatest. 

5. The financial difficulties of the' Government of India, arising from an alteration 
in the relative value of the \WO standards, would have been prevented. 

It cannot be doubted that these gains would, in the aggregate, have been of great 
importance, and, as has been shown, they would not have been attended with any 
counterbalancillg evil in the direction of an 1njurions depreciation of the standard. 

No Permanent and Satisfadryry Solution of the Owrrency Q'UIlIJtion p08sible wit~t tll6 
Adoption of the Sy8tem of Double Legal Tender. 

57. The arguments in favour of a reversion to the old system, which are based 
un the possible dangers and difficulties of the future, are still stronger. 

We can stat!!, with some attempt at accuracy, the evils which the abandonment of 
the system of double legal tender has actually produced up to the present date, but we 
cannot measure the magnitude of the evils which it may produce in the future. 

There must be some line of monetary policy which in the future will give the most 
satisfactory results, and it is that policy which we should attempt to discover. 

ImpOl!8ible to An obvions line of policy would be to demonetise silver as standard money every
demonetise where, and to replace i~ by gold, but the experience of the last few years shows that 
~;.:. e::r this course would be attended with the most serious risks, and it ha.rdly seelDS 
substitute necessary to consider it as a possible solution of the currency question. If thia 
gold. policy were inevitable the ~ree· coinage of silver by the Indian Minte should be 

stopped at once; the greater the delay in doing so the greater the' ultimate los8 to 
India. This would be the first step. but what the final result would be it is impossible 
to conjecture. 

Impossible to Another course would be to divide the nations of the world into gold-standard and 
divide the silver-standard countries, and admit once for all that there must be two independent 
natioDs of 
the world metallic standards in the world. A little reflection will show that the objections 
permaDently to t¥s course are al.so insuperable. No satisfactory principle can be devised on 
into gold-. whic~ the division could be based. It has been suggested that gold should be used 
USiDg and by wealthy nations and silver . by poor ones. but it is difficuj.t to suppose that the 
silver-~8ing nations. which it was proposed to stamp as .. poor" would accept the classification, 
~untrles. 

\ and it is quite certain that they would not promise to remain poor in order that the 
, accuracy 'of the classification might remain unimpaired. On the contrary, the very 

fact that the nations using· silver were to be considered" poor" might be a powerfUl 
inducement to a progressive country to change from the silver to the gold standard. 
Nor is it quite certain that the relatively wealthy nations of to-day will always retain 
the same position. 

Im!,,,,,~bleto A third, course would be .an agreement that no nation should make any change m=ID the in its currency arrangements in future. But an arrangement of this nature is easily 
.t VUO· seen to be impracticable. If gold prices and wages should in time fall 80 largely as 

to lead to the belief that gold was a very undesirabl& monetary standard, could a 



NOTE BY liB. BARBOUR. 14!1 

nation be blamed for attempting to escape from it 1 If silver fell still more in value 
relatively to gold, could a country like India, which has intimate financial relations 
with Great Britain, be prevented from adopting the same standard as Great Britain! 
Would England and her dependencies which now use silver formally renounce for all 
time the hope of some day establishing a common standard? Could the United 
States be induced to continue to coin so many silver dollars every year, no matter 
what might happen t 

France and other countries have a large amount of silver coins, tne nominal valU!! 
of which is now about 44 per cent in excess of th!! market value of the silver con
tained in them. . The position must have been very nearly, if not quite, reached 
at which false coining in "'ood silver will be so profitable as to lead to its being practised 
on an extensive scale. If false coining on a considerable scale took place, could France 
be prevented from withdrawing her silver coins and replacing them, wholly or in 
part, by gold! .A bove all, what is to be done with countries which now use 
inconvertible paper! They could not be bound down to continue to do so, and if they 
returned to a metallic standard they must choose either gold or silver. Even if the 
countries of the world were permanently divided into gold-using and silver-using 
nations, or if all nations agreed to preserve the stat,/,8 quo, we should remain liable to 
continual fluctuations in the relative value of the two standards, with the attondant 
risks and inconveniences. 

58. No solution of our present ourrency ·difficulties can be either satisfactory or per-. Conditions 
manent which does not give practically the same monetary standard to every country; necessary fOI 

which does not provide for the full use of both the precious metals as standard money; .. ~::;,: 
and the less the inducement to change of standard the sounder and safer will the :'ry ~ution 
system be. , 

These requirements would be completely met by a system under which silver was ~h.ese eon
made the legal standard in every country, any country which wished to do so being ;!;,ti;~:I:'i 
at liberty to make gold also full legal tender on the sole condition' that the ratio for onlyO by " 
the legal tender of both gold and silver shall be the same everywhere. The effect .ystem 01· 
would· be exactly the same if those oountries that wished to make both gold and silver double legal 
legal tender chose gold as the standard, a~d made silver legal tender at a certain tender. 
ratio. What is absolutely essential to the success of the system is that silver should 
be legal tender as well as gold in certain countries, and what is desirable is that 
the number of oountries nsingthe single gold standard should bo reduced to a minimum. 

Assuming that this system were generally acoepted, put into practice, amd maintained, The sysi.em 
I can see no evila that would arise from it. - ff dOQ!~ 

If it be said that some nations or banks would hoard gold, it may be replied that ;~tabi:.h~ 
they do BO now, and that under the proposed system, when silver would be freely and mai ... 
available for international purposes, the inducement would be less. ~irll!d 

If it be said that .nations wishing to go to war would accumulste gold, the same IDuk°lves no 
answer may be given, and it may be added that with silver freely available as money, r • 
the hoarding of gold would be of less importauce. 

If it be said that nations might issue iuconvertible paper, it may be replied that 
they might do so under the present system, that the Issue of inconvertible paper 
would not interfere with the system of double legal teuder. and that the evils of 
Buoh issue would be less when they could be spread over the whole world. 

If it be said that in the course of ages the value of gold as compared with silver Variation of 
might rise ahov .. the legal ratio, I would ask what evils would flow therefrom? The t!'ri m&&;,ket 
cheaper metal (silver) would be the standard in every country, and there would be :he regat 
no fluctuation in the 1'A1ative value of the standards of different countries. Every ratio would 
person having a debt due to him would be entitled to receive either gold or silver at produce no 
the legal ratio. If he is paid in silver he is paid in a metal which is freely coined W4eclo. 
into money everywhere" and he suft'ers no los8 or inconvenience. If he is offered gold 
at any ratio other than the legal ratio, he need not accept it unless he likes. 1£ he 
acoepts it at a value other than the legal ratio, it can only be because it suits him 
better to do so than accept a metal which is money everywhere, and if it suits him to 
do so he suffers no inconvenience therefrom, and he can have no ground of complaint. 
Under Buch a system, in short, each of the metals would by a natural process 
be devoted to that purpose for which it was best suited, and the existence of a 
temporary premium Or agio on either of them wonld merely indicate that that metal 
was in such demand for some special purpose as to make it worth the while of the 
person who wanted it to pay something for the advantage. 

T3 
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No reaslJfU1hk Ground for B1lPPOtJing that tM 8ystwm. of Doubk LegaJ Tender, if once 
generally auepted amd. introduced, tootdd be abatidotled. 

l'he East 59. The fear that some nations might abandon the agreement either from bope of 
voold not gain to themselves or from a desire to injure other nations is chimerical. There is 
,b",~o:uthe no ground for supposing that in such case the great nations of the East, such as India 
::~. ver, and China, will abandon the use of silver, and there are very obvious reasons which 
~meric&ll will prevent the American Continent from doing 80. Nor is there really any danger 
Jontin.n~ that the Latin Union would abandon the use of silver, to which the people have so long 
~:" La~: been accustomed. If Germany, after adopting the single gold standard, reverted to 
ITnion or the use of silver also, is it likely that she would make a third change 1 
~.rmBny be A nation could only depart from the system through a hope of benefiting itself, or 
ikely to do of injuring its neighbour. 
... Assuming that all nations had the same standard, could anyone nation hope to 

benefit itself by adopting a differen t standard from that of other nations? Or could 
it hope to injure another nation by a measure which would give it a different standard 
from all the rest of the world, and would leave the nation it wished to injure in 
monetary alliance with all other nations P England, no doubt, adopted the single gold 
standard in 1816, but the change was made in ignorance of the effects of an universal 
abandonment of the system of double legal tender, and without any intention of 
injuring other countries. It is a significant fact that' silver was abandoned as the 
Englitlh standard in 1816 in direct opposition to the advice of Ricardo. 

Prejudice in 60. We know that at one time the opinion was helrl universally, or almost universally, 
fB~dur o~e that the wealth of a country depended on the quantity of the precious metals which it 
~one:ry c?ntained, that the. export o~ these metals was prohibited, and that .legislation was 
8tlmdard will directed to controlling trade 1D such a way as to try' to secure a contlDual stream of 
dieappear. gold and silver into each country. ..Attempts were frequently made to attract gold 

(while still retaining silver) by raising the legal ratio of gold relatively to silver, 
and in very early times the absurd device was adopted of attracting. silver by enacting 

},nancial 
poaition <If 
England· 

" 

.. that the crown or :live-shilling piece should pass for 7 B. 6d., the theory being that silver 
would 1l0w where its value was greatest, and that by calling the crown 7,. 6d. instead 
of five shillings a higher value was thereby given to the silver contained in it. In 
Appendix A. to the Note will be found an extract from Gerard de Malynes' LfJiII 
Mercatoria, which shows what W8S the state of opinion on this subject in the reign of 
Henry VIII. In chapter xii. of Lord Liverpool's .. Ollintl of tM BealJm" will be found 
a full account of the measures which James I. adopted for the purpose of attracting 
gold while also retaining silver. It is an historical fact that the ratio of 1 to 15i (by 
which gold was overvalued at that time) was adopted in Franoe in 1785 with the 
avowed object of attracting gold. 

Nobody is now afraid that other nations will drain them of their wealth by attracting 
gold and silver, and the only Government which is accumulating gold (the United 
States) is actually alarmed at this result, and adopts special measures to throw it 
on the open market again. 

May it not then happen. tha~ the .prejudice in some minds in favour of .gold as the 
sole monetary standard will disappear as completely as the old mercantile theory! 
It is based partly on a mistaken belief that gold must be the best standard because 
it contains much value in little weight and bulk, and partly on the alleged greater 
convenience of gold as coin. There is no ground for the former belief that will stand 
examination, and the greater convenience of gold as coin extends only to large payments, 
which are now generally made in paper. For the vast proportion of payments, even in 
the wealthiest countries. silver is more convenient than gold. If all silver coins 
disappeared from England the inconvenience caused by having to make all small 
paymtlntswith copper coin would be greater than the inconvenience of having occa
sionally to make large payments in silver if the gold coins diaappeared. 

The world has in reality had no experience of the single gold standard except 
since 1873, and the experience acquired since that date is decidedly against continuing 
the experiment. 

England w()'IJ,ld gam, :finwnu;iaUy, iMfJ.IfIHWJ1y, tmd WTMTUJI'cially by the change. 

61. The argument that the financial position of England, and especially of London, 
would be injuriously affected, will not stand examination. 

The financial position of England depends very laPg~y on the fact that her savings 
are great, and that she every year accumulates capital, which is either directly 
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invested or lent to others. Could her positiop. in this respect be injured by a change would be 
which increased the demand for loans on the part of silver-standard countries, and improved. 
facilitated the investment of capital in such countries! 

Her financial position also depends to·some extent on her insular position and security 
from invasion, and in these respects it would be unati'ected by a change in standard. 

It also depends largely on her being a great tr8.ding power, carrying on business England'. 
with all parts of the world, and in this re~pect her position would be improved if com,!,8rce 
England's standard was the standaJ;d of the world instead of being the standard of one. andul'dnd~t 
half of it. . . wo glllD 

Her financial position also depends on the prosperity of her industries, and these 
industries would gain rather than lose if any considerable divergence between the gold 
and silver standards could be prevented. 

It is also said that bills are drawn on London, and arrangements made for the Financial 
settlement of financial transactions there, becanse confidence is felt that gold can position of 
always be obtained in England if. necessary. Lon~dn of; 

But if silver ,'were freely coiried into standard money in all part.<! of the world, ::fur n 
the advantage of being paid (in case of necessity) in gold instead of silver would . 
disappear, uuless in those very few cases in which that metal might be required 
for some special purpose. Such cases would be very few; and as London is the 
groat silver markPt. though si~ver is not the standard, there is no reason why it should 
not continue to be a great market for gold, though gold was no longer the sole 
standard. On the whole there seems no reason to doubt that if the proposed system 
were introduced carefully, and with the consent of the country, the financial interests 
of England or London would not suti'er in any respect; while in some important points 
they would materially benefit. The money-changer may, no doubt, make a profit, at the 
expense of somebody else, by a difference of standards; legitimate banking and 
financial business, as well as the interests of the industrial and commercial classes, -
oan only be promoted by unity of monetary standard. 

OO'Mlusioo. 

62. For the reasons already stated I have agreed to the recommendations made in 
Part lIT. that the system of double legal tender should be established in this country, 
as the result of an understanding with other civilised countries. In view of _ the 
magnitude and importance of the question, of the possibility of opposition from 
inHuential classes, and of the difficulty of settling the ratio for legal tender at the 
present time to the satisfaction of al1.concerned, the change should be made gradually 
and after careful preparation. 

63. Nobody desires that silver should continue to fall relatively to gold, and 
everybody, or almost everybody, would be glad to see it rise somewhat. Apart 
altogether from the question of gold prices, a further fall in the relative value of 
silver might lead to the United States or the Indian Government ceasing to coin that 
metal, with consequences whioh oannot be foreseen, but which must be serious. 
Or it might lead to the imposition of heavy import duties in India with injurious 
oonsequences both to England and to India. In England an ounce of standard 
silver is ooined into 66d., while the market price of the silver is (or was a few days 
ago) 42d. The gain on false coinage of English silver money in good silver is conse. 
quently no less than 57 per cent., and it is known that false coinage of this nature has 
already taken place. though there is no evidence of its having occurred, as yet, on a 
large scale. It is undesirable to maintain this temptation to such fraud; it would 
be very dangerous to allow it to increase. and it ought, if possible, to be reduced. . 

A SImilar state of things exists in France, America, and every other country whICh 
uses either token coins of silver, or silver ooins, which, though full legal tender, are 
now over· valued. 

DI'. Soetbeer estimated the nominal value of the total supply of silver coins in 
oivilised lands at 392,OOO,OOOL. sterling at the close of 1885, and it is no doubt some
what greater at the present day. Nearly the whole of this coin is over-valued, and its 
market value as silver is about 110,000,0001. below its nomiual value; in other words, 
at the present price of silver, it would require an expenditure of 110,000,0001. 
sterling in the purchase of silver to increase these coins in such manner as to make 
their value as silver equal to their legal value. This state of things constit1l:tes 
a danger not only for the oountries which hold this silver, but for all countries uSlDg 
either the gold or silver standard. 

T4 
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64. On every grouu,d of expediency, the.refore, it would seem desirable to adoft at 
once any measure which. without being attended with evil results, would tend either 
to raise the value of silver, or to prevent a further fall. For these reasons I have no 
hesitation in supporting the adoption of the measures suggested in the Part II. of 
the Report, namely,-

I. The repeal of the duty on silver plate. 
2. The issue of ten-shilling notes based on silver, the' half-sovereign being 

gradually withdrawn. 
~. The issu!l'of one-pound notes based on silver. 
As I do not hold that the fall in the value of silver relatively to gold has been 

caused mainly, or very greatly. by the increased supply of silver, I am not of opinion 
that the additional demand for silver created in this way would of itself have much 
permanent effect on the relative value of the two metals, but it wOl!ld certainly have 
some effect, and the proposed measures would tend to create confidence in, or remove 
doubts as to, the future position of silver. This change of feeling might have a 
considerable effect both on certain classes of the public in this country and on other 
Governments. There would probably be no difficulty in combinin~ these measures 
with concerted action on the part of foreign Governments tending in the same 
direction. The result could not fail to be a tendency to diminish the divergence in 
relative value, or to prevent it from proceeding so far as it otherwise would, and to 
this extent the effect would be beneficial in every respect. ..A feeling of confidenoe 
,in silver would be generated, and if the small Dotes based on silver came into general 
use, the apprehensions of those who fear inoonvenience from the more extended use 
of that metal in this (lountry would disappear. 

lut great 65. The further measure which would reDiove many difficulties, and ensure a final 
~.antages and satisfactory solution of the question, is the reoognition by the British Govern
lOuid. secrule ment that the system of double legal tender is one which must ultimately be adopted, romlorma.. . 
r accepting apd towards which we should gradually move. 
,. principl. Such recognition would tend to remove the inducement which now exists to the 
f double hoarding and accumulation of gold rather than silver, and would bring into play 
'gal tender. influences which would have an exactly opposite effeot. The metal which was likely 

to rise in relative value would be 'hoarded and accumulated rather than the metal 
which was likely to fall. In the meantime the action of Great Britain might remain 
unfettered both 3S to the time and manner of introducing the system of double 
legal tender and the conditions under which it would ~e adopted. 

All which is submitted for Your Majesty's gracious consideration • . 
D. BARBOUR. 
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Appendix A. to Mr. Barbour's Note • 

• • 
Gerard de Malynes.-Lex Mercatoria, pp. 308-9. 

" This daily enhanoing began in the time of Henry VIII., who went about to reform 
the same; but afterwards finding if he should still 'enhance his price of moneys, 
likewise the,f would still advanoe theirs more and, more, he;, began but moderately; 
and wheress the Angell Noble (so called) was at six shillings eightpence, he caused 
the same to be valued at seven shillings and fourpence, by a Proclamation in the 
eighteenth year of his reign, and within two months after at seven shillings sixeence, 
and withalJ, he did write unto, other fl'incea concerning '. the same, andcommisSloners 
clllUe over about it, but all was, in vam, whereupon he gave an absolute authority to 
Cardinal Wolsey by letters patent as followeth: 

... Henry the Eighth, by the Grace of God, King of England and of France, Defender 
of the Faith, Lord of Ireland, to the Most Reverend Father, in God, Our Most Trusty 
and Most Entirely Beloved Councillor the Lord Thomas, Cardinal of York, Arohbishop, 
Legat de Leicestre of the See Apostolic, Primate of England, and our Chancellor of 
the same, Greeting. Forasmuch as, ooins of money! as well of gold as of silver, be 
of late days raised and enhanced both in the realm Of Franoe, as also in the Emperor's 
Low Countries, and in other parts, u:p,to ,higher' prices than the very poiz weight and 
fineness and valuation of the same, and otherwise than, they were accustomed to be 
ourrent: bt means whereof, the money of this our realm is daily, and of a long season 
hath Men, by sundry persons (as well our subjects as strangers, for their particular 
gaUiand lucre) oonveyed '(jut of this realm into th;e parts beyond, the seas, and' $0 is 
likely to oontinue more and mort', to the great hindrance' of. the generality of our 
subjeots and ,People, 'a~d to the no little impoverishing of our ~aid realm" if' the sa~e 
be not speedily remedIed and foreseen., We, after long debating of the matter WIth 
you and sundry other of our Counoil, and after remission ma,de unto outward Princes 
for reformation thereof, finding finally, no manner of remedy to be had at their hands, 
have by mature deliberation determined that our -ooins and moneys (as well of gold 
as of silver) shall be by our officer of our Mint from henceforth made at such fineness, 
lay, standard, and value as may be equivalent, oorrespondent, and agreeable to the 
rates of the valuation enhanced and raised in outward parte lis is afore specified.' " 

u 



BOTAL OOIDP88IOIf, ON GOLD AJlD SILVER: 

Appendix B. to Mr. Barbour's Note.· 

TjIlI. FALL.m THB GoLD PBICI or CoMMODITIES BINCB 1873, COMPARED WITH Tn FALL IN 

THB GOLD PRICE O. SILVB& DUBIRG TIIJI 8A1dB PERIOD. 

-----, 
1. lD the following' table, ·the Index No. of the .. Economist" for ht January 1873 

is represented by 100, and proportionate numbers are given for subsequent years. 
The gold price of silver for January 1873 is also taken at 100, and the price of 

silver for January of each subsequent year is represented by proportionate numbers. 
1 2 B 4 0 6 '1 

Fall or Rise FaU orRI •• FaU orBiI. in PrI •• of Fall ar Bi .. 
Price of iDlndn No~ Si1l'er .. In Indu No. in PrIce of 

y .... Indox No. Silver. &B oompared oompuecl .. compared 8U.8I' BI 
witbpre-. with,...,. 

, 
with 1811. compared 

ooding Year. ceding Year. I with 1818. 

.1873 - . 100 100 • 
1874 - - 97'7 98'1 -2'S -1'9 "",2'8 -1'9 
1870 . - 94'0 96'1 -3'7 -2'0 -(HI -S'9 
1876 - - 91'7 92'7 -2'8 -S'4 -S'3 -7'3 
1877 . - 92'0 96'1 +'8 +S'4 -7'6 -S'9 
1878 - - 85'8 89'8 -6'7 -6'S -14'l! -10'l! 
1879 - - 74'6 84'0 -11'2 -O'S -25'4 -16'0 
1880 - -, S5'S 87'7 +11'2 +8'7 -14'. -12'8 
1881 - - 80'0 86-8 -O'S -1'9 ,-19'5 -14'2 
1882 - - 82'8 86'S +Q'3 +1'0 -17'2 -IS'Q 
1883 - - 79'8 84'0 -3'0 .,..2'8 -2(htl -IS'O 
1884 - - 74'6 85'0 -6'2 ·H·O -26'4 -Ili'O 
1885 - - 7O'S 83'0 -3'8 -2'0 -29'2 -17'0 
1886 ; 68'6 78'0 -2'2 -11'0 .-.31'4 -22'0 - -
IS87 - - 70'1 77'4 +1'6 -'6 -29'9 -22'6 
1888 - - 75'S 74'''' +0'2 -3'0 -24'7 -26'6 

2. Taking the period 1873 to 1886, it will be Been that there WIIB an almost con· 
tinuous fall in the prices of commodities, the downward tendency being checked 
I:.j3mporarily in only three yea.rs, 1877, 1880, an,d 1882. 

The course of the gold price of silver very closely coincides, the downward tendency 
having been checked in only four years, 1877, 1880, 1882, and 1884. 

3. It will also be seen from Columns 6 and 7, that up to January 1879 the course of 
prices was steadily downwards (excepting 1877), Bnd that the course of the price of _. 
silver was also stea.dily downwards, with the exception of the same year. 

In both cases the maximum depreasion for the time was reached in 1879, and in 
the following year there WBS a marked rise both in the gold prices of commodities, 
and the gold price of silver, this rise being entirely lost by 1st January 1884 in the 
case of commodities, and very nearly lost in the same year by silver. 

In 1884, the Index No. for commodities was 74'6, as against exactly the same 
number in 1879, while the price of silver in 1884 was 85'0, as against 84'0 in 1879. 
Between lst January 1884 and 1st January 1886, the gold prices of commodities fell, 
and 80 ,did the gold price of silver. Subsequently to 1886 the agreement ceases. 
The g01d prices of commodities rose in 1887 and 1888. while the gold price of. silver 
fell. , 

4. The following table is constructed on a similarllan,14r . .sauerbeck's lDdex Nos. 
bl:ling substituted for those of the .. Economist," an the price of silver 1leing taken 
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as the average of the year, because Mr. Sauerbeck's. prices are also the average of the 
year:--

FaD or Riee Fall or Rise 
Fall or Rise in Price of :rall or Riee 

Pri .. 01 in Index No. Sil". II in Index. No. m Price of 
y ...... lndP: No. SilY .... ucompared oomparod uoompared Silver u 

wlthpre- with p~ with 1818. oompared 
ceding Year. cediDgYear, .nih 1818: •• 

1878 - - 100 100 
1874 - - 91'9 98'4 -8'1 -1'6 -8'1 -1'6 
1875 - - 86'0 96'0 -0'4 -2'4 -13'5 -4'0 
1876 - - 85'6 89'0 -'9 -7'0 -14'4 -11'0 
1877 - - 84'6 92'0 -1'0 +3'5 -15'4 - '1'5 
1878 - - 78'4 88'7 -6'2' -3'8 -21'6 , -U'3 
1879 - - 74'8 86'0 -3'6 -2'2 -25'2 -13'5 
1880 - - 79'3 88'2 +4'5 +1'7 -20'7 -11'S 
1881 - - 76'6 87-2 -2'7 -1-0 -23'4 -12'8 
1882 - - 70'7 87-1 -'9 -'I -24'3 --12' 9 
1883 - - 78'9 85-3 -1'8 -1'8 -26'1 -14'7 
1884 - - 68'6 86'4 -5'4 +'1 -31'5 -14'6 
1886 - - 64'9 82-0 -3'6 -3'4 -85'1 -18'0 
1886 - - 62'2 76'5 -2'7 -5'5 -37'8 -23'0 
1887 - - 61'3 

I 
75-2 -'9 -1'3 -38'7 -24'S 

5. Mr. Sauerbeck's Index Nos. show a considerably greater fall than those of the 
" Economist," and the agreement in details with the fall in silver is not so close up 
to 1886, but the general course is the same. 

From 1873 to 1879 there is a continuous fall in gold prices, averaging 4'2 yearly, 
while the average yearly fall in the price of silver is 2'2. ' 

In 1880 there is a rise both in the gold prices of commodities and in the gold price 
of silver, and from 1880 to 1883 the average fall in prices of commodities is only 
1'8 yearly. while the average fall in the price of silver is only '9 yearly, 

After 1883 the prices of commodities fall rapidly, while it is only after 1884 that 
the price of silver fell rapidly. . 

6, There appear, from these figures. to be three well-marked periods in the case of 
commodities ;-

1. From 1873.'to 1879, a steady and continuous fall, the rate of fall being markedly 
reduced in 1876 and 1877. 

II. From 1879 to 1883. a marked rise in the beginning, followed by a continuous, 
but not rapid, fall, 

m. After 1883, a heavy fall, continuing to 1887, 
The following are the corresponding periods in the case of silver :-

I. From 1873 to 1879, a fall which is continuous. with the exception of one year, 
the rate of fall being unusually high in 1876 (the year of panic). and a portion 
of this fall being recovered in 1877. . . 

II. From 1879 to 1884, a marked rise in the beginning, followed by an almost 
continuous, but not rapid, fall, 

III. After 1884, a heavy fall, continuing to 1887. 
7, In the following table. the Index Nos. of Dr, Soetbeer are used in the same way 

as before:-

Rile or PaU Biaeor Fall Rise or Pall 
In IndezNu. in Prioe of Rise or Fall ill Prioe of 

Y .... 'Index No. Price of .. compand Silftl' .. in lDduNo. SUYer .. Sil'fer. wiIh p ..... eompend .. compared ....parod 
with pre- with 1873. eediugy ..... oecIiDgY .... with 1811. 

1873 - . 100 100 
1874 . . 98'5 98'4 -1'0 -1'7 -'1'0 -1'7 
1815 - - 94'2 96'0 -4'3 -2'4 -0'8 -4'1 
1876 - - 92'7 89·0 -1'0 -6'9 -7'3 -u'o 
1877 - - 92'7 92-5 0'0 of 3'4 -7'S -7'6 
IH78 - - 87'6 88-7 -S'1 -3'8 -12'4 -11'4 
1879 - , 84'7 86'S -2'9 -2'2 -16'3 -13'6 
1~1!O - - 88'4 88'2 +3'7 +2'6. -11'6 -11'1) 

1881 , - 87'6 87'. -0'8 -1'8 -12'4 -12'8 
1882 . , 88',1 87'1 ... ·8 -'1 -11'6 -12'9 
lliS:l , - 8~'~ 85'3 0'0 -1'8 -11'6 -14'7 
IlIIl4 - -

I 
82'6 86'4 

I 
-5'8 

I 
+ 'I -17'4 -\-1'6 

1885 . - 78'9 82'0 -8'7 -3'4 -In' I - US'I) 

.. 68138.. x 
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8. In these figures also will be found an agreement of the same kind. From 
1873 to 1879 there is a marked fall in gold prices, with a cessation of fall in only one 
year, 1877, the year in which the price of silver rose. In 1880, there is a rise in 
both sets of figures, and for three yearB there is very little alteration in gold prices, 
and for four years, only a slight fall in the price of silver. After 1883, gold prices 
fell largely. and so did the price of silver after 1884. • 

9. Fluctuations of the same character may be ,observed in the prices of British 
imports and exports as calculated by Mr. Giffen. 

The following are the figures taken from paragraph 49 of Part 1. of the 
Report:-

Price of Priceot Price of Pri .. of - Exports. Imporlo. - EJ;por!B. Impo .... 

-
1873 - - 182 107 1880 - - - 93 
187i - - - - 1881 . - 9lI 92 
1875 - - 114 lot 111811 . - - -1876 · - 105 96 18118 - . 92 89 
1877 · - 101 99 1884 - - 90 84. 
1878 · - - 92 1886 - - 87 79 
1879 · - 92 88 1886 - . 82 74 

1O~ In the case of exports, the three ppriods are well marked. There is a continuous 
fa.ll to 1879, and steadiness of price (so far as figures are available) from 1879 
down to 1883, after which a continuous fall again sets in. 

In the oase of imports we have a oontinuous fall down to 1879, with theexcep· 
tion of a temporary rise in 1877. In 1880 there is a oonsiderable rise, followed by 
a gradual, but not heavy fall down to 1883, after which year the fall again become. 
heavy. 

11. The same three periods can be traced in the average values of the imports 
and exports of the United Kingdom per head of population. 

The following are the figures :-

'" 
Impo .... Expo .... 

t 
Imporbl I E_ports 

- per Head of per Head of - per Head of per Hood of 
Popul.li .... Population. Popu1ati .... Populatioa. 

£ s. d. 4: 8. d. 4: 8. d. £ I. d. 
1873 · - 11 10 9 .7 18 7 1880 . - 11 17 7 6 810 
1874 - - 11 7 9, f 7 6 1881 · · 11 7 2 613 11 
1875 - - 11 7 9 6 16 1 1882 - · 11 14 0 6 16 10 
1876 · - 11 6 0 6 o 10 1883 · - 11 19 9 614 8 
)877 - - 11 14 11 5 18 6 1884 - - 10 16 11 6 9 7 
1878 - - 10 17 8 5 13 8 1885 · · 10 4 B 6 17 3 
1879 - - 1011 8 511 8 1886 - · 9 10 7 5111 9 

, 

12. In the oase of imports, there was a oontinqpus fall from 1873 to 1879, with the 
exception of the one year 1877. In 1880 there was a rise, whioh was maintained 
with some liuotuations up to It;83, when a rapid fall set in. 

In the oase of exports, there was a oontinuous fall down to 1879. After 1879, a 
rise set in, whioh was not altogether lost, even in 1884. After 1884 a rapid fall set in. 

13. The three periods can ~be traced; though inore indistinctly. in the returns of 
the amount produoed by each penny of the,income tax per head of population. 

The following are the figures :......; 

Year ending-· £ 
April 1, 1874 - 17'1 .. 1875 - - 17'6 

" 
1876 - 17'7 .-~ ... 

" 
1877 - - 17'2 First Period. 

•• 1878 - 17'3 

" 
1879 - - 17'1 .. 1880 - 16'9 
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Year ending- it 
April 1, 1881 - - 17'0 

• 17'2 .. 1882 -
" 

1883 - - 17'4 Second l'eriod. 

.. 1884 - 17'6 .. 1885 - - 17'5 .. 1886 u . 17'3 Third l'eriod. .. 1887 - 17'1 

It should be reoollected that certain ohanges were made whioh affeoted the returns 
for 1877, and of oourse the amount assessed rather follows than keeps pace with the 
aotual inoome. '.'" . 

14. It is instructive to compare the figures. in this paPer with the following facts 
regarding the fall in the gold price of silver. 

Between 1872 and 1879 the fall in the price of silver was from 601trd. per oz., 
to 611d. per oz., being 1·29d. per oz. yearly, or 2'1 per cent. yearly, spreading 
the percentage of fall uniformly over the seven years. 

Between 1879 and 1884 the' fall in the price of silver was from 51ld. per oz., 
to 50id. per oz., being only . 12d. per oz. yearly, or . 23 per cent. yearly. 

From 1884 to 1887 the fall in the prioe of silver was from 5~d. per oz., to 441d. 
per oz., being 2d. per oz. yearly, or 3' 9 per cent. yearly. 

Not merely, then, is there a oertain amount of agreement betWeen the yearly 
fluctuations of gold prioes of commodities, and the gold prioe of silver, but there is a 
very.elose agreement in the three well-marked periods into whioh the years since 1873 
naturally fall. -

IS. It would appear that since 1873 there has been some law olosely oonneoting 
the fall in gold prioes with the fall in the gold price of silver, though its working 
is obsoured by other influenoes. 

But changes in the relative value of gold and silver may at one time be accom· 
panied by changes in the level of gold prioes, silver prices remaining comparatively 
unchan~ed. and at another time by changes. in the level of silver prices, gold prices 
remainmg more nearly the same. 

Within the last two years, average gold prices have ceased to fall, and may even have 
risen slightly, but silver has oontinued to fall. though the rate of fall in 1887 and 
1888 is less than in 1!l85 and 1886. and there has been recently a cessation of fall 
and even a oertain amount of rise. i,-.a , 

Note by Mr. Samuel Montagu, M.P. 
While agreeing with Part m. of the Report, I oonsider it necessary to indicate what. 

in my opinion, would be the most desirable ratio to fix. and maintain by an Inter· 
national Convention. I fear that the divergence of gold and silver has extended so far 
that the reversion to the old ratio of 15t to 1 could not take place without certain 
disadvantages. I prefer, therefore. that a ratio of 20 to 1 should be the one selected at 
an International Conference. . 

If that oourse were adopted the large export trllde from India would remain un
affeoted. and inoonsequence 'we sboflld continue to import l'aw materials from India 
and China at moderate prices. On the other hand, the Indian Government could 
oalculate on a stable price for silver of about 48. per oz., and a steady exchange
of about h. 6.d. per rupee, thus avoiding all the dangers whioh a further fall of 
silver would produce. The probable effects of the establi9hment of a ratio of 20 to 1 
are indioated in a paper submitted to the Commission and printed in the Appendix. 

It is also neoessary to call attention to the faot that, owing to the depreciation of 
silver in gold. using oountries, illioit coinage in good silver has taken place. Fears are 
entertained that with a further fall in the gold prioe' of silver this evil is likely to 
extend, especially in this country. our coinage being issued at 58. 6d. per ounce, or at II 
premium of over 50 per cent. above the present market price of silver. It is therefore 
argued that unless a bimetallic oonvention be effected, our coinage should be increased 
in weight at an expenditure of several millions sterling. 

(Signed) 
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ORDER OF REFERENCK 

THRIFT AND CREDIT BANKB BILL. 

Die Mm·tis, 26° Aprilis 1910. 

Order of the Day for the Second Reading read: Moved, That the Bill be now read a second 
time: After short debate; agreed. to: Bill read a second time accordingly, and referred to a Select 
Committee. . . 

Die J~is, 9° Junii 1910. 

The following Lords were named of the Select Committee: Earl of Shaftesbury, Earl of 
Cromer, Lord Herschell, Lord Welby. Lord N orthcote, Lord MacDonnell, Lord'Merse)'. 

The Committee to meet on Monday next at Eleven o'clock and to appomt their own 
Chairman. 

Die LUIU1! 13° Junii 1910. 

The evidence taken before the Select Committee from time to time to be printed, but no 
copies' to be delivered out except to Members of the Committee, and such other persons as the 
Committee shall think fit until further order. 

Die Lunm 11" Julii 1910. 

Report from the Select Committee (with Proceedings of the Committee) made. and to be 
printed. Minutes of Evidence to »e delivered out. 

ORDER OF REFERENCE 

REPORT - !' 

LORDS PRESENT AND l'ROCEEDINGS OF COMMITTEE -

LIST OF WITNESSES 

MINUTES OF EVIDENCE 

- p. ii. 

p.iii 

p. v. 

p. viii. 

p.l. 



[ iii J 

REP 0 R T. 

By the SELECT COMMITTEE appointed to consider the THRIFl' AND CREDIT llANKS 
-BILL. [H.L.] 

ORDERED TO REPORT;-

That the COMMITTEE have met and eonsidered the said Bill. 
1. After hearing a considerable body of evidence the Committee have come to 

the conclusion that the object of the Bill is good, and that it is desirable to amend 
the present law so as to facilitate the creation of Thrift and Credit Banks, and to 
make pr(lvision for their development. 

2. A large number (some hundreds) of such Banks already exist. They serve as 
loan societies and as saving banks, and are of great use to small farmers and others 
in their vicinity. 

3. These Banks have for the most part been registered as "specially authorised " 
l:iocieties under Sub-section 5 of Section 8 of the Friendly Societies Act, 1896. 
This Act fixes no 1imitation on the liability of the members, so that every member by 
joining becomes personally responsible in the event of liquidation for all the debts and 
obligations of the Society to which he belongs. In the opinion of the Committee this 
ualimit.ed liability is a wholesome condition. It creates confidence among intending 
depositors, secures careful discrimination on the part of the managing members in 
the lending out of the Banks' moneys to borrowers, and also some assurance that the 
money will be used for the purpose for which it is borrowed. 

4. The business, however, of the Banks so registered is, by the Statute as at present 
administered, confined to what may be called mere banking-that is to say, to the 
collecting and lending out of money; and it is felt that if power were given to the 
Societies to add to this business the business of co-operative trading, the members 
would derive much greater advantages from the Societies than they can do at present 
The Committee take this view. 

. 5. But, while expre.'!Sing this view, the Committee desire to point out that Thrift 
and Credit Banks may, if they ,choose, elect to register themseivl's under the Industrial 
and Provident Societies Acts, 1893 and 1890, instead of under the Friendly Societies 
Act, 1896, and that by doing so they acquire the right of carrying on both a banking 
and a co-operative trading business. Such a registration, however, by the terms of the 
~tatllte has the effect of limiting the liability 9f the members, and in this respect it is 
not so advantageous as rets!ktion under the Friendly Societies Act. 

The members of a registered under the Friendly Societies Act may also, 
if they choose, form themselves into a separate Society, (as in fact some of them have 
done,) and register the same under the Industrial and Provident Societies Acts. They so 
secure power as one Society to carry on banking with unlimited liability, and as another 
Society to carryon banking and co-operative trading with limited liability. This plan 
has, however, been found cumbrous and difficult to work satisfactorily. 

6. In these circumstances the Committee aJ.'e of opinion that the law may advan
tageously be anlended. It can be amended either by grafting co-operative trading 
powers on Societies registered as " specially authorised" l:iocieties under the Friendly 
Societies Act, or by grafting unlimited liability on Societies registered under the 
Industrial and Provident Societies Acts. After consideration, the Committee think 
that the former would be the better plan. 

7. The Committee therefore recommend that the Banks already registered under 
the Jo"riendly Societies Act, and Banks which may be registered thereunder in the future, 
should be empowered to carry on jointly with their banking business a co-operative 
trading business. 

The trading of each Bank should be confined to its own members, and the 
ncoollnts should be kept distinct ft;Om the accounts of its banking business. 

CU.) a 2 
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8. The Committee further recommend that the al'('a of each Bank's operationM 
should be limited geographically or otherwise, so as to enable each member of the 
Bank to acquire a personal acquaintance with the character and requirements of the 
members. . 

9. They a.!s3" recommend that the. certificate of regil;tration should be made 
p.quivalent to incorporation (as under the Industlial and Provident Societies Act, 1893). 
so as to enable the Banks to sue and to be sued and to hold property in their registerell 
name& . 

10. Power should be given to enable groups of Thrift and Credit Banks to 
combine for the purpose of forming a Centra.! Bank. The number of Banks combining 
for this purpose should not be less than seven. They should each be entitled to hold 
one or more shares in the Central Bank, and should be entitled to dcpotlit in it their 
, surplus fundi:!. The Central Bank should be registered under the Companies Acts, 
1!:l62 to 1890, with limited liability. Its object shou)d be to receive deposits and to 
distribute the money by way of loan among the combining Thrift and Credit Banks 
according to their requirements, and generally to assist the working and development of 
the said Banks. . 

11. Thrift and Credit Banks should be empowered to deposit their surplus funds 
in a local Joint Stock Bank if they so desire. • . 

12. The Committee are of opinion that meltns should be adopted to secure a strict 
observance of the requirements of the Act of Parliament with reference to the audit 
of the accounts of Thrift and Credit Banks. " 

13. The Committee, after consideration of the whole subject, have formed II. 

clear opinion that Thrift and Credit Banks constituted on the foregoing lines will be 
of great service to the classes whose wants they are intended to llleet, and they there
fore suggest that the matter should receive the favourable attention of the Legislature. 

14. The Committee finally recommend that a new Bill should be introduced 
incorporating- alterations in the law in accordance with the foregoing suggestions. 
They do not therefore think it desirable to proceed with the present Bill. 

The Committee have directed the Minutes of Proceedings to be laid before your 
Lordships. 

11th July, 1910. 
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LORDS PRESENT, AND MINUTES OF PROCEEDINGS AT EACH 
SITTING OF THE COMMITTEE. 

Die LUnaJ, 13° Junii 1910. 

Earl of Shaftesbury. 
Earl of Cromer. 
Lord J:lerschell. 

LORDS PRESENT: 

Lord Welby. 
Lord Northcote. 
Lord Mersey. 

The LORD MERSF:Y in the Chair. 

The Order of reference is read. 

It is moved, that the Lord Mersey do take the Chair. 

The same is agreed to. 
The course of Proceedings is considered. 

It is moved, that the Committee be an open one. 

The same is agreed to. 

The following Witness is called in,:arid examined, viz., H6'M"!I W. Wolff. (See Minutes of 
Evidenca) . 

Ordered, That the Committee be adjourned ~o Wednesday next, at ~leven o'clock. 

Die J017is, 150 Junii 1910 . • 

Earl of Sh&ftesbury. 
Earl of Cromer. 
Lord Herschell 
Lord Welby. 

LORDS PRESENT: 

Lord Northcota 
Lord MacDonnell 
Lord Mersey. 

The LoRD MERSEY in the Chair. 

The Order of Adjournment is read. 

The Proceedings of Monday last are read. 

The following Witnesses are called in, and examined, viz., Gwrge R'U88ell, J. St'ua .. t Sim. 
(See Minutes of Evidence.) , 

OTdtTed, That the Committee be adjourned to Monday next, at Eleven o'clock. 

Die Lunce. 200 Junii 1910. 

Earl of Cromer. 
Lord HerschelL 
Lord Welby. 

LORDS PRESENT: 

Lord N orthcote. 
Lord MacDonnell 
Lord Mersey. 

The LoRD MERBn in the Chair. 

'fhe Ordor .f Adjournment is lead. 

The Proceedings of Thursday last are read. 
The following· Witnesses are called in, and. oxamined, viz., the Right Honourable T. W. 

RU88.U. the Right Honourable Sir H(WOOe PluMtt, LO.V.O. (See Minutes of Evidence.) 

Qrdertd, That the Committee be adjourned to W:jldnesday next, at IDeven o'clock. 
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Di8 /tln"Nlrii, 22'> Junii 1910. 

Earl of ~haf~bury. 
Earl of Cromer. 
Lord HerschelL 
Lord Welby. 

LORDS PRBSENT: 

Lord N orthcot.e. 
Lord MacDonnell 
Lord Mersey. 

The LORD ?rlBRSEY in the CLair 

The Order of Adjournment is ree.d. 

The Proceedings of Monday last are read. 

. The following Witnesses are called in, and examined, viz., George ~y Barlow. Sir Gwrgs 
Mwrray. K.C.V.O. 

¥r, Htmry W: Wolff and. the Right Honourable Sir H~ Plu.nkeU. K.C,V.O •• recalled and 
emmmoo.. (See Mmutes of EVidence.) 

Ordered, That .the Committee be adjourned to Monday, the 11th of July next, at Eleven o·clock. 

Die Lurta!, 110 Julii 1910. 

Earl of Shaftesbury. 
Earl of Cromer. 
Lord HerschelL 
Lord Welby. 

LORDS PRESBNT: 

Lord Northcote. 
Lord MacDonnulL 
Lord Mersey. 

The LORD MERSEY in the Chair. 

The Order of Adjournment is read. • 

The Proceedings of the 22nd of July last are read. 

The following :DRAFT REPORT is laid before the Committee:

"That the Committee have met and considered the said Bill 
1. After hearing a considerable body of evidence the Committee have come to the conclusion 

that the object of the Bill is good, and that it is desirable to amend the present law so as to facilitate 
the creation of Thrift and credit Banks, and to make provision for their development. 

2. A large number (somu hundreds) of such Banks alreadJ' exist. They serve 88 loan sociutiea 
and as savings banks, and are of great use to small farmers and others in tlieir vicinity. 

3. These Banks have for the most part been registered as • specially authorised" Societiea 
under Sub-section 5 of Section 8 of the Friendly Societies Act, 1896. This Act fixes no limitation 
on the liability of the members, so that every member by joining becomes personally responsible 
in the event of liquidation for all the debts and obli~tiona of the Society to which he belongs. 
In the opinion of- the Committee this unlimited liability is a wholesome condition. It creates 
confidence among intending depositors, secures careful diScrimination on the part of the managing· 
members in the fending out of the Banks' mone,Ys to borrowers, and also some assurance that the 
money will be used for the purpose for which it IS borrowed. 

4. The business. however, of the Banks so registered is, b'y the Statute as at present 
administered, confined to what may be called mere banking-that 18 to say. to the collecting and 
lending out of money; and it ia felt that if power were given to the Societies to add to this 
business the business of co-operative trading, the members would deri\"e much greater advantage. 
from the Societies than they can do at present. The Committee take this view. 

5. But, while expressing this view, the Committee desire to pOint out that Thrift and Credit 
Banks may, if they choose, elect to register themselves under the 1ndustrial and Provident Societies 
Acts, 1893 and 1895, instead of under the Friendly Societies Act, 1896, and that by doing 80 they 
ac'l.uire the right of carrying on both a baaking and a co-operative trading business. Such a 
regtstration, however, by the terms of the Statute has the efteot of limiting the liability of the 
members, and in this respect it is not so advantageous as registration under the Friendly Societies 
Act. . . 

. The members of a Bank registered under the Friendly Societies Act may also. jf they choose, 
form themseh-es into a separate Society, (as in fact some of thep1 have done,) and register tho .- . 
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same under the Industrial and Provident Societies Acts. "They 80 S8C1Ue power as olle Society to 
carry on hsnking with unlimited liability, and as another Society to carry on banking and co-opera
tive trading witli limited liability. This pIan has, however, been found cumbrous and difficUlt to 
work satisfactorily. 

. 6. In these circumstances the Committee are of opinion that the law may advantageously be 
amended. It can be amended either by grafting co-nperative trading powers on Societies registered 
88 .. !'J'OCially . authorised .. Societies under the -Friendly Societies Act, or hy· grafting unlimited 
liabibtyon Societies registered under the Industrial and Provident Societies Acts. After consider
ation, the Committee Urink that the former would be the better plan. 

'I. The Committee therefore recomml'h"d that the Banks already registered under the Friendly 
Societiee Act, and Banks which may be registered thereunder in the future, should be empowered 
to carry on jointly with their banldng busmess a co-operative trading business. 

The trading of each Bank should be confined to its own members, and the acCounts should be 
kept distinct frOm the accounts of its banking business. 

8. The Committee further recommend that the area of each Bank's operations· should be 
limited geographically or otherwise, 80 88 to enable each member of the Bank to acquire a personal 
acquaintance with the character and requirements of the members. 

9. Th~y also recommend that ~he certifica~ of regis~ra~ion should he made equivalent to 
incorporation (88 under the Industrial and ProVIdent SocIetIes Act, 1893), so 88 to enable the 
BankS to sue and to be sued and to hold property in their registered names. 

10. Power should be given to enable groups ·of Thrift and Credit Banks to combine for the 
purpose of forming a Central Bank. The numoer of Banks combining for this purpose should not 
be less than seven. They should each he entitled to hold one or more shares in the Central Bank, 
and should be entitled to deposit in it their surplus funds. The Central Bank should be registered 
under the Com~nies Acts, 1862 to 1890, with limited liability. Its object should be to receive 
deposits, and to distribute the money by way of loan amon~ the combining Thrift and Credit Banks 
acC()~ to their requirements, and generally to assist the working and development of the said 
Banks. 

11. Thrift and Credit Banks should be empowered to deposit their surplus funds in a local 
Joint Stock Bank if they 80 desire. . 

12. The Committee are of opinion that means should be adopted to secure a stricter observance 
of the re~uirements of the Act of Parliament with reference to the audit of the accounts of Thrift 
and Credit Banks. 

13. The Committee after consideration of the whole subject have 10rmed a clear opinion that 
Thrift and Credit Banks constituted on the foregoing lines will be of great service to the classes 
whose wants they are intended to meet, and they therefore suggest that the matter should receive 
the favourable attention ot the Legislature. 

14. The Committee finally recommend that a new Bill should be introduced incorpoh~E 
alterations in the law in accordance with the foregoing suggestions. They do not therefore t . 
it desirable to proceed with the present Bill. 

The Committee have directed the Minutes of Proceedings to be laid before your Lordships." 

The Draft Report ia read, and agTUd to, without Amendment. 

Of'tlerfd, That the Lord in the Chair do make the Report to the House. 
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Die L'I-:nce, 13° Junii, 1910. 

UlIlDS PRESENT : 

Earl of SHAPTESBUIlY. 
Earl of CROMEIl. 
Lord HEIlSCHELL. 

Lord WELBY. 
Lord N ORTHCOTE. 
Lord MEIlSEY. 

THE Lolln MERSEY IN THE CH.UR. 

Mil. H. W. WOLFF, is called in j and Examined as follows. 

Chairman. 
1. I think we should be glad to hear from 

you why you say these banks are required. 
Some of us have had the advantage of reading 
your book upon the subject, and I am one of 
them, so that we have a general idea of the 
advantages of these banks, but we want-I 
think I do at all events-to know why this Act 
is required. I see you call it " An Act to 
facilitate the formation of Thrift and Credit 
Banks." You are the author of this Bill, are 
you not P You are responsible for the drafting 
of this Bill very much l'-Yes, I am. 

2. I observe that you begin by describing it 
as .. an Act to facilitate the formation of Thrift 
and Credit Banks" P-Yes. 

3. Therefore, we may assume that there is 
already legislation providing for the creation 
of such banks, and that this Bill is intended 
merely to facilitate that legislation P-1:hat is 
so. 

4. I should like you to tell us in your own 
way what are the additional facilities which 
this Bill is designed to provide, and why they 

"are required P-I will tell you with pleasure. 
There are three points that we want that we 
cannot get under the present legislation. We 
have had to strain the Friendly Societies Act 
considerably. We have done so under the 
advice of Sir Edward Brabrook, who was at 
that time Chief Registrar. I was rather' in 
doubt under what Act to proceed when I first 
pleaded the cause of these banks in 1893. Sir 
Edward Brabrook was good enough to help me, 
and to suggest that, sinoe I had explained to 
him that for this one kind of banks (it does not 
apply to all banks)-that is to say, rural banks
we want unlimited liabilitv (with regard to' 
which m~mbers can limit "themselves, so that 
there is nothing danf!<lrou8 about itl-we should 
proceed under the Friendly Societies Act, ob
taining from the Treasury recognition of the 
societies as specially authorioed societie.. We 
have therefore got power to form unlimited 
liahility societie •• inee 1894. Then, in 1898 
Sir Ho"",. Plunkett's Bill, or Aot .... it is now
the Societips Borrowing Powers Act-really put 
tbe ••• 1 of legislation uJlon it. I do not think 
that ran be taken away from us now. But there 
are three tbings we want. Under the Friendly 
Socitlti •• Act we are not inr.orporat.d ancieti .. , 
80 we have to act through trust.e.. That is 

(0.7.) A 

Chai~man--continued. 

very cumbersome. We cannot sue or be sued. 
There h .... been no occasion for that yet, but it 
may arise; and trustees have to take cbarge of 
the money. It is ratber a cumbersome pro
ceeding. Now in 1875 Sir Stall'ord N ortheot., 
being then Chancellor of the Exchequer, 
brought in a Bill, an omnibus Bill, to review 
and consolidate the legislation on friendly 
societies, but it did not pass. But this one 
provision was particularly commended in the 
next year by Sir Edward Brabrook-that is, 
that friendly societies should have the power 
to become lDcorporated societies. Elsewhere 
they have got it under the Act No. 10, 1904, the 
Indian Act: they become incorporated societies 
ipw facto. 

5. You talk about Acts of Parliament as if 
I carried the whole series of Acts in my head j 
I never heard of this Aet?-Tbis Bill of Sir 
Stall'ord Northcote's did not pass because it was 
too cumbersome a thing; but the point, as I 
say, of allowing friendly societies to become 
incorporated societies was particularly ap
proved by Sir Edward Brabrook the next year 
lD a Paper which he read, and remarks he made 
before the Royal Statistical Society. We have 
had recent legislation on banks of the same 
sort. In 1904, while Lord Curoon was Viceroy 
in India, they passed an Act drawn by Sir 
Thomas Raleigh, authorising the formation of 
cO-0l!erative societies generally, and more 
particularly of credit banks of two kindl>-the 
kinds I call share banks and unlimited liability 
banks, one based upon shares and the other 
based upon unlimited liability. One is in
tended chiefly for industrial centres, and the 
other mainly for rural, or in fact only for rural 
districta. Under the Act which wao passed 
then in 1904 the incorporated societies registe,.... 
ing under this Act become incorporated 
societies ip .• o facto. One of my arguments io 
that if t.he Indians, the ragats, can be granted 
that power, certainly people in England. ought 
to be granted it. On Saturday I rece,ved a 
draft Bill from Cyprus j they are proceeding 
with I .. gislation upon the same point there, alld 
there they mak~ them incorporated societies 
;p.o (ado, provided that they are approved by 
the Chief Re(!istrar. 

6. What ,-s tbe particular advantage of in
corporation P-They can dispense with trusteetl. 
. 7. Is 
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C"airman--continued. 
7. Is that the only advantageP-Well, I b~ 

lieve so; I speak under reserve, but the' maID 
point is that they cau dispense with trustees; 
the committee takes charge of the money, and 
the society can sue and be sued, which they 
cannot now; they have to act through trustee •. 
That is one point. The next point is, that 
under the Friendly Societies Act we cannot 
form central banks; we want to form' central 
banks to give st.rength to the system. 

S. You want to form a central bankP-A 
central bank; we want to give the local 
societies power to unite for the formation of a 
central bank, in which to deposit their surplus 
money, and from which, In c1lse of need, 
to borrow money. As the Bank of England 
acta for the bankers in this conntry, so the 
central hank is to act for the loe ... l banks. They 
bave got them everywhere abroad, wherever 
they have these banks, and they find them a 
source of great strength-for instance when they 
'\Vant to form a new society where there is great 
poverty, but where they find that tIiere is suffi
cient security, L have been through all these, or 
most of these central banks, and they have ex
plained the mod". procedendi to me. If they 
find they have sufficient security they can ad
.vance the money. The difficult point with these 
,rural banks is the first finding of tbe money. 
Once they have got a central bank •. when there 
i. a new bank forming, if it provides sufficient 
oeeurity-without which, of course, it should 
not .nave any credit at all; but this is a security 
that the outside market doe. not understand 
and the central hank does not understand 
it-the central bank would advance the money. 

.9. Where does a central bank get its money 
from ?-They can form it wherever they please. 
. 10. Where does a central bank get its money 
from ?-It gets its money from the local banks; 
it i. in a very much better position to borrow. 
In India they form central societies. whioh are 
not quite correct in form, but they find very 
much greater facility in borrowing money. 
Then they get large deposits. The central 
bank of the German societies, which number 
more than 4.000, last month Iiad about four 
million sterling of deposita from the societies. 

11. Does your draft Bill provide for the for
mation of central banks?-Yes. 

12. Which is the section ?-Section 4 (1) and 
(2). I want to say something upon that point. 

13. I see that. but where is the provision for 
the formation of a central bank P-" A thrift 
and credit bank may, if the rules of the society 
so permit, borrow money from any County 
Council, and al80 borrow money from or keel! 
money on deposit with any central institution. ' 
That is, the central bank. 

14. But where is the provision for the forma
tion of it?-" Being a company registered 
under the Companies Acts, 1S62 to 1900, with 
limited liability, or a society registered under 
the Industrial and Provident Societies Act 
1~93, having for its object the creation of fund; 
to be lent out to thrift and credit banks and 
having a board of management elected ,,_' _ 

15. This section appears to me to pre-suppose 

C""irman-continued. 
an already existing central bankP-That waa 
not intended. 

16. Where is there any provision in this 
statute aa to 'he formation of such a bank~
I have read it to mean that they can form it. 

17. I do not think myself tbat there is any 
provision in this Bill for tbe formation of a 
central bank; a central bank is referred to as 
a thing which may be already in existenoe P
That could be remedied easily. 

IS. No doubt it could be amendedP-That 
is the draughtsman's fault. 

19. I' thought you were the draughtsman p
I am not the draughtsman; I have instructed 
the draughtsIllan. 

20. It might possibly be the fault of your 
instructions P-No, I was bound by the 
draugbtsman's knowledge of law; I am not a 
lawyer. I could only give him the points; so 
that that might easily be remedied. I would 
only say this, that the Chief Regi.trar haa 
tried to get over the difficulty by allowing cer
tain societies to invest any money of theirs
which i. not really money of tbeir', but deposit 
money of other peoples-in any societv re
gistered under the Industrial and Provident 
Societies Act. 

21. That is 80 P-I am told that is not good 
law. 

22. Who has told you that it i8 not good 
law P-I cannot tell you that; I am afraid I 
am not at liberty to say. but there were several 
counsel told me that. I will tell you why. 
The Friendly Societies Act gives power to any 
friendly society to invest with any societ .. 
registered under the Friendly Societies Act, 
but the In.dustrial and Provident Societies Act 
is a totally different thiDff. 

23. Have you seen tlus (handing " .mall 
pamphlet to the witne .. , cQ7Itaining t"e 1'1'1 •• 
of a credit .ociety)?-Yes, I have seen that. 

24. The members of the Committee ought to 
have this ?-To some extent I have revised that,. 
because it was bad. I look upon it a8 a very 
~eat danger to give friendly 80cieties, eveD' 
if it is legal, the power to invest in any indu8-
trial provident society. 

25. Will you tell me whyP-Because many 
of them are speculative societies, and one car
dinal rule in the management of these banks 
is never to take any risk-never to do any
thing which involves risk. The co-operative 
societies, societies formed under the Industrial 
and Provident Societies Act. very often go to 
pot. TheBe people are dealing with de~osit 
money. of which they ought to take speCIally 
good care; so I have hedged this in, and I have 
said, "to be lent out to thrift and credit 
banks, and having a 'uoard of management 
elected, wholly or in part, by the bank, or bv 
the Bank jointly with other similar banks "; 
so that they have a voice in the management. 
and the money will be under their control, 
which it will not be if a specially autborised 
societv tskes it awaT from an industrial and 
provident 80ciety, and pllts it in there. Then 
it will be under that society. control. We b'ave 
had Ints of co-op ..... tive eoeieties go lIDuh. The 
friendly society must not engage in any 

'.. • business 
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C hairman--continued. 
business or trade; the industrial provident 
society may. . 

26. Stopping for a moment t~ere, a sp"':la~ly 
authorised society under the }'nendly SOCIetIes 
Act ~.an carry on the business of bankingP-
That is straining the Act. .. .• 

21. Never mind whether It 18 str!,lDMg the 
Act or not· it is done, is it notP-1t IS done. 

28. And: therefore, so far as the fopmation of 
a bank goes, it can be formed under the 
}'riendly Societies Act?-Yes. 

29. J uet let me read a few of the provisions 
of tbis Act?-That is quite right. 

30. Banking cau also be carried on by a 
society formed under the Iudustrial Act P-So 
it caD. 

. 31. The main object of the Friendly 
Societies Act is to form societies to provide 
assistance to the members in times of sickness 
and at death, but the Act provides that, with 
the sanction of the Treasury, societies may be 
formed which are not friendlv societies, but 
which, n~verthel .... , come within the meaning 
of the Act, and the objects of which may he 
different from providing money in sickness and 
at death. There is a book published called 
the .. Guide Book of the Fnendly Soci~ties' 
R~gi.trv" (it is published by the Govern· 
ment), wbich tabulates in a convenient way all 
the different provisions of this Act, and I am 
r~ading from this book at page 113. This book 
• tate. the effect of the Act in this way: 
.. Specially authorised societies are registered 
for any purpose which the Treasury may 
authorise as a purpose to which the powers and 
larilitie. of the Friendlv Societies Act ought 
to be extended. The peculiar characteristic of 
the class is that the Treasury may limit the 
application of the Act· as respects specially 
authoris~d societies, to such of its provisions as 
may he .pecified in the special authority. 
Apart from such limitations, specially 
authorised oocieties are subject to all the pro
visions of the Friendly SOCIeties Act." Then 
it goes on to state: .. Special authorities, open 
to all societies which may avail themselves of 
them, )lave been granted for the following pur
poses"; and there are a number of purposes 
mentioned. The first io: .. To create funds by 
monthly or other subscriptions, to be lent out 
to or invested for the members of a society, or 
for th~ir benefit, pursuant to the Friendly 
Sorieti .. Act, 1896." It is very like the pro
visions of tbis Bill P-Those are Sir Edward 
Brabrook's words, and they are taken from the 
rules he sanctioned in 1894, because this was 
written afterwards. 

32. I think that is right. The provision I 
have just read was made bv the Treasury in 
April, 1903. In March, 1811, the Treasury 
authorioed the creation of the specially 
autborioed iocieties, .. to promote thrift among 
the labouring classes, by affording them the 
opportunit:r of d~positing their savings and 
receiving interest '.n the same"; and th~n on 
the 1st June, 1882, they authorised .. the 
reoeipt of the funds of friendly societies and 
branches, and the investment of the same for 
their benefit; but the important thing is the 
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C hairman--continued. 
one of 1903, which you say was Sir Edward 
Brabrook'sP-Yes. 

33. Societies .. to create funds by monthly 
or other subscriptions to be lent out to or in
vested for the member. of a society." Then: 
.. The special authority which has been most 
largely used hitherto has been the first-named 
in the list." That io the authority for the 
creation of banksP-Yes. 

34. "Under it a large number of loan 
societies have been registered in England and 
Ireland." Then the rules of such' societies 
provide that the loans to anyone man shall 
never exceed £00; and I think they also pro
vide that no member .hall deposit in the bank 
more than £200 P-I am not quite sure about 
that, but I helieve it is so--that i. so in the 
co-operative Acts. 

35. And then there are other provioions of 
that kind. Now that io what can he done 
under the Friendlv Societies Act; but there is 
more than that. Here is the form of rules of 
such a bank which has he~n alreadv formed, 
and it provides, I see, "Tbe object of the 
society shall he to create funds by monthly or 
other contrihutions to be lent out to or invested 
for its members, and for their benefit pursuant 
to the Friendly Societies Act, 1896, and to the 
special authority of the 23 .. 1 April, 1903"; 
that is the one I have just read ?-Those are 
taken from my original rul .... ; those are Sir 
Edward Brabrook's words . 

36. You know tbeseP-Yes, I know these; I 
am a member of the committee. 

37. Then the rules provide the following 
powers :-" The society may receive depo.ilS 
or borrow money at interest from persons oth"r 
than members subject to the provisions of the 
Societies' Borrowing Powers Act, 1898 P-That 
is 80. 

38. Which I do not think we need trouble 
with at present?-W e had not power before. 

~9. No, but you have nowP-Yes, we have 
now. 

40, Now that Act, the Societies' Borrowing 
Pow~rs Act, 1898, provides that no part of the 
funds shall be divided hy way of bonus or 
dividend ?-Y es. 

41. They provide also that all money lent to 
members shall be applied to such purposes as 
the society may approve?-That is so. 

42. These are the provisions in your BilI?
Yes. 

43. Then they provide that all moneys pay
able hy a memher to the society shall be 
deemed to be a delit due from such member, 
and shall be recoverable as such in the County 
Court?-Yes. . 

44. Your Bill provides that?-I am n.ot qUIte 
sure but evervone is at one on that powt. 

45'. .. All sums of money payable by .a 
member or a past member to a thrift and credIt 
bank shall be deemed to be a debt due from the 
member to the society, and shall be recoverable 
as such in the County Court .. ?-Y es. 

46. Then these pro ftwmd rules provide tliat 
""ery member shall be jointly and ~everallv 
liable for all d~bts incurred by the socIety, and 
for any loan which a member or his sureti"" 
may fail to payP-Y .... 

47. No." 
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134 ROYAL COMMISSION ON GOLD AND SILVER: 

13. The fall in. the relative value of silver has most injuriously IIffected the 
financial position of the Government of India. Taking the average price of silver at 
6~d. per standard ounce in former times, and its present price at 42d. per ounce, the 
increase in the number of rupees required to meet a fixed gold obligation is very 
nearly 45 per cent. In other wcrds, a fixed charge which could formerly have been 
met by the expenditure of 1,000,000 of rupees, now requires t.he expenditure of no 
less than 1,450,000 rupees. . 

This change not merely imposes a burden on the Indian finances at the present 
time, but the uncertainty as regards the future exercises' a paralysing influence. If no 
remedy can be devised, the only safe course will be for the Indian Government to 
avoid as far as possible contracting any new obligations payable in gold, and 
for India to depend more and more upon her own resources of all kinds and those 
of otber silver-using countries, and even this policy may, in the case of the 
occurrence of events which are not beyond the range of probability, fail to avert 
political and economic dangers of a very serious character. 

14. Nor can Great, Britain divest herself of her responsibility in this matter by 
allowing the Indian Government to act as it may think best. The Government 
of India is only another name for the agency whereb_he administration of the 
Indian Empire is carried on py .this country; the gold "'6'i)ligations which now con
stitute the difficulty of the Indian Government were incurred with the knowledge 
and approval of the English Government, and are very largely due to the connexion 
between the two countries; the original impulse towards the monometallic gold 
standard, from which have sprung the existing currency difficulties, was given by 
England in 1816; it, was strengthened hy her suggestion, in connexion with the 
International Monetary Conference of 1867, that France should adopt the single gold 
standard; and the interests of England and India are now so intimately connected 
that they cannot be separated in a question of this kind. 

If Great Britain cannot, with reference to her own position and interests, take such 
steps as will relieve India from the existing currency difficulties, justice requires that 
in deciding on any measure which India may be in a position to adopt in counexion 
with the settlement of the question the interests of India alone should be considered, 
but this course will neither relieve Great Britain from her responsibility in the 
matter, nor protect her from the consequences, direct and indirect, of further currency 
changes, or of changes in policy on the part of the Indian Government rendered 
necessary by existing financial difficulties. 

Effect of the Alteration in the Relative Value of Gold and Silver on Prices measured 
in Gold. 

n='tl::l" 15. Gold and silver having altered in relative value, it follows that there must be a 
o~... corresponding alteration in the actual gold and silver prices of artioles interchanged 
=~:\:1' betw:een ~ountries using these metals as standards of. valu.e, subject of course t? such 
re'f.l"ti'de,.ifue JUodificatIOns as may have been caused by alteratIOns In the cost of transport of 
,!" so: 1m;:' different commodities between the two groups of countries. ' 
liate and exact .. . 
'llriatio~ need .so much IS beyond questIOn, but theory does not reqUlre US to believe that 
'r::'!"'gt&ke there is necessarily an immediate and corresponding alteration in the prices of articles 
: .. e of :w~s not so interchanged, or in wages paid in gold and silver countries, and as IJxperience 
~c;!,":.: of does not show, that any such change takes place at once, and to the full extent, it 
'Dlering into should not be assumed that this is the case. 
~ti:':f~e The question, so far as concerns countries using the gold standard, which we must 
)~WeeD gOld- now attempt to decide, is, this :-
:;f.J:,t:~ . How far hav~ the alter~tions in the rel~tive val~e of. gold and silver been attended 
,onntries, WIth a change III gold pnces aI\d wages III the directIOn of a fall! Would any of 

this fall have been prevented if no currency changes had been made, and would such 
prevention have been a gain or the reverse 1 

rhe fall in. 16. The prices to which we should look In the first instance in de!\ling with this 
t~e fldpnce problem are those of the "articles which are interchanged between the gold and 
~.:~:~ silver countries, and they are \ practically all the main articles of international trade. 
accompanied It is in the prices of these articles that the full effect of the alteration in the relative 
with a fall in value of gold and silver must" uisclose itself at once, and it is through them that a 
th~ gold d connexion is established between llpe scales of wages, and of prices of articles locally 
~~":iJ:na produced and consulI)ed, indifferertt cOllntries. 

\ 
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As to the course of gold and silver prices of these articles in recent years there rise in the 
is no room for doubt. The alteration in prices corresponding with the altered value silver.pri .... 
of gold and silver has affected gold prices. and not silver prices; the latter prices ~8r:~e8 of 
appear to have fallen rather than risen. The facts are so obvious and have been so Datiou.{
fully set forth as to make jt unnecessary to repeat the statistics which prove them.trade. 

17. As regardS articles of minor importance, locally produced and consumed, and 
which do not to any oonsiderable extent enter into the international trade of the world, 
our information is much less complete. ' 

,On the whole there would appear to be a tendenoy to a faUin such prices in this 
country. There is very little evidence as to the prices of similar a. rtieles in countries 
using the silver standard, but such evidence as is forthcoming does not show any 
marked tendency towards a rise in prices. . ' 

18. Statistics of wages are difficult to collect and combine, and those which exist Decided 
are very defective. In this country there is distinct evidence of a fall in wages, but tend,ency to & 

the fall has not affected all industries in the same proportion, It has been said that :;.~: -
in some countries using the gold standard theI1l has been no fall in wages, but, 'so DO ~ 

'far as the evidenoe before the Commission goes, there is no proof either on one marked 
side or the other. InIndis, which may be taken as the best example of a silver-using tend~oy, 
country, there would appear to be a decided tendency·towards a rise in the wages of ~l:e~:'':'' 
some kinds of skilled labour, but not much change in the wages of unskilled labour, 
and the increase in railways and mills in that country would naturally be a.ttended 
with an increased demand for skilled la.bour. 

Alleged 0_ of the GlmH/'al Pall in Gold Prices and of the DWerg8f1C6 in the &latifJe 
, Value oj Gold and Sibvllr. , 

19. I have stated briefly the facts (very imperfect), so far as information is ava.iI
able, regarding the course of wages and prices as measured' in gold and silver 
respectively in recent years, and it will now be convenient to notice some of the 
explanations that have been given of the influences which ha.ve caused gold prices 
to fall and gold and silver to diverge in relative value, and to consider how far these 
explanations are consistent with ascertained facts. 

, 20. Before doing so I wish to call attention to certain very common errors and 
prepossessions whiCh are liable to inlluence, unconsciously, the reasoning of those 
who deal with questions connected with the currency, 

It should be borne in mind in the' first place that there never was, and never can be, A. bed and 
such a thing as a fixed and invariable standard of value which will measure any ln~~ f 
quantity of wealth in the same way and with the same aocuracy as the yard measure !a\U8 an :'tn. 
will measure length; and in the next place that the pound sterling is a certain weight pooaibility. 
of a metal called gold, and that gold is a commodity, and liable to vary in value , 
lICOortling to the law of supply and demand, like all other commodities. ' 

It should also be recollected that every one using any commodity as the standard of ~ 
value treats it in practice as absolutely fixed in value, and measures all variations ili:D':~t 

, in the rela.tive value of other commodities by means of it, aud that consequently the of the 8tOll; 
iml'ression gradlially grows up that the standard of value is in reality as invariable dard w!>ich 
as It seems. to be, That no standard of value is, in this sense, inv~l'le, is easily seen b 'rb',n f' 
by contrasting the fluctnations in the relativ.e ~ue of anr two~le8 used inde- ~;"g~ .t 0_ 

~dently as s~dards of value., The al~ati,on In the relative V~D. poUnd ,the gold and .'. Ill..-u-
SlIver standards 1D recent years IS a case In pOInt. ' of the DD-

, f E lishm· th ole Indian s. ,d in 1885 aollDdnelo ' 
21. A JlllY 0 ng en, drawn irom e ranks of mCl, d 'th if P,l: ofthe ..... -

business, would almost irresistibly be led to the conclu~aref sil Wl t. 1 'yeathird~ 18
1
58 mont that 

.. rf 1 'hI' 1" d h 'I h dover was one- ess the !ncre .... pe ect y sta e In VII ue In recent years, an t at SI ver a In t' th E rsh til da d Iy of 
wonl~ be able fA? give plausibl~ reasons for. holding that op!)" ac:u~e cea:ad f~rl a Jm:. a:d :U~ to 

A Jury of Chinamen, or natives of India, would have ~y f the E !ish figures of th India he 
other direction, .and would have just as little hesitation in~ti'o 0 btl ng ot think 't e depreciued 
4I.o.ll;_ft 'thin th· dail '" ' __ 1 = n, u do n. 1 oan the otaDcIard 
A'"'"""6 ,Wl elr :y expenenceas practi.,... Ill' to En 1 dhas . teriall fall of dIU 
reD;llliiled ltoady in value, and that the change was in F', g an rna.. y en C01DItry 117 
anydilBculty in asssrting equally'plausible re\\80ns fo ' ' , 26 per_t. 
" -It is this prepossession wliich leads so many men1supply of, the precious metals, show Thirdthecwr, 
matters to hold opinions which involve the assumpjl gold have been of greater magnitude dIU the ~ 

, for, gold have really ·no'effect on the valne of th~fer.an a.ttempt 11IIs been made t~ show :;:::t .. 
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Chairma~ontinued. 

47 Now that is nnlimited liability P-Yes i 
really it is joint liahilitr up to a c!rt~in .point. 

48. There is no limltP-Yea, It. I~ In the 
rules. In the first place, the Act lImIte every 
loan to £50;' you cannot go ~eyond t~at: . 

49. But it does not limIt the. lIabIlIty of 
members to make good any defiClencyP-No; 
that is so. . . 

50. Therefore, it is unlimited liabIlIty P
Yes. 

51. And, therefore, one of the objecte you 
have in this Bill is open by law at present to 
anybody forming _a bank under the Friendly 
Societies AcH-We have got that. 

52. I do not know why you want it again?
We do not want unlimited liability over again; 
we waut to form the central banks with limited 
liability; it would be most dangerous to have a 
central bank with unlimited liability. That is 
why we want to go under the other Acts. 

53. There is no provision in this Bill for the 
formation of a central bank at all?-We have 
dealt with that; we must amend that. 

54. Then it provides that" no capital shall 
be raised by borrowing without the authority 
of a general .meeting of the members." A;nd 
then it provIdes that .. the general meetmg 
shall elllct three trustees .. ?-Quite so. 

55. You do not like that; you want incor
poration ?-I should like that. 

56. I do not quite know why?-There is one 
point you spoke about with regard to limited 
and unlimited; I do not know whether it i. 
there; I think it is. Certainly it ought to he 
in every good set of rules that the members are 
every year at the annual. meeting I:? fix the 
maximum amount to whICh the socIety may 
lend to any particular member and the mem-
bers altogether. . 

57. These rules already fix the maXImum; 
you cannot lend more than £50?-No; it is 
the Act which does that. 

58. And these rules do it also ?-Quite so; 
the rules simply recite that, but the rules 
ought to include a clause which says that 
members are every year to fix th~ maximum 
amount to which the committee can go in lend
ing to anyone member, and in lending alto
!l:ether, so that they shall not go beyond £50; 
It may go to £15 or £20. 

59. 'l'hat may be, but we are no,,: on the 
question of trustees. The general meetIng shall 
elect three trustees; these trustees shall be 
entitled to invest money belonging to the 
societv in different ways-for instance, in the 
Post Office Savings Bank, in the Public Funds, 
in the Securities of India, and so on-and then 
in the securities of any society regist .. red under 
the Industrial and Provident Societies Act, 
1893 ?-That is bad; that is the very point I 
have raised objection to. 

60. You object to it " having for ite object 
the creation of funds to be lent out to thrift and 
credit banks, and having a board of manage
ment elected wholly or in part" bl' the 
societv. Then," Loans when approved bl' the 
committee shall be granted to members. Loans 
e;ranted for a period exceedinll' one year shall 
be made repayable by regular instalments, no? 
,;l,all any loan he granted to a member which 

Clutirmaft-COntinued. 
.ball make the total sum owing from him ex. 
ceed £50. The society may r..ceive deposits 
from member. and. person. who Bre not 
members" P-That is 80. 

61. That you wi.h too P-That i. permitted 
in the Societies' Provident Horrowing Powers 
Act. 

62 ... Which .hall be withdrawn on such notice 
aa may be agreed upon," and then" no profit, 
bonus or dividend shall be divided." That 1 
think il the lubstance of the Act ¥-I do not 
approve of those rules; they vary from my 
original rules, but they ha"e been adapted; 
several points in them L distinctly disapprove of, 
and that i. one of them, that you can lOvelt in 
ouch societies; beca""e an industrial and provi. 
dent society is a trading .oeietl' which run. ven
ture.. The other day ~he Co-operative Bank in 
Edinburgh lost £1'>00 of its reserve which it lent 
to a farming society: The farming society came 
to grief. You cannot deal with borrowed 'money 
in that way, and it is very imprudent if you deal 
with your own money in that wav. Weare 
dealing with other people'. money, becauoe one 
of Our cardinal rules i., that we form our little 
banks without shares, only with unlimited Ii ... 
bilih·. We may have small share., but they 
ought to be very small in order not to exclude 
the poorest. We form them witliout share •. 

63. Then I am afraid I have not grasped your 
scheme; the banks you call thrift and credit 
,banks a1'8 to have unlimited liability?-I do nol 
know how to put it: the societies are generally 
known as rural credit societies. 

64. They are to have unlimited liabilityP
Yes. 

Earl of Cram.,. 
65. The central bank i. not to have itP-The 

central bank is to have strictly limited liability. 

C/oairman. 
66. Do let me foll(JW it; the fhrift and credit 

bank. that your Bill is to authorise are to be 
unlimited ?-I beg your pardon, but this Hill 
does not authorise those banks; it only give. 
the hank. whICh a1'8 already existing, or wnich 
have already the power to exist, additional 
powers. 

67. Do the banks which already exist, exist 
under these rules (pointing to a pamphlttP-, 
There are a very few of those-only about a 
dozen. 

68. Under what rules do the Irish bank. 
existP-Under the Irish Act-the Iri,h rules, 
I mean. 

69. Then this i. another Act of Parliament I 
have to hear about. What i. the Irish Act P
Not the Irish Act; I corrected myself-the Irish 
Rules; it is the same Act. The rules are very 
similar to my rules. 

70. Have you got a copy of the rule.?-I 
have not brought any here. 

7!. ()an we get a copy of the rules ?-Cer
tainly. 

F .... rI of S/oafte.1n..ry. 
72. If I understand it, these .ocieties are 

created under the Friendly Societies Act, and 
they make their ~wn rules; they are forwarded 

to 
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Earl of Shajte.bvry-continued. 
to tbe Registrar and approved, 80 that they do 
not form them under those rules but under their 
-own rulesP-These rules have been adopted by 
the Agricultural Organisation Society. In 
.November, 1893, we started the Agricultural 
Banking Association, of which 1 was an original 
member. Then we fen out over several points 
in 1894; then Mr. Yerburgh formed several 
-other societies, co-orrative banking associa
tions, and so on, ao then they were amalg .... 
mated with the Agricultural Organisation 
.Society, of which 1 am an original member of 
the committee, and 1 am still a member of the 
.committee, but I have not joined the banks sub
.committee because I disapprove of certain 
point.. in their rules. I say they do not quite 
understand the thing; they have not grasped the 
idea; they have grasped the p'oint of bhe mo!'ey 
but not the point of the secunty, so I dls.oclate 
myself from the major portion of that. How
ever, for the sake of pt'ace, I was asked to con
.. ider the rules together with Captain Sutton 
Nelthotpe, who takes a keen intere.t in tbe 
formation of these banks-but they have only 
got about a dozen. T.ben 1 struck out the most 
..,bjectionable clauses, but there is still " good 
deal in them which I do not "pprove of. I 
issued the rules in 1894 which were used by the 
Irish societies; there are nearly 300 'Irish 
... ocieties now, aod they bave aLtered them a 
little for local I.'urpos~s: .but I am a!togeth.er .at 
.,ne with the Irish socletles. The Irish sOClehes 
are not perfect, but they are proceeding on the 
rigbt prlUciple, and are doing very good work. 

Chairman. 
13. Do you know tbis book (.holDing the 

-witne .. a pamphlet dealing with co-opeTati.,e 
.,Tedit banks) P-Yes, that is my own. 

74. I have been reading this book; these are 
rule. which you have drafted yourself P-Y .. , 
these are rilles which I have recently re
drafted. I issued the first in 1894. 

76. Is there anything in these rules which 
would not be sanctioned by the Treasury P
No; on the contrary. 1 submitted them to the 
Ch ief Registrar before I had them published. 

76. And banks can be formed, therefore, at 
present with these rules which you yourself 
have drafted P-Yes. 

77. Let us see what they are: "Rules of 
the Co-operative People's Bank, Limited" P
~'hat is the other one. There are two kinds of 
l,aoks formed. We form one kind under the 
Industrial and Provident Societies A.ct with 
limited liabilitv, and the other under the 
l"ripndly Societies Act, with unlimited lia-
bility. -

78. There are first of all the co-operative 
ppo"l.'s banks, and there are the village banks P 
-Y ... 

79. Let us take the cooOperative J?eople's 
l'anks P-Th.y are under the Industrial and 
-Provid .. nt Sooieti .. Act, and our Bill does not 
concern thelD. They have got all that they 
want. 

80. Wby does it not conoern them p_ 
13eeau •• they are formed with limited liability 

81. Then it is "t all events clear that yo~ 

Chairman-continued. 
want to have unlimited liability P-Cert.sinly, 
for the village banks. 

82. For the banks authorised under this 
Bi11P~Ye •. 

83. But you want to have limited liability 
in connection with what you call the central 
bank P-Certainly. 

84. This Bill, you know, does not say any
thing about how the central bank is to be 
formed; I know nothing about itP--So you 
have told me, and I have aubmitted to ;rour 
ruling. That ia the draughtsman's oversight, 
and of course I was bound to accept the 
draughtsman's law. 1 could only give him the 
points I wanted, and in that case evidently he 
has omitted to state that such a bank may be 
formed. 

85. To provide that it ahall be formed, and 
to give power to form it ?-To provide that it 
can be formed. 

86. I do not understand myself why the bank 
you want, aubject to the question about lia
bility, cannot be formed under the Industrial 
and Provident Societies Act ?-Because they 
want unlimited liability . 

87. Is that the only reasonP-That i. the 
only reason. 1 have discussed it several times 
with Sir Edward Brabrook, and he thought 
there was no difficulty whatever from the 
draugbtsman'a point of view (although I do not 
think Parliament would agree to it) in altering 
the Industrial and Provident Societies Act to 
the effect of /l:iving Dower to certain aocieties to 
be formed wlth unlimited liability, just aSloU 
form societies limited by shares and limite by 
guarantee. I thought in the same way that 
you could form these societies, and he said: 
" Certainly you could, but I do not think that 
would pass Parliament." 

88. Why notP-Because there is a great 
objection, and a very justifiable objection, to 
unlimited liability. Where unlimited liability 
i. not particularly safeguarded, it i. decidedly 
dangerous, but that does not 811Ply to very 
small districts, such as we provide for. Our 
ideal district is the parish where· everyone 
knows his neighbour, but under other circum
stances I consider that unlimited liability is 
full of danger, and that is whv 1 do not want 
the central bank to have unlimited liability. 
They have tried them abroad, and they hve 
proved to be a mistake. 

Earl of CTomer. 
89. Do you lay down specifically anywhere 

that the area is to be a parish P-l say that the 
parish is the ideal, but we are quite ready to 
submit that to the discretion of the Chief 
Registrar. In some inatances we oannot limit 
it strictly to a parish; _ may have to take in 
outliers from other parishes whom we can easily 
take in; there might even be two 81Ilallparisbes 
included, but it ought to be a .mall district. 

Lord Welby. 
90. You say here it i. to " earry on business 

only within such area as may be specified in the 
rules "P-Y ... 

91. Therefore 
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Loro Wdby~ntinu~ 
91. Therefore, the rulea might restrict or 

extend the area, quite apart from the parish P
Yea, but that is suhject to the Chief Registrar's 
approval. I told' Sir George Murray that we 
would give him any discretion that was wanted 
in that respect. 

Earl of Shajte.bury. 
92. But you would be quite willing to see the 

area specified in the Act of Parliament; I. 
mean, you think it quite feasible that the word 
.. parish " should lie inserted into the Act of 
Parliament ?-I think it would be very diffi
cult, and I have heard many objections raised 
to that, both in Ireland and England. Captain 
N elthorpe particularly objected to it, and so 
others haye done. We ha\'e districts in whIch 
we must take in outliers from adjoining pariShes. 
I know one bank abroad where they have five 
different parishes, or portions of five different 
parishes, but they are so close together that 
they can easily be managed. As a rule the 
parish is an ideal district. 

Chair1lUlf&. 
93. At all events, the area ought not to be 

so large that the members of the committee 
could not know the circumstances of the people 
they were dealing with P-It is not only the 
members of the committee, but the area ought 
to be 80 small that nracticallv everyone knows 
the other. 

94. That is what I rather mean; so that the 
manall't'ment of the bank, at all events, would 
be conversant with the circumstances of the 
people who come to deal with the bankP-Yes; 
otherwise we could not have unlimited liability. 

95. One word upon the question of the trus
tees. You desire to have these banks incor
porated P-Yes. 

96. And that, as far as I can make out, requires 
le~islation P-Yes. 

91. But what is the great advantage of the 
incorporation ? You say that the· trustees can
not sue, but let us see whether that is so or not. 
Are you satisfied that the trustees cannot sue? 
-W'elI, I think it is very cumbrous. 

9S. There is a special provision, I think, 
.enablin~ them to sueP-You allow them in 
India without trustees. 

99. Just listen. The trustees are appointed 
to ·begin with-elected ?-The trustees are ap
pointed in the rules to be elected because the 
Act provides that there must be trnstees. 

100. Now, once they are elected ip.o facto all 
the property of the society vests in them P
Tlbat i. so .. 

101. If anv one of them dies or becomes in
capable of acting, another is elected in his 
place?-Yes. 

102. And ipso facto the property vests in the 
three new trustees. There is no need to have 
a conveyance of the property to the new trustee; 
by law all the property at once vests in him. 
Is not that soP-Yes, that is so. 

103. And the trustees can aue and be sued; 
what js the advantage of incorporation P-The 
advantal!'e of incorporation is that the memben 
can act for themselves. 

Chairman-"-continued. 
104. But the trustees are trustees fur thlt 

society?-But we have to appoint '0 many 
people in a small parish that We millht havlt 
difficult in manning the committee.. We mul
tiply officen quite needles.ly, and L think it 
takes away from the independence and manhood 
of the society. In the London Library, w he~ 
we revised the rules in 1892, we particularly put 
into the rules that the committee should have 
power to deal with matters, and that the trus
tees should deal with the monev, just 8a the 
committee decided. We took the discretion 
away from the trnstees in order to be more in
dependent. In India they ha"e ~I no trusteea. 
They have also just formed a bank in Cairo, and 
they have ·no trustees there. In Cyprus alaI> 
they are not thinkin~ of appointing trush-••. I I 
stands in the way; It is cumbrous. 

Earl Cromer. 
105. There is no co-operative bank in Cairo I' 

-Yes, there is one furmed. 
106. Under whose auspiossP-Omar nay 

Loutfi. 
107. I am not at all condemning the co-

operative system, but I think the tendency in 
Cairo is to go toward. co-operation P-They 
have drafted several Bills. 

lOS. They were not formed originally in 
CairoP-That.is a different thing altojl8ther; 
that is an urban bank, an industrial bank 
formed with £3,142. 

109. Le~ ~e explain to you; they were. not 
formed orlgmally 1D Egypt, because it was heIr! 
by everybody on the spot with the best local 
knowledge, that nothing would induce the 
natives to co-operate on account of their great 
distrust among each other. Therefore an agri
cultural bank was formed, which bellan 
ori~inally by the Government lenclin!\, £10,000, 
and that has now !\'rown to £10,000,000; but 
that i. quite a different system to this, and 
therefore it is not very useful to con tin ue the· 
discussion about it ?-':I was .. ferrin!\, to this 
bank which Loutfi has reoently formed, which 
has no trustees. 

Chairman. 
110. You have called in aid the Raiffeiaen 

banks, the Cyprus banks, the Egyptian banko, 
and Indian banks, but I think, on the whole, it 
will be better if we stick to England and Ire
land?-Bnt, mv Lord, I simplv noted thpIMl 
things. Raiffelsen's is the model bank, and we 
have formed an imitation of that, and we are 
adapting it to our circumstancea. The other 
banks are .imply called in wAnse they have· 
!!:ot powers that we are askin!\, for now. 1 think 
It is rather infra digimalt, thai the Briti.heu 
.hould be denied powere which are given to· 
fellaheen and coolies. There i. one point we 
have not touched upon yet which ill very 
e.sential. 

111. I am going to leave you in a moment, 
and to ask the other memben of the Committee 
if they desire to put Question. to you; but 
before leaving yon I want to draw attention !o
the Industrial and Provident Societies Act, 
under which it ClCCUl'8 to me that perhap. all, 
or nearly all,. tl!e advantalles that you are .eek
lDr: to get bv your Rill can bp. obtain~d. For 

Instance,. 
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Chairma1l--COntinued. 
instance, incorporation can be obtained under 
this Act, I thinkP-Yes. 

112. Unlimitod liability apparently cannot? 
-Unlimited liability is quite impossible. 

113. I think you 8l'e right there P-1.1hat is 
ibe point. 

114. It may be the point, but it can ~.; ob
tained under the Friendly Societies Act P-That 
is 80~ 
. 115. The Industrial and Provident Societies' 
Act is an Act for the registration of co-opera
-ti ve societies P-Yes. 
, 111-l. FaT all sorts of businesses P-Yes. 

117. Amongst others, bankingP-Y"". 
118. They also include the business of bank

ing, but societi"" carrying on such business are 
.subject to special provision.. Then theee socie
ties are by registration made corporations P
Yes. 

119. That i. satisfactory P-Yos; but for un
limited liability that w!lUid 8uit us down to the 
ground. 

120. The Act would suit you entirelyP-En
tirelv, but for unlimited liabilit". 

121. Tben am I rigbt in saying that if this 
Act of Parliament which I am dealing with at 
preBent contained a provision that the liability 
might be unlimited, the Act then would meet 
all your requirements P-So it would. 

122. Why on earth then do IOU want this 
long Act of yours P-Becausehold that i& 
would be hopele.s to put it before the House of 
Commons and ask them for unlimited 
liability. 

123. 'Do you hope, by a side-wind in this 
Bill, to get what you could not get by a very 
simple BillP-We shall get what we want if we 
get the Act. 

124. I do not know whether I quite appre
ciate what you say. Do you mean to say that 
if a clause were introduced into the Act of 
Parliament t" which I am now referring, pro
vicling for unlimited liability, tbis Act of 
Parliament, the Industrial and Provident 
Societies Act, would afford vou all the facilities 
you wanH-I tbink it would. 

Earl of Shafte.bury. 
125. Excepting one point, the trading 

powersP-We should have tbat. 

ChaiMnMl. 
126. It occurB to me that you are right; and 

if you are rigbt, I have considerable doubt as 
to 'tlte wisdom of running after this hare. I 
should like tbe membprs of the Committee, if 
th.,,, would, to look at this book, which contains 
th,,' two Arts, or the provisions of the two Acts. 
It is puhlished by the' Government, and I h .. ve 
ordered copies P-My Lord, I sbould tbink 
there would be very grave objections to grant
ing unlimited liability, except under very 
proper saf"guards; the safeguards would have 
to be very well conoidered, but tbere is one 
point, a very ..... .,nti .. l point, that we have not 
toucbed UDon vet. 

127. What 'is thatl'-The third point that 
we take powers for is that, subject to tbe Cbief 
n"gistrar's discretion, cll-operative banks of 

Chai..........-continued. 
this sort should also be able to act as co-opera. 
tiv~ distributive societi_tbat i. to say, that 
they ~hould bave trading powers. Tbat is a 
very Importsnt matter. 

128. I quite understand that. Your obj""t 
is to create societies wbich sball carryon tbe 
business of banking, and which at tbe same 
time shall be co-operative societies in otber 
mattersP-Yes. 

129. That I understand; that could be 
accomplished under the Industrial and Provi
dent Societies Act P-Yes, as soon as we have 
got unlimited liabilitv: but we must get un-
limited liability first. . 

130. It all comes back to the one point, tbat 
you want some provision in tbe Industrial and 
Provident Societies Act for unlimited liability, 
and when you have once got it, you have got 
all you want?-I bave discussed it with a good 
many peonle, and their opinion is tbat it would 
be bopeless, otherwise it would suit me very 
mucb better, because it would combine tbe two 
classes of oo-operative 90cieties into one move
ment. We should be in the co-operative move
mentthen. 

131. Tbere is one point as to which I am not 
clear; tbere is a provision in this draft Bill of 
yours that tbese hanks shall be entitled to 
borrow money from County Councils. I do not 
think there is any such provision in tbe A.ct of 
Parliament I bave been referring to ?-That ;s 
not an essential point. 

132. It struck me as being a startling point? 
-I understand tbat the Local Government 
Board are opposed to that. 

133. I sbould think so ?-I have written to 
Mr. Burns to ask what are tbe reasons, because 
we can perfectly well meet them on that point. 

134. At all events you do not insist upon it? 
-No. 

Earl of Cromer. 
135. ~ have not quite followed your argu

ment as to whT Parliament should object so 
strongly to unlunited liability if it was added 
to an existing Act, but should not object to it 
if put into your Bill. Will you explain that a 
little further P-We have got it in tbe Friendl" 
~ocieties Act, and we shall say nothing about 
It. . 

136. :aut will you be able to pass this . 
Bill without something being said about it?
We have got it; we do not need to sl\y anything 
about unlimited liability. We have got it 
under the Friendly Societies Act already, and 
since the passing of Sir Horace Plunkett's Act, 
they cannot take it from us witbout tbe consent 
of Parliament. We do not want to sa,: any
thing about it. 

Chairman. 
137. What I understand you to mean is tbis: 

that rules like this, which specially provide for 
unlimited liability, can be formed under the 
F~end.1y Societies Act. Rules like this on that 
print cannot be formed under the Industrial 
and Provident Societies Act. 

Earl of ShaltelbtJry.] Perhaps I might he 
allowed to answer that question. Tbev aTl! 
formed. In this Bill, in section I, itmentioll8 

the 
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the Friendly Societies Act, 1896, Bnd every 
co-operative bank which noW exists is formed 
as a specially authorised ~iety, und~r .the 
Friendly Societies Act, wIth an unluruted 
liability. They exist. at ~he .present date, an.d 
the only object of thIS BIn IS to extend theIr 
powers. 

Witne ... ] We do not want to uk for what 
we have got already. 

Earl of Cromer. 
138. I wanted to uk a few questions on an 

entirely different point. You think, do you 
not, that these banks have been a great success 
in other countries-in Germany, Italy, and so 
onP-Yes. 

139. What I wanted to ask you specially for 
your opinion upon was whether you thought 
there were any special conditions in those coun· 
tries where the system has been a success 
which applied to the full extent in this coun· 
try. Have you thought over that, or whether 
there are such difierences as to make thel .• 
inapplicable ?-I have thoulI'ht over it, and I 
cannot see that there it! anythinl!' ... hich should 
interfere with their success here. They bave been 
a marked success in Ireland, but of course we 
cannot compare Ireland with Germany, as in 
Ireland there is nothing to come up to the 
many thousands they have got in Germany or 
Italy, but they have been a marked success, 
and the people in Ireland are exceedingly weI! 
satisfied with them. I cannot see that there i. 
anything in this country which should suecially 
militate against their success .. 

140. Was not one of the great reasons which 
made the thing a success in Ireland the presence 
of the "gombeen" man-the village uaurerP 
Was nat that one of the principal reuonsP-
That was one of the reasons, and thev have taken 
the 9hine out of the Loan Fund Society. Tliey 
consider it to be a greater success than the Loan 
Fund Society. We have" Friends of Labour" 
loan 'lOcieties in England which are considered 
very objectionable, and in Ireland they 'have got 
what I think they call loan fund societies, whioh 
are formed under a differen tAct DU t are very 
similar, under which they rais!, money by deben
tures which pay very good IDterest, and they 
lend money to people in the same way that our 
loan societies do, but they have not been con
sidered very successful, and the Irish now say 
that our village banks completely outdo the old 
loan fund societies. 

141. I have had no experience of the co-opera
tive system IIl(Y8elf, so that I may be asking you 
questious which may appear to you to be very 
ignorant; but what I want to know is, what has 
been the principal inducement in Ireland and 
elsewhere that has made people join these 
banks?-They want to get rid ofthe" gombeen " 
man. 

142. I understand that these banks are to be 
distinctly non.profit-making institutions, are 
they not ?-'J1hey take no profit; all the money 
they earn, all tbe surplus, goes into an indi
visible reserve fund. 

143. Then what is the inducement to a man 
to put his money into the bank at all P-He does 
not .put any money in; he borrows money from 
it. 

Earl of Cf'OfMI'-4)Ontinued. 
144. Where do the depo.its come fromP

The friends of the movement lOt first find t1. 
money and after a time deposit. come in; lince. 
the Government hila withdrawn its aid ill Ireland 
they have received cj)lleiderable deposits. 

140. What i. the inducement to a man to put 
a deposit in nnleu he wants to borrow himselff 
-For the welfare of other people. They take
deposits from non-member. as well. There i •• 
great deal of friendly support given to the move
ment. 

146. On purely philanthropio line. f-On 
philanthropic lines to begin with-that i8 to say, 
the l'hilanthro'pic linee of helping without giving 
-WIthout givIng them alms, to lielp them by the 
aid of money which it ia alway. understood ia to. 
be strictly repaid. 

14i. But the man who make. a deposit and 
wants no money advanced to him gains nothing 
by hie deposit ?-He get. the eame interest th~t 
he would get elsewhere, and he know. that hllr 
money benefits the locali tv. 

148. He does get interestP-le8, he does get 
interest on the deposits. They can afiord to pay 
sometimes more than the Post Ollice Savings 
Bank. The Raiil'eisen Central lut month had 
got £4,000,000 sterling accumulated in depoeit. 
from membera of a little over 4,000 societies, and 
t.heRe had borrowed 2l million., 80 that. mi1Iio~ 
and a half wu .tandmg to their credit in their 
central bank. 

149. Do you know whether the village usul'pr 
existed to a large extent in Germany as he di<l 
in IrelandP-To a terrible extent. 

150. ])oes the village usurer exist in thi .. 
countryP-l'here are usurers in this country. 

if>1. But not to nearly sO large an edent P
They prey more on the email farmers; le.s 0111 
very small people. 

152. We may take it t hereforfl that the pres
ence of the village usurer, "hich h88 be'n .. 
great stimulating influence in Ireland and Oer
many, does not exist hereP-We have I!'ot n~ 
gombeen men, but we have a good deal of !,lImy 
among Imall farmers. 

153. At what rates of interest do they borrow, 
as a rule?-That I do not know, but on that 
matter Mr. Farrow's book, .. The Usurer Un
masked," would be useful Mr. Farrow Wall Mr. 
Yerburgh'. private secretary, and Was our origi
nal honorary secretary O'f the Agricultural Bank .. 
ASf!OCiation, and then he formed his own baok. 
.. The Usurer Unmasked" speaks a great deal 
about that. But then these men want to get 
working capital for their holdingo; that i~· 
tbeir main object. When Raiffl·ispn began 
everything was in the usurer'. poo.e •• ion, even 
their cattle; their tumbledown cottage. anrr 
everything else belonged to the uourer, and' 
Raiffeisen stepped in in or'!er to free them 
from tbe usurer, and when thev got on tbev 
found that they could do evervtbing thev rp· 
quired with the money for working their little
farms. I have seen, for instance, a steam 
threshing machine with the steam enl!'ine he
longing to it which had heen bought through 
their bank without their eVer putting ihei.
hand. into their pocket •. 

154. I understand vou are Very atriet about. 
limiting your. &peratione to a certain area?
Yea. 

155. In' 
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Earl of Cromer-continued. 
155. In order that there may be thorough 

knowledge of a man'. solvency, and what he in
tends to do with the moneyP-Yel. 

156. Tha.t is an extremely important pointP-
Very. . 

151. Because the weak pa.rt of the whqle of 
the Egyptian system, with which you are 
familia.r, has been that sufficient inquiry has 
often not been made as to the purpose to whiok 
the loan shall be devoted, and the result has 
been that people have borrowed to a large extent 
to buy other land, which ia not what is in
tended P-No, we limit the loan to a particular 
object, which has to be stated, and if the object 
is not adhered to the loan is called in. 

lli8. You can do that P-Yes, at four weeks' 
notice, and it ia on this that the Ia.te Duke of 
Argyle had rema.rked: "Your system of strict 
repayments and watching carefully the em
ployment of the loa.ns is admirable." 

Earl of Slw.ftesbwry. 
159. When theae co-operative oredit sccieties 

were originally sta.rted, if you hOod been able 
to get what you consider absolutely essential to 
the whole principle of co-operative credit
namely, unlimited liability, under the Indus
trial and Provident Societies Act, then those 
banks would have been started under the auspices 
of that Aot P-Certainly. 

160. But the difficulty was the consent of 
Parlia.ment, and therefore it was found neces
Bary and expedient to start them under the 
Friendly Societies ActP-That is aD. 

161. 'Therefore they have been in existence 
for some Y880rs now, and working under the 
Friendly Societies Act P-Yes. 

162. They have been .hindered by certain 
difficulties in working which yon propose to 
remedy in the Bill we have before us P-I do not 
know whet.her tha.t io quite the ri~ht..,...y of put
ting it. Our people are very backward here. 
As Sir Horace Plunkett has put it: in the case 
of an Irishman there is no difficulty in ~etting 
a thing into the one ear, but it often flies out 
at the other. The difficulty is to get it into the 
ear witb the Engli9hman, but once it has got 
in it oticks there. I think that is a verv correct 
deocription. Our people have not taken to it, 
and we have had no real propaganda. 

163. I was speaking about difficulties in 
working; they have been hindered by certain 
raot.ictiono which you propooe to remedy in this 
Bill. To begin with. incorporation is one cum
broua restrictinn P-Yes. 

164. '.NIen tbere is the difficulty of having a 
eentral institution with a common Board of 
ManagementP-Yes. 

166. That yon propose to remedy in thio Bill P 
-Y,,". 

166. Then, thirdly, there is the question of 
tradingP-Yel. 

161. You have h,,,,rd complaint. in Ireland 
... ith regard to the difficulties of theoe co-oper .... 
tive locieties in connpction wi th two ooci"tie. 
heinl!' formod in the W .. t of Ireland: Wby 
.hould you provide trading PO""" for theoe 
locietiei in the Bill P-Bec.use there i. difficulty 
in manning the two ROCieties; that i. one point, 
and, of couroe, I only .pprovs of coupl;ng the 
two' together in 'Very Imall locietisa. Then we 

(0.'1.) 

Earl of Shaftesbury-continued. 
want to opread co-operation abroad for their 
benefit; they have the "gombeen'" trader as 
benefit; they have the" gombeen " trader ao well 
ao the" gombeen "uourer. And lastly, that is 
form a t~ading .society which io recognioed ao a 
~o-operatlve oOClety, they can get all their goods 
at wholeoale ~cea from the Co-0r.rative Whol .... 
oale Society 10 Manoheoter, whic on thooe small 
dealingo makes a 1099, but it does that for the 
sake of the. principle. They save about 10 per 
cent; on thelr purchao"a, so tliat if an Irish houoe
wife invests £26 in the year in goods bought at 
the Store, ohe will have £2 120. over at the end 
of the year. If ·youhave a hundred caoes like 
that, or if you have only fifty, you will illl~ve a 
conoiderable sum accumulated and that we lIlay 
want to employ in banking or for agricultural 
co-operation. It is the easiest meano of raising 
the money, but the great thing is that they are 
being shut out by gombeen men, and the onl;r 
oppooition I am ·told that we need apprehend 10 
really from the representativ .. of the "gom
beeners." 

168. At any rate, the Bill provideo :for giving 
trading powero to these co-operative ·banks; that 
is quite clear, is it.notP-Yes. 

169. We can puroue that point when we get a 
man from Ireland; but the point hao been roioed 
as to whether theoe hanks are really required in 
rural England. It io true that in Ireland the 
gombeen man exists very freely, does he notP-
Yes. . . 

• 
Clw.irman. 

170. Is the gombeen man a money-lenderP
He is a usurer both ways. 

Earl of Slw.ftesbuf"!J. 
111. This gombeen lIlan or URurer does not 

exiot to any real extent in England, dces he P
No, I do not think he doeo. 

172. Rut would you not oay that for the 
villl-ger in England it would still be a great 
advantage to be able to horrow omall loan. 
10callyP-Certainly. and al.o to deal with a co
operative society. We find in the Agrioultural 
O~ani.ation Society when we go into a new dio
trict that often what chiefly catche. tbe ima~i· 
nation of the people is not the agricultural co
operation, which, of conroe, is our principia 
object, but the distributive co-olleration. They 
want to be ·able to buy their good. cheap. In 
the Eastern Countieo Society they wanted to 
have co-operative otores from which to buy their 
tea and sugar, or whatever it was. 

173. We are dealing with co-operative credit 
banko, and the object of co-operative credit is to 
enable a man to find working capital P-Yes. 

174. Ao to these omall co-operative banko, my 
point io that they would Ib~ u.eful in England aa 
well as in IrelandP-Certamly, and to the extent 
to which they have been given a fair chance they 
have pl'O'Vod uoeful. That bank of Captain 
!'IlItton N elthorpe'o io working exceedingly well. 
Thev have 00 mucb confidence in it that when I 
was down there in 1894. when we formed it. there 
..... one man present (they are very intelligent 
people there) who oaid: "I ha,!e a hu!,dred 
pound. in the Poat Office, and I ... 11 draw It out 
and put it into this bank, as I am perfectlv 

B aatisfied 

• 
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Earl of Sha.fteabwry-continued. 
satisfied with the security." and he did. There 
they are exceedingly sati.fied W1ith the hank 
although it i. all on a smallllCale. 

175. How would a villag ... obtain a small loan 
at the present mom .. nt P-He would either have 
to go to a man who would give it to him al an aCt 
of ph ilanthropy or he would have to find some 
usurer who would take very high interMt. To 
this hank he could go 88 a matter of right; he 
would say. "Here is my demand. thil is my 
security. and this is the obje"t I want it for." 

Chairman. 
176. Yes; but it is not quite rigM to say 

that he could get the money then as a matter 
of right. It must be submitted to the com
mittee P..,...Quite so. But if he can make out a 
case. the committee is bound by the rules to 
give it tQ him. . 

177. But the oommittee have to make up their 
minds as t9 whether he has made out a case P
Certainly. but if he thinks they judge 'Yl"ongly. 
he can appeal. to the general meeting. 

Earl of Cromer. 
· 178. They are also limited in the amount they 

oan advance. in anyone year?-No. they can 
l~nd money for a great length of time. 

Chairman. 
179. 'That is not the point; the question was 

whether they were I!ot limited in amount P
Certainly. they are limited in amount. 

Earl of CrO'l1UI'. 

180. I understood you to say that they were 
limited in the amount they could grant to any 
one man. and al80 as' regards the total amount 
they could· advance in anyone year?-Yea. 
· 181. So tbat it is not strictly correct to say 

that a man has the right to ask and receive the 
moneyP-Subject to the presence of funds. 

182. It is Pn1l within those conditions P
Subject to that. 0 course. 

Earl of Slta/te.bury. 
· 183. i'lhere 1S only one other thing. Am I 

right in saying that the whole essence of these 
roral banks ·and co..operative credit societies is 
unlimi~ed liability?-It is; that is one of the 
fundamen~al rules. . 

184. That is the tfundameMal rn1e1'-The 
fundamental rules are: small districts. no shares 
and unlimited liability. 

185. The Chairman would like to know W'hat 
you understand by unlimited liability in this 
conriection ?-Unlimited liability is that they 
join iu the liability of everyone in the bank for 
everyone else in the bank. 

Chaif'mlln. 
.IS6.When· you Bay everyone. whom do yon 

illclude-the membersP-Thememhers. of 
~ourse. 

187. 1!iobody elseP-No. nobody else. 
· 188 .. No outside depositors P - N D. the' 
members. 
~ 189. Al~h(lUgh they ~t their interest upon 
their depositsP-:-Depositors simply lend money; 

, . 

Chainlaft-1:Ontinued. 
they get their interest, and they have the firs' 
claim. 

190. What I should like to ask. if I may in
terrupt for a moment further, is this: the 
BOOi .. ty owes money to outside d"p08itora P-Yea. 

191. In order to enoourage outside dopoaitorl 
to put in their mon .. y there is this provision far 
unlimited liability P-That i. one reason-(lnly 
one. 

192. It may be calculated to give them lome 
oonfidence. t suppole that the people who lend 
money, or deposit monev in these societies. want 
the prospect of getting it back P-Certainly. 

193: And the nnlimited liability is one of 
these prospects P-Yes. that il one reason for the 
unlimited liability. 

194. Who are tbe people wbose liability i8 
unlimitl'd P W:bat class of people are tbey P
Eve.ryone who j()ins; there will probably be the 
sqUire ana probably a lot of poor people. There 
may be the panon. 

195. The squire will get no advantage from 
this P:.....No. he will be doing good. 

196. He WO'Uld be doing good. but getting no 
advantage for himself. except the sentimental 
Ildvantage of the consciousness of doing goodP 
-Yes. 

197. Is he to be'liable for the wbole debte of 
these concerns ?-Oertainly; but ·he is there to 
see tbat it is not abused. and be can go out at. 
any moment he lik8l. 

198. He is to undertake this liability without 
getting anythin~ for itP-Cerlainlv. bnt he goes 
an. and he will have tbe opportunity of pre. 
venting abuse in dealing with tbe money. 

199. And the borrower. are liable P-The bor
rowers are li.ble. 

200. To an unlimited extent. but their un
limited liability is not of much value P-Bor- . 
rowen are unlimited in the first place al bar· 
rowen. and in the second place as members. 

201. But I say their liability is unlimited P 
-Quite so. as members. ' 

202. And their liability is of no value P-I 
will not Bav that at all. . 

203. Is It of any value. do you think P-
N obodv wants to be sold up. . 

204: If a peraon has not got anything to ~ll 
up it does tint matter. It comea really to thiS. 
does it not. that the unlimited liability meanl 
in effect the liability of the rich man who may 
from benevolent motives cboose to identify him. 
self with thiB &Ociety P-I think that is one of 
the glories of the sys'tem •. because It enables him 
to help the people without demoralising them 
by gifts. . 

205. That i. the reason lot the unlimited 
liability P-That is one realon. 

206. That is the effective meaning of youI' 
unlimited liabiIityP-No. another object of un
limited liability 'is to make everybody do bis 
duty. , . ., 

207. I .sm sp<'akmg merely of the liability 
itself. and the liability of a man wbo cannot 
pay mav be dismi .. ed?-Yes. 

208. 'The only liabilitv wbich depositors are 
concerned with' is the Iiabilitv of tbe man ,..ho 
can pay P-Yes. 

209. And·.tbat man under your IICheme will 
be the benevolent man who gete nGthing for f.be 
~' l'\Bt 
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Chairma~ntinued. 

ri.k he runs, and ia the squire or a person ol 
that kindY-Yes. 

210. 'Ihat is what it comes to P-Quite so. 

Earl 01 Cr011l8r. 
211. That is putting the thing entirely,pn a 

philanthropic basis P-Certainly, but I think 
people like to see good done among their neigh
bours and dependente; and then he is there 
to look after his interests. If there were only 
limited liability for that man for money which 
he did not mind losing, he .would simply plank 
down his m01ley or security and go away; but we 
want a man to come to the committee-table, 
and stop there, and say: " No, I forbid that; 
that is a dangerous prooeeding, and if you ~o 
on with that I will go out, and then you will 
lose my help," 

Lord Welby. 
212. The Chairman has spoken of· the un

limited liability of the borrower, and I want 
to ask in this case who is the borrower P As I 
understand, when the society is formed, all 
people may borrow from itP-Only members 
may borrow. 

213. And the unlimited liability. comes in 
beoause they are membersP_Yes. 

Chairman. 
214. They are people who h hypothe,i are 

in need of small loans, and therefore their lia
bility is not of much value, but the real person 
to be liable, as I understand, in these schemes 
is the benevolent rich man in the neighbour
bood, who has to pledge his responsibility, and 
also, of course, to give his attention to the con
cern P-I will not go quite as far as that. I 
know plenty of bank. where there is no rich 
man, and where there are only small people in 
a very moderate position, but they have all got 
something. 

216. Then they have got something, and 
they must Iiave something; otherwise, I sup
pose, the depositors might have to whistle for 
their money when they wanted itP-They have 
not had to do that. . 

216. Lord Cromer was asking you about these 
societies in Ireland; are they all solvent ?_I 
am told they are. 

217. Does anyone tell you they are not P_ 
Mr. T. W. Ru.sellsays so, but he does not give 
partiCUlars, although he has been asked for 
specifio information. 
. 218. But there are foolish people who say 
that they are not solvent P-There is only one 
man; " are " is the pi ural. 

Earl of Shafte.bury. 
219. Am I right in supposing that the un

limited liability has these advantages-that the 
joint liability enables the society to barrow 
oheaper P-It enables the society to borrow 
more readil' but, if I might be allowed to do 
80, I aboul like to speak to that point, which 
Lord Welhy raised just now. If there were no 
unlimited liability, p<-ople would be careless as 
to whom they elected as members but since 
they know thot they are liable for ~very act of 

(0.'1.) -

Earl of Shaftesb1m;r-continued. 
his they are particularly careful, and that has 
had a wonderful moralising effect abroad. 
People have been sent a~y because they. ha~ 
been ne'er-do-weels, or drunkards or illiterate. 
I have seen people in ltalv who have learned 
to scrawl lhelr name in order to be eligible ·£or 
the banks, and these societies have had ·the 
same effect even as far east as Servia. Drunk
enneBS h811 gone down very much in. consequence 
of these banks; the people have been sent away, 
and then they have come back, having mended 
their ways because they had an advanta~ to 
get. If there were not unlimited liabliity, 
people would be equally careless as to whom 
ther elected on the committee or on the council 
of inspection. A man in Venetia said,.in his 
uncouth dialect, "Weare like so manr spies 
watching one another"; but they do it ina 
very friendly way. Professor Dobransky said, 
after he had been to see it on behalf of the 
Hungarian Government, " I have seen a world of 
brotherhood." Ther are all drawn to one 
another, and clBBB divisions are got rid of. 11. 
is the unlimited liability which makes them 80 

careful; ther have no money, and therefore 
they must give vigilance and every kind· of 
care, and elbow grease, and unlimited liability 
makes them do so. That is the main object of 
unlimited liability in this connection; it makeii 
people give some substitute for J;Doney. 

Chairman. 
220. Then we may say that there are two ob

jects-first of all to inspire confidence in the 
people who deposit money in the. society, and 
secondly, to secure the very best and most cate
ful attention from the people who are con-
neoted with the societyP-Yes. . 

Earl of Shaftesbury. 
221. And it is very obvious that if you do 

not get the squire, or the man with money, to 
come in and take a philanthropio view, 'and 
say: .. This is required, and I will pledge IUY 
~edit," .the~e w?uld be great difficulty in start
·lUg an lUstitutlon of that sortP-Yes;they 
could not start at all. But, as I say, I know a 
good' many banks which. are formed without 
any really wealthy men joining them. There 
was one very good bank in Germany where a 
poor parson was· the wealthiest man connected 
with It, and he. could afford to plank down .£25 
for a share in the central bank. 

Lord N orthcote. 
222. You· said that in many. circumstances 

the henevolent squire or the capitalist· would 
have an essential voice in the management ol 
these hanks P-I think he would. 

222-. And presumably because'if he were 
Dot satisfied .he would go out of tbe concernP
That is one reason; but, of course, they would 
aooept him as a man of greater experience 
probably, and greater business knowledge •. 

223. But s'!P'posing there were. some' dif
ference of oplUlOn between the sqUire lind' the 
other, members of the, society, and suppOsing 
the squire were to resign, I rather gather ·frot," 
8ub-aeotion (3) of yOUI' clause 3 that, his 

B 2 li.abilit,Y 
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Lord Not'IMot&-continued. 
liability would continue for a period of a year 
after he had ceased to be .a member of the 
society' is that so P..!..For everything which haa 
'happen~d before his retirement-not after. 

224. There is no risk that they could carry 
on the aftairs of a bank in such a way ae to 
land this squire with unlimited liabilityP-No; 
he would only be liable for what happened with 
his consent. 

Cho;i1"l7llm • 

225. But I understand that he haa to remain 
liable after his retirement from the concern ill 
respect of all the liabilities existing at the date 
of his retirementP-That is so. ' 

226. He cannot get rid of his obligations or 
liability by merely resigningP-No; anel the 
longer you make the period the better I am 
pleased. I have taken that one year from the 
Companies Act, but I should prefer two years. 
In Germany it is two years, and in France they 
have made it in one movement five years. In 
the Belgian Union. d .. Credit, it i. five years; 
but really he ou!\'ht to be liable for what hap
pened during h1s management to the end of 
his life. The Companies Act limits the lia
bility, to one year, and that I have copied, but 
I should prefer to see it two years. 

227. What you mean, as I understand, is 
this, that at the end of two years his liability 
becomes extinguished altogether P-Yea, you 
must have some limit. 

228. And during the two years hi. liability 
is limited to those debts or liabilities of the 
society which were incurred during his term of 
office P-Yes, during his membership. 

Lord Northcote. 
229. Although he may have protested at the 

time. Supposing some action to have been 
tl<ken by the society to which he objects on the 
first opportunity; nevertheless, if he is over
ruled by the committee his liability will con
tinue, although he may resign in consequence 
of that action P-He could resign before they. 
have taken the action, while the thing is under 
discussion. If lie goes out he ceases to be 
responsible. A barren protest is no protection; 
ret,rement is his protection. 

230. Although he may really have found the 
greater part of the funds for this bank, yet 
the committee may, so long as he has not given 
notice of retirement, hold him responsible for 
action against which he protests, and althougb 
he says that he will retire in consequence of it P 
-I presume he would be on the committee, and 
that is one of the principles; Raiffeisen made it 
a principle that the wealthier people should 
always be represented on the committee. 

231. Although he is on the committee, and 
announces that he disagrees with his col
leagues' action, they can carry it by a majority 
over his head, and he will remain responsible 
for that action P-If I were he I should resign 
before the action was taken. 

232. How does he know how the Committee 
will voteP-That i. cutting it very fine. I think 
,that might be guarded again.t. Besides, that 
would be a very small thing. 

, 

CAainna ... 
233. It might not beP-No large tran8actionl 

ever come before them i they are limited in 
their powers. 

Lord Norlhcole. 
234. They can lend £50 to each individual 

memberP-A £60 loan. 

Chairman. 
235. Supposing a dozen men come forward.to 

borrow £50 and that they are of a el .... which 
the .quire objects to, that would be £600 p
Then the squire could come out and he could say 
ve7 easily, .. If you agree to that loan out I 
go. 

236. But Wlhat you 8ay il. that in order to pro
tecthimself he ought to retire befO'l'8 they I"y 
yeaP-Before they actually vot .. the monpy
yes. The tran.actionB are 10 very Imall that one 
transaction more or leaa would not come into 
account. You aay £50, but I do not BUppOO8' 
there i. any !bank ,.,hleh WIll go as far al £50 at 
present. They will ~o to £16 or ,£20. 

237. I 8I1ppo.e >D practice theae loanl BrA 
quite small-£10 or £15P-Ye •. 

Earl, of SAafl •• Im"!!. 
238. Even 10B.P-Yea. They would not avel'

age £16 or £20, but that would probably be the 
outside at preBent. Of courae, they may grow 
larger. 

Earl o.f Cr011lef'. 
239. I understand that the squire, or the 

philanthropist who leneL. hi. money, will be get.' 
ting.interest on his money like anybody ell8 P
He has got no money in; there is no share, and 
there may be no dividend. They might have, 
very small shares. 

CAairman. 
240. Let u. have this clear: How doeo B man 

become a m .. mber P Doe. he not pay an entrance 
leeP-He become. a member by election. 

241. And he pays a small fee of 5.. or w hat
ever it may be P-Raiffei.en would not have 
that, but I do not object to it at all; I think an 
entrance fee a very good thing, becaul8 it keepl 
people in the society. 

242. You contemplate the condition of a amall 
entrance fee P-It is not •• oelltial. 

243. Your rules would contemplate an entrance 
fooP-Yes. 

244. And the man is then elected or not 
elected aB lIhe caee may be P - Y el. 

245. If elected he !become. a m .. mberP-Y ... 
246. He may also if he choo.e., and can, be

come a depositor at the same time P - Ye •. 
247. But he lleed not be a depositorP-No. 
248. Bei~ a member by virture of having 

been elected, and having paid 61. or half-a
crown, or whatever it iI, he becomes one of the 
people entitled to. borrow money?-Yes. 

Earl of Cromn'. 
249. Then the .quire i8 not a depolitor P-He 

need not be. 
250. The.VlBney you get from the philan

throl?iat is not in the nature of depooitsP-No. 
251. He 
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Earl of Cromer-oontinued. 
21)1. He will get no interest on it?-He may 

deposit if he likes. 

Chairman. 
252. I think we must understand this. I 

thought you set your face against giftsP,Yes. 
25;). If the squire, as we will call him, 0; the 

principal man, becomes a member, you antici
pate that he will also be a deRositor P-N o. 

264,. Da you nat f-He may ar may not. 
200. Do yau not anticipate that he will be a 

'depositorf-It rests absolutely with himself. 
256. If you are not going to get him as a' 

depositor, where is the money to come from that 
is to be lent? 

Earl of Shaft .. InM'y.] If I may ansWIIlr that 
question, the whole loan capital of the bank need 
nat come from deposits at all, but you go to the 
local bank, the Joint Stock Compo.ny :Bank in 
the town, and you .how the manager tihe list of 
names on the committee, aU of whioh are jointly 
.and severally liable for the loans you propose to 
mise, and then you borrow the money. 1 p.o 
facto none of the committee need put an:!" money 
in it at aU, and it i. simply their credit they 
give. . 

ChaiNllan.] Section 1 of this Act says that the 
abject i. to provide money by means of the re
ceipt of deposits and of borrowing maney at 
interest. 

Wit"" ••. ] Yes, it takes power to do that; 
.. objects" is a legal word, but the Bill takes 
power to da it. 

Earl of Cromer. 
257. I fully understand the banking 

whioh is a purely commeroial business, but 
where I am in a dilliculty is as to where you will 
find a philanthropist who will give his .£60 or 
.£100 and who will /five it with an unknown 
liability attsohing to It. There is the diffioulty 
to my mind, hoWl do you propose to get over 
thatP-l'he philanthropist will plank down his 
money. 

258. I can understand his planking down the 
money, and we get that done for lats of things, 
but I have never known a case where a man wa~ 
asked ta give .. hundred pounds, say, and to gi1'8 
a good deal of attention to .. matter and then to 
.... ume an unknown Iiabilitr. for other l.'eople's 
debtsP-It rests with him; If he_gives hiS .£100 

. ~e giv~s the:t on the .eourity of all the members, 
moludmg hiS own. . 

269. But that is pure philanthropy; that is 
not commercial P-I should not give ,£100; I 
• hould muoh rather guarantee that with a 
bank. 

C ""iNllan. 
260. Lord Welby was suggesting this ques

tion: the money 18 barrowed from tM local 
bankP-Y ... 

261. The secretary of the society takes to the 
local bank a li.t of names and, says, .. These am 
the members" P-Yes. 

2r>2. And the 1"",,1 Q,ank savs, "Well, there 
io Tom,Diok and Harry.and ihere Mr. So-and-
00 the oquire; we are quite willing to lend on 
the .... umption that tliey are all join'tJy and 
severally liable." It comes 1Ihen ta this, linea it 

ChaiNIItJ_ntinued. 
not, that .the money i8 borrowed from the bank 
and the squire makes himself re.ponsible far the 
payment of i~that is what it comes top-,Very 
often it will be so. . 

Earl of Cromer. 
263. It will be only the squire and one or two 

others who will be the sureties P-I would not 
8ay that; they all haTe something to los8, and 
they do not want to lose it. They do not wan~ 
to be ~old up, and they do not want to be de
faulters .in the view of 1Iheir own cIa... There 
is a great olas. feeling amOlig them. We have 
had poor people in Italy who have had to. emi
grate, sending their money back from America to 
the bank in order not to be defaulters, and there 
was nobody to compel them to do that. 

Earl of Shaft .. bury. 
264. We might Obave this point deared up by 

showing you the oonstitution of these bank • .in 
Ireland, where no squire ·at an comes into 
them, beoause there is not one· to do -it, and 
where these banks :have been formed without 
any of these financiers on the committee P
Yes. Sir Horace Plunkett invited me over to 
Ireland in 1894 to explain the thing, and they 
adopted it. I also explained it to Colonel Deas, 
the Governor of the Bank of Ireland, and' he 
said, .. I should have no objection whatever 'to 
deal.ing with these banks," and he called in 
the manager of ·his country business, and I ex- . 
plained it to ihim, and he said the very sa'me 
thing, .. We should be very pleased to deal with 
banks of that sort." 

Earl of Cromer. 
265. I suppose you would. be agreed :tbat iii 

prinoiple it would be much sounder, if possible, 
to put them on a commeroial rather than on· B 

philanthropic basis P-You cannot do i~. You 
have got another sJstem JOu. know .... hlCh you 
put on a commerclBl baSIS, where you simply 
have sharee and limited liability, but we are 
acting f?r people .... ho cann~t very well find 1Ihe 
cash, WIth whom money 1Ii very scarce, but 
who can take a good deal of trouble about it. 

C""iNllan. 
266. You mean that where you have a member 

who has shares it presupposes a man who c~ 
find money out of his own pocketP-Yes • 

267'. And you are providing thrift aniC credit 
banks for peol'le who have not got any money to 
pay down P-That is 8o-1!10me of them at any 
rate . 

268. And therefore whose liability I should 
think was of very little l!oocountP-'rhere is B 
good deal of class feeling amongst them., and 
they do not like being sol.d ,!P or playing fal!8 
to their class-mates. Radielsen purposely did 
not allow any shares, and he would not h~ve any 
entrance fees, in order that. the door might be 
opened to the very poorest, '.f· only be could, find 
neighbours to vouch for. b,s h?~esty.Slgnor 
LUlaatti the Pl't'sent Pnme MlDlster of Italy. 
has call~ it 1. tbe capitalisation of honesty." 
They have to find sureti~s for their !oans; they 
are not given money WIthout aecunty. They 
Ilia"" someone to answer for them." 

269. These 
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Chairman-continued. 
269. These expressions, .. the capitalisation 

of honesty," are quite novel to me, hut I under-
• tand what vou mean P-It haa tmlwered very 
well abroad, and there i8 no reason why It 
should not answer here: We never had such a 
success before in India as now. 

210. W·hat you really mean by it is personal 
aec1lTity; the expression" personal security" I 
understand; "capitalisation of honesty" sounds 
very well, but it does not seem to me to carry 
the thing any further. I would like to ask a 
question about this central bank, because prob
ably what you mean is the creation of some 

, central bank which would stand in the shoes of 
the local bank to which you have been referrin~. 
Is that soP-Certainly, it will eventually, withm 
the limit of its powers. 

211. Part of this scheme would seem to in
clude the formation of a central bank?-Yes. 

212. And that hank would be, of course, a 
bank with limited liability P-Certainly. 

273. And a hank with a share capitalP-Yes. 
214. Would it he a hank nnder the Companies 

Acts ?-It would be a bank under the Com
panies Acts or under the Industrial and Provi
dent Societies Act. 

27·5. Why should it not be under the Com
panies ActS?-It might. 

276. Is there any reason why it .hould notP
It might be; that would give it greater liberty 
but would cost it more money. 

277. Is there any reason why it should not P
No. 

278. Does your scheme involve for its suc
cessful carrying out the formation of a hank 
under the Companies Acts as well as the forma
tion of thrift and credit banksP-We have got 
thrift and credit banks. We have not got a 
central hank, and we want to form a central 
bank. 

219. Your Bill does not include it, but i. it 
intended to include the :formation of a limited 
liability central bank, to facilitate the working 
of thrift and credit banksP-Yea. 

Lord Welby. 
280. I think it has been explained that with 

regard to the central bank, which jumps sud
denly before us like a jaok-in-the-box, there 
has been an omission, and that there ought to 
be a clause in the Bill enabling this central 
bank to .he created ?-Upon that I accept the 
Chairman's ruling, as he is a judge and I am 
not a lawyer at all. Our intention was to 
authorise the formation of a central bank. 

281. These credit hanks of which you want 
to facilitate the creation are generally small 
affairs P-They must he. 

282. I have only just had the opportunity of 
reading the Bill, but under Section 2 it appears 
that this small society is going to have ;very 
large powers as to passing rules. Does it not 
seem rather singular that such powers should 

'be given with no' further check upon them? I 
rather gathered from something that pa88ed 
between the Chairman and yourself that under 
the Friendly Societies Act the Treasury haves 
pretty.large power of enlar~ng or restricting 
the powers whidh the friendly societies formed 
under the Act may have?-Yes. 

283. But it appeared to me that in this case 

'" ' Lord 'If slby-oontinued. 
nobody haa anJ'j checkl'-Thi. i. under the 
Friendly Societies Act, and all rules adollted 
have to be approved by the Chief R.gistrar . 

284. I beg your, pardon-that is exactly the 
pointP-No rulea oan apply without hiB ap
proval. 

285. And therefore any check that there i. 
under the l!'riendly Sooieties Aot would apply 
to theae banksP-Yea. 

286. Here is a curious rule-that " it may 
join with other hanks in appointing a com
mittee of inspection and defraying the expenaea 
thereof." I should have thought that it ought 
not to be left to the discretion of this small 
body as to whether it would be inspected; I 
should have thought the provision ought to be 
that there shall be a committee of inspection P 
-No. , 

287. If ,ou will read it, it 8ays the rules 
shall provIde" (i) whether it may joiu with 
other banks in appointing a committee of in
spection and defraying the expen.es thereof" ; 
and then Clause 6 .ays what shall happen if 
it does SO choose P-Yes, you cannot force them. 
My great difficulty here, and in Ireland and 
India too (in India they are tumbling to it 
now), is to get them to appoint a council of 
inspection in the hank itself, which i. quite 
essential. There ought not to be a local bank 
without a council of inspeotion to control the 
committee of management, but the inspection 
here meant is for the Union. 

288. My point is that that ought to be man
datoryP-I do not think we can force them. 

289. As to these banks, with the considerable 
powers which they are seeking to have, I think 
there ought to be some provision for a com
mittee of inspection ?-From the legal point of 
view there is the Chief Registrar; they have to 
submit their accounts evety year. 

290. U nde. the Friendly Societies ActF
That is so; they have to submit their balance
sll'eet~ It is s different Jcind of ins('sction 
that we are here speaking of, which 18 very 
useful indeed, only we cannot compel them to 
join the Union for inspection. It 1188 worked 
admirably abroad, and they are trying to 
graft it upon the legislation in every country 
now. 

291. There are very important J>rovisions in 
Clause I); observe what thIS commIttee is to do, 
what I venturs to think every institution of 
this kind ought to be subject to: "A joint 
committee for the purpose of conducting 
periodical inspections of and making report. 
upon the financial position and methods of 
business of the appointing banks, and may 
confer upon that committee all powers neces
sary for that purpose, and may pay to the com
mittee such feea in respect of any such inspec
tion and report as may be authorised by the 
rulea and agreed to by the appointing banks." 
That is a most important function, to which I 
should have thought everybody established by 
law with considerable powers ought to be Bub
jectP-We have got the Chief RpgiHtrar's in·' 
"paction under the Friendly Societies Aet. This 
is a thing for the societie. among themselvea; 
a totally di!lelll'nt thing. A purely official in
spection is not good, because it easily degene
rates into a matter of form. What you are 

, contending 
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Lord Welby-continued. -
contending for we have really got under the 
~'riendly I:>ocieties Act. 

292. lIo you say tha.t under the Friendly 
Societies Act the provision is such that an in! 
spection of this kind is provided forP-There 
is an inspection every year. In fact, t~ co
ol'erative societies wa.nt to go further, a.nd to 
give the Chief Registrar power of inspecting 
• ., p7opno mow if he chooses to do BO. 

293. I should like to ask you one question: 
In these small bodies is there not some danger 
in combining cooOperative trading and bank
ing P-I a.m only. in favour of it in very small 
BOcieties, where they could man the two com
mittees. When I sta.rted the idea in Ireland, 
and wrote about it to the Irish H omesteruJ, 
they were taken aback for a little while, hut 
now they have all COme round. 

Chairmar. 
294. On this point which Lord Welby has just 

put to you, why should there not he two aeparate 
societies in the same district manned b" the 
same men, !lne a. ~anking society and the other 
a co-operative socletYP-T/Iera would be a diffi
culty about that. 

295. It .eems to me that Lord Welby is right, 
and that it might introduoe great confusion if 
you had the two things, banking and shop
keeping, worked in the sa.me businessP-I do not 
think 80 at all. Besides, there are separate 
BeDpunt.; that i. provided for. That was Raif
feisen'. m-iginal idea, and it i. wm-king exceed
in~ly well in Germany, where they Ib.a.ve the two 
thlDgS combined, and there the bank ca.n help 
the trading department with money a. I in
stanoed the cue of tha.t threshing machine which 
the society bought with the money prDvided by . 
the bank; they paid for it out of the hire of the 
ma.chine, and when I wa.s there they hai the 

I machine a.nd .team engine belonging to it at their 
dilpo.al, and it had n ..... er coet them a fa.rthing. 

Lord Welby. 
296. I have only one more question to ask 

ynu: Do you not think there is a certain amount 
of ri,k in these credit institution. tpmpting de
positors, if they want them, by oftering intere.t 
in exeeos of wha.t i. given by the Savings Banks, 
whioh would be more than the .ociety could pro
perly earn P-I do not think there j. very m~ch 
c.hance of that. I am afraid for a long tune 
the deposit tran.actions will be very small. 
After a certain time I agree tbey will become 
conoid.rable. 

291. There have 'been temptation. of that kind 
hefON now. I believe th .. v have been known In 
old times in connection with Savings Banks, 
and ao forth, even although tlbey were limitedP
y .... 

298. Of coursp, in the lI ... e of people who are 
not very ..... 11 instruct .. d in the.e matters there 
is a temptation to th .. m to think they can earn 
more, and perhaps th .. y go into some risky 
business for that purpose, and tben they tempt 
depo..its from banks, and so on, by Il'iving 
lom .. what higher interest than prudence would 
Innrtion P-1 do not think theN is anv danger 
lit that, bqt OIU' f8880ninr i088 the other wa1; 

Lord Welbg-continued. 
it goes this wa.y, to show that because they 
ha.ve got more lurtative employ;ment for their 
money than the Poot Office, therefore they wilt 
probably be a.ble to allow a. little more. I have 
gone into it carefully in Italy. Hodgsou Pra.tt 
thought they took more money because they 
offered higher interest; but II found in some 
ca.es that they ollered even a. lower ra.te of 
interest tha.n the Post Office Savings Bank in 
Italy, and still the people thought more of 
them, and cared more for them because they 
were the local institutions manned by their 
own uominees, and keeping the money in the 
district. 

Lord. N o'l'thcote. 
299. If the same men are mana.go:ing the 

ba.nking busine.s of the society, and a.t the 
.ame time doing a co-operative trade, is there 
a.ny .ecurity that they shall not, ... ma.nagers 
of the bank, lend themselves money for c0-

operative trading purposes P-I do not think 
there i. any fea.r of that; but, ae I said, I a.m 
only in favour of their combining the two 
wherl! the societies are very small, and in tha.t 
respect I· should give full discretion to the 
Chief Registrar; let them come to him and say 
" We are .ituated in tbis way, a.nd we claim 
to exercise those power., .. and if he says" No, 
I think you are a wrong caoe," there would be an 
end of it. 

ChaiM1UJn. 
300. There is no provision in the Act for any 

procedure of that kindP-No; but as I told Sir 
Georgie Murray, I understood the Treasury; 
were going to have .ome amendment.. drafted, 
and I put ofl' further amending this Bill till I 
knew wha.t they were going to be. 

Ea.rl of Crome1'. 
. 30~. Did not some abuses arise in Germany 

under the Schul.e-Delitzsch pla.n P-That is ~ 
dill'erent thing; these are not the Schulze
DeHt.sch plan. 

302. The c ... es were a.nalagons, were they 
noH-There have been ahuse •. 

303. Of the nature which Lord Northcote 
indicatesP-No; because the Schulze-DeHt.sch 
ba.nks keep everything perfectly distinct (it is 
only the Raill'eisen societies which do other
wise). and they will not have a credit society 
dabbIinl!' in anything eloe, or a distributive 
society dahbling in credit. Their .di.tributive 
80cietiea do not take deposits a. die distributive 
societies do here, so til at that could not ha.ppen. 

Earl of Sha!te.bury. 
304. Do vou not think there .hould be BOmB 

such provision as that there .hould not ~e a. 
hiRlher intere.t than in the Poet Office Sa.Vtn~ 
Bank P-I should not like to sav that. The 
priuciple i. that the committee should act, that 
the council of insnection .hould overhaul every
tbing it does, and th .. n the council of inspec
tion reporta to tile !!,pneral meeting: 80 that 
there are two .tages of control, and then there 
ought to be a committee of inspection. 'That 
would be a tllird stage, and on the WP of the'll 
all th, Chief Resiotrar. 

305. Th~ 
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Chairman •. 
. 305. These banks under this Bill are to be 

banks within the meaning of the expreesion 
'! sl?ecially authorised" under the Friendly 
SOCIeties Act, 1896 P-Yes. 

306. I have no doubt you can tell me, and I 
do not know, does the Treasury specially 
authorise each bank, or is each bank created 
under the general authorisation from the Trea
suryP-Under the general authorisation. 

307. That is the authorisation of 1903 P
Yes. 

308. And, therefore, each one of these bank. 
must be a bank authorised by law by virtue of 
that special authority P-Yes. . 

309. And, therefore, governed by the provi
lions of the Friendly Societies ActP-Yes. 

Chairma-.continued. 
310. Rave you considered what particular 

clauleB of that Act are to apply to your bank 
and what are notP-No, there are 8 few clau .. , 
we want to exempt those bank. from. A. 
every society hBl to submit ita rules for 
approval to the Chief Registrar, he will decide 
wnether the principles are properly observed or 
not. 

311. You see that pro I_a let of rules 
(handing the lame to the toitnell) provides for 
which sections are to apply and which sections 
are not to applyP-That comes from the 
Registrar. 

312. The Registrar under the Friendly 
Societies Acta is to sav what provi.iona of tlie 
Act are to apply and what are not P-Y es. 

Die Mercurii, 15° Junii, 1910. 

LORDS PRESENT : 

Earl of SHAFTESBURY. 
Earl of CROKER. 

Lord RE:ascmrr.L. 
Lord WELBY. 

Lord NORTUCOTI!. 

Lord lUcDolill1!LL. 

Lord MERSl!Y. 

The LoRD MERSEY IN THE CHAlR. 

MR. GEORGE RUSSELL is called in; and Examined. 

Chairman. 
313. I see that for 12 years you have been con

nected with the Irish Agricultural Organisation 
SocietyP-Yea. 

314. What is that societyP-It is a society 
which was promoted by' Sir Horace Plunkett to 
organise the farmers of Ireland for businesl I?ur
poses, the main principle being to use combma
tion, w·herever combination for the purpose of 
manufacture or sale would benefit the members, 
rather'than individual action . 
. 315. How many members of that society are 
there P-The Organisation Society itself has, I 
o/hould say, about 300 or 400 members-that is, 
individual members apart.from the society mem
bers, w.ho now constitute the most important part 
of its membership. 

316. How many society members are there?
If I may be allowed to go througoh this paper 
which I have prepared, that will explain it. 

317. Perhaps tbat will be the better plan?-I 
have been for 12 years connected wiiJh the Irish 
Agricultural Organisation Society, for seven 
years having had the general superintendence 
of the work of orgauising agricUltural credit 
societies, and for nearly five years I IIl1ve been 

CJ.airman-coDtinued. 
editor of a weekly parer founded by that body to 
promote agricultura COoooperation among Irish 
farmers. The 80ciety on whoee behalf I am 
here to give evidence Das beeo in exiitence lince 
1894. It was foundedbr Sir Ilorape Plunkett 
with tbe object af organising the Irish farmers 
for businesa purpo_, and of guiding and super
vising them when organised. At the close of 
1908, .. hich is the last date for which complete 
statistica are available, al a result of ita work 
there were in Ireland 357 co-operative dairy 
associatioUB with a memhership of 42.404 
farmers and a turnover of £1,726,596.. There 
were 166 agricultural societies with a mem ber
"hip of 12,999 and a turnover of £87,045. 
There Wf.'1'll 24 poultry societies with a member
ship of 6,6QO, and a turnover of £72,595. There 
were 268 agricultnral credit societiel 'll'ith a 
membership of 17,403 and a turnover of 
£56,004. There were 67 associations with mil
oellaneous .objects with a ·m .. mbersbip of 6,483 
and a turnover of £310,138. '.Dhe complete trade 
turnover of these associations for that year '11'81 

£2,252,380,Qd the 'membership totalled 
85,939. Since then there bas b_ a great in-

'cr_ 
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crease in the number of BOCieties, and their turn
over during the present year should be close on 
£3,000,000, and the 8ocieti.,. are well over 900 
in number, and it is likely they will be increased 
to 1,000 in a few months_ I mention these facts 
to make clear that we, who desire to s .. the 
Thrift and Credit Banks Bill which was intro
duced by tbe Earl of Shaftesbury, receive the 
approval of both Houses, have a very {'ractical 
and intimate knowledge of the bU8me88 of 
farmers in Ireland, and our Buppor~ of this Bill 
is due to it having been gradUally forced on us 
that increased powers for agricultural. oredit 
societi.,. were nece •• ary to their success and con
tinued progress. I do not wish to duplicate evi
dence \:)y Mr. Henry Wolff or by Sir Horace 
Plunkett in regard to the principle. of co-oper .... 
tive credit. They are both greet authorities on 
the economic, moral and social effects of this 
peculiar form of agr1cultural co-operation. I 
can, however, probably speak with more personal 
experience than either of them of those tr()ubles 
and hindrance. in the development of these 
societies in Ireland due to the present limita
tions of their powers. I had hardly begun my 
work as an organiser of agricultural banks in 
1897 when it was forced on my attenti()n that 
legislation with Ipecial reference to, the con
stitution of agricultural co-operative societies 
waB urgt'ntly required. The two Acta under 
whioh all our farmers' associations in Ireland 
were registered, the Industrial and Provident 
Societies Act and the Friendly Societies Act, 
were devised mainly to meet tiIle requirements 
of townspeople. Itwa. found impossible to 
regilter 100leties in Ireland under either of 
theoe Acts with the peculiar constitution which 
in Europe had been found most suitable for 
agricultural communities; and which met their 
peculiar needs most intimatel):. Co-operative 
credit in the form in which R"iJfeisen, the Ger
man founder of the movement, created it, meant 
that a number of poor men, who individually 
had little security to offer to banks or capitalists, 
joined together in an association to oreate a 
greater oredit ,by their union than they could 
offer individually. Every member of these 
associations was jointly and 8everally liable with 
every other member of the association for the 
debts which any other member and his lureties 
might fail to pay. Ther were poor men, un
recognised by the capitahst as persons promising 
any reasonable security. Only the usurer would 
deal with them, and then only at exorbitant 
rates. The problem which Herr Raiffeisen bad 
to solve in the backward districts of rural Ger
many, waR how to create among the very poor a 
leourity which would be recognised by the 
honourable capitalists who would, on thi. 
&eourity, advance money at suoh moderate rates 
that there would be some real advantage to the 
borrow!'r. He solved this difficulty by basing hi. 
societies on these fundamental prinoiples: Firat, 
evel'l' m.,mber was, a. I aaid, Jointly and sever
ally liable with other members for the debts of 
the association. Second, there was a striot ohar
acter test for admis.ion. Third, the area of the 
looieti .... was limited 80 .s to ensure that per
lonal knowledge of each other among the 
members which was necessary to establish 

(0.7.) 

Ohai~ntinued. 
mu.tnal confidence. Fourth, the purposes for 
~hIch money was advanoed were inquired into 
m every caBe, and money was only lent :for 
profitable or productive purposes or to effect 
80me economy. With his associations worked on 
suOh principles, Railfeisen solved the problem 
of cheap credit f()r poor rural communities. It 
became generally recogniseD that the faith 
which was built on a number of honest men 
working together, trusting each other, 'Was 
built on .. rock, and thousands of such associa
tions sprang up over Europe, and their peculiar 
constitution was recognised as specially adapted 
fOl' communities of 8mall farmers. Hearing 
through Mr. Wolff of the success ()f these agri
cultural banks on the Continent, the committee 
of tiIle Irish Agricultural Organisation Society 
naturally wished to see whether the system 
might not prove as beneficial in Ireland as it 
had proved in Germany and elsewhere. More 
than half the farmers in Ireland are men who do 
not hold more than 16 acres. The difficulty of 
securing cheap credit was great in Ireland. l'he 
country at that time was overrun by ,Private 
moneylenders, whom we call " ~been J men. 

318. mat does "that time' mean ?-At tihe 
time we began in 1898. There were many 
strange methods adopted b:y small farmer8 to set 
money, and even the best motitutions, the jomt 
stock banks, were not always willin~ to lend to 
small farmers coming from remote dIstricts, and 
their system of three or four months' bills was 
unsuitable for the !farmer's industry, and neces
sitated renewals which were e:s.,.ensive when 
men had to bring in sureties many miles, treat 
them, and give them a dinner. The system ot 
co-operative credit devised by Raiffeisen .eemed 
exactly the thing to suit our small Irish farmers, 
but Wlhen the attempt was made to draw up ruleo 
embodying the full constitution of the Continen
tal associations, and giving to our societies the 
same powers, the founders were met with these 
difficulties. There were two Acts-the IndU8'
trial and Provident Societies Act, which gave 
trading 'power but did not permit of the prin
ciple of Joint and aeveralliability which was vne 
essential feature in the German system, and 
th~re was also the Friendly Societies Act, which 
permitted oocieties to be constituted so that the 
members could become jointly and severally 
liable for the debts of the association and could 
naturally baok each other up, but it did n~t per
mit of trading powers, and it was very made
quate in other ways for the purpose required, a8 
We .oon f()und out. 

319. Will you go on to tell us in what ot~er 
ways P-Yes. The pl'o!"oters o! cO-0p?ra.tive 
oredit decided to register theIr asSOCIations 
under the Friendly Societies Act, an~,on ~e 
application made to the :rreasu!"y, regIstratIon 
was permitted and oertam sechons of the Act 
were extended to these 80cieties, which were 
called .. specially authorised societies.:' . SD<?n 
after the registration of the first somelIes 111 

Ireland we found that this building up of a con
Itituti<~ for our aocieties out of .hreda and 
patches of an Act devi.ed for quite different pur
po_ was very unsatisfactory. It was as diffi
cult to recreate Raiffeiseniam in Ireland out of 
• IOOre of sections of the Friendly Societies Act 
'0 u 
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.. it was for the Jew8 to make bricks without 
straw. Our sooieties were no sooner registered 
than they were informed by lawyers that while 
credit societies were legally empowered to lend 
money, they were not legally empowered to 
borrow money, that there was no permi88ion in 
the Friendly Societies Act which gave our credit 
80cieties any 8uch power. _ 

320. Is that soP-I explain !how it W88 

amended later on. 
321. I do not think it is soP-We were in· 

formed 80 at the time. These associations of poor 
farmers were allowed to lend money but not to 
get it to lend. They also were in the p<lsition of 
trying to make bricks without straw. However, 
the legal mind is very inventive. Having first 
told U8 that the 80cieties as societie8 had no 
borrowing powers, they cheerfully helped us to 
deviee a plan of driving a coach and four through 
the Act, and said that if certain members of 
the societies would accept personal liability for 
moneys entrusted to them, they in their turn, 
as pr1vate individuals, could lend it to 'the mem
bers of the societies. We were to worli: on this 
plan while an attempt was to be made to make it 
legal for societies to borrow. Our first attempt 
at patching the Act was called the Societies 
Borrowing Powers Act, which was introdnced by 

I Sir Horace Plunkett, and which became law in 
1899. This short Act gave our credit .ocieties 
power to borrow money and receive deposits 
from persons othet than members, and they 
multip1ied in the poorer parts of Ireland, and I 
put in a8 evidence a statistical table from the 
Annual Report of the Irish Agricultural 
Organisation Society, Wihich shows that in 
December, 1908, there were 268 credit societies 
with a membership of 17,403, a loan capital of 
£5,123, and a turnover of £56,004. They have 
accumulated a reserve fund amounting to 
£3,620, made up of the margin between the 
interest received and paid. We had settled one 
difficulty in the organisation of these societies, 
but there wem others which are still unsettled 
but which, I believe, the Thrift and Credit 
Bank. Bill will, if passed, enable us speedily to 
remove. 

322. Do you state in your proof what the 
other difficultiea are ?-Yes. It is obvious that 
when societies borrow money at from 3! to 4 ~r 
cent., and lend it out again at 5 per cent., which 
ie the average rate of interest charged, there is 
a very .mall margin for profit. l'he profits 
mentioned above are the slow accumulations of 
hundreds of societies spread over 10 or 12 years, 
and they only represent an average of about £13 
per society. The societies do not aim at making 
profits on their loans to members, but to lend on 
such terms that the member. can make profits 
on their individual tranoaction.. This is quite 
as it ought to be, but it means that the societies 
find themselves unable to make any contribution 
which would cover the expenses of supervision, 
which is most necessary in societies of very 
small farmers, many of whom are illiterate and 
few of ",hom have any business training or 
education. 

323. Does that mean that there ought to be a 
fund for the purpose of paying secretari .. , and 
people of that kind?-Yes; I explain that later 

~ OD. 

C1wi.NNJfI,-(l{)ntinued • 
~24:. That is ~ot, as I undorstand, one of the 

pnnClpl~ of thl8 Hill. One of the principles of 
the Hill 18 that the looour neceullry, unle .. it 
beco~~ very largv, .~ould be provided 
gratwtously P-The committee are nut paid j 
only the secretary who keep. the book.. .1<'or a 
great D umber of ~e8l'8 the Irish Agricul tural 
OrgBII:isa~ion 8",:,ety pai~. the expenot'll of 
orgaru88hon, audit, 8Upervl810n, and atationery. 
It WIllI aaked for 80me time to do tboi. by the 
Departmen~ of Agrioulture, but as it __ 
necessary under our present sy.t<'1Jl of govern
ment that the economio policy of the depart
ments must assume a different complexion after 
the general election., when Sir Horace l'lunkott 
resigned the Vice.Presidency of the Depart. 
ment and Mr. T. W. Russell reigned in hi. 
stead, the subsidy was willhdrawn. 

325. What was that subsidy-how much P
It was based upon voluntary contribution •. 

326. It was a .hifting amount P-A shifting 
amount based upon voluntary contributions. It 
did not St'8m to be part of the Irish policy of the 
present Government to encourage agricultural 
co-operation. I do not mention this .im ply to 
make any point of a political character, because 
I do not want to make any claim on the Depart
ment of Agriculture, but to ahow how, when the 
subsidy which the Irioh Agricultural Organisa
tion Society received to aid them in the expense 
of supervision was withdrawn, it threw alto
gether on an association with a small and inade
quate income the entire work of supervi8ion, 
audit, and organisation of these societies. AI 
the societies themselves with their present con
stitution and powers were unable to earn profits 
large enough to allow them to make any .ub
stantial contribution to these expenses, we felt 
that the question of extension of these powerl 
had -become a really urgent matter in Ireland. 
If the societies had in addition to the banking 
powers they at present po .. ess, the )lower of 
supplying goeds to members, a power which Mr. 
Wolff declares Rai1feisen banks enjoy all the 
world over, they would be enabled to earn profill 
on this side of their husineu which are at 
present impossible to earn. 

327. Under the Industrial aud Provident 
Societies Act they could have that power P-I 
will deal with that question later on. 

328. But that is 80, is it net P-Yes, that is so. 
I think it very undesirable that the State should 
sanction the organisation of ll8sociation. under 
condition. which do not readily permit of safe 
or succesoful development. Our Irish Agricul
tural Organisation Society rt'Ceives affiliation 
fees from dairying, egg, poultry, flax, and 
other trading societies, which enables it to send 
its organisers to give help whPJ'~ required. They 
sell their butter, eggs, poultry and flax, and 
make profit. on the sale out of which they ('an 
pay for supervision and busin&88 advice. The 
agricultural credit societies alone, of all the c0-

operative associations in Ireland. are not in a 
position to be really self-sustained or truly in
dependent in the sense that they can pay for 
what they get. The communitIes they work 
among are poor.and crowded. There are many 
small loan transactions in the accounts. They 

cannot 
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cannot give any real recompense to the .ecre
taries who keep their bonks. 

329. Is there anythin~ in this Bill which will 
provide funds for paylDg secretaries P Your 
evidenoe eeems to me to point to a grievance of 
this kind-that there is no subsidy and there 
ought to be a subsidy from the GovernmMt for 
the purpoae of paying, or of affording ~e!,ns of 
paying, the people who work these SOCIeties P
No, 1 do_ not make that point at all. 1 say 
distinctly I wish to make no claim upon the 
Department of Agriculture for a subsidy. 

330. You say here: "The agricultural credit 
societies alone, of all the co-operative associa
tions in Ireland, are not in a position to be 
really self-sustained or truly independent in the 
aen.e that they can pay for what they get. The 
communities they work among are poor and 
crowded. There are many small loan transac
tions in the accounts .. They cannot give any real 
recomuense to the secretaries who keep their 
book •. !' Am I to understand that one of the 
objects of this new legislation-whether it is 
provided in the Bill or n~i. to get from t~e 
public 80me means by which there coul~ be pr.ld 
.ecretaries P-N at to get from the pubho. 

331. From whereP-It is to enable the 
societies to get powen of earning profits so that 
they may become i!ldependent. . 

332. I was pointlDg out to you ,hat they have 
those powers under the Industrial and Provident 
Societies ActP-I explain later on why we can
not use that Act. 

333. Then will you proceed P-They cannot 
altord to pay for the ai~ of an o~tsi~ bod:v: to 
ahook their work nr adVIse them In d,fficultles, 
and thi. is altogether due to the limitations of 
their pawers and to the fa?t t~at they have ~en 
forced, owing to the past IDdlfference of legisla
tor. 01' tbeir ignorance of the real problem of 
rural economy to attempt to make bricks with
out straw-tli;t i., they have tried in Ireland to 
repeat the wonderful work of the ~ontinental 
societies without the full powera whloh enabled 
the .. Continental societies to spread successfully. 

334. Have you anywohere a oopy of the rules of 
any of th""e German societies P-I have not got 
one with me, !but I oould furnish one. 

336. But have you got one at all P-I have 
not got nne. 

336. Have 'Vou ever read a copy of them P
Yeo. I ,...ad them I10me years ago. 

saT. I should very much like to see a copy of 
them P-I can .end one to you. 

:l38. (To Mr. Wolff.) Have you a conv of any 
of the rull's of the RaiiJ"isen BanksP-Yes, only 
t,hov 8re in German, in their papers. No doubt 
I .;'uld I/.t one. . 

339. (To Mr. Wolff.) Do you happen to have 
one hereP-Na. 

340. (To Mr. Wolff.) Could you bring us one 
next time P-I will write for one. I could ... t 
th.m at onr. in th. DIIP.rs. but not senaratelv. 

341. (To Mr. Wolff.) I .think I am rill'ht in 
saving t.bere i. no han.lation of tb ... e rules in 
vour hookP-Nn. I bave not tran.l.t.d thrm. 
fHr Franris Nichol.on. an official of the 
Gov .. mm.nt of Madras. h .. tran.l"b·d thl'm in 
hi. hook; h .. tron,lnted I'V." word "I them. 
but thOR. are t.he old mles. though they will 
8n.-T your purpose I daresay. 

(0.7,) 
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342. No doubt they .will. Where could we 

!:et that Report containing themP-They have 
It at the India Office. . 

Chairman.] We can send there for it. 

Witne ... ] I will give an illustration which 
.hows h.ow this linlitation of power hampers not 
only the societies but the State in its desire to 
ameliorate the economio oonditions among the 
small farmers. Theae credit societies, which are 
numeroUl in congested di.tricts and all along the 
we.tern seaboard, are practically the only 
farmers' Bssociations in these very poor areal. 
The Department of Agriculture I10me few yeara 
ago wanted to introduce a better class of seed 
potatoes in the West of Ireland, the repeated 
failures of the potato crop having forced on their 
attention the tnferior quality of seed supplied 
locally. The only other organisations they could 
work through were the unions, but these had 
very undesirable associations in the minds of 
the people. They had been accustomed to look 
to the unions for relief, and this particular 
machinery was not the most deairable to use with 
farmers. The Department approached the Irish 
Agricul tura! Organisation Society to see whether 
the machinery of the credit societies could be 
used for this purpose. We explained that the 
societies had no purchasing powers, that they 
could not legally buy seed oats, ~eed pctatoes, 
and spraying material, or indeed anything 
except stationery and books to keep their 
accounts in. However. with that cheerful dis
position to evade the law wdiich exists in all 
quarters of Ireland, even in its Government 
Departments, we very soon patched up a scheme 
by .. hich the Deparbnent lent money to the 
credit societies as societies. The societies formed 
unofficial committees which had no legal or 
corporate existence. The.e committees obtained 
quotations from merchants whoae .. ed was ex
amined and approved! by the officers of the 
Department. Then the societies found from 
each member what quantity of seed potatoes he 
required. He was given a loan to cover the coat. 
The member then pas .. d on his oheque endorsed 
to this unofficial oommittee, who pas.ed it on to 
the .. ad merchants. It was a most cumbrous 
method of doing business. It neoeasitated three 
or four visits to each society, and travel and car 
hire is very expensive in the West of Ireland, 
but it was the only way passibl,;, .becanse the 
IOcieties had no direct power of loont purchase 
for their members. 

343. When was this state of things exi.ting? 
-About four years ago. 

344. Whv did not thev register tlhemselve, 
under the Industrial and Provident Societies 
Act and then they would have got all these 
1l0w'ers P-I will deal with that question in a 
minute. 

345. I want vou to deal with it now?-I do 
immediately de';'l with it in my pr~.cis. If the 
Thrift and' Credit Banks nill bad !-n in.f?roe 
.. t the time, and the members had ,t. prOV1!'Ona 
incol'Jlorat..d in tbeir rul •• , the whole bU!1ne •• 
could have been done by corresponden~. It 
mav be asked .. hv we are not content w,th the 
power our credH ·.oeieties ha,!e .at p,:" .. nt •• ~nd 
start alongside them other soclebe. With traatDg 

c a powers 
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Chairmcm-continued. 
powen and register these under the Industrial 
and Provident Societies Act. i'here are several 
retI80ns why we do not do this. The most cogent 
reason is that it is difficult enough as it is in a 
poor and backward district to get one efticient 
committee and officers, and if we had to get 
another we would find it a practical impos
sibility. 

346. Why is it necessary to get another P 
Why will not the same committee do for both? 
-It has been suggested that the same committee 
could run both societies, but sa two sets of book. 
would have to be kept, transactions would be 
duplicated, there would be an enOrmous amount 
of unnecessary trouble, and we need above all 
things in organising small farmers to have a 
very human 8implicity and directneas in our 
methods of work. 

347. When you S8y' that two sets of books 
would 'be requisite, With which I quite agree, do rao. mean to say that if it was I)ne society carry-
109 on banking and trading, that one society 
would not also require two sets of books ?-!t 
would be one person doing it and looking after 
it. 

348. It might be, I agree, one person doing it, 
but you must have two sets of books; you could 
not muddle up the banking business with the 
trading business P-I 8gree. 

349. Therefore the point about requiring the 
.tW«> seta of books seems to me to have nothing 
'm it. Two seta of books would be' necessary in 
any case ?-It would mean double meeting. of 
committees. ' 

350. Not a bit. You can call your meetings 
:for one time on one l>CC68ion, and let the deal 
with the business in whichever order they like 
to take it-first the banking business and then 
'the trading business P-I will deal 'With some of 
the'difficulties later. 

351. You say, .. Two sets of books would have 
to be kept, transactions would be duplicated, 
there would be an enormous amount of unneces
'sary trouble"P-Yes. When farm en have 
,asked me sa an organiser why they could not do 
something which seemed to them quite the 
obvious and right thing to do, they listened with 
bewilderment and impatience to statements 
about the law not permitting tbis or that, and 
were inclined sometimes not to go on at all with 
the work. We must throw no unneoessary legal 
difficulties ~n the way of agricultural organi.a
iion.. If the members of this Committ..., know 
as I do the trouble taken by the.e small Irish 
farmers to build up their organisations, how 
they walk long miles to committee' meetings, 
canvass for members and shares, overlook 
accounts, go into cream"rv estimates, quotations. 
for'manures and seeds, all I)n bebalf of their 
neighbours, witheut ,reeeiring a lIenny.in pay
ment for tbis committee work, I believe tbev 
would share ,IIl.Y. desire to remOVe any legal 
'obstacles to the development of this work. which 
i. coming more and more in Ireland to be J'&o 

'gal'dpd as the salvation of the agriculturiRt, It 
would in the majority of districts in the West of 
Ireland be quite impossible to get people to run 
two Bocieti ••• one a credit eociety and tbe other a trading society, together, so wti ask for powe1'8 
of joillt, pur.chase to be given to the aistillg 

C1wB~ntiDued. 
credit associations. I may mention that an 
attempt waa made in the West of I ... land, after 
I had started a bank. to .tart • trading IOciety 
in connection with that, and it waa the complica
tion in doing the bu.inees which forced me to 
realise that tbe thing was impo"aibl_that it 
could not be done. 

852. I shall want lOU later on to expand that. 
b~u~e the very object ~ thil Bill is to enable 
SOCieties to be formed which can do both branches 
of bU8ineea. and if as you say it introduOOll luch 
confusion and complication that it i. not fr
tical. then I do not know what the uae 0 the 
Bill js P-I will be ready to g«> into that. I 
have read through carefully the varioul olaulos 
in the Thrift a.nd Credit Banks Bill, and believe 
it will enable us to perfect the organisation of 
our credit IOcieties in Ireland. Wihere they are 
imperfeot at present, it is mainly due to the faot 
that they have not th""" powers now, have no 
po~r of earning profitl, no capacity to aubscribe 
to the funds of a central in8tituhon. and the 
Irish Agricultural Organiaation Society is not 
...,..lthy enough to overlook their work. 

353. Stopping tbere for a moment, I under
stood from Mr. WollI that one of the objects of 
these societies-it seelDl odd you know-is that 
they should not earn profitsP-The objects of 
the banks in their banking department il not 
to earn profits but to lend to members at low 
rates of interest. 

354. If they earn profits in their trading as 
distinct from their banking--I do not know why 
on principle there Bhould be a distinction-the 
profits as I understand are distributed amongst 
the purchasers P-I will deal with that question. 
The Irish Agricultural Organilation Society is 
not wealthy enough to overlook their W'Ol'k as it 
ought to be overlooked for several ,ear8 until 
the associations develop a good tradihon of busi
ness and begin thoroughly to understond and 
practise the principles embodied in tbeir rul ... 
I would suggt>st one amendment to the Act as 
introduced. Clause 2, Sub-Section (J) run. as 
follows: .. That the .urplu. derived from luch 
trading shall be di.tributed among tbe pur
chaser.... I ~onfe.s I do not like these impera
tive .. shall •. " I do not see why it should be 
imperative on the society to divide any profits 
made this wav. I do not see why they .hould 
not be allowed, if they please, to vote ouch pro
portion of their profit. as thev "honae to tbe re
serve fund of the credit aociety. We aim above 
all tbings at getting a re.erve fund. The 
strength of the reserve fund i. a ~eat induce
ment to depositors to come in. Now, if it fell to 
mv lot to recast the rules of credit societies aftel' 
th'is Act is passed, I would have inserted a rule 
stating that at leas! 1/j or 20 per cent. of the 
profits in tradinllt ,hould be carried to the reoerv
fund of the credit society until that reserve fund 
was equal to half tbe' deposits or borrowed 
capital. 

Earl of CrOfMf'. 
355. That is wbat is done in the Raiffeioen 

system, is it not-the Burpl'" lit""" to re.,,"eP
I understand 80. If tb il section i. r.llowed tn 
Btand as it is. t\le reserve fund ."ill, al before, 
be fonned onT,! from the emaU lDargin betw"". 

~, 
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. Ea.rl of Or07Ml'--continued. 
the intereat on money:borrowed and the intereat 
on money lent, and th,a mounts up too slowly at 
present to seem to depositors any real guarantee. 
I hope the Members 01 this Committee will bear 
my objeotions to this section in mind. I regard 
it as a most important point. The Bill H it 
Itands I think IS otherwiae perfect from our 
point of view. I would like to, aee the power· of 
reoovering loana up to £10 in Petty Seasions 
rather than have lIhem go to the County Court. I 
believe the loan fund ,ocieties have this power 
in Ireland, and I do not see why it should be 
withheld from credi1t societies. But I am not SO 

much concerned with this as with the actual con
ditution of the societies, for, luckily, our 
societiea have not often found it necessary to 
proceed against their members. But I would 
like to make it easier for societies to recover 
moneys due to them. 

Clu.irman. 
356. Will you tell us quite shortl, what the 

advantages are which you think thiS Bill will 
lecure, and which are not available under the 
law as it at present existsP I want to take them 
down one by one P-T\le first point is that the 
societies Will be able to earn larger profits than 
they do at present. 

357. WhyP-Decause of the powers of trad
ing. 

358. All y<>u mean then ;. that tqis Bill 
enables a bank and co-operative trading society 
to exiat under one root, so to speak P-Yel. 

359. Why ia not lIhat advantage procurable 
,under the Industrial and Provident Societies 
ActP-Because, as I explained earlier, we can-

· Dot, under the Industriaf and Provident Societies 
Aot, get the peculiar constitution of the Raf-

· feilen Banks-tbat is, the power of joint and 
,aeveralliability for ~he debts of the association. 

360. ThenJou agree with Mr. Wolff to thia 
extent, that' you coulcll get uulimited liability 
under the Iudustrial and Provident Societies 

· Aot, one of your objects would be attained P
Yea, I think if we had had that power under 

· that Aot we would never have asked for any 
chang.s. 

361. That is what occurred to me. Mr. Wolff 
told UB the other day that in his opinion, if he 

'eould only secure incorporation flUS unlimited 
liability, the present machinery 0 the law would 
be auffieientP-Certainly. I quite agree with 
him: 

362. You take that view tooP-I take that view 
also. 

363. Then it seema to me that a very ainlple 
alteration of the law-as.umin~ it to be a good 
and oo.irable alteration~ould be advocated, 
ahd probably advocated suecpS,fully. I do not 
express any opinion about that at ll~es.nt. But 
doe. it Dot come bark to wbat Mr. Wolff says:
.. Give ua power to incOl'porale a aociety with the 
ioint businesa of banking and trading with un

,limit .. d liability, and that is all we want "P
Y el. that is all. 

364. That ia wbat I thought he meant. If 
'Vou will all"" me to do 80. I compliment you 
ullon this proof. whiah I think is Pl<trPmely in-

· telli~nt and iniellilrible. Having a.ked that 
· question, I 410 Dot thhlk I want to ,..1> you an1 

Chai1'"/llan--continued. 
more. If you get those two things, that is all yon 
wantP-'l'hat is all I require. 

365. Because a great deal of what you talk 
about iu this proof of yours can be aeoured by 
the rules whiCih could be madeP-Yee. 

366. But in 'your opinion you do not secure 
unlimited liabihty and incorporation without the 
help of ~he law as distinguished from the rules P 
-That IS so. The reason we require unIinlited 
liability in Ireland is that there are very small 
farm~rs, an~ it is the only means of creating a 
secunty whICh would be recognised. We take, 
every precaution in our rules to prevent that 
power of unlimited liability being misused, be
cause the members at their general meetings fix 
the limits to whiCih the committee may borrow 
money on their behalf, and that is discussed at 
each annual general meeting, and the committee 
cannot go beyond this limitation of borrowing 
powers fixed by the members themselves. When
ever a bank, 6 depositor, the Department of 
Agriculture, or the Congested Bistricts Board, 
are lending money to these societies, they ask to 
see a copy of the resolution of the members· at 
their annual general meeting, empowering the 
committee to pledge the united credit of lIhe 
association to that extent. So that there i. a 
safeguard against any reokle .. us. of the power. 

367. I am told that Mr. T. W. Russell. is 
antagonistic to these banks. Is that 'trueP
Judging from his actions. I should say so. 

3GS. Do you know why P Speak quite frankly 
to us, because we are gOing to hear bim, and I 
should like to know from you, who take a dif~ 
f .. rent view, what, according to your idea. ia in 
Mr; T. W. Ru.sell's mind, .and what is the 
answer to it, whatever it is ?-I£ I am to answer 
that question I .-hall have to go into a survey of 
Irish politics. 

. 369. Then I will not ask you to answer it P
Briefly, I 'believe it i£ a political opposition to 
the move'!'ent organised by Sir Horace Plunkett; 
,but if you wish to ask me any 6ther questions, 
not about his motives, I am quite willing to 
answer them. 

370. I do not ask about his motives, but about 
his reasims, which I think are different things? 
-Those are locked UP in the secreoy of his own 
mind; but it seems obvious to me ;"t is political 
hostility. 

Earl of ero_. 
371. A few questions about hoW' you originally 

get the money for tih.se various l.anks. I under
stood-I am' not sur~ if I understood rightly
from what Mr. Wolff said the other day. that in 
the original starling of hanks he relie.J a good 
deal upon purely pbilanthropic efforts-that he. 
I think he said. boped that the squire and a few 
other wealthy men would provide the money in 
t,he fi .... t instance. Then it was pointed out tliat 
the squhe would have nothing ~o gain .tiy it, and 
though he might very likely gl!e a p:~ft: at the 
lame time he millht verv posslblv dlshke th" 
idPB of giving a .. ift and a •• uming" an unlimited 
liability for all the debts of tbe hank. Has that 
aopect of the CRse been brou"ht before you P 
You understand mv pointP-I do understand 
vour point. The depositors need Dot become 
p!embefS of the associatiou. A wealthy ~"n 

mlgh~ 
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Earl of Oromer--oontinued. 
might very easily lend money to one of these 
associations, but not become a memher himBelf. 
I have. f~und. in Ireland that the wealthy very 
often lom WIth the poorer members, and in 
many cases the local landowners have been very 
friendly to the movement. In the case of one of 
the earliest banks I started in County Mayo, I 
spoke to Mr. Pratt, who W8& a large landowner in 
Mayo, and he asked what interest thel would 
give. I said: "3 per cent." He said: • I have 
£300 or £400 lying at the Bank at Ballina, and 
if I can get 3 per cent. on it I wiII W'ilIinglr. 
lend it, as I know these people are quite honest. ' 
So at the starting of the society he helped and 
became secretary for some years. It has been 
a suocessfu! usociation, and never made a bad 
debt since it began, and I think there is a reBerve 
fund now of over £100, accumulations' of the 
small margin between the interest on money re
ceived and on money lent. The members, lind
ing their local landlord was satisfied with 3 per 
cent. and thougM it good interest, began to 
wish to get it themselves on their own money, 
and began to pay his money back, and now I 
think it is all their own money on deposit. I 
have the details of that bank. tf you would like 
to know the details of the transactions of any of 
these 80cieties, I 'have them here in thia Table. 
The Bank of EImiscoe, with 268 members, had 
a loan capital of £50, I think, from the Con
~stecl Districts Board. There waa £466 on 
deposit from very small farmers, men with hold
ings of from " to 10 acres. 

Chairman. 
372. They use it as a sort of savings' bank P

Yes. 
Earl of Cromer'. 

373. Has the money usually been got from 
a feW' wealthy local men-the squire and 
others-or from any local bank? - From 
three. sources-the Department of Agricul
ture or the Congested Districts Board 
have lent small sume of from £50 to 
£100 to a number of these banks. The second 
source from whioh we draw is the Joint Stock 
Banks, which are not at alI unfriendly to us, and 
they are willing practically allover Ireland to 
lend money on overdrafts at 4 per cent. That 
enables the society to lend out to its members at 
Id. per £ pel' month, which is a popular rate of 
interest. '.l1he banka are not unfriendly. A 
director of the Bank of Ireland told me that he 
thought our societies should spread, and should 
do what he called all the retail business in cash, 
and the large banks ou~ht to do the wholesale 
business in lending. Another bank manager 
told me it would be cheaper for his bank to lend 
money at 4 1'er cent. or 3 1'er cent.-saV-£I,Ooo 
-to one of our associations than to lend it at 
10 per cent.. in a number of small loans-say £2, 
£3, £4, or £5-and keep a clerk to look after 
the accounh. 

374. What capital do vou j!'ene1'811v require to 
starL one of these small banks?-The smallest 
capital I know wa.. £!l put in bv a Catholic 
curate. I think in this societv now they have 
£700 or £800. They proc ... d~d on the plan I 
advised. I advise thl'm simply to hegin little by 
little, tIJIil not tq borrow an.,. mone.,. that t~ey 

' ..... 

Earl of Cromer-continued. 
!",uld not samly lend. So the one who .tarted 
It. went round among his friends and got pro
mlsel Clf depOtlita if required, and when the lint 
l~ was asked. for he went to tbe fint of bi. 
friends who put in .£3 as a deposit .to cover that 
!oan; He began in that way very alowly ,work-
lUg It up. . 

C Ioairma ... 
.375. I do no~ understand tbe provilion in thiS 

Bill for what 18 called a Central Bank There 
is no provision in the Bill for such 8 thing but 
~u~h !' thing is referred to, and we are told' that 
It 1. I!'tended to be in the Bill. What is the 
nacesllty for itP-The neoeslity of it i. to act as 
a kind of clearing-house hy whICh ,men local 
s~i~tiel have got. more money th~n they can 
utillse, aDd depOllta come in too rapidly, they 
c~ tr~ns!er lome ~ the central orgsDllation, 
whlOh In Ita turn Will lend it to societies which 
have not sufficient capital. There ar~ numbel'l 
of societiel at present with more money, and 
offers of more money, than they can ntiliae them
selves, and they have told me they have had to 
refuse offers of deposit; but if we had a central 
bank we courd help the very poor districta which 
have not sufficient capital. I also think that 
it would be ealier for the Joint Stock Banka or 
capitalists to deal with a central bank than to 
deal with the local banks. 

376. Certainly it would P-It would save them 
8 great deal of trouble in overlooking the 
acconnts of distant associations among the hills 
and bogs. 

377. You would regard the centrol institution, 
as it i8 called, as 8 meanl of distributing the 
money in band over a larger area than tbe local 
credit banks could distribnte it overP-YeJ; I, 
should say a central bank would sel'Ul this pur
pose: Lt would, if well organi ... d, with 8 

few representative men whom bankel'l 'Would 
trust, enable our small al.ociations to tap more 
securely the capital in our Joint Stock Bank. in 
Ireland, who would probably more willingly 
treat with a central bank. 

378. There is. I suppOfle, all over Ireland a 
network of local banks P-Ye •. 

379. Branches of different Irish Banks P
Yes. 

380. What oecuned to me was that these local 
panko might be able to do that work without 
creating new banks to be called Central Institu
tions?-There is just this trouble. Bnd it ia the 
one point of jealousy. that Ol1r banks wish to take 
deposits and the .Toint Stoek Banks also wish to 
Itet deposits. We pay more to onr depositol'l 
than they do. They pay 1 or It pcr cent., and 
our banks pay 3 and sometimes 4 per oent. in 
poor districts. • 

Lord Welby. 
381. Tben I understand that with regard to 8 

central bank your pOllition is this: If there is no 
central bank 'the small 80cietv will be in direct 
commnnication with the loeal bank. If a oentral 
hank came in 'iwtween, that central bank you 
think would be ahle to get mooey from the Joint 
Stock Banks on hetter t .. nns, and would be ar.le 
t<> be the -tJ.io\ributnr of that money to the 
differellt small eocietiesP-Tbat i. so. 

382. B1 
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Lord Welby-oont.inued. 
382. By that meanl you would get what I may 

oall a larger competition for the funds .p-Yes. 
38a. And the seourity of the Centraf Banking 

Institution woUld be better viewed than that of 
what I call the small parishbanksP-That is, of 
course, our hope. One can never lay in Ireland 
what view a bank will take upon a matte\o° of 
that kind. But I think finally they would come 
to l'Ilcognise thil ... the commonsense view. Be
fore they understood the purposea . of thele 
mutual ... sociatioos, they viewed them with a 
great deal of luspicion; they thought them 
rivals starting up. I think the most intelligent 
of the bank managers I have spoken to now 
realin that our societiel would be useful agente 
to enable them to utilise their capital and tap a 
kind of customer whom hitherto they have not 
touched in the country, that ia the very email 
farmer. 

384. The Chairman put the question whether 
that could not be done by the local bank as well 
... by the central bank. That work of distribu
tion woUld perhaps hardly fall within the func
tions that a local bank would undertake P-Of 
course, it could be done, but I prefer finally to 
see a central bank doing it, because I mistru3t 
the other banks in the event of our societies get
ting deposits. I do not know what they would 
do then, and I would like to have a reserve in
Ititution in the case of their hostility to our 
taking deposita. 

CAairmtm. 

886. You may make the local banks hostile to 
your movementP-They are not hostile at 
present. 

386. But you may make them 80. If you 11:0 

tapping 'the sources of their deposits they will 
not like it II bit P-N o. 

Earl of SAaftu'bury. 

387, On the question of a central bank, is not 
the idea of instituting these central bankS to 
provide for an improvement and a still greater 
safeguard by a joint board of managementP Is 
not that rather an essential pointP-Yes. 

388. We desire to see plenty of inspection with 
regard to these co-operative oredit societies, and 
dOel not the mere fact that you have a central 
institution, and a joint board of management, 
provide a greater safeguard P-Yes. I under
.tand in Oermany-Mr. Wall! oan correot me if 
I am wrontr-that central banks have agentl 
who IUf,Prvlse the worki~ of the local locieties. 
It wou d be an addition cbeck. Some of the 
provisions in this Bill, I think, are mainly for 
the benefit of the English societies. and there 
are somp we are more anxiou. about in Ireland. 
I 8m not quite sure whether we can start a 
cpntral bank in Ireland at present. We have 
thou~t of it, but as long' 88 the joint stock banks 
are friendly there is not the same need. 

C1lairmtJn. 

389. Speaking for my.eIf, I do not _ what 
YOll want any legislation for at all for the Pllr
pose of .tarting a central bank. You may start 
d under the Companie. Acts; you only require 

Ch,airman-continued. 
seven 8ignatories, and it is done P-W e do not 
...k for power to start a central bank, bllt for 
power to enable our societies to contribute to a 
central body, which is a diJfel'llnt thing .lILa
gether. 

Earl of SAafu.bury. 

390. At the present moment these co-ope ..... 
tive societies work through trustees under the 
Friendly Societies ActP-Yas. 

391. The advantages of incorporation. arp 
asked for in this Bill, and I think some of us 
,would like to know in detail the disadvantage of 
working through trustees and the advantages to 
be gained by having a corporate seal of their 
own. Could you explain that in a few words p
I have never found any disadvantages myself 
from having to work through trustees. Our 
localsocietias, if ever they have to prosecute any
body, instruct the secretary or the trustees to get 
a solicitor to do it. I have never found any dis
advantage myself. I do not know how it may be 
here in England with these societie •. 

392. You do not think there would be mucA 
advantage in pressing for incorporationf-I am 
not particularly concerned about it. It is the 
trading powers and unlimited liability wbich 
are the central points with me. I would not like 
to say anything against the idea of incorj!oration, 
but-I have never found any need for .t myself 
in Ireland. 

393. The questioo has been asked. where does 
this loan capital come from in starting these 00-

operative societies P .Am I ri~.ht in thinking 
that the majority of these SOCieties have been 
started upon a loan from a joint stock bank P
The great majority of them at present are started 
in that way. 

394. Then 'the committee of managempnt 
is composed entirely of the local farmers in the 
dietrictP-Yes, there may be a clergyman or two, 
or a schoolmaster, or some person of that kind. 
We try to get .ome person of more education 
than the average farmer, and, generally speak
ing, the Protestant or the Catholic clergyman, 
or the doctor or national school teacher, are 
members of the committee. 

39&. Tbe local joint .tock bank finds in the 
comDination of thiS class of smaH people suffi
cient security for issuing a loan P - Yel. 
Hitherto, so far as I know-and I think I .hould 
have heard of any prosecution-no joint stock 
bank in Ireland has had to prosecute any of 
these .ocieties for non-payment of their loans. 

396. The societies are formed in spite of the 
fact that in many instances there is no local 
malP'ate or oquireP-Yes, I know one case where 
agriCultural labourers formed a bank. and .the 
Bank of Ireland lent them money on overd~t 
at 4 per oent. I think there were about 60 agn
cultUrallabollrpre, and the preaident was a stone
mason, the secretary a carpenter, and they held 
their meeting. in a carpenter's shop. 

CAa';""'-. 

391. What was the object of that societyP
To help agrioultural labourers to buy II co ... or 
pig or help them in their Imall plota. 

, 398. All 
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Earl of Sluzftubu.-g. 
398. All their transaAJtions were small P-The 

transactilmB vary in .ise. In the West of 
Ireland the average loan would be about £3 or . 
£4. In di.trict. like Wexford, Louth, or 
Armagh they might go up_to £10, .£12, or .£14 
on the average. In the West of Ireland the 
farmers might want to buy a couple of young 
pigs, or manure-u bag-Btuff," they call it; and 
elsewhere they want COWB, or some larger tran.
action; but none of the tran....,tion. of Irish 
farmer. would be considered anything but .mall 
by English farmers, Decause the area of the farma 
ia so small 

399. I am ~ight in supposing that these banks 
are very often started Wlthout any deposit capital 
at a.!1 P-Yes. 

400. But deposits are encouraged?-Yel. 
401. .And it 18 not necessary for the committee 

of management to have any moneyed member on 
it?-No, it i. not necessary. 

402. The combination provides the neces.ary 
oecurity?-The loca.! joint stock bank, when
ever an application comes from a credit society, 
inquire into the list of members, and if they 
think that among them there are men quite good 
for the amount asked for, they therefore lend it 
to the committee. 

Earl of O .. fYtTIeI'. 

403. 'Entirely on personalsecurity?-Entirely 
on personal security. They take the personm 
security of the committee. who they know are re
insured by all the other members of the society, 
and they have regarded that hitherto as amp1e 
security. 

404. Have they had good reason to believe that 
that confidence is justified ?-They have been 
lending for a considerable number of years, and 
there are no people more suspicious than bankers 
in country districts with small farmers, and you 
very rarelr read in a local paper of any prosecu
tion by a Joint stock bank of any borrower. 

405. Most of the money has been advanced by 
joint stock banks, and not subscribed on philan
thropic grounds by the landlord l>r other local 
man P-Very little of it indeed in that way. 1 
should say one half are looal deposits and the 
other half, excluding the .ums lent by the De
partments, are overdrafts from joint .tock bank. 
or loans. 

406. I suppose in the case of tho.e whioh have 
to rely on subscriptions, it would very often hap
pen that many of the village. are on one estate, 
and there are several banks on the estate to one 
landlordP-That might be so in Mayo, where 
the societies are very thick, or in Galway. 

407. But not generally?-I do not think they 
are thickly enough created in Ireland at "r&
oent. You oan see that from this reprinted list 
of accounts of all the banks in every counlr in 
Ireland, and their transactions (luztuJ.ing In Q. 

docuof/umt). 

Earl of 8luzftubu.-g. 

408. Have you any reason to doubt the 
financial position of these banks in Ireland sO 
far 88 you know at this momentP-I have no 
reljliOl1 to doubt their financial position. Of 

Earl of SAaftMnwy-conLinued. 
courae, nobody can reaJly 10 perfec~ any kind of 
organisation that there will no~ be failurea in 
it. The ordinary private trader faill from day 
to day, and I luppoae there must be a certain 
percentage of our oocieti ... which do not work 10 

periectly 118 others, but I do not believe any 
money would be loat by a depositor or by the 
State or by a joint stock bank if ther. appealed to 
the Organi8ation Society to Ulll Its Influence 
with the localsocietiel for the rel"'yment of any 
money they .had borrowed. 

409. Then anythiog that was wrong you 
would not 8ay was the fanit of the syotem, but 
rather the want of knowledge among the com
mitteeof managementP-Yea, we really want in
spection. It CIInnot be too often imprea.ed upon 
those interested in legislation on thil matter that 
our Irish farmers are very, very email farmers, 
very backward, and very un busine •• -like. They 
are elderly men, the heads of families who have 
not an:y experienoe of busines., and they require 
superVI.ion for a certain number of years to get 
them on the ri~ht track and to create a good 
tradition of bUSiness. We find once theI begin 
rea.!ly to understand the meaning ol mutal 
liability, the character teat., and the purpole of 
the loaus, they work very well and need very 
little except an annua.! audit, but it is very necel
sary, e.pecially 011 the Weat Coast of Ireland, 
and in the very smaJl communitiea, to have a 
.upervisinlf bod" and since the State has with
drawn the .ub81dy I fear it ia nece.sary to 8"t 
Bome mean. by w hioh the.e .ocieties oan pa:!, for 
Bupervision, and the only way il by giving them 
the power of earning rather more profits than 
they can earn at present. 

410. On the que.tion of officers, of course, the 
committee are luppo.ed to entirely manage their 
own al1'aira in theoe co-operative credit .ocietiel, 
but the system provides for one officer, a secre
tary, who has nothing whatever to do with the 
handling of the money, bnt who supervi.el the 
account.?-Yes. 

411. I gather that theoe co-operative credit 
societies in Ireland atlreoent have not been Bbl. 
to make sufficient, an have not had the whe-. 
withal to pay a man of this character a •• ecte 
taryP-A few of them, which have been e.tab· 
lished for a long while and have got local 
deposits, have been able to pay their secretary 
something, but there are very rew who can do 
that. 

411·. You can say that a secretary is reali,,, 
vital neces8ity P-A good secretary i. a Tltal 
necessity, and unles. you pay a secretary it is 
very hard to ask him to live Recurity and t.t' 
treat him really as a pai employee who may 
be ordered about. 

412. ·If the societv had trading powen B8 well. 
they would make 8ufficient profit. to enable them 
to pay 8ecretaries P-Ye" they would, and that 
i. mv point. They would be able to pay a good, 
efficl~mt, business man to make it worth hi. 
while to devote his attention to working up fhe 
.• ociety. 

413. You advocate an amendment in the Bill 
in Sub-Section (1), of Section 2, which prOTide, 
.. that the Burplus derived from euch trading 
shall be di.triliuted amongst the purehaoers ':
you advocate·:m per cent. of those profit! beIng 

put 
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Earl of ShafteBbury.-continued. 
put to a reserve fund P-If the Act permitted it 
I certainly would make a provision that 16 to 20 
per cent. of the profits should be put to reserve 
fund automatically until the reserve fund almost 
equalled the deposit'" 

• 
Chairman. . •• 

414. I do not know why it cannot be done at 
present. The Bill migbt probibit it if the Bill 
became law, but assumin!\, the Bill does not 
become law in that connectIOn, I do not see wby, 
under the rules, the profits cannot be dealt with 
in the way you sayf-In the present rules of 
our Bociehes it is so diealt willi; but this sub
section in the Bill may be a hindrance to that. 

Earl of Shaftesbury. 
416. If this percentage of the profits goes to 

the reserve fund from trading, is it known that 
if these societies are wouud up that reserTe fund 
i. not to be divided up amongst its membera?
Yes. 

416. That is one of the great principlesP
Yes. it is. 

417. And the money is then to be gi\'en to a 
local object, or somethi~g of that sort?-;-Yes, 
you might. start a rural hbrary, Dr sometbmg of 
that soFt. 

418. You do not think such a I?ercentage of 
these trading profits would disappomt the mem
bers, and they Wtlu)d conSIder th~msel\'Os 
entitled to a share of ItP-I do not tlunk they 
would mind that at all. 

Cha.iMlUJn. 
419. The great object of co-operative trading 

i. to get your goods as cheaply as you can ?-As 
reliable and of as good qualIty as you c~n. 

420. As c.b.eaply as you can-that IS tD say, 
pr!tpt'r goods at a :reasonable price P-Yes. 

421. You can only secure that by distributing 
the profits, because if this sooiety made very 
large profits and did not d·istribute the profits, 
,\,ou would be paying a very large price fDr your 
~d. P-The method of the small trader in the 
Wes" of Ireland occasions great expense to the 
omaB fermers there.. . 

422. Lord Shaftesbury asked you a question 
abo"t the solvency of these banks. I suppose 
it has never arisen so far that anyone of them 
has been wound up and extinguishedP-We 
have ourselves wound up one or two of them. 

423. Have tl,ey been insolventP-The onea 
we knew about paid their debta. 

424. If they paid their debta that is what I 
call being solventP-They were solvent. They 
paid all their debta to their depositora. 

425. Is there any reason to slIPtose that if 
through any panic or anything of tint kind de
positors were to call in their money all over Ire
land theae banks would come to· an end and be 
insolventP-'\\'e are much wiser I Hlink than 
the average joint-stock bank because when we 
take a larjte Bum of money we insist upon 
notice of withdrawal. and the length of notice 
of withdrawal depends upon the sum of money 
advanced. 

426. What is the usual length of notice P
(0.7.) 

Chairman.-eontinued. 
For sums like £5 or £10 a fortnight's notica is 
sufficient. 

427. That is a very short noticeP-When it 
is increased, say, to £50, they require three or 
four months' notice sometimes; but the societiea 
which work on over-draft take care always to 
have a sufficient uncalled over-draft to enable 
them to jlay a depositDr at once on call. 

428. You mean to say that thea. small banka 
in Ireland arrange with the local banks to have 
an over-draft which they can avail themselv .. 
of in case of necessityP-Yea. 

Lord MacDonneU. . , 

429. in connection with the system of trus
tees and the system of incorporation, if you pro
ceed by the method of trustees, will the trustees 
always be members of the association ?-They 
are not always, but they may be. 

430. Will.the joint and several responsibility 
of the association, or of the bank, be available 
to protect the man who advances money to trus
teesP-Yes. 

431. Is that a principle" of the banks at pre-
sentP-Yes. . 

432. Is the joint and several responsibility 
of the members of the bank available ?-It is 
available. 

433. Have you ever found tbat there was an 
unwillingness on the part of banks to work 
through trustees-any sort of jealousy; or any 
sort of suspicion P-No. I have not found any
thing of it in Ireland. 

434. So that you see really no great advan
tage in favour of incorporation as against the 
system of trustees ?-I have no feeling, from 8n 
Irish point of view,. on this subject at alL It 
may be quite different in EII~land. I would 
not like to say anything against it, becallse if 
those who drafted the Bill had this in mind 
they must have had reasons for it. 

435. Was it not your idea that the central in
stitution should be concerned with financing 
the local banks-that they were to receive de
posita from local banks, and assi.t local banka 
that were in need of moneyP-Yes. 

436. That was the main object for such an 
institution P-It would act as a kind of .clear
ing,-house between the' banks. Those having 
too much money and not knowing how to lend 
amongst their own members could pass it on_ 

437. Was there any intention of enabling 
those central institutions, as you call them, to 
take deposita from the outside public, and ill 
such a way come into competition with the ordi
nary joint stock banks throughout the countryP 
-We have not in Ireland considered that ques
tion yet, because as long as the joint stock 
banks are friendly to us we do not WIsh to start 
any rival institution. At present they allord 
our co-operative societies in Ireland money on 
over-draft on very reasonable !erms. They re
cognise the co-operative principle and the 00-

oJlerative society, and they lend at 4 per cent. 
438. A. the chairman pointed out. if yoa 

. tap the same source from which the joint stock 
banks get their business, you will immediately 
come into collision with them. The iden, .. 
far as I can underatand, was that the .. central 

D . institutions 
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institutions were to be repositories of the sur
plUB of deposits in the local co-operative banks, 
and that they were to receive the profits from no 
other source ?-I think we could explain to the 
bank directors that we really should not hurt 
them, because I think most of the deposits our 
banks get are withdrawn from the Post Offioe 
Savings Bank, and we would really tap a class 
of depositor whom they do not touch very 
much. 

439. Are you aware that at/resent Bome of 
the joint stock banks in Irelan ,especially the 
NatIonal Bank, have laid themselves open to 
receive very small deposit&-in some instanoes 
2d. and 3d. a week, and so on-from people 
throughout the country?-Y es, that was a late 
move of theirs, and I think it was due. to the 
fact that they thought our societies would take 
that kind of business. The national Bank' is 
not the only bank in Lreland doing that. 

440. But have not they been very successful 
in that way, and have not they in infinitesimally 
small sums reached a very large total ?-I could 
not say to what extent they receive deposits in 
that special way. 1 do not know whether !.hpy 
keep or publish any separate accounts of them. 

441. 1 think you may take it from me .hat 
they have been successful so far .. If you laid 
yourselves out to receive deposits generally, 
and did not restrict yourselves to receive de
posits from your co-operative banks alone, \·"u 
would bring yourselves into immediate col
lision with the joint stock banks?-We J.:.ve 
not made al'. ,ffort to start a central bank y~t, 
and have not considered this <;Iuestion; hut we 
should consider this question If it did "me. 

442. Have you found the joint stock banks 
treat you considerately iii making advanc"';?
Very considerately indeed. 
. 443. You supply a· clientele which it pays 
them to deal WIth ?-Yes. 

444. And you do a very useful class of work P 
-We obtain a class of customer which they 
have not catered for. In the case of Belmullet, 
40 miles from. Ballina-all that vast area there 
-the small farmers could. formerly only get a 
loan by going to a local trader or the parish 
priest and asking him to be a surety, and some
timeMhey do not like doing that. 

445. It is a fundamentalvrinciple of the sy&
tem you have explained to us that each of your 
banks should be small 1'-Yes. 
.. 446. To consist of merely the people in the 
neighbourhood ?-Yes. 

44T. The criterion being that every member 
is acquainted with the otherP-With every 
other member. 

448. And acquainted with his circumstances? 
-Yes. 

449. It is also essential that if a loan is 
granted it should be seen that the loan is spent 
upon the purpose for which it is granted ?-Yes. 

450. If that be the CRse, if your bank is small 
and your society is small, consisting of. sav, ,50 
and not more than 100 people, is it not essential 
for the succees of your scheme that vou Should 
have a central institutic>n in which the surplus 
of such a bank could be deposited for the purpose 
of financing the necessities of the smaller bank.? 
-I would not like.to give any opinion upon the 

Lord .MacDon"ell-contiuucd. 
question of a central bank, from an Irioh pwnt 
of view, at present. I do not wi.h to arou •• the 
ho~tility of larger banka by suggesting BUcb a 
thlDg, as long as. they treat us 88 fairly al they 
have treated us at present. 

451. But would you arouse their hostility if 
rou restricted your operations in the central 
lDstitution to the reception of lurplul deposita 
from banksP-No, 1 do not think so at all. 

452. The criterion being that the money 
must have come from these organisatjons, and 
that it is to be apent upon these organisation.-
that i. what you meanP-Y.s. . 

Lord Wtlby. 

453. That ohject would be attained if you 
elilninated the name" bank" P-Yes, it would. 

Lord M acDonneU. 

454. Would not you .av it is a highly desir
able object that all these bank, ahould finanee 
themselves, and should not look to capitalists or 
the State for the capital with which to carry on 
their bUliness P-I certainly would prefer to lee 
local money used in the societie., rather than 
either the Joint .tack hank. money or the State 
money. 'Wben 1 organised them I advised them 
first of all to try and get local deposita, and if 
that failed to try and get an overdraft from a 
neighbonring bank, ,if there was one, aud in the 
very last r.sort if necessary to al'P"al to the 
Congested Districts Board. or the Department, 
for 8 small loan at the beginning. 

455. Would not you say that the lucce .. of 
these bank. as co-operative banks might be 
measured .by their independence of State con
trol altogetherP-Do you mean State control or 
State aid? 

456. State aid P-I think so. I would like to 
see the bank. without any Government aid 
whatever with regard to deposits. But it 
may be necessary in the very poor districts, luch 
aa we have in Ireland, to get some aid of that 
kind. 

457. Would not you think. having rpgard to 
the great advantage8 that these 8mall credit 
societies confer upon the country, tbat encb 
aS8istance as bearing the cost of audit, bv an 
indep~ndent auditor, of these various societl •• i& 
very little to ask from the admin iltration of the 
cOUntryP-I think it i. very little: but I would 
like to see these 8ocietie8 abflOlut<-ly ind.pendnt 

. of State aid, and that anv aid givon at the pre-
s~nt time to these a8oociation8 sbould he .. ith 
the distinct object of finally ~abling them to 
become independent. There i. a great deal too 
much paternaliem in Ireland. 

458. Do vou think the .. mplovment of a State 
auditor wmild confirm the memb.r. of the banks 
in their belief in the 8tabilitv of the bank.~-:
The auditors in Ireland a t present are pubhc 
auditors appointed bv the Treasury be<:/luae. as 
I understand, they have ....oei .. ed inforDIBtinn 
that these men are reliable auditorl. What 
vou refer to is secured at prelM"Dt by the fact tbat 
1: should say 95 per cent. of these lIOOietiew PIIL

ploy these public auditor. who ar>e nomina-ted by 
the Treasury:· • 

4!;9. Bllt 
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469. BoUt they have to pay for themP-They 
have te pay for them. .' 

460. And that i. one of the reasons by which 
yeu .justify the creation of these central institu
tions in order that they may get money to defray 
the expense. of audit. .My que.tion is, :e#ving 
regard to the great advantage. that these small 
banks do confer on the country, is it not reason
able to expect that t~ State would give gratis 
the services of these auditors for the purpose of 
auditing P-I think it might be expected. 

461. In regard to the powers of trading, do 
you think that if you were to get the powers of 
trading (if you do not posse.s them already) you 
would thereby create any hostility amongst the 
small trading communities in the country towns 
in Ireland P-Yes, decidedlv. 

462. Has there b",en any hostility created 
amongst them at present P-They have roused 
up the whole country, and they have practically 
captured the Irish Members of Parliament. 

463. Did the hostility arise locally P Did it 
arise from any fact of your competition having 
deprived them of custom p-It was fed from a 
great many sources. Tbe opposition to agricul
tural co-operation in Ireland sprang first 
from the butter merchants who aominated the 
local markets. We organise the farmers in 
doiry societies, and these dairy societies ,leal 
directly with merchants and wholesalers in Eng
land. That means that the local butter mer
chonts who bought their few pound. of hutter 
from the farmers hefore the centralising system 
came in found their business lost; they raised 
a wail in ·the local paper. by writing letters, 
signed" Pro bono publico," and so on, point
ing out how disa.trou. this co-operative move
ment was, and how it waR destroying certain 
trading interests. That was one source 
Another source of opposition were the lo",al egg 
buyers, who are called higglers. We inter
fered with their basines. when we organised tbe 
formers in poultry societies, and they also sold 
directly WIthout the intervention of .balf a 
do.en middle men. These egg buyers raised a 
wail in the local papers. Tbe gombeen men, 
when they found they could not lend money at 
from 25 to 60 per cent., also wrote letters to the 
papers. Tbis gave the impression of a mass 
movement of popular feeling directed against 
the co-operative societies, but that opposition is 
fading out. One must expect, when creating 
a new social order in a country, that tbere will 
be inter.sts which will raise a commotion 
which will gradually fade away. I do not 
think it would be possible now in Ireland to 
raise any popular movement against tbe co
operative sooieties such 88 was raised some few 
years ago, and whioh captured the Irish Mem
bers of ParliameJlt. 

Chairman. 
464. Such as W88 l'aised in England manv 

years agoP-Yes; I think that is impossible 
now~ 

Lord N opthoottJ. 
465. I think you said that one of the difficul

ties in the way of paying any secretary wal that 
(0.7.) 

Lord Nortllcote-continued. 
these small banks pay II<l very high a rate of 
interest on deposits that they have very little 
profits available as a resulH-Yes. 

466. They pay'3 or 4 per centP-Three-and. 
a-half per cent. usually, 4 per cent. sometimes. 
but that leaves a very small margin for paying 
the cost of books and stamJls for notices and the 
hire of a room. If a sOPlety starlswith .£100 
capital, and is _paying 3t per cent., tbe diff
ence between that and 6 per cent. is very small 
and even if it gets up to '£200, .£300, or .£500 
capital, there is a very small margin, and the 
most they can make is .£2 or .£3 profit in the 
year after paying expenses, which means a very 
small amount to reserve fund. If they get up 
to '£1,000 cap!ta!, as a few of them have got, 
then the margIn IS greater. 'Ve are anxious In 
~e ~se of these very small societies in outlying 
dlstrlc~s to hav? <>ne person in eaoh society 
Who Will be subject to orders as a paid oervant 
and who must do as he i. told. 

467. I think you said the joint-stock banks 
only allow 1 or Ii per cent. interest on de
posi~?-They vary .from 1 to Ii per cent. ac
cordmg to the length of time, and I, never heard 
of an ordinary depositor getting more than 2 
per cent. 

468. Why do you pay so large a rate of in
terest on depositsP-Because it is necessary to 
attract them from the Post Office Savings Bank 
We ~ant local mon~y employed locally, cir
.cu.lati?g and prod."oIng more good in the dis
trict, mstead of gomg completely away from it. 

469. I think, in answer to a question by Lord 
Cromer. w he.n ,he asked you to tell him some
thing about the average oapital of these small 
banks, you mentioned one of them as low as .£3 ? 
-That is simply the beginning-the first de
posit received. 

470. Could you give any kind of average that 
they run to in the amount of capital, roughly? 
-This sheet I have here gives it. The :first one 
is loan capital, .£84; deposita, .£242; the next 
is loan capital, .£622; deposits, £70; the next 
is loan capital, .£151 (that is, borrowed from 
banks), and .£197·depoo.ts; the next is .£361 of 
.Joan capital, and .£10 deposits. 

471. You said that if a squire or local capi
talist was nervous ao to the amount of responsi
bilitv he might be let in for under unlimited 
liability. he could-and in some caoes, I under
stand, did-give them a certain sum to help 
them to startP...,...He lends it to them not as a
memher, and gets interest on it higher than at 
a local banI<, if the money were lying there. 

472. Then I suppose the credit of one of the .. 
. small banks, without the local oentral bank, 
would be considerably affected by the question 
whether the squire or local capitalist was a sub
scriber to the association or not. P-Yes, that cer
tainlv is so. We have found that ir the eaae of 
a pe;60n like a local landawner, or lome persGn 
of local repute, that the joint stock bank W88 

much more friendly to the a .. ociation, and had 
not to be convinced that it wa. safe to lend to 
it the moment thev saw his name; but where the 
members are simply very small farmers, who 
are perhaps 14 or 20 mile. from the town where 
their branch operates, it takes a considerable 
amount of argument to convice the bank that it 

D 2 is 
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Lord N ort/,cote-con~inued. 
is safe to lend to the BOOiety. But the directora 
cd the banks in Dublin, whom we approached, 
paosed a reaolution some years ago that they 
would lend to these associations at 4 per cent. 
Dn Dverdraft, or in the case of the Bank of Ire-, 
laud at 1 per cent. over the ordinary bank rate, 
10 when branches write up to their central bank 
they are told to lend if it 11 at all safe to do so. 

473. Have there been many cases where the 
local banks have declined to lend, not being 
satisfied with thesecurity?-Yes, there have. 

474. Many cases?-I know of th,,.e or four. 
eases where they have refused, and I think quite 
rightly, because sometimes, when I have gone 
as organiser, I have been dissatisfied with the 
eharacter of the people, and after registering 
auch a aociety I have advised public boards not 
to lend them money, because I would rather risk 
fail~re to start a society than see a society fail 
havmg once started. 

Lord WJby. 
475.. I think you spoke at the beginning of 

your evidence of there havin!!: been some 268 
agricultural societies ?-Credlt societies P I 
mentioned several kinds of societies-co-opera
iive dairy societies, agricultural societies, credit 
BOOieties and poultry societies. 

416. The societies I alluded to were the 268 
agricultural credit societies, with a membership 
of 17,403 and a turnover of £56,OOO?-Those are 
the societies we are referring to. 

477. And they' have been in operation for 
aorne little time ?-About 10 or 121ears. The 
eldeot, I think, is about 12 years 01 . 

478. Have there been any losses in the opera
tions of these societies ?-The only losses I have 
Leard of were the losses referred to by the Vice
Pre.ident of the Departml'nt---at present Mr. 
T. W. Russell-who said that he had to write 
e:ll as bad some money lent to these societies. At 
present we are having B rather bittl'r contro
verff'J with Mr. Russell over thBt pomt. The 
Organisation Society I represent organised these 
associations, and for y"ara guided them and ad
vised the Department and the Congested Dis
rnct. BoBrd in respect of loans to them. When 
Mr. T. W. Rus.ell ca.me there as Vice-Pre.i
dent he stopped the official relations which once 
existed between the Organisation Society and 
the DepBrtment, and..,. were unable to gather 
any information about any acuon the De
partment was takin~. We lately became 
aware that Mr. T. W. Rus.ell said, 'ai a meeting 
of the Congested Districts Board, that these 
aocleties were not doing very well, and that he 
Lad to take prol'el'dings against some of 
them, and some £5'00 he had written off as 
bed. We asked him for information, and he 
mused absolutely to give to our society any in
formation whatever about the societies he was 
marring to. So it becomes very difficult for me 
to say anything about that when he declal'E'll 
that -he has written 0:11 as bad sum of money lent 
to certain societies of which we liave no know: 
ledge, and he refused to give the names even. I 
think it is quite an extraordinary wav 
ef conducting a Government Department, 

Lord Welby-conLinued. 
for the head of it to refuse to a l!rong farmers' 
organisation informBtion about certain aasocia
tions which we believe we could have helped 
very much. We feel more concerned about it 
because there waa nobody in the Department 
of A~iculture who had anl knowledge of the 
princlfl"" of this co-operatlve credit. I think 
mysel that it is extremely unlikely that h. 
would have found anI asaoeiation of 100 
farmera who would not be able to 
pay the £50 or £100 lent by the D"'partment, 
and to write the mont'y off as lost aeema to me a 
scandBlous waste of public money when he did 
not ask the as80CiattoD which organised theoe 
oocietiea to do .... hat it could first of all to enlure 
the money being repaid. I do not like to IUir
gest that it is an attempt to discl'f'dit .. political 
opponent's work, but the fact that he refused abo 
solutely to have any courteous correspondence 

. even with the Orgenis&tion Society, which has 
organiaed 1,000 ..... ociation. of farmerl in Ire
land, having 100,000 membera in them at the 
present time, BOOms to Irul an a.tonishing thing. 
It .has caused u ... considerable amount of anxiety 
to try to get this informlltion 80 that we mBy ex
Bmine into it ourselves, and aee to what extent 
his criticism was justified. I do not myself 
believe it was justified, and I do not myself 
believe that the money could not hBve been re
covered if he had aaked the body which 
organised these aocieties to intervene, a8 had 
been done before he came into the Department. 

479. Without entering upon the polemic. of 
this question, it is the case that 8uch thingo al 
iOllses have been knownP-Not until Mr. T. W. 
Russell announced it. We have lent over a 
quarter of a million in these amBll aocietie. 
since the start. No joint-stock bank and no 
depositors have ever complained to us, nor have 
we heard of any loss, and it i. never shown in 
the balance-sheets of the associations. It caDle 
as a thunderbolt to u. that Mr. T. W. Russell 
should make this annonncement that he had 
written off £500 or £600 as bad, without ac
quainting us; and he annouuced thia to di.
credit the societies. We asked him for the 
names of these aasociations, so that we might 
be able to make investigation, and he refu8ect 
to give the information, so I am in a difficulty 
in replying to your question. 

480. May. I put it that you have learnt 
through Mr. T. W. Russell that there have 
bl'en los.es, but you are not peraonally BWare 
of those casesyouraelf?-I am not aware of 
them, nor do I believe that he W88 justified, 
from my knowledge of these societies, in writing. 
off anr debt of any society a. bad without first 
acquamting us with it. We, 88 organisera, 
know peraonally the committees and members, 
and have been among them. If a letter i. 
written from the Government Department ask
ing for the return of the money without ac
quainting us, and then the society make some 
difficulty or plead for time, there i8 nobody there 
to understand the circumstances. I think 
myseii the iroubie anses in this way: that when 
the Department l1lnd. money to these aocietie. 
these lent 'it out again to their membera. The 
loans may be fOE 6, 7, 9, or 12 months. Some-

". ttnIC'. 
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Lord Welby-continued. 
times, if the Department asks for the return 
of the money in three or four months, they 
would naturally ask for time, because they have 
lent out mpney for a year in some cases, and 
would not be able to repay it. If we had been 
there we would have examined the books, and 
advised at what times certain sums colffti be 
repaid. We might sav: .. They can pay £lIi 
in a month, £20 in three months, and complete 
the thing in a year." I feel very irritated 
myself, as a person responsible for the rules of 
the associations in Ireland, and as first or
'ganiser, that information should be refused, 
which would enable us to see for ourselves the 
grounds for making this assertion. It places 
me in an awkward position, and therefore I 
cannot anewer your question. 
, 481. The Bill contains provision. as to the 
reserve fund, and, if .I understand it rightly, 
that reserve fund i. only available under Sub
Section (L), Clause 2, whioh says, .. that the 
reserve fund so constituted as aforesaid shall 
not be available for making good any trade de
fioienoy, except to such extent as the other 
a.seta of the hank may be insufficient." Do I 
nnderstand from that that the money going to 
the reserve fund is only apflicable to the ex
penses which, if not met, wi! affect the solvency 
of the bank P I do not see any provision there 
for an other use of the money when it gets into 
the reserve fundP-This Bill oontemplates two 
branches of the societies' work. In the first 
branch. which i. the lending of money, auto
matically by the previous Acts all the p~ofits 
made go to a reserve fund, and are not diVIded. 
There i. a clause in this Bill which provides 
that if they get the new powers any surplus 
derived from 8uch trading shall be distributed. 

482. You have commented on that; but I 
want to find out what i8 done with the reserve 
fund. As I read the Bill the reserve fund is 
onl~ available for expenses P-If a member and 
his sureties fail to pay the loan the reserve fund 
could be utmsed by the vote of the committee 
for this purpose, or they might make a call upon 
the nIember. generally of 6d. apieoe to pay the 
<leficit. 

483. The only place at the present moment 
to which the profit. can go is tlie reserve fund P 
-Ye •. 

484. And that reserve fund i. not available 
for any expense. that may be incurred by the 
bank P-The reserve fund is made afte1' payment 
ilf ""'penses, .tamps, stationery, anI a little for 
lighting a schoolroom once a fortnight when the 
oommittee meet. Those expen.e. have to be 
met before profits go to reserve fund. 

485. But you cannot pay a secretary from that 
fund P-That would be considered as an ex
'Penae, but my difficulty is that the~ cannot make 
1Iufficient profit. at pr .... nt 10 pay him. 

486. I only want to find out whether it is 
Intended that the ... oerve fund should, as to .. ny 
portion of it, be available to meet any necessary 
~XDens.s P-Ye., certainly. 
, 481. But it is not put in til" Bill P-N 0, but 
jt i. implied in the Acta, and it i. not nece.sary 
to put it there. 

Chairma1&. 
488. You mean there can be no reserve fund 

until the expenses have been disbursed?-Yes. 

Lord Wdby. 
4811.' And those expenses might include' the 

expenses of a .eeretaryP~Yes. ,~ 

490. You spoke of desiring to make further 
profits, and I want to knoW' where those profits 
go to. I understand they go to reserve fund; 
out I gather from you now they would go into 
reserve fund subject to any previous proper ei
penses having been paid?--Certainly. 

491. You also mentioned, in answer to the 
queStion put fo you about the length of loan
and I was rather surprised to hear it-that some 
of thoae loans are made for a month or two or 
three monthsP-The length of' time is deter
mined by the purposes of the loan. If a man is 
borrowing mooey to get young pigs it may be 
six or seven months before he will be able to sell 
them in the fair and repay the bank. If he is 
buying a cow he will be getting a cheque from 
the neighbouring creamery for his milk every 
month, and he will pay back by instalments of 
£1 a month, or something like that. The little 
banks meet the convenience of the borrower in 
every way. In the ca.e of a loan of £5 for two 
month. only that wouldtrobably mean he wants 
to hold over the sale 0, his stock for a better 
fair. They sometimes get rings of dealers at.a 
fair, and the farmers simply bring back theIr 
calves or pigs and refuse to sell them. They are 
often helped to hold the sale over until another 
fair, because the Committee of Management 
know it is necessary they should do that ratheor 
than lose the money. 

492. The time of the loan is proportioned to 
the objectP-Yes. I have known . the com
mittees lengthen the term or .horten It. In the 
case of the fast, I was at, at Armagh, there were 
several applications for loans. One asked for 
.. loan for seven months. The~ said, "He could 
not pay us back in seven months; we will give it 
for nine becauoe we know he would not have 
hi. beast~ ready until.uch and suoh a fiir in No
vember." Another who asked for nine months 
they cut down to seven because they knew he 
couid repay in that time. I have seen that 
they keep strict' control over the purpose of the 
loan and application of the money. . . 

493. I was rather struck by one pIece of eVI
dence vou gave. You spoke of an arrangement 
made by the Bank of Ireland, in which it 
actuallv advanced mone~ to a small body of 
agricuitural labourers p..2.-Yes. 

494. Did these agricultural labourers form 
a small society and go to the Bank of Irel!,nd, 
and did the Bank of Ireland lend to them d,rect 
upon their own securityp...,...Yes, it was at Lattin, 
i,! C!lUntr. Tipperary. 01 oourse at the be
gmnmg It was guaranteed to some extent by 
a local landlord, but he wanted to educate the 
Bank of Ireland to see these peol?le were doing 
their business properly, and saId he would 
stand by tllem, and after a while the Bank 
made no difficulty of increasing the over-draft 
without going to this local gentleman at all. 

495. But there was this aeeurity at firstP-· 
Yes. 

496. You 
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Chairman. 

496. You are the Chief Registrar under the 
Friendly Societies ActP-That is. so. . 

497. 'fhat i. the Act under whIch the legIS
lation proposed in this Bill is to be intro
duced ?-Yes. 

498. Will you tell US, as shortly as you can, 
what your objections to this. Bill are f-I could 
hand in my report on the BIll of 1908, and my 
report on the Bill of 1910. They may be use-· 
ful to the Committee, and it practically is my 
evidence. 

499. I have had the advantage of looking at 
these, I think, but the copies I had were no~ 
legible. There is one dated the 8th May, 1908 ~ 
-That was on the Bill of 1908 which was intro
duced into the House of Lords by Lord Wen
lock. The next is the Memorandum on the 
Bill introduced by Lord Shaftesbury thisl.ear. 

500. What is the date of this Memoran um? 
-April of this year. It was rather sprung 
upon us, and we had to make the Memorandum 
as quickly as we could for the use of the Govern
ment. 

501. ,,"ill you have the Memorandum copied 
and supply :the other members of the Com
mittee WIth copies of it?-Y es. 

502. Will you tell us shortly your objections 
to the Bill ?-Although one has every sym
pathy with the idea of establishing these small 
credIt banks in different parts of the country, 
to my mind the questiou is whether this par
ticular Bill will do that satisfactorily, and 1IIso 
whether what is proposed to be done by this 
Bill cannot be done already by existing legisla
tion. EvelJ'thing in this Bill can be done 
under the FrIendly Soeieties Act under s{'ecial 
authority exce'pt the principle of grantmg a 
certificate of Incorporation. That cannot be 
done, because the Friendly Societies Act does 
not recognise that. Everything in the Bill can 
be done under the Industrial and Provident 
Societies. Act with the single exception of the 
unlimited liability. . 

503. We have been told by both the witnesses 
we have heard-Mr. Wolff and Mr. G. Russell
that if provision can be made for incorporation 
plus unlimited liability, all the objects that 
they desire will be reached. Can you tell us if 
there is any objection to a Bill which will in
corporate these banks and will at the same tim .. 
give the unlimited liability which is desired? 
-The principle of incorporating societies of 
this kind 11'88 considered very carefully by the 
Royal Commission Over which Sir Stafford 
Northcote {'resided, and which reported in 1874, 
after hearmg evidence and carefully delibe, 
rating that co~perative societies should be under 
a separate Act from friendly societies. Before 
tbat thev were under the .ame Acts. That was 
their deliberate policy, and it 11'88 earned out 
by the Industrial and Provident Societies Act, 
1876, and the Friendly Societies Act, 1875. The 
~ t~ings were completely separated, and tbe 
pnnClple with regard to co-operative societies 
IS that they are incorporated and act under their 
own seal, whereas a friendly society has. to act 

. 

Chai......,n-tlOntinued. 
by trustees. There are certain parts of thi. 
Dill which .eem to confu.e the two thing. to
gether. In one cia UBe of the Bill a registered. 
society i. spoken of as one to be incorporated. 
Now before it can be rogi.tered under the {'rin
eipal Act, which i8 defined in the definition. 
clause a. the l'riendly Societies Act, ther .. 
must be trustees, and there are no trustees in 
this Act. There are no arrangements for the 
administration of the Act. It would be very 
difficult to administer, in my opoinion. It is a 
mixture of the two Acts. I think really th .. 
principal objection to it is that it does not seem 
to me to be necessary. Under the Borrowing 
Powers Act, called Sir Horace Plunkett'. Act, 
there is unlimited liability' under a special 
authority-that is to say, friendly societies, if 
they are specially authori.ed societie., may bor
row from persons other than their own members. 
That W88 a new principle adopted then, and 
there are a large number of agricultural credit 
societies which have been established under 
that special authority which are practically 
banks, though we do not allow them to cail 
themselve. bank.. They are increasing every 
day. The "'hole thing is in its experimental 
stage, but I hope it may succeed. They: deal 
with very small areao-.imply a village, or a 
village and the surrounding districts, or per
haps a couple of villages close together-where 
~verybody knows something ahout everybody 
else, and a great many of the people who get the· 
advance of money have no secunty whatever to 
give, and the money is advanced simply on the 
character of the individual. I am told they 
have never had a loss yet. Those .ocieties are· 
all over the count'1' and are worked by the· 
Agricultural Organlsatiou Society, which doe. a 
number of other things. Then the co-operative· 
societi"s are now establishing in every co-opera. 
tive society a branch bank. You can hardly 
call it banking; it is really. a sort of deposit. 
account with the dilTerent customers, as they 
have, for instance, at the Army and Navy and· 
all big stores, in order that a cu.tomer, instead 
of having to pay, may write an order and draw 
on his deposit in the bank to pay for the goods. 
But in the case of the co-operative societies the· 
banking busineSs is most carefully .afegnarded 
in .the Act. All sorts of notices have to be put 
np, and all sorts of things done. 

504. Are you talking about hanging up a 
balonce-sbeet?-Yes, they have to hang up a 
balance-sheet, and there are certain regulations. 

505. That i. provided for in thi. Bill?-Yes; 
hut this is very clearly defined in Section 19 of 
the Co-operative Societiea Act. I have passed 
rules that they shall not carry on a banking' 
business together with a trading business in the· 
same place. 

506. You think the two must be carned on 
separately?-That hps alway. been our policy 
in my Department. 

507. It has been suggested by Mr. George 
RusselI that that is undesirableP-We have 
always thought it extremely desirable not to 
mix up the two-th~ngs. 

508. One-

.. These statemen1s ohould be read iD conjunction with the expllUl8tiODll giveD by Mr. Barlow. 
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608. Oue reason that Mr. Russell gives is that 
it is difficult to obtain two difierent boards ('if 
tbat is the right expression) for the two busi
~es.es in the small district in which the society 
is to operateP-It is all managed by ~ne coIl!
mittee of management, but U.e bankmg bU8l
ness i. carried on apart from the trading.lousi
ne.s in a separate part of the building, and not 
mixed np with the other, and they. have to keep 
separate accounts of it, so that· one may know 
how much the bankin~ business i. doing and how 
much the trading busmess, and not mix the two 
:up together. 

509. Your view, as I understand, is the same 
8S Mr.-Russell's and Mr. Wolff's, namely, that 
if there is le~islatiou providing unlimited l.ia
oility and leg18lation providi~ for incorporat>on 
in place of trustees, everythmg that this Bill 
aims at will be possible under the existing law P 
-Yes. Trading is carried on by the co-opera
tive societies as well as banking, and unlimited 
liability" is afforded under the Friendly .Socie-
ties Act. . 

Earl of Shafte.bury. 
610. Have you any objection to the principle 

of unlimited liability bein~ introduced by 
amendment into the Industr.al and Provident 
Societies AetP-There is a Bill which is 
coming on, probably this Session, which has 
been taken up by the Government, I under
stand, and I have had. that before me several 
times. In that Bill they provided first of all 
10r unlimited liability.· . 

Chai1'man.. 

611. Canlou tell me on what ground they 
objected P- cannot tell you at all, but I think 
.on the ground that it might be dangel'ous .. 

612. Sir George Murray CBn tell us thatP
I cannot say. I am sure I do not know. It 
eame to me through the co-operative societies 
lihemsel ves. 

Ea.·l of Crooner. 

613. Do you see any objection to it P-No. _ I 
do not see any objection to it if it is properly 
ilafeguarded, but I think the general polioy for 
,som" time has been agaiust unlimited liability. 

Chairman.. 

. 614. Mr. Wolff pointed out a reason, which 
eertainly s.ems to me to be a good one, for the 
unlimited liability; and that i. this, that it 
'Would make the people connected with the .. .on· 
oern very oareful, they would know that their 
liability was involved for every liabilitv that 
they incurred on behalf of the society: aud 
would be very careful about the people to whom 
they lent money, and the purpose for \vhi"h 
they lent it. Do you think there is milch in 
that P-I do not know. I think people would 
be very cautious about going into any ('·onoern 
w~th unlimited liability" wh .. re one person 
m.ght have to pay the whole of the deficiency. 

.- -- -_ .... -

Chainnan--coutiuued. 
That would be the great danger in pre reuting 
people from joining. They join the agricul
tural credit societies because of the smallness 
of them, and they know all about everybody 
and about every person before they advanc" any 
money. In anything like a large concern I 
should think the'unlimited liability would deter 
people from joining it altogether. . 

Earl of Cromer. 
515. But I understand these are proposed to 

be very small coneerns?-Yes, but there is no 
definition with regard to that. I understand 
that is intended, but there is nothing to show 
what it is. 

Earl of Sha/te.bury. 
516. Admitting that the simplest way to 

bring about what this Bill seeks is by an 
amendment of the Industrlal and Provident 
Someti"" Act, which would admit of unlimited 
liability, but supposing the 'freasury objections 
were too powerful, can you suggest any other 
way . of providing these oredit societies 
with trading· powers than the manner in 
which it is done in this Bill P
No, I do not think you can get unlimited 
liability" now into the Industria.! and Provident 
Societies Bill which is going to come before the 
House unless you can get over the objections 
of the Treasury. If you have done that, you 
have done the whole thing. But there is 
another method which I suggested some time 
ago to Sir Horace Plunkett in the Friendly 
Societies Borrowing Powers Act. By applying 
it to co-operative societies you get exactly the 
same thing as you have here--unlimited liabi
lity" in co-operative societies. That would be 
a very small amendment indeed, supposing tne 
Oovernment approve of it. 

Chairman.. 
51T. What do you say the amendment ought 

to be P-The borrowing powers Act applies onl, 
to specially authorised societies under what IS 

called in this Bill the principal A.ct-the 
Friendly Societies Act. If that borrowing 
powers Act were to apply to co-operative 
societies as well as to specially authorised 
societies you get the principle of unlimited 
liability- then in a co-operative society, and that 
is what the co-operative aodeties wanted. 

618. The co-operative societies being created 
under the Industrial and Provident Societies 
ActP-Yes. They want unlimited liability, 
but unde .. a certain amount of pressure they 
have dropped it now. Still that i. what they 
want. 

Lord W sIlly. 
619. What is the nature of the Bill which the 

Treasury objected to p-It is an amendment of. 
the Industrial and Provident Societies Act of 
1893. 

520. With what objectp-One object. is to 
have greater power given to my office to punish 
offenders. They are very much disgusted at 
tbe number of fraudulent societies there are. 
We do our best to check it, but it is very difficult ,., 

* The .. statem.uta should be read in col\ionctioo with the explanations giYell by Mr. Barlow. 
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Lon! Welby-continued. 

to check, and they want the Chief Registrar to 
have more draatic powers in dealing with these 
people. . Another very important object 
originally was to have unlimited liability· and 
variou8 other things of a more or 1_ adminis
trative nature with regard to the joining to
gether of ROcieties and things of that kind. It 
baR been watered down since it first saw the 
light, and now it is not a very big Bill. 

521. HaR it been hrought in P-Not yet. 

Lord W.lby--continued. 
622. The Tre~ury objected before introduc

tion P-I think Mr. Hobhouse is goin/f to bring 
it in, but it is only to be brought In if non. 
contentioua. 

Earl of Shaftiubu,.,. 
623. It i8 a Guvel'1lment Bill P-It will be. 

but it is not yet. 
62'. To be brought in On the condition thaL 

it is non-contentiou8 P-Y 88, that ia the point. 

Die Luna!, 20° Junii, 1910. 

LORDS PRESENT. 

Earl of CROMER. 
Lord HEltSCHELL. 
Lord WELBY. 

Lord NORTHCOTB. 
Lord MACDONNELL. 
Lord MERSEY. 

The LoRD MERSEY III' THE CHAIR. 

• 
THE RIGHT HONOURABLE THOMAS WALLACE RUSSELL is called in; and Examined .. 

follows:-

Witness.] My Lord, of course; this precis of 
my evidence is supplied at your request. I 
am Vice·President of the Department of Agri. 
culture and Technical Instruction in Ireland, 
and have held that office for a little over three 
years. The relations of the Department with 
Irish credit societies and Irish agricultural 
banks consist solely in having lent money to 
.170 of these institutions. The total amount 
lent was a little over .£17,800.T·he policy of 
lending money for this purpose was that of 
my predecessor in office. I inherited it, and 
not being quite satisfied with the system I 
have done little or nothing to extend it. The 
question as to the position of these banks was 
recently raised at a meeting of· the Agricul
tural Board, the object being to discu .. 
whether it would not be possible to put the 
system of agricultural credit, with which ROme 
of the members were dissatisfied, upon B bett",. 
and Bounder basis. I undertook at that meet
ing, at the request of the Board, to have. an 
inquiry made by an inspector into all the 
banks who owed' money to the Department. 
This inquiry occupied some three or four 
months, and the report was presented a few 
weeks ago. One hundred and eight banks 
were inspected; 26 were reported as "satis
facto..,.," 36 as .. fair," and 16 8S .. unsatis
factory." I shall later on explain to your 
Lordships what the inspector meant by these 

terms. During the years the Department ha .. 
been in existence it haa heen found necessary 
to recover in If) cases, that is to say, up to the 
date of the inspection, through the medium 
of the Chief Crown Solicitor, the balance of· 
loans amounting to £1,376. The Department 
haR alRO called up, for what the inspector. caUa 
"various reasons," the sum of £1,236, and 
the inspector's report £urther declares the sum· 
of £600 as being" bad or doubtful." So far 
aR my knowledge of certain of these hank.· 
classed in the latter category goes, I think 
much, if not the whole, of this sum ia likely 
to tul'1l out" had," although Mr. George Rut
seU's statement to this Committee that it haR· 
been written off is not fouded upon anythin,
that I have ever said. As a matter of lact, It 
haR not heen written off, and I do not intend to· 
relax my efforts to recover the money, 
although, as I say, I have very little hope of 
being able to do much in these special cases. 
Roughly speakiDg, that is the position in re
gard to the agricultural banks and credit 
societies who owe money to the Department. 
I have no knowledge, personal or otherwiae, of· 
any other credit banks or credit societies. I 
have stated that the Department had lent 
money to 170 banks, and your Lordship. will 
see from thi. statement that only 108 were re-
ported upon hl the inspector. . 

525. Might . 
. ~ .. 

• This statement should be read in conjWlCtion with the 6xpIanatioDJI given b1 Mr. Jl&r1ow • 
• 
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Lord N ortlwots; 
626. Might I ask whether the report. w!'l 

communicated to the banks. or made publio In 

any wayP-No, my Lord, it is a report to the 
Department; it will be consi~ered on tb~ 30th 
of this month by the Board Itself, and It was 
circulated amongst the members of the Con
gested Districts Board at their own refl.11est 
and 80me others. It has not been communi
cated to the banks. The difference in the 
figure arises. first. from the fact that the 
banks that had been proceeded againat by one 
process or another and had paid up their loans 
have t,o be subtracted from the total number. 
and. secondly. some banks had. without pr • .a
Sure of any kind, paid their debt, and h .. ,l 
therefore ceased to have any connectian with 
the Department. This, leaves only a balance 
of seven to be acconnted for; two (.,ue in 
County Cavan and the other in County Lon
donderry) were not reported on from lack IIf 
time; two others (one In Galway and the other 
in Cavan) dpclined to allow the inspector to 
examine their books; two others had during 
t h. time of the inspection been ",ferroo to the 
Chief Crown Solioitor to .eoover the loans. and 
one bank had ceased working. 

Earl of Cromer. 
626. Has not the Department legal l'0wer 

to examine the books. or is it a voluntaJ'y act 
on the part of the banks P-I very much dou"t 
whether we bave. my Lord, the power, but it 
Was very easily Lettled in those two cases; one, 
in Connty Galway, ]laid up the loan at once, 

527. But you said some refused to allow the 
books to be examined P-Two; one has paid up 
the loan since, and therefore we have nothing 
further to do with it; the other bas been noti
fied that the period of the loan expires on the 
lst of August. and that they must pay it up 
then. I do not think we have any legal 
power, 

Chairman. 
528. If I may say 80, I do not believe you 

han any legal riJl'ht whatever to examine th.ir 
hooks, and therefore tbose banks tbat refused 
to allow you to do so were standing upon tbeir 
right&P-Yes; but in that case, my Lord, of 
course, the Department would certainly exer-
cis. its rights. . 

629, Quite; YOIl Were quite justified in ask
Ing, but they were also justified in refusingP
I quite agree. We put no pressure npon them 
in any way whatever, 

Lord M acDOfInett, 
530. Mav I take it that the refusal to allow 

inspl!Ction 'was only made by two banks alto
f:ether P-Yes, my Lord. out of tbe 108, that 
18 80. 

Earl of Crom.r. 
53~. And OD8 of those paid up, apparently? 

- ?o.d lip at once, These figures will. I 
thmk, place the Committee in a position to 
realise the exact nature of the Department's 

(0.7.) 

Earl of Crumer-continued. 
relation .. towards these credit societies. We 
lIave simply lent money to banks that have 
been formed by another organisation. We 
have taken the best security for the loan that 
could be found in the districts; we have rarely 
sought to call up the money unless under spe
cial or urgent and pressing circumstances, and 
we have no intention of acting in any other 
way now. 

C1w.irman. 
632. Now, might I interrupt. you for a 

moment? You say you have taken the best 
obtsinable security. What is tbe character of 
itP-On every bond there are the names of two 
mell and the sl!cretary, and we naturall:y seek 
to find the best men that we can as securIty for 
the money. 

533. Do these men enter into personal obli
gations to you for the payment of the money? 
-They do. . 

Lord MacDonnell. 
534, May I eontinue on that? You take 

the security from two men and the secretary? 
-Yes. 

535. Those two men, I presume, would be 
members of the Managing Committee?-Quite 
so. 

536. In accordance with the rules of the 
bank, are not all the members of tbe bank re
sponsible for those two men and for their 
secretary P Is It not a joint and several re
sponsibility P:.....That may be legally so, but the 
idea of a Government Department seeking to 
recover from all these small people a loan of 
this kind is a thing that, speaking for the De· 
partment--

537. I only asked the question?-l believe 
it is an unlimited concern. 

538. A joint and several liability?-If IOU 
once admit that the entire bank. compose of 
50, 70, or 100 members, are jointly and seve
rally liable for the money which you gave to 
t he trustees, these two men and tbe secretary. 
would it be open to tbe Department, if they 
desired to rPCover, to come down on the 
wealthiest member of tbe whole banking com
munityP-Tbe definition of the wealthiest 
member would not give us much encourage
ment to go on. 

539. Your advances are small, I under
stand ?-£100. £150, £250. 

540. That is to the entire bank?-Y ... 
641. Out of 100 people, farmers sllcb as we 

have in the West of Ireland; especially sinee 
farmers have bought their holdings and are in 
the way of buying tbeir holding, would there 
not be -a perfectly adequate security amongst 
the 100 members of the banking community, 
each of whom have holdinJl8 which are very 
valuable in the market?-Wbat I have to say 
in reply to that is that the liability i. there 
undouhtpdly, and in my discretion; 8S head of 
the Department--

Chnirmon.l I do not agree with you. Mr. 
Rllss"ll. There is no unlimited liability at 
present; it is one of tbe things which the sup-

E porters 
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porters of this scheme, w~ich i. em.bodied iB 
this Act of Parliament, wl8h to obtaIn. • 

Lord M acDonneZl.] As the banks are coDL 
stituted, they are consti~u~~ hy agreement on 
the basis of unlimited hablhty. 

Chairman.] I do not know these banks at 
all; I only know ba!,ks regis~er~d under the 
Industrial and Provident Soclehes Act. 

Witn ...... ] Perhaps you will allow me to say 
this, my Lord P Even BS8uming that every 
borrowing member of the ba~k, ev~ry t;nember 
of the bank, is liable, in my discretion. If I hal 
to consider whether I should sue 100 people 
helonging to a district in the West of Ire-
land-- . 

642. That is not the point. The questton 
is, would you sue one, and the one the best one 
in the bank P-As a matter of fact, and as a 
matter of practice, we sue the two men whose 
names are on the bond lind the secretary. 

643. And you take care, as I understand, to 
get what you believe to be the two best names 
out of the 10tP--Yes. 

Lord MacDonnell. 
644. Just one more question. Have you 

. made any advances since you became head of 
the Department, or are these the advances 
which you took over from your predecessor p
I have made very few. 

ChaiMnan. 
. 646. Have you made any?~Yes, I have. . 
546. To what amountP-1 should say, per

haps, '£2,000 would cover them; I formed a 
bank in Castlere&. . 

641. That is '£2,000 over a period of three 
years ?-I will not bind myself to the exact 
sum; I am merely giving an idea. I did form 
a bank in Castlerea, and lent '£1,000, and I 
did it on the security of two men who could pa}l 
'£1,000 to-morrow. 

Lord N orthcote. 
648. You consider, do you not, that as& 

Department your responsibility will end with 
the two men and the secretary-that you would 
not take any action, but you would leave those 
two men to deal with the other members of the 
bank?-That has been the practice all through. 

Lord Welby. 
649. Why do you put in the secretary? As 

I understand, you choose the two most capable 
men, and the addition of the secretary, seems 
ta Jl.S to imply that you are acknowledging, if 
I may say so, the responsibility of the whole' 
body; it does not at all follow that the secre
tary need be a person capable of answering for 
much, and I am rather puzzled to know why 
the secretary should be put in ?-I have never 
altered the practice; that was the practice when 
1 went to the Department. I have done very 
little myself iii this matter, and I have taken 
the system just as it stood. 

tord MacDonnell. 
650. Just one other question. You say you 

Lord MaeDonneU-oontinued. 
have taken two men; are thoee the two m~n 
who were members of the committee, 01' did 
yoo .pecify the two men whom you deeired to 
have 88 security, or did yoo take the men wbo 
happened to be in ollice at the time'-We took 
the two most responsible men on the com
mittee. 

661. Did you choose them from tbe com. 
mittee by actual choice, or did :rou take the 
men who ha~pened to be conducttng the worlr 
of the commltteeP-I sent up a minute to th" 
inspector on Friday on that very point· 
.. A~ainst whom do we proceed f Is there an y 
special rule in this case P If The an.wer I fo!O. 
ceived was: .. Two members of committee, with 
secretary. " 

662. Then it does not follow from that, doe. 
it, that you actuall}l aelected the two men with 
whom you desired to deal, but that :vou took 
the men who happened to be the managinll' 
committee of the bank at that particular time? 
-Certainly; we did not go outside the bank, to· 
my knowledge. 

653. That ia to say, you did not .elect, but 
you took the men who desired tq take tbe 
loan; you bad an application for a loan from 
two members of the committee and the secre
tary, and :vou took them P-No, that is not quite 
the way. 

Cho.iMnan. 
654. That does not appear to me to be the 

bU8inees of the thing at all P-I do not think 
that is the case. 

555. The application would come from tbe 
bank, not from any members'of the committee P 
-Certainly. 

556. From the bank itBelfP-Yea. 
557. I do :cot know bow mllnv men there are 

on a committee; there may be-more than two 
for aught I know, but tbe application comes 
from the bank itselfP-That is so. 

558. And in the name of the hank, I pre
sume, signed bv the secretary, and then having 
~ot an application from the bank, IOU lay: 
'We want personal s8Curitv," an then in 

some way or another, either by selection or by 
their tendering themselves, yoo get the names 
of two committeemen P 

Lord MacDtmndl.] I do not think that i. the 
case. There are trultees for each of these bank. ; 
two trustees, as a rule, and the oecrelary; the 
application come. from the trulteel who happen 
to be members of the committee. The applica
tion is made to bhe Department, and the Depart
ment acts upon that application which come. 
from the hank and in the name of the truotee •. 

CAairman.] It may come froD" the bank in 
the name of the trustOOs, hut what I mean i. that 
it comel from the bank; it does not come from 
personal application. 

Witne ... ] Quiteao. 

Lord MacDonndl. 
559. Mv point was to bring out from Mr. 

Russell whether there was any actual selection 
by the Department or whet~er .the Department 
did not respond.to the appllcahoo mad. b,. the 

--. baok 
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Lord MacDcmnell-continued. 
bank in the form in which it '11'88 made ?-My 
belief i. this-that the Inspector -. -

660. 1 want to know your knowledge 1'-1 go 
no further than that; I have put it al far a. I 
can go from personal knowledge. I bave already 
informed the Committee that I have not pushed 
thia queltion of banking at all. ,. 

Chairman. 
661. 1 underotand you have had very few 

tranaactionl perlonal1y P-I cannot recall more 
than three or four at tbe preoent time. My 
views ao to agricultural credit in Ireland are of 
8 mixed character. I. think. in view of the great 
changel that are taking place in Ireland under 
the Land Acts and under the work of tbe Thl
partment. and the Conge.ted Diltricts Board. a 
sv.tem of agricultural credit. founded upon I'ro
per bu.ine .. principl ... , is capable of cnnferri~g 
very considerable advantageo upou tbe IrIsh 
peasantry. Large numbers of men are being 
removed from uneconomic to ",hat 8l'Il called 
,. economic boldings "--{tbat is a Parliamentary 
term). Tbey are being removed under circum
stancel of great difficulty. and in most C88es. or 
ratber perhaps it is better to qualify it and say 
in many oale •• they are devoid of capital. 

Earl of Cromtf'. 
562. Pardou me alking. what is an "un

economic holding" ?-An unec,?u~mic holding i. 
a holdiD~ held by a man conS19tmg perhaps of 
live or s,x acres of bog land or of Blony laDd. 
ODe of the objecta of the Land Acts bas been 
to remove these bolders of land from wbat is 
techuicalIv called an uneconomic bolding to a 
larger holding made up of grasa aDd other lands 
to. it may be. 30 acres. 

C kaif'1llQ.n. 
563. By all uneoonomic holding you mean a 

holdiD\\, which i. 80 small aud the circumstances 
attendmg which are so cramped that it cannot 
be made to pay P-They cannot live on it. 

Lord M acDonndl. 
064. Would not you say tbat under the late 

Land Act an uneconomic holding is a holding .of 
£7 valuation; it 1I'al proposed in tbe draft B,ll 
that it .hould be n holding of £10 rateable value. 
but the Land Act a.linally modilied reduced the 
.£10 to £H-As a matter of fact. I know of my 
OWD knowlooge hundred. of case. where men 
have been removed from these small holdings to 
holdings of 20, 26. 30 and even 40 acre~ of land; 
that i. call.d an economic holdiDg. I havo 
never been able to understand why that limit 
should have been placed. I represented a 
tenant-farmer constitueDcy for 25 yearo in the 
Hon •• of Commonl, and I venture to say that one 
half of m\' constituents were men who had 
hrought up families in a respectable way of life 
with 10 to 15 acre. of laDd. 

Lord N ortAtoU. 
!i65. It all depend. \lpon the q\la1it:v of tbe 

land, I luppose p._-Much d.. ..... Dd. upon the 
(0.7.) 

Lord NortJ",ote-continued. 
quality of the land, but in Ulster the land is not 
80 very good; it depend. also upon the quality 
of the man. 

Chairma ... 
566. I should think it depends a great deal 

upon the character of the man ?-In regard to 
tbe explanation 80Ught for by Lord Cromer. I 
think I have made it perfectly olear what I 
mean. 

667. The best man in the world cannot make 
a stone grow wheat. I suppose? 

Earl of Cromer. 
568. Your argument is that UDder the Land 

Act there is at present going on a considerable 
transfer from hnldings that do not pay to hold
ings that will pay-that is t(l say. from un
economic to economic holdings ?-If properly 
worked. 

Lord Welby. 
6G9. And where there i. very little capital 

with the transferred man. l'supp08e?-Pre
cisely; and all over the country the small Irish 
farmers can. I believe. be made to benelit very 
materiallv from a proper sy8tem of agricultural 
credit. That is my individual view. but. on the 
otber hand, I desire to .tate that a great many 
people in Ireland. competent jndges. see !lreat 
difficulties in placing-I have the word • un
limited" here. but I shall alter it and say 
" free facilities." for borrowing money before 
the people. 

Chairman. 
670. Will you let me interrupt you for a 

moment? I liave never heard it suggested yet 
that the members of these bank. should bave 
unlimited powerll of borrowing money; on the 
contrary?-I ,av facilities. 

571. 'You altered it. bud; call it faciLities or 
power, I do not care which it is; on the con
trary. this acheme is th .. t lhe amount of the loan 
should be strictly limited and should be small. 
That is the achemeP- Wbwt I mean by the 
phrase I have used is this: A great maDY people 
m !Teland. competent judg .... see great difficul
ti... in placing these facilities for borrowing 
money before the people. I do not 88y 1 agree. 
for I do not. but I am merely stamng the r..~t 
from mv own knowledge. It must be remem
Dered that the SV'9tem of Joint Stock banking 
is now verY widesp'read in Ireland. You cannot 
110 into an'Irish v,llalle 'II' here vo~ will not find. a 
Branch Joint Stock Bank open eIther on certam 
days of the week cr on market or fair 'days. 
These baDks do busin ... s with the farmers. and 
the transactions are Dot !erge transactions in the 
main. but small. Fifty years ago. when I fir.t 
knew 11..,land verv few farmers would have 
known what';' bill 'of exchaDge m""nt. In my 
judgmeDt far too many of them now have theIr 
names on the back of ODe or two such documents. 
I ,bove knowD two great tragedies in the ~ orth 
of IreJ.and arising from the colla""e of .prn:ate 
lending-.othat i6 to say, Loan Fund msMu
tiODS' aDd in the case of the Loan Fund Board 
ror l':"land. wMch will be quite familier. I am 

£2 w~ 
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Chainnan-eontinned. 
sure, to Lord MaeDonnell, I would be afraid to 
oay how many efforis have been made in Parlia
ment in my time--

Lord M acDonndl. 
5i2. You would not compare the Loan Fund 

Board system with these, would you ?-No; but 
the point I am on now is the placmg of increased 
facilities before the people, and I am merely 
wanting to point out to the Committee that 
those who are hostile to this aort of thing point 
to the traqedies (because the'" are little short of 
tral!8dies) which have arisen from the collapse 
of these banks, and the Loan Fund Board has 
had to be legislated upon over and over again, 
88 Lord MacDonnell knows, and a I!'reat deal of 
money has been lost by poor people. 

573. In forming your judgment, would yoU 
bear in mind these facts-that these banks 
postulate first that they shall be small ; next, 
that every member shall be admitted to the bank 
by the co-option of his fellows; third, that the 
loa"" are always to be small; fourth, that they 
are only to be made for an admitted and realised 
efricultural necessity; fifth, that each member 
o the bank sees that the money is spent upon 
the purpose for which the money is j!:iven; and, 
sixt·h, that the loans are only made for a short 
time, and if not applied to the purpose for which 
they are given they are called up? How can 
you compare a system like that with a system of 
Joint Banks ?-Wm you allow me to point 
out-

.574. I only ask you to bear these points in 
mmd. 

Chairman. 
" I understand, if I may interrupt again, that 
yo~ ~pprove of the ByB.tem; you are merely 
pomting out that there IS a class of peraons in 
Ireland who do not aPDrov,e ?-The very next 
sentence will show that. But let me pomt out 
~ Lord MacDonnell that I am not describing 
the system of lending under Lord Shaftesbury's 
:Bill; I am describing the system of lending 
.lInder the bank system which is now in exist
ence, the system which has money from the 
;Department,and I say, and I shall prove imme
diatelv, that it .is just 88 far removed from what 
Lord MacDonnell is describing as it is possible 
to be. 

Lord MacDonndl. 
. 57&. Have you personally inspeoted any of 
these. banks ?-N o. 

576. Well, Mr. Russell, I have?-W~lI, per
haps, my Lord, you will allow me to proceed. 

Earl of CrQmet'. 

.577, As to the traj!:ic consequences of which 
you speak, did they arise in all cases from the 
lDsolvency of the bank, or from the borrower 
borrowinl!: .beyond his means?-The inaolvency 
of the bank-and in some c .... es the questionable 
acts of their officers. If I am aUilwed to proceed. 
your Lordships will find this all out. I have 
sought to conceal nothing, and in answer to Lord 
llacDonneU's point the next sentence in my 

Earl of ~ntinued. 
proof pnts thio:" But although L realioe the 

. dangers attendant upon undue faciliti.,. for bor
ro~!,g under these circumotancPl, I am still of 
op'DIon that a system of agricultural credit 
fou~ded on ~ p,:,!per b~is and worked on proper 
busmess pnnclpie. might be advantageou. to 
!he people.': That .is ~y po~ition. I am plead
lnll for bUlmes. prmClplee 10 a busiueol trans
action and they do not exi.t at the preseut 
moment. My. apPl'l/va.1 of the system of agri
cultural credit, al w,ll be seen, i. entir~ly 
fo,:,nde~ upon the character of the Iystem; anil 
th,. brmgs me to these banks as they exist iu 
Ireland at the present day. Our In.peclor 
divided his olassification of the ... bank. under 
three heads, viz., first .. satisfactory," lecond 
U fair," and third U unsatisfactory." 

Lord MacDOfinell. 
678. Will you tell me the inspector's name? 

-Mr. Mennel. By the term .. satisfactory .. 
he means" that the bank's all'airs generally 
are weU managed-that is to say, that the com
mitteea appear to do their work well, to meet 
regularly, and 80 far as circumstances and their 
knowledr of all'airs permit, endeavour to make 
the ban a useful local institution; that the 
secretary's work is well done, minutes of meet
ings recorded, cash and ledger accounts kept up 
to date, and bonds and other documents care
fully filled and retained." There are 26 such 
banks out of 108. ... Fair' includes a rather 
wide range, from banks that are almost unsatis
factory to those which are almost satisiactor" 
but which, on the whole, tend towards satis
factory rather than unsatisfactory. This class 
inoludes many banks" (and I may be ollo,,'a<1 
to say that I am ~uoting from the inspector" 
report verbatim) 'not 80 much because of 
what they do, a8 because of what they fail to . 
do. For example, books and documents may 
be well kept, but the committee may be 
apathetic and simnly drifting along, or tbe 
committee may adopt a policy of renewing 
loans which are regularly paid in, or there may 
be carelessness as to writing up the books, 
though the rough materials to do so may be 
available." There are 36 Buch bank •. 
.. , Unsatisfactory' means that a bank is di.
tinctly nnsatisfactory with respect to' its 
management by the committee or the secre
tary's duties. Generally banks so class"d are 
unsatisfactory in aeveral ways, such as the fol
lowinlf: General negligence and apathy of the 
committee, careleasness and negligence on tl,e 
part of the secretary, too frequent renewal of 
loans, allowing loano to become overdue to an 
unreasonable extent." The inspector goes on 
to ",eport " taat not infrequently illiterates are 
chosen as committee-men" -a thing which, 
in his opinion, .. should be absolutely pro
hibited." 

Chai1'7lUln. 
5i9. What is meant by .. illiterates .. ?

People who can neither read nor write; they 
are unable to know what io in the bond or any
thing "lse. "Committee-men generally RIP 

ignorant of, or insufficiently acquainted with. 
their duties, ,,\8ny of which are consequentlv 

.. , frequent.! v 
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CAainnan-continued. 
ireq'uently neglected. At presen~ many com
mittees appear to be very much In the hands 
of their secretaries. They are often utterl,. 
ignorant as .to whether their procedure IS 
correct or not, and are quite incapable of ascer-

. taining their fin~ncial position. T~e essential 
rule which provides that at C01DlDlttee ~eet
ings a statement of .. ccounts should be pre
sented by the secretary, showing.the loans out
standing, deposits on h .. nd, and moneys 
received or p&id since last meeting .. and that 
the statement shall be checked and signed by 
two members of the committee, appears to be 
very generally neglected by the banks in
spected. Many committees appear to be very 
n.gligent and careless, or indifferen~ as to pro
viding for the safe and orderly keepIng of bank 
books and documents. as to satisfying them
selves that bonds are fully and correctly filled 
and perfected, as to securing that loans are 
.. pplied to the purposes for which granted, as 
to the canoellation of bonds when the loans 
have been paid oil', and as to ensuring that all 
moneys reoeived by the secretary or treasurer 
al'e promptly lodged to the oredit of the 
society's bankin .. account. In several instances 
portions, sometimes considerable portions, of .. 
bank's loan capital have been retained by the 
secretary or other persons, the committee bein~ 
apparently ignorant of the condition of all'airs. ' 

Earl of Cromer. 
580. When you say " retained bv the secre

tary," do you mean fraudulentlyretainedP
Cert .. inly; I .. m going to p~ove that. 

Lord MacDonnell. 
681. You impute fraud to these secretaries, 

not merely carelessness P-I am going to state 
the facts; I .. m imputing nothing but what is 
in the language of the report. _ 

Chairman. 
582 ..• Fraudulent" is rather .. strong 

word; "improperly retained" P-Well, my 
Lord, I have two oases in my mind. 

583. I may walk ahout with another man's 
five-pound note in my pocket without intend
ing to cheat him .. bitP-Verv well, l will take 
your Lordship's opinion of what it is; the first 
08ae that I have in my mind is this: -We pro
oeeded against a bank; -the· secretary had 
retained mor~ than half of ~h~,capitaUorh.is 
own purposes. 
. li83-. What do you meilll 'by "fui his own 
purposes" P-When we came to look Rft~r it 
he could not pay it. I do not know what the 
Committee would can it. 

584. I sbould call tbat einhl' .. lem~nt p_ V erv 
well. that is rerhap8 the proper l~~l t~rlD for 
it. You wil find, as I go along, sl'''eral of 
these cases I intend to ,...fer to, and for anoth .. r 
obj".t altogether, but I do not wish to bring 
forward these names, .. nd that is onl' of the 
Ipa,onl I llave not given the names of hanks to 
"o .. nle who ha\'e aaked them, because I do nnt 
,,-ish thl'm (0 be bla.onod abroad: fOm~ of th ... ., 
tllen a .... in official positions. and thpv would 
lin,'" to 10 ... th.ir offid.1 positions. . 

Lord M acDormell. 
586. It is most necessary to h .. ve them 

brought forward P-I shall bring them forward 
now. 

Earl of Cromer. 
586. Have there been any cases in which the 

secretary has brought himself within the teTIDS 
of the criminal law by his conduct and he has 
been prosecuted P-There are cert .. in cases cer
tainlr, where· they h .. ve brought themselves 
within the criminal law; it is my object to 
recover the money, not to prosecute anybOlI~·. 

687. There have been no criminal prosecu
tions?-Not that I am aware of. 

Lora N orthcote. 
688. Might I ask how far has this informa 

tion that you are now giving us been commuui
cated to anybody outside the Department ?-To 
the Congested Districts Board, who have also 
money lent. At their request I furnished .. 
oopv of this report to each member. 

589. The previous witnesses have (·omplained 
that they. have beeu unable to get answers from 
your Department P-If you will kindly wait for 
a few moments I am going to deal with that 
fully. 

Lord MacDonnell. 
590. It would help if you mentioned whether 

these c .. ses in which irregularities occurred are 
in the Congested Districts Board part of the 
borrowing P-N 0; they .. re entirely connected 
with the Department. I think I said quite 
plaiul, that I have no knowledge of any credit 
societies or banks unconnected with the 108 
that have money borrowed from the Depart
ment. 

591. Why furnish the details to the Con
gested Districts Board if they did not make 
further use of them P-I furnished the details 
because the' Congested Districts Board, of 
which. I am a member, re,\uested me to do so, 
nnd I saw no reason, seemg they were in s 
similar business, why they should not be abl~ 
to see what was going on in similar institutions. 
That is my ans-wer.. Rule XII. provides that 
loans shan only be granted for some profitable 
or produotive purpose. 

Chainnan. 
&92. What is Rule XII. P-One of the rules 

under which all the banks are governed.· , 
&93. They are all 'governed by one set of 

rules P-'Ihat is 80. 
. 694 .. That is the set of rules that we have; 
just allow me to look at them P-I think I can 
furnish your lordship with a copy. 

595. We have a copy of themP-Rule XII. 
provides "that loans shall only be. ~ted for 
some profitable or 'productive purpose, or Olle 
which in the opinIOn of the Committee will 
aft<'ct saviug or economy to the borrower." The 
Law Officers of the Crown advised the Depart
m .. nt tbat th~y should .insist upon these word> 
heing included in the rules. Cases have been 
brought undpr my personal notice of money 
being Jent to road contrRctors and to the 
builders of labourers' cottages-men who could 

properly 
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ChaiNnan--continued. 
properly have received what mon~y t~ey Ie
required, if they ought ~ have rec!'lved ~t, from 
the joint stock banks lD the neighbourhood. 
The inspector concludes his report by stating 
.. that there are a number of well-managed 
banks doing a great deal of good, that many 
more could be advantageously established, but 
that there are also a number which are only 
doing harm by tempting people to increase 
their indebtedness without reasonable prospect 
of improvement thereby." Of the '£17,000 
lent by the Department to credit banks I should 
state that .£3,126 r .. presented special seed loans, 
whioh were for short and specific periods. 1f I 
may explain that tc.> your lordships, .the D~part
ment during the bme of potato failure In the 
west tried to get the small farmers to borrow 
the money through these ~anks t? buy' thn 
potatoes-it was ah experlment-mstead of 
having to go to the work~ouse for them ~nd 
having them connected With Poor Law rehef; 
and these loans }lave been fairly well repaid. 
But one of the cases that proceedings have had 
to be taken agamst represents a seed loan. 
They. have been fairly well repaid, I must say. 

Lord MacDonnell. 
596. It was a use made of the banks by the 

Irish Government which was somewhat foreign 
to the object of the creation of the banks ?-I 
agree; but we thought it a good purpose. 

Chairman.l Would you kindly, Lord Mac
Donnell, explain that to us, because I do not 
understand it. 

Lord MacDonnell.] There was a scarcity Iu 
the west of Ireland, and it was considered 
desirable to furnish tenants with good seed 
potatoes to prevent them from making use of 
the potatoes that had failed. With that object, 
the Government made advances, but instead of 
making advances to the individual tenants, and 
having to deal with a great number of indivi
dual cases, they made advances to these banks 
with the object of making the banks a distri
buting agency, and it was a business which was 
entirely foreign to the objects of the banks' 
existence; but, still, in order to meet the con
venience of the Executive·Government, it was 
done. 

Chairman.] They undertook the work of dis
tributing the money. 

Lord MacDonnell.' Yes, and they fulfilled 
their obligation, as Mr. Russell says. 

Wit .. e ... ] I pointed out that tbese Were 
,special loans, and I did not occupy your time 
in going into minutise. 

597. And I wanted them explained?-The 
last item upon this heading is this: 63 banks 
have arrnnged for overdrafts at Joint Stock 
banks up to .£12,190; 40 banks have not 
arranged for overdrafts; 41 banks have deposits 
to the value of more'than .£25; 62 have no 
deposits; 21 have de~osits amounting to from 
.£25 to .£100 each; eight from £100 to £200; 
four from £200 to £300; three from .£300 to 
£400; two from £400 to £500, and three of 

Lord 'YucDonneU-oontinued. 
more than .£500 each. The total depoeita ia 
lOS banks amount to £S,149. 

Lord ll' ,db, • 
69S. That only nieanl that a certain numher 

of people prefer to deposit in these banka 
because they get better Interest, I suppose p
I account for the smallness of the deposi ts b1 
one thing-the Irish peasant does not like hll~ 
neighbour to know that he has money, and he 
does not trust any committee. 

Chairman. 
599. Espeoially a committee of his owa 

friends?-Of his own friends i that is really 
the fact, and I think the smallness of the 
deposits by the people themselves is lar!!ely 
due to that fact. They do not like their neigh
bours to know what the,)' have or have not. 
Now, m;1' Lord, I have given as fully as 1 call' 
the pOSition of the credit bank. which have 
money from the Department. Of course, I 
shall be glad to answer any questions I am able 
to answer, but I now come to some more recent 
proceedings, referred to in Mr. George Rus
sell's evidence. 

Lord MacDonnell. 
600. May I interject a question here, as it 

will save you going hack again P You told us 
that 80 many banks were satisfactory, 80 many 
banks fair, and so manr unsatisfactory; haa 
your Department been 1D possession of that 
knowledge for long P-W e have been in posses
sion of it since the inspector reported. 

Chairman. 
601. That is three months ago P-Yes. 

Lord MacDonnell. 
602. But it must have taken a long time for 

these unsatisfactory. banks to have got into the 
situation in which the inspector found them I' 
-1 am going to give you cases which will.how 
the very opposits. 

603. My point is this: Wh'l were these 
banks not inspected earlier, an when it waa 
found that there was the commencement of a 
departure from the rule, why were these banka. 
the beginning of what you yourself would l8y 
is a very admirable system, that might be of 
much use in Ireland. not watched from the 
beginning, and put on the right track P-I will 
come to that information here, and .how yOIl 
what has been done. 

Chair-nuJn. 
604. What occurs to me is this, 81 I said 

before: Your Department hu no power, in my 
opinion. at all to inspect them f-None what
ever. 

605. And th", inspection that has been per
mitted by the banks to IOU i8 a permission 
which they were not boun to accord. I do not 
know whether there is any body qualified by 
law to inspect these banks ...... cept possibl,y the 

• Registrar ". 
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• Chairman-oontinued. 
Registrar of the Industrial and Provident 
Bocieties. He is P-I B88ure you, my Lord, they 
have refused to allow the auditor to audit 
them. 

Lord MaeDrmnBll. •• 
606. Only in the two 08ses you mentioned P 

-In other cases. 
607. There probably would be sufficient 

reasons for it in those other cases P-I am not 
4lnterinlr upon that. I stated in opening of 
this ev.dence that this system was not of my 
creation, that I had grave doubts about it, that 
1 had not pressed it, and one of the doubts I 
had was I?recisely whether I had the power to 
()rder an lDspector to go into the bank and go 
()ver their accounts. 

Chairman.) I at present (I do not know 
what your powers are very well) am quite at a 
1088 to understand why you have got any better 
;right to send an inspector into tbese banks than 
:you have to send an inspector into the Bank 
()f England. 

Lord M acDOfinell.) Would not the .ri~ht 
ilrise from the fact of the Department's havlDg 
made the advances P 

Chairman.]. The answer to that is, Oertainly 
not; if I lend a bank money, which is rather 
inconceivable, I am quite certain of this, that 
1 should not thereby acquire the right to go 
into tbe bank parlour and e"amine ita books. 

Lord MacDonn.ll.) Noloif it had been a con
dition on which you financed the bankP 

Chairman. 1 If I made a bar~ain with the 
bank, .. I wnl lend you money If you let me 
examine your books," that, of course, would be 
110. 

Lord MacDonnell. 
608. (To the Witn .... ) Was it not an 

understood thing-this is Rule 16 of the bank, 
at page 23 of the little pamphlet we have: 
.. The books and accounts of the Society shall 
be open to the inspection of any member or 
person having an interest in the funds of the 
Society at the registered office." These banks 
have been started by funds advanced by the 
Department. 

Chairman. 
609. The book you have, Lord MacDonnell, is 

II book of rules of a. credit society not registered 
at all; we are talkmg wholly of the registered 
• ocieties. (To the Wit ........ ) Are tbere banks 
that are not r"gist"red at all P-I have no know
lPdge save of the banks that owe monev to the 
Department; I have made no inquiries into auy 
other. 

Lord MaeDonntll. 
610. Are your banks register"d P-l sbould 

fancy they are. 
611. I do not think any of the .. co-operative 

hanks in Ireland are registered; we want to 
bring them under !' system of registration. I 
8pt'"k under correction. 

CMirman. 
612. You may be right, but I thought they 

were all registered, and their rules authorilled. 

Lord Welby. 
613. Would you allow me to ask a question to 

clear up 80mething iu my mind? It appears to 
me that we are much in danger of falling into 
confusion between the action of your Depart
ment and (whatever the general law is I do not 
know) the general law with regard to a check 
upon these societies. I understand, I think, 
pretty clearly from you that vou can onlv 
go in the case where you have advanceil 
money. But considering you ihave discovered 
cases in which there h"" been misdoing of 
80me kind, I cannot gather from what ibas 
been said at present that there is any check 
whatever under the general law upon these 
societies.. For instance, taking your unsatis
factory societies, they may go on for any length 
of time without ever being brought to book, be
cause there i. no public officer-am I right--who 
can approach anil insist upon an inspection of 
their action? I ask the question because I can
not trace at present from anything that has been 
said that there i. any such general check on the 
proceedings of these banks P-That is a legal 
question, my Lord, I would not like to answer; 
I do know I have the right, under the bond, to 
recover the money. I confine myself to that, and 
once I get the money, although it does come to. 
my knowledge in several cases that there has 
been wrong-doing (I will put it in that way sO 
as to be perfectly sure), it is certainly not my 
business to do any more. 

614. Perhaps you are not able t<l answer that 
qu"stion. Apart from your action in the matter, 
taking the case of one of these. banks in which 
the secretary has misconducted himself, under 
no circumstances and at no time is that bank· in
spected by anybody outside the committee. by 
which such misdoings might be detected ?-I 

. cannot say. 
615. I think Lord Cromer asked the question 

as to why there had been no iletection of it. and 
my impression is that there bs been no detec
tion of it because there is no machinery of that 
kind. That is a question which first occurred to 
me on reading this Bill P-l inherited the sys
tem, as I have said. 

616. As Lord MacDonnell has said, il a bank 
was registered tmere would be inspection. Bu£ 
in the case of these unsatisfactory banks you ap
pear to think they are not registered, and there
fore there is no in.peotion ?-I know of no in
.p<>etion . 

617. That brings me to an important point as 
to whether there ought not to be some outside 
inspection, quite apart from that .which you 
e""rci .. with regard to what are SImply your 
own dep'artmental loans ?-I think some little 
Iil/ht wlll be thrown on this at a further stage: 
I ha'l"e some things which will show what has 
been done in the way of inspection. 

Earl of C .orner. 
618. But your position is that you thi!,k your 

dutv is to ","over th" money and nothmg el .. 
whateverP-That is my position. 

.1111. And 
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Earl of Cnmu-r-oontinued. 
619. And that it is not your business to take 

either legal or, if I may say BO, desultory notice 
of any irregularities or misdemeanours or any. 
thing else ?-That i. so; once the Crown Solici
tor sends me the money and the thing is closed. 
I am done with it. 

Lord Welby. 
620. I might go one step further than hi. 

Lordship and say that vou have no right to do 
so ?-I do not think I Ilave; I am not Crown 
Prosecutor. 

Earl of Cromer. 
621. In the event of a secretar,Y committing 

some offence which would bring hIm within the 
terms of the law, unless the Crown Prosecutor 
takes it up nothing is done at all ?-It might go 
into court. 

622. Through some private individual ?-The 
Attornev-General exisls; the Crown Solicitor 
passes these things through hi. hands and see8 
what is going on. 

623. But you would not consider' it your busi
ness, in the event of any gross impropriety or 
illegality of conduct coming before you, to send 
it to the Solicitor with a view to his taking what
ever action he thought fitP-I would not go so 
far as that. I .think there might be cases where, 
apart altogether from the mere recovery of the 
money, I should consider myself bound to send 
the case to the Attorney-General, but it i. not 
part of the system, and it must be a very ex
ceptional case. 

Lord M a.Donnell. 
624. But you do not consider it incumbent 

up@ you to give this new experiment any 
special consideration with the view of keeping it 
on right lines in its early stages ?-Here again I 
am going to tell you ,!hat I am prepared to do . 
as to that; you are askmg a queshon the answer 
to which is just coming on now. 

625. You'r general attitude of mind towards 
the system of co-operative banks is favourable P 
-To these co-operative banks if they are 
founded up<>n sound business principles; it is not 
favourable to ,banks that are not founded upon 
these . principles, because, as the Inspector says, 
tbev only do a great deal of harm. 

626. But to banks founded on the general 
princi pies which I have endeavoured earlier to 
enumeratp for you, your disposition would be on 
the whole favourable ?-J do not like to be put 
in the position of saying yes or no; I am going 
to state what will he done ten days hence by the 
Agricultural Board in Dublin in connection with 
this credit svstem, and I would rather you took 
my views from that statement than from a mere 
yes or no to a series of proposals read out at the 
table. 

627. It would be important and interesting 
from my point of view if you would be able to 
sav ",·hpther suoh banks conducted on the 
principles which WP identify with the Raiffeisen 
system would be worthy of considerate treat
ment at the hands of your DepartmentP-I 
shall answer that immediately. 

Earl of C'ffJrMf'. 
628. Tou are going to tell us definitely of the 

alternative sy.tem you think bett .... than the one 
which i8 proposed P-I shall give vou my view. 
upon that, but I have 'prepared ibis pruu at 
the request of the Chalrman, it is conoecutive, 
and if the Committee would allow me } would 
prefer to take it in that way, because I think 
It will cover the whole ground. 

eM'"",,'" 
629. I thinK it would be desirable if vou were 

ta read your statement, and then we' will see 
what it i8 that 'We desire to bave explained P-I 
would be much obliged if your Lord.hips would 
allow that to be done. I come now to 80me 

recent proceedings referred ta in Mr. George 
Russpll's evidence (Lord Northcote referred t" 
that a few minute. ago). Mr. George Russell 
referred pointedly (I use the word . Gpor!!e," 
because over in Ireland in reportinlf this the two 
of us willllBt mixed up) ta moo achon in regaru 
to an annual subsidy paid to the Irish Agricul
tural Organisation 80ciety by the Department, 
which enabled the Society, amongst other things, 
to superintend these hanks, and he implied and, 
indeed, stated, that my action in withdrawing 
that subsidy which enabled the Sodety ta do thi. 
and oth .. work had arisen from political motives. 
The facts are these: During the seven lears the 
Department was in existenoe before became 
Vice-President, a subsidy had been granted to 
an outside organ isstion called the Irish Agrioul
tural Organisation Society. 

630. Is that Sir Horace Plunkett's Society P
He i. President. In seven years this subsidy 
amounted to over £29,000. The Society claimed, 
and are fully entitled to claim, th.t they 
founded and pushed and pressed the co-operative 
movement in Ireland. Thev are entitled to this 
credit, but I know nobody in Ireland who is 
opposed to the principle of co-operation. I have 
never heard during the liftv or sixtv years of 
my sojourn in that country of anyboay opposed 
to the principle of co-operation, and it is wrong 
-I lay stress on it-it i. entirely wrong for Yr. 
George Russell to have led vour Lordships tl> 
believe, as he was reported to have done, that the 
Department (he callpd it the present Govern
Ioent) are oppoeed to agricultural co-operation. 
That is not 80. When I came into office three 
years ago, I was compelled to deal with this large 
subsidy. A very large section of the trading 
community of the country were arrayed in 
hostility against it. The Irish Parliamentary 
party were ull:ited a. one man !'gain.t it. ~t 
.... as discussed 1D and out of Parhament, and ID 
order to see my way clear (thi. i. the political 
action with which I am charged) I invited 
deputations from the Irish Asrricultural Organi
sation Society it ... H and from the trad .. rs of the 
countrv ta confer with me. I do not mean the 
small ·.hopk .... l"'TS in the West of Ireland, I 
mean the representative traders of the country 
from every part. 

Chairman. 
f.31. •• he you reading your .tatement now?

Yps. --. 
632. Are 
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Cha ........ n-<lontiu.ued. 
632. Are you oure P Do you know it by 

.heartP-Very nearly. ' 
633. Becauoe you do not appear to me to be 

Ye8ding itP-I aosure you, my Lord, I am 
Nading it verbatim. 

Lord MacDonnell.] There are a few inte"l"'la
:tiona which quite naturally arise in the course 
-of reading it. 

. Chairman. 
634. You appear to me to be laying some

thing which is not in the statementP-1 have 
.a lony experience of .public speaking, and per
haps drift into that, but it does not amount to 
more than & word here and there, 8S Lord 
. MacDonnell oayo, as an interpolation. The 
traders' case, M put before me by the large mer
",hants of Cork, Waterford, Limerick, and 
Dublin, amounted to this-I boil it down to 
ihi,: they said "that a State Department had no 
right to use the money of the taxpayer to employ 
"'gents to go around the country forming co
.operative societies to compete with those tax
payera who were carryin~ on the same business 
at their own cost and wlthout subsidy." This 
-argument wa-a presoed strongly upon the Depart
ment, and I have never been able to see the 
.mower to it from that day to this. The result 
of the depu ta tiono, and of the considiera tion I 
wal able to give the question, was that I Bub
mitted my policy on this matter of BubBidy to 
-the Council of Agrioulture in November, 1907. 
The Council is a purely adviBory body, which 
",onoists of 103 members, two-thirds being 
selected by the County Councils !>f. Ireland, t:wo 
from each county, and the remamlUg one-thud 
nominated by the Department itself. They 
represent all oreeds both in. religion and politics. 
The nominated member., 34, were nominated 
not hy me but by my predecessor. I informed 
the Council that I had made up my mind to 

.,.,ithdraw the subsidy which my predecessor had 
paid to the Irish Agricultural Organisation 
Society, and which had been the subject of debate 
and controversy; but in order that no hardship 
,bollid be caused to the agents of the 80ciety (I 
mean the P!id agents of the society), I under
took to continue a diminishing grant for three 
yean, £3,000 the first vear. ,£2,000 the second 
and £1,000 the third. After a debate extending 
over several houn, this proposal was accepted 
unanimously.bv the Council. A leading member 
-of the Irish Agricultural Organisation Society, 
who is also a member of the Council of Agricul
ture, stated that, so tar al he was able to speak, 
he belie .... d my terms would be accepted by that 
body. So, far from resisting my propoBaII, the 
Orll'Rllisntion Societv, at t·heir annual meeting 
held a r.. ... da VB afterwards, expressed satisfac
tion at the removal of what they considered an 
incuhus on their work-£4,OOO a year_. They 
-were. they laid, at laBt free. That had refer
pnce to the fact thnt two official member. of the 
Department bad a seat on tbe Council of the 
Agricultural Organi88tion Society 10 long .s 
they l'f\Ceived £4,000 of our money. Now, mv 
Lord. I lubmit that it will b. very difficult for 
anvone tn find politics in that. A few month. 
lIfterward., .. hen everything'w&s goingBmoothly 

(0.'1.). 

Cha ........ 1I--ilontinued. 
and satiafactorily with both organisations, the 
situation ... as rendered extremely difficult by a 
correspondence which appeared in the Irish 
Press. I do not produce that correspondence, 
and I do not enter upon it. merits or demerits 
because of this-it involved the charge of politi
cal action by the Irilh Agricultural Organisa
tion Society all'ain.t the N ationali.t Party, 
and I do not w18h to introduce politics at this 
table, but tbat correspondence compelled me to 
take action. Mr. John Redmond made it im
perative upon me by hi. letter-I mean a pub
lic letter in the Press-and as so much was in
volved I took the precaution of convening a 
special meeting of the Agricultural Board. At 
that meeting there was only one absentee-Dr. 
Kelly, the Bishop of Ross. Now, my Lord • 
when politic8 are referred to as governing the 
action of the Department and my action, I 
sbould like your LordBhi-p to remember that this 
Board is a statutory body; that it has the sale 
control of the Endowment Fund of the Depart
ment, amounting almost to £200,000 a year; it 
consist. of men like the Archbishop of Tuam, 
Dr. Healy; the Bishop of Ross, Dr. Kelly; L~rd' 
Monteagle, Colonel Everard, His Majesty's 
·Lieutenant for Meath; Mr. William McDonald, 
the Chairman of the Cork County COllncil, alld 
Mr. O'Neile, the Chairman of the Dublin County 
Council. It consists, I think, of 13 men; I make 
14 when I am in the chair, and I sa:r. that the 
ides of any man sitting in a chair ilke this
before a responsible committee of one of tbe 
Houses of Parliament, and charging either the 
Vice-President, who is subject to thiB body in 
the sense that they control his whole finances, 
or these gentlemen, with political feeling in a 
matter like tIlis is p~rfectly inexplicable. Here 
is what the Board did upon this corre
spondence, wbich I say l was compelled to take 
action u'p0n: "A letter from the Irish Agri
cultural Organisation Society was read, re
questing a relaxation of the supervision at 
present exercised by the Department's official. 
over the entire expenditure of the Society" (1 
have already explained what that means). "In 
connection tberewith the Board considered the 
question of tbe recent correspondence in the 
Freeman'. Journal, and articles which had 
appeared in other publications, as well as 
speeches concerning the future policy of the 
I.A.O.S." (as it is commonly called). "After 
full consideration the Board decided tbat the 
impression which these letters, articles and 
sDeech". had created-namely, the a.sociation 
of the Irish Agricultural Organisation Society 
with hostility to a political party and to cer
tain trading int~rests-grestIy increased the 
difficulty of the Department, already for aome 
years very considerable, in helping the co
ooerative movement bv means of a subsidy to 
this Societv, and made it impossible for tbe 
Department, in the intereots of their schem"" 
throughout th.. country, and in that of 
the co-operative movement itself, to continue 
thl'ir present relations witb the Irish Agricul
tural Organisation Society. It was of primary 
importance" (the Board said) "that the 
Department sbould be above suspicion of being 
involved, directly or indirectly, in attacks npon 

F ~y 
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any political party in or out of Parliament, or 
npon any legitimate trading interest. The 
same applied to the agricultural co-operative 
movement, which the Department had been 
assisting, and which the Board concurred with 
the Council of Agriculture in considering 
necessary for the well-being of Irish farmers. 
The Council, while divided as to the method 
of assisting the movement hy grants to the 
Irish Agricultural Organisation Society, were 
unanimous in support of agricultural co-opera
tion itself." (ThIS is the body which was repre
sented to your Lordships as being opposed to 
agricultural co-operation-the Board speaks in 
this minute; the witness in this chair, who has 
no knowledge of the facts, spoke to you.) 
H Happily" (they say) "the work of the 
Department was now regarded as non-con
tentious, and met with no opposition from any 
party or class. It was of the greatest 
importance- to preserve this character for 
it, and to keep it free from association with 
political controversy or propaganda in BnJ 
10rm. With this end in view" (now, here IS 

the key to the whole position, my Lord) " the 
Board decided that the aid of the Department 
to agricultural co-operation of a non-contro- -
versial character should henceforth be given 
directly, and that the arrangement of assist
ing the movement by means of a subsidy to the 
Irish Agricultural Organisation Society should 
cease. The relations which had hitherto 
existed between the Society and the Depart
ment should accordingly terminate as soon as 
practicable, and the Department's officials 
should no longer serve on the committee_of the 
society or take any responsibility for its work." 
Then there is another paragraph intimating 
what I proposed to do-not to take it all 
off at once, but to continue the grant of 
£3,000 to the end of the year and then stop. 
H Meanwhile, the Department should be pre
pared to give direct assistance for the organisa
tion of agricultural co-operative societies in aU 
the now well-understood non-controversial 
forms." Now, my Lords, that is -the position 
I, as Vice-President, am in. 

Lord MacDonnell. 
635. Might I ask one question? You say: 

"The Council of Agriculture represents all 
creeds, both in religion and politics. I in
formed the Council that I had made up my 
mind to withdraw the subsidy which my pre
decessor had paid to the Irish Agricultural 
Organisation Society." Was it open to the 
Council of Agriculture to oppose your deter
mination?-It was quite open to them to take 
a division upon it, and divisions were taken in 
the time of my predecessor upon it. , 

636. Would a division have been effectual in 
preventing you ?-I expressly stated at the De

ginning of that paragraph that the Council was 
a purely advisory body. 

Chairman. 

C Aairmml--continued. 
"'ould you allow me to say, my Lord, that Mr. 
G~rge Russell is entirely responsible for that. 
It IS Tery hard. Your Lordships sit hf'l't'. aod 
the Irish papers are full of this in I ..... land. 
The Department aod I my •• lf. on Mr. Gt>orge 
hussell's evidence, are charged with political. 
motives in all thi •• and I do think, when vour 
Lordshi ps were good eoough to .ummon me to 
attend, that I ought to be able to put matters 
right for the Department, at all t'Yents, before 
the Committea. 

63S. I do not propose to prevent you froll~ 
reading what you have written, but it is a vt'ry 
long way from our inquiry P-I have eaid th.t 
the Biehop of Rose was absent-and thie i. the 
la.t point now upon this matt.,.; but he was 
aware of what was taking place. Now, .. 
regard. the Bishop of Ross, I think he
is one of the greatest a •• ets Ireland has 
in this matter of agricultural education. 
He wrote: .. There has alwsV1l been .. hesi
tancy at the Board as to whether the Depart
ment should directly organise co-operation of
production, or ehould 8ubsidise an outside body. 
like the I.A.O.S., for the purpose. The latter· 
method has heen trit'd. The restivent' •• of the
Society under the Dppartment's 8upp1"Vi.ion of
the expenditure of its own funds, the recent 
publication of Mr. Rolleston's letter, and other 
expressione of opinion at the mt'etinge of the 
Society and in the press, and the inexplicable· 
desire of members of the Societ,- to come into 
conflict with political orgnni.abons in Irpland 
force me to the conclusion that th .. alliance 
between the Department and the I.A.O.S. mURt 
be severed." Now, my Lords, a8 I have told
you, the Board is a statutory body, lind the.v 
have an absolute veto upon every shilling of 
expenditure of the Endowment Fund. The 
position, therefore, is this: Thi. minute of the 
Board is the key to the relatione between the 
two bodiee. ThP Board r .. eolved in effect: firot. 
that in the public mind the I.A.O.S. waa acting- e 

in a spirit hostile to the Irish Partv; eecondly. 
that further entanglement with tlii. organise
tion was prejudicial to the work of the Depart
ment; third, that the relationship should he 
severed; fourth, that the represpntntives of tho 
Department on the Committee of the Organioa
tion Socipty should be withdrawn; and, finally, 
that the Department should do its own work as 
regards co-operation 80 far a. it thought fit to 
do so. This being the finding of the Board, 
your Lordship will 8ee that I am in 8 1If'D'" 
bound by it, although it is quite true, as Lord· 
MacDonnell has etat .. d, that it is my business . 
to propound the policv of the Department. 
Lord MacDonnell is quite right there. 

Lord MacDonnell. 

639. I merely ask questions ?-That is so, 
and your Lordship will understand that in a 
matter like this anyone in his senses vested 
with responsibility could not afford to set aside, 
and would never dream 01 setting aside, th" 

637. If I may say so, we are getting a very opinion of such a body as that which I have 
long way from the subject 01 our inquiry P_ described to you. 

, -... 640. CaD' 
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640. Can we not gct on, because, to 
my mind, this is all beside the· question 
we are inquiring aboutP-I have no other 
.apology for putting all tbis in, save and except 
that Mr. George Russell was allowed to say 
things the last day which have done very much 
prejudice to us in Ireland. I have ilearly 
finished, however, and I now come to answer' 
Lord Northcote's question, and I think we will 

· get on territory now that will certainly be 
relevant as regards these banks. At a meeting 
o(Jf the Congested Districts Board, held the 
...,ther day, at which application was made by 

'. this society for a subsidy of £1,000 a year from 
them, I made certain statements; 88 a member 

· of the Board, objecting to the grant, and these 
statements were challenged by the secretary to 

· thil organisation. He wrote asking for the 
names of the loc;etios. I gave the informa-

· tion, my Lord, that I gave in the opening part 
of my statement to-day, as to the number of 
banks which have been proceeded against, and 
the number the Department had recovered 
money from, and some statements from the 

· inspector's report about the probable loss. The 
secretary of the-organisation wrote a letter 

· demanding the names of the societies. I gave 
him exactly the information I have given to 
your Lordships, and I said it did not seem that 
any public interest would be served by giving 

· the names of the societies, and I rather objected 
o(Jn other grounds; I said I was not sure how 
far the Department would be justified after the 
minute of the Board in doing it. Now, m., 
Lord, I have had the files examined, and thIS 
will answer a qUe!ltion of Lord Northcote's
there were fifteen agricultural banks involved 
in the .Ioans ~a~ ~ad been recovered through 

· the Cr.owl! SohcI~or. The secretary of the. 
OrganISatIon SOCIety wished to have the names 

· of the societies. He complained that we had 
never . as~ed th,! aid ,!f the Agricultural 

· OrgaDlsabon SOCIety, whIch had established 
these banks, and which had advised with them, 
that we had never asked them to assist us, and 
complained very bitterly that that was not the 
wav one Department should treat another. 

64~. I reallv P!'6te~t against all this; we have 
nothmg to do With ItP-I am coming now to 

· the banks. Why should Mr. George Russell 
have been allowed P 

64~. That I 0Bl!not tell you, but We have 
nothmg to do WIth thisP-Very well' here 

. is the fact. Twelve out of the fiftee; ca .. s 
w~re reported upon to the Department by the 
IrISh Agricultural Organisation Societv, and 

_ here are samples o.f the reports: "No.1. 
I.A.O.S. recommends that the loan 'be with
~irawn ; the pe?ple are too lethargic, and that no 
Improvement ID the management of the society 
can be looked for. I.A.O.S. advi .. that the 
Department should state that the loan' must be 
•• paid within a jl'iven date." The Bank Bsked 
for time. :We asked the opinion of the I.A.O.S., 

o ~n~ they advised UI n?t to give the time and to 
mSlst upon the loan beIDg paid up. 
• 643. Are you going to read all those P-No, 

· Just extracts; there are t ..... lve. 
644. One il enough; you can put the others 
(0.7.) 

Chairma7lr-COntinued. 
in P-Very well. My case now is with regard to 
Lord N orthcote and the names. I say out 
of the fifteen banks of which the Irish Agricul
tural OrganisSltion Society asked to have the 
names, -they investigatedtne condition of twelve 
of these banks for the Department. They 
reported upon the state of these banks, they 
advised as to the proceedings that were taken, 
and I say that '1 cannot understand Wlhy-the 
society that has done this should ask ior the 
names. 

Lord N orlhcote . 
645. The only question I would like to ask in 

connection with that is: Did these fifteen banks 
originally obtl\inaesistance from the Govern
ment through the Association ?-They got the 
·money from the Department. 

646. They obtained money from the Depart
ment, and their case was represented to the 
Department by the AS800iation ?-Cerlainly. 

647. And you do not feel justified in inform
ing the Association at their request of the names 
of these defauHing banks ?-I have not made 
myself clear. In t'l'j'elve out of the fifteen casel 
the Department in the time of my predecessor 
handed over these defaulting banks to the 
I.A.O.S. for report. They reported upon them; 
they advised the procedure to be -tsken against 
them, and I cannot conceive whv people who 
have done that should be asking for the name •. 

Lord MacDonnell. 
648. What harm would it have done if you 

had told them, .. You ihave already inquired into 
these things; we are acting on your own recom
lIIlendations" ?-I did not know that until 
Thursday. 

Chairman. 
649. I want to draw vour attention to our 

inquiry, which is simply this: Is it desirable to 
extend to these banks what they call unlimited 
liabilityP That i. the inquiry we are upon?
My Lord, I am now finished so far as these bamks 
are concerned. I wouad never have .aid one 
word about either the position of the Department 
or the position of th ... e banks and the I.A.O.S., 
but I consider that I was -bound after the stste
ments of Mr. George RU9Sell in this chair to 
clear the Department of this charge of politics. 

650. Now vou have had the opportunity yeu 
desired to .ha'·e, 'Ind upon your evidence I per
sonally have only one Question ?-I have one 
word to say about the Bill itself. 

651. You may say that, but upon your 
evidenoe I have only one question to ask you, 
and that is this: Is it in your opinion desirable 
that provision should be made for the registra
tion of these societies, not under the Friendlv 
Sodeties Acts as they are now registered, as I 
understand, but under the Il)dustrial and Provi
dent Societies Act, 80 that they may carry on 
under the Bame roof and with the same com
mittee the double businesses of co-operative 
traders and banke .. , and that they should do it 
with unlimited liability 1'-1 am not in favour of 
that, and I will tell.:vou why. 

652. Will you tell me ,!hy P-That is jUBt the 
nerl paragraph I am commg to. 

r II 653. Tha& 
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CAairman-continued. 
653. That is our inquiry ?-I have already 

pointed out that to a proper agricultural cred,t 
aystem I have no objection, that is to say, the 
Depa.rtment ,have no objection to it, but I wish 
to make it clear that Section I, line. 9 and 10, 
of the Bill will probably receive a very close and 
minute examination in the House of Commona 
at .the hands of the Irish members. If I under
stand the section aright, it means that an agl1-
cultural credit bank or society may become a 
trading organisation as well. I think you will 
find the traders of Ireland arrayed in strong 
opposition when 11hey realise what is possible 
under this system. I think the section is too 
widely drawn. If the section had confined itself 
to agricultural requirements, such as manures, 
seeds Or machinery, or things of that kind, I 
should not ha .. e had the objection I have to it, 
but this is so widelv drawn that all kinds of 
merchandise might be brought into this store. 

.654. Certainly, and I understand that to be 
the meaning of it. You say it will receive 'Very 
minllte criticism' possibly ,in the House of 
Commons. ,Will you ten me why those men 
should not be entitled to' combine together to 
supply themselves with other things besides the 
thmgs that they require in connection with 
agriculture, such as clothing, tea, sugar, ooft08, 
and such-like things? Why should they not P
There is no reason to object, as far as I am con
oerned, or as far as the Department is concerned; 
but what I wish to point out is this, that the 
trader. of Ireland, if they find that. a bank is to 
be opened and a store on the same prem';ses, will 
naturally conclude that the people will borrow 
the money and deal with that store. 

61i5. Then your objection is not to the prin
ciple, which you consider good, but to the im
practicability of the thing, as you think it will 
receive so much apposition ?-I have said all 
along that I have not the slightest objectian to 
the principle of co-operation, and I see great 
good likely to arise from it, but I feel bound to 
tell the Committee that if this system were 
brought into Ireland, the traders who after all 
are citizens and taxpayers, and who in days 
when there were no such things dreamt of .tood 
for the peaple of Ireland in times of stress and 
lost heavily upon them, are entitled to fair play, 
at all eV0Jlts, at the hands of the State. I have 
not the slightest objection to co-operation of any 
kind whatever, so long as vou keep out of the 
region of a State subsidy. That is not co-opera
tion at all; it sins against the fundamental prin
ciple of co-operation. 

Earl of Cromer. 
656. Under the words" State subsidy" would 

you include lending by the State ?-I think the 
shopkeepers would have an equal objection to 
that. 

Chairman. 
651. Does this Bill cantemplate State subsidy 

at allP-No. 
658. Then that objection does not arise under 

the Bill P-That is so. All I 88y with regard 
,to the Bill is that thal section is so widely 
drawn that YOllwill encaunter furious opposi-
.' 1 .'., ' 

CI ... irman-continued. 
tion in the House of <!ommons, and you will pl'a
duce a.groat deal of d,sc~rd, bad feelillg, and bad 
blood 1D Ireland. That 11 my opinion. 

659. I think ~aur opinion ia'prohably of some 
value on a pomt .of that kind-conaiderable 
value, I may say. If the Hill were confined to 
giving to the societiea that which they waut. 
power to carry on a co-operative businel' limit.d 
in. ita obJec~s tos:ethe~ with a hanking buaine ... 
With unlimIted li.abll1ty, would you theu. think 
the scheme praobcable P-I have na objection 
to it. 

'660. But you have no objection to the other; 
yon think it would be impracticable because it 
could not be carried through the House of Com
monsP-1 only speak from my own knowledge
of the House and my 25 yeare' knawledge of tbe 
Irish Members. 

661. I quite understand that, and I think it 
is very good of you to tel! us. I have no doubt. 
there is a great deal of truth in it, but do you 
think from your knowledge that it would be· 
practicable to carry through the House of Com
mons a Bill which provided for limited co
operation-that is to say, co-operation limited 
to agricultural purposes together with banking
with unlimited liabilityP-I think that i8 an 
entirely difterent thing, of course, and I cannot 
see that anybody has a right to complain of that. 

662. Th,s first section says, .. in conjunction 
with trading on cO-0'perative principles," not 
limiting the word tradmg at all, and that is your 
pointP-That i. my point. 

663. But, suhject to that, von do not obJect to 
the principle of co-operative 'trading joined with 
banking and carried on with unlimited liability!' 
-Personally, I do not object, and the Depart
ment will not obiect, but I cannot guarantee 
that the traders will not object. 

Earl of CrMMr. 

664. I only wanted to ask a small que.tion. r 
think you said in the course of your evidenc .. 
that the loans had frequently been made I", 
people you did not think had any right to get 
the loans, such as road contractors P-,I did. 

665. And that those were people who should 
have gon., to the jllint .tock bank. P-Yes. 

666. Have you had many cases of that?
There have been .everal, but they may not all 
have been brought to mv nolice. Several ba"e 
been brought to my not[ce. 

667. Under the rules, it is entirely for the
committee to judge whether the loan is a proper' 
one or noH-Certainly, I agree. 

668. A83uming that what you say has bap
pened (I daresay it may have been the casl'), d" 
you think that abuses of that sort could be 
obviated by laying down more distinctly for 
what purposes the loans are to be, instead of 
leaving an entirely unlimited discretion to tbe 
committees ?-Of course, if you can get the rull" 
carried out. But the summary I gave of these 
unsatisfactory societies with illiterates at their 
head not knowing the rules or anything else, 
sltow. that there would be very great difficulty. 

669. The spirit of the thing was tbat a man 
should have money adva1lced . !obim for _omp 
purely agricu.1tIVS! purpoile, such as bwyhlg ~eecf 

- . or 
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Earl of C1-01MI"-continued. 
or ~ioultural lIlachin.ry, or a pig or a cow?--
Certamly. , , 

ti10. And not for any other pu.rpose, but you 
now say that these road contractore and others 
have received advances for purposes wholly un
ilonnected with agriculture: is not that the ca""P 
-1 do not know that the state of the roali. is 
wholly unconnected with agricult!1re, but at all 
event •. th.y .al.'& transactions which ought ~ be 
done WIth a JOint stock bank, and not with small 
bank. of thiB kind., That is my judgment. ' 

,Lotd MacDonnell. 
, '67l. I have very little to ask; I think Mr. 
RUB.ell and myself are in complete agreement, 
,but I understand that Mr. Russell has stated 
that he is in favour of th""" co-operative banks 
with unlimited liability, provided that the area 
they serve is small, that the clientele is smaH
that is, that the numbers of the banks are smaH, 
that the money is given for particular purposes 
conn.cted with agricultural lJUsiness, and that 
the mem bere look after the point of the expendi
ture of the money upon these businesees. In 
that I fancy Mr. Rus •• ll is in agreement with 
meP-They are all large assumptions; if you 
can get them done I am in agreement. 

612. With regard to trading, you are also, I 
understand. in agreement provided that the 
trading i. done'n the same way. equally limited, 
and haa reference mer.ly to agricultural wanta 
and necessities; is that so P , 

Chairman.] I underst"nd-and you will oar
rect me if I ani wrong-that, personally. you 
have no objection to unlimit.d co-operative 
trading-that i. to .ay. unlimited in its charac
ter-but you do not think that any such scheme 
would have any ohance of getting through the 
House of Commons P , 

Lord MacDon1l<111.] I thought the unlimited 
character had ref.rence to the lending of money. 

Wun .... ] No. I think I must explain mys.lf. 

Chairman. 
613. What he laid. as I understand. was thia: 

As to the co-operative trading as distinguished 
from the bankmg. it ought to be defined in the 
Act of Parliament, and show that it ahall be' 
limited to agricultural tradin~P-That i. so. 

674. If you were to make it general. 80 that 
the people could get their boots and ahoes, and 
their t.a and colf.e. you would have .uch an 
opposition to it in the House of Commons that 
thel'fl would be no chance of g.tting it through. 

Lord MacDonntll.] I quit. agr.e that it is 
necesaary to begin with limited trading directed 
to agricultural requirements. 

W.".. ... ] The Committee will take it from 
m •• and I represent the D.partment h.re to-day. 
that neither I nor the Department have any 
objection to co-operative tradin~ of any kind 
'What ..... r. AU the objection. and •• Il the fight up 
tn the present haa not been on co-operation at 
all. but nn aubsidi.ing co-operation. and as fer 
a. thie Bill and the proposals in the Bill are 
Muoerned. I do not see logically how an:--one in 
I.eland. trade •• Ill' anyone e18e. co'!id object to 
It, but Ireland is not governed by logic. and you 

will ~d the. most. s,eriou8 objection, and your 
Bill will be 1m perllled. ' . 

'Chairman. 
675. ~ e are I!'etting outside the scope again P 

-Th~t 18. all I.liave. to s~J' about co-operahon. 
676. VI' e are not mqulrmg whether Ireland is 

~overiled by logic., or' even· EnglandP-Lord 
Beaconsfield said that England was not. 

• • • I 

Lord N ariMot •. 
617. There are only two questions upon which 

your, evidence clliI'ers materiall), from that of 
previous witnesses. I u,!d~rstood you to say that 
th.re ~as a branch of a Jomt stock bank open in 
every village.prllCtically throughout Ireland. one 
day or more 10 the week; was I correct in that? 
-You are quite Mrrect in that, as anyone who 
has gone through Ireland 88 I have done can 
testify. 

.618. The arguments of the promoters of this 
Bill were that there were large diatricts in which 
joint stock banks had no branches, and where 
the banks in question would provide husine.s for 
the joint stock banksP-I will tell you what that 
r.ally means. My language was that in almost 
every Irish village joint stock banks were op.n 
on certain days of the week. or on markets or fair 
days. and the population coming to a mark.t or 
faIr com •• from a wide area'lerhaps 20 miles; 
and I say that is just on. a the very things 
which some people question, whether all this i. 
good for the farm.r. at all. 

619. I rather gathered from the previous wit
nesses that there were no such branches. There 
was anoth.r point. that you said the Irish 
peasants had deposits ill. these banks but were 
v.ry much. frightened that their colleagues 
ahould know what money they had.. That 
anneared to me to be rather in contradiction of 
the evidence we have had. which was that all the 
depositors knew .verything about one another, 
and also that they were exceedingly anxious to 
promote the succes. of these banks from a feel
ing of mutual goodwill ?-I doubt that. I know 
that the Irish peasant is naturally of a suspicious 
temperament. and he very much objects to let
tin~ ,hi. ll.eigbbour know what he is possessed 
of. Just as in the old days he was sometimes not 
so poor a. h. seemed to be. It arises very much 
from this feeling of suspicion. 

Earl of CrOfMr. 
680. That is not confined to the Irish peasant, 

I think t-I expect it is not. 

Lord H.,."htll. 
681. There was only one point in connection 

with these road contractors I wish tn ask a qu.s
tion about: what sort of sum would be lent to 
them-I suppose a fairly large sum P-I have 
!,ot pressed my inquiries so far as. that ; I sa",: it 
10 the Report. and I challen~ed It. and the 10-
apector defended it. He sBid it was within the 
power of the committ .... and the labourers' cot
tages in the 8ame way; a farmer takes a con
tract for a road and another farmer tak .. a con
tract to build 8 labourl'1'·. cottage. and the i ... 

spector 
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Lord H~tinued. 
spector defended that .. a proper expenditure of 
money. It w ... not my opinion however. 

Etrl of CrOfMr. 

682. There can be no doubt that if these are 
the rules that apply, it is within their powers, 
because the power is absolutely discretionaryP
They understand now that they will get no 
money from me for any such purpose. 

LOTd MacDonnell. 
683. Do you think that any such loans should 

'be prohibitedP-I think they ought to get the 
money from the joint stock banks, and they 
<lught to be prohibited in this case. . 

LOTd Welby.] I am extremely anxious to 
understand something about the nature of the 
inspection taking place by an inderendent 
authority. I am not sure that Mr. Russe I is tbe 
person to ask the question of, and I want to ask 
your Lordship whether the question will not be 
properly addressed to the Registrar of Friendly 
Societies. 

Chai1"17lan.] He is the man to telI us about 
• that; I am told, Mr. Russell, by Sir Horace 

Plunkett, that alI these societies are registered 
at presl'nt under the Friendly Societies Act. 

W itn .... ] I think that is so. 
684. The Friendly Societies Act fixes them 

with unlimited liability, but it does not give 
them registration; they have to act through the 
trustees, and it does nat enable them to carry 
<In 'at one and the same time co-operative trad
ing and banking. If they get registeroo under 
the Friendly Societies Act, they get incorpora
tion, al!.d if that Act is amended for the purpose, 

Lord MacDcm",U-continued. 
will they be able to gl't unlimited liabilityP
Yes, 80 far ... I know, my Lord, and as to the 
banks which were inopectNl by thi. In.h Agri
cultural Organiaation Society during the time of 
my predecessor, all the bUlin_ of the baak. 
W81 traD.llacted through that Society; they in. 
spected and found out every thin I!' about them. 

6115. 1 am at present upon Lora Welby'. quea
tion: If the Induotrial and Provident Societi ... 
Act is amended 10 al to give unlimited liability, 
everrthing that the promoters of thie Bill have 
in view can be attained; they can have co-ope .. • 
ltive trading, and they can have banking; they 
caD have them both uDd ... ODe roof; they can 
have unlimited liability and inco~oration, 
everything they want, aua my view is (I do nat 
know whether you know lufficient of the Act of 
Parliament to enable you to an_er that qu~ .. 
tion-thie was Lord Welby's queation) that the 
accounta of. such a lociely can by law be ex
amined by the Registrar under that Act of 
Parliament. I do nat know whether you know 
sufficient of the Act to enable you to eay whether 
it is so or notP-I do not. 

Lord Welby . 
686. I m'ght, perhaps, ask you a queltion. 

You have come across the knowledge of 80me 
malfeasance in the past in connection with 
certain of these societies, but you have no evi. 
dence, I gather, that any independent authority 
has examinefl the accounta OIl theae bankl and 
brought them, 80 to speak, to the Bar P-That is 
80, my Lord. I have t .... cases on the filea of 
wrong-doing on the part of the secretaries which, 
if they had been taken up lep:allv, would cer
tainly have landed them in difficultiel with the 
law. 

THE RIGHT HONOImABLE Sm HORACE CURZON <PLUNKETT, K.C.V.O., is called in; 

and Examined aa follows:-

Chairman. 
681. Sir Horae'll, I think you are now quite 

llOnversant with the objecta of our inquiry and 
the scope of it, and 1 should like you to give 
the Committee your views upon it?-My Lord, 
I take it that, in order to save the Committee's 
time, I need not state my own personal ex
perience in connection with this question, my 
official and unofficial experience for the last 
twenty-one yea1"8, because that has already been 
.given by Mr. George Russell. There is a great 
deal of evidence that has been given by the last 
witness which I am very much concerned to 
reply to, because my own responsibility 
10r the expenditure of public funds is very 
gravely invoh'ed in certain statemente which 
he has made; but I cannot myself see that it is 
)"elevant to your Lordships' inquiry, and there-
10re I. think I must take some other oppor
tunity. For instance, Mr. Russell, although 
he told us that Mr. John Redmond made his 
attitude towards the co-operative movement 
imperative, said that he was inll.uenced by 
no political motive. He further told U8 

that there was no trade opp08ition to co-

Chairman-continued. 
operation, but only to a State subsidy, 
and yet he say" that if thi. Bill i. pre
sented to the Houae of Commons it will be 
knocked out by the traders. He further tell. 
us that the Department had inll.uential deputa
tions of traders, not only country traders, but 
traders from the chief cities in Ireland, and 
that his action was very largely guided by 
them. I cannot for the life of me see how 
it can be supposed for a moment that the trade 
do not object to co-operation, as they have done 
until quite recently in this country. aa they 
have done in every country in Europe where 
co-operation has been introduced, and as they 
are still doing in Ireland. To say that they 
simply object on high constitutional ground. to 
an undue intervention of the State in the 
business of the people, seems to me to be 80 
contrary to all fact and experience that it i. 
hardly worth while replyin~ to that point, 
although it is a very material one. If your 
Lordship. should have any doubt upon it I 
muot, of course, but it seem. to me that it is 80 

well known ijiat it i. hardly worth while 
-- arguing 
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Chairman-continued. 
arguing. Therefore, unless your Lordships 
wi.h me to give fact. to prove that there 
is .till a trade opposition-as I think a mis
taken trade opposition, because I believe that 
agricultural co-operation would enormously 
benefit trade--un.le ... your Lordships wish me 
to deal with that point, I propose to lea-.'&" it 
alone, as I have often argued the matter in 
public, both in writing and in speeches. 

688. I do not think we want you to travel 
into that fieldP-Very well. Then perhaps it 
would be relevant just to tell your Lordships 
very briefly what the origin of the connection 
between the two Government bodies, the 
Department of Agriculture and Technical In
struction and the Irish Agricultural Orl(anisation 
Society, was. I was the person chiefly respon
sible for organising and setting to work this 
new Department. I had taken a good deal of 
interpst in the inquiries which led to.the creation 
of this new institution, which vour Lord
ships no doubt are Iware was based, not upon 
any British or Irish precedent, but entirely 
UpOD the experience of a very large number 
of Continental countries. A non-political, but 
very representative, committee of Irishmen 
made an inquiry into the condition of rural 
communities in nine European countries, 
selecting countries which had peasantries for
merly depressed, but now prosperous. Th. 
object of the committee was above all things 
to ascertain how much of the improvement wall' 
due to the action of the State, and how much 
to the organisation of voluntary effort. In the 
.sult, as those who have read the report of this 
committee know, the general concl usiolt was 
arrived at that while in a country situated as 
Ireland is there must.be a very large del?arture 
from laissez laire, and· that Contmental 
methods which were not required perhaps in 
other parts of the United Kingdom, must be 
adopted and adapted; at the same time, far 
more important than anything that the best of 
Governments could do for a peasantry was what 
the peasantry could do for themselves by adopt
ing co-operative principle., one very im
portant Jlart of which is, of course, the 
organisatlon of credit, with which your 
Lordships are dealing in this" Committee. 
1'10 it came about that the Department of Agricul
ture was founded very muCh more than any 
other institution in this country on the idea of 
the State not providing any substitute for the 
voluntary efforts of the people, but taking such 
action as would evoke and supplement their 
efforts and, pari l>a88'U, with State action, ever 
sino.. the Government in Ireland began to 
adopt those Continental methods, the bodv of 
men with whom I have worked for 21 ~ have 
l,een trying to build u? outside the Government, 
but in co-operation With the Government, a syB
tem of organised voluntary effort covering every 
branch of the main industry by which the people 
live. A. one who h ... been responsihle both for 
the action of the State in this matter, and still 
more for the actinn of an organiaation having 
now nearly 100,000 members-an organisation 
which has been supported most liberally, not 
only by the publio but by the very poorest of the 
poor in Ireland_n organiaation which your 

Chairman---<lOn tin ued. 
Lordships may imagine from the evidence you 
have h"!",d has relied mainly on State 8ssist8l!c8 
but which has derived at least twice as much 
fro!" volun~ry sources as it ever got from State 
asslstance--It is on behalf of that organisation 
that I come before you to-day and wish to di .... 
~UB8 with you what "e regard as an eJltremely 
I~portan~ measure for removing certain obstruc
tlonsw hlch now stand in the path of our pro-
8'."ess. I am now prepared to anBwer any ques
tions .that may be asked of me about the details 
of thIS measure, but I should like in the first 
place to make it clear to the Committee why it 
~s tha~ we have.ask~d for .speciallegislation deal
mg With what IS Vitally llllportant but still only 
one part of our co-operative l?rogramme--why 
we cannot deal with co-operatIve credit in the 
same way as we Bre dealing with all other part. 
of agricultural organiaation. The reason is 
simply this, that you are dealing with very poor 
debt-laden and very ill'norant, although happily 
in Ireland, very intelligent communities. They 
are often absolutely under the control of the 
trader-creditor-not so much the gombeen man 
of whom we have heard so much, but of the 
ordinary local shopkeeper--

Earl of Cromer. 
689. Is the gombeen man only a uaurer, or 

is he often a trader and usurer ?-The gambeen 
man was originally, I understand, a money
lender-he may not have been usurious, but r 
think he was a moneylender, and in all poor 
communities money is lent at very high rate. of 
interest-necessarily so, and it is generally 
allowed that those who can pay have to make 
good for those who cannot, and the interest i. 
therefore alway. extremely high. The gombeen 
man is a moneylender pure and simple, but in 
recent years there has been a tendency for pure 
money transactions to disappear, and for short 
credit to take the place of direct money loans. I 
have known communities in Ireland where 
money hardly passed at all, where the poor people 
were carrying on a system of barter, where the 
shopkeepers - often kind-hearted men - were 
working an abominable sy.tem, a system 
abominable through no fault of theirs (there are 
black sheep in every flock, and some of them are 
very bad), and under the system very often you 
hav., the local trader just givin~ his customer. 
enough .to keep them alive, givmg them what 
they absolutely hlrVe to have, and taking from 
them everything they produce, and where they 
have not \\nytbing substantial to give, even 
taking their labour; for instance, when they 
go into..,., and gather kelp for them. YOuI' 
Lordohil's can easilv understand that in these 
transactIons the under..,rediting for what these 
poor people turn in, and the overcharging for 
what they receive on book. they never see, and 
probably oould not reed if they did. may cover a 
svstem of usurv that would make Shylock turn 
in his grave if it w ... r~.ally analy~ed. That 
is the system we are trvmg to abolIsh. Now, 
when vou come down to a community of this 
kind, these people obvio~8lv hal'e nC? er~t ~t 
all to give; the only cn;dlt they can gIl'e 11 their 
joint and several aecunty. 

690. In 
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Lord Welby. 
690. In order to undentand, I ask you thi8: 

Is your organisation responsible for tnis Bill P 
Do you father itP-I think. Mr. WoUf is more 
responsible, but we do -

691. You were speaking of" we "P-We tho 
Organisation Society, support it. ' 

Chairman. 
692. I ahould like you, if you could, to tell us 

whether you see any difficulty in introducing by 
legislation the ,rovision that Mr. W oUI and Mr. 
George Russel 8ug~sted would be sufficient, 
namely, the unlinuted liability-that is the 
main point-the unlimited liability and the 
joint co-operative trading and banking.-I pre
sume you mean introducing it into tlie Indus
trial and Provident Societies' Act P -

693. I do not mean that· that is a technical 
difficulty. What I mean i~ the practical diffi
culty of getting it through Parliament, becauae 
we may be of opinion that it is a very desirable 
thins: that these facilities should -be IMlcorded, 
but .t may b~ that 'Ye ar~ atte~pting to recom
mend somethmg wh.ch 'WIll. be .mpossible. Mr. 
T. W. :aussell has told us ihwt in ·his opinion 
there wull ibe such an objection, in the House of 
Oommons particularly, to co.operative trading 
of a general character combined with banking 
as to make it hopeless to get such a Bill through 
the Commons.-My- Lord, there seem to be 
two questions, firstly, - the power of one of 
these crroit societies -to trade at all, and, 
secondly, their power to go outside agricultural 
trading and trade in tea and sugar and 80 forth. 
Now, w!th regar? tl? the right to trade at all, 
th~re w.ll ,be obJecbon to that which really I 
thmk myself has more to do with the 8econd 
oDjection than ... th the first. I cannot conceive 
how, if you begin one of the societies with the 
ohject of jointly purchasing seeds, manures, and 
-so forth, you can prevent them, should they wi8h 
to ~o so, freon using their organisation for 
bUYIng tea and sugar. I cannot conceive how 
that ~ould ,be possible, and therefor,) I am quite 
certalD that there would ,be strong oprosiiion 
frOID the local trader in Ireland, and 0 couna 
there is the great sympathy naturally which 
extends throughout all tlie p""'erM trade 
organisations, and it is conceivable that if they 
did not understand the circumstances (I hope 
they will after your Lordships have done with 
this matter), you might even have Chambers of 
Commerce ob.lecting to this Bill on tlie grounds 
your Loydship h.a~ indica.ted. But I do not myself 
take th.s oppos.hon senously and I have good 
grou~ds fo~ saying. ~o. I h~ve been 21 years 
:6ghtlDg th.s 0:rpos.t"~n,. and every year it has 
'become less an less; .t.s now perfectly reason
able. I will give your Lordsh.ps an instance; 
only the other day I was at a meeting called by 
the Lord Mayor of Belfast of the moat important 
merchants in Belfast solely to consider whether 
the le,,:ders of comm<;rce and industry in Belfast 
ought In the general mterests, not of agt'icultural 
Ireland, but in the whole of Ireland and 

• having regard to the importance of de
veloping the home market, to 8Upport liba 
Agricultural Organisation Society· and they 

, lJ,naniJllously agreed that they ought to aup-

Chairmall-(:Untinued. 
por.t it, and. they kno.... perfedly well that 
wh.le ~he Agl'lcult';lral Organi8ation Society only 
orgamae. for. agncultur&l purposes, it cannot 
pu't any restr.ctlonl upon the locietie. it form. 
and that they might. use, and ~ nClt properl; 
8erved by traders w.1l ule thetr organisation 
for the e&me purpose. as civil servants use them 
OVer here for general trading. 

694. As I understand, you are not disposed to 
pl~e I!" much importance on Mr. T. W. Russell', 
objection ~hat t~e Irish mem bera would view thll 
achElllle w.th disfavour P-I will tell YOIl what 
~curs to me, thwt if yell were to introduce theae 
ll:ttle co-operative societies into aD Englillh. 
!.llage y?U ."'ould. ha!e every little shopkeeper 
lD the distnct obJecting to it; I am aure you 
would. 

~94 .. • Am ~ to understand that you think the 
obJectlons wh.ch Irish shopkeepers of the ,ame 
class. wo~d 'have are not 80 strong P The)' will 
not.l1ke It, you ~nowP-rhe positIOn in Ireland, 
as lD e.very agr.cultural C<lllntry, is that up to 
a certa.m ~tage of development one trader haa a 
hundred hmes. the p?wer of a farmer, and it i8 
no Ir'od 'burking th.s question as to why the 
Agncultural Organisabon Societ)' has theae 
trouhles. One reason why Mr. Russell hu. 
been forced to take the action he has i. that the 
traders have very much more inftuence upon 
political organisations than the farmers have, 
but now ~ t~e farmers are beginning to .under-
8tand th.s ISsue, as they are beginmng to 
eee th,at it really is, however you cover 
the thmg up and my.tify the thing funda
ment'lolly a question between the t,...'der anti 
the farmer, not between the most intelli
gent traders, because they are now beginning to 
see that as the standard of living in the country 
rises their clients will become much larger con
s~ers of more varied. commodities, and they 
w.ll be much better pa.d-thev see that while 
the profits on the individual transactions may 
b~ smaller, while th~re mar be some temporary 
d.stw·banee of the" busIDess arrangement.; 
ultim&>tely there will be an enormous benefit to 
t~ade.in the aggregate. That i. why the opposi
bon •• gradually dying; it i. simply because 
there is no real conllict of interest. I 
may say, further, that the security of the British 
taxnaver for his "a.t invesment in Irish land 
depends UpOD the thorou~h reorganisation of the 
whole business of the Iri.h farmer upon c0-
operative lines. 

695. Then do you think that the "roper plan 
of dealing with co-opera tion is to make it as wide' 
as pos8ible ?-I do not quite understand in what 
way you may mean. 

696. Mr. T. W. Russell would limit the co
operative busine •• to a busine •• connected wit'" 
agriculture; he would not have tea, coffee, boot. 
and shoe., hats and cap', and 8uch like things. 
Am ~ t? underst~nd from you that you would Jlut 
no mOlt upon .t at all ?-In practice J. would 
limi.t apltural _operation, but in law you 
cannot do so. All I want is to get farmeri to 
combine together in connection with thi. basic 
industry with the whole of the agricultural 
business, as·~ prosperou. peasantry of everY 
country in the world .... e eombined. Ii would 

personally 
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Chai"",,~ntinued. 

pel"Bonally prefer that they should leave. the .hop
keeping business alone, but where 1 difter {rom 
Mr. T. W. Russell is that 1 CBnnot my.elf see 
(this is a question for lawyers) h~w y~u can 
I'estrict a society, how you can poB81bly difteren
tiate between manures and tea. Of cours~,,~ou 
might say that there is a very wide diftereuce 
between manure and tea, but where are you to 
dl'aw the line P ~hen r.0u come toleeding stulis 
it is absolutely Impossible to draw the li~e, and 
it is impo.sible because, as Mr.jtus.ellsa.d here, 
and 08 w.e are all agreed .. there is .no principle 
upon wh.ch you can do It; there IS no earthly 
reason why people should not combine together, 
as the Rochdale pioneers first combined over a 
chest of tea. 

097. On that 1 would like to ask you another' 
question arising out of Mr. Ru ... ll's evidence: 
do you think with him that if you make the 
scope of the cO-0p'er.at!ve t~adi,:,g as larg.e as pos
.ible, as large as .t .s m th.s Bdl, you wlll wreck 
the Bill in the House of Common. P-N 0, 1 do 
not think we should permanently wreck it; it 
might be that we should not get it this year, but 
tbe ca,e for the Bill is unanswerable in my 
judgment, and, of course, when the thing comes 
before the House of Commons it will be an issue, 
and we shall have an opportunity of getting 
people to understand it. Then we shall be 
able, I have no douht at all, to get the Bill 
throul{h, if not this session, next session. All I 
wall t 18 to get tIie thing presented by some 
authoritative body, such as this Committee, on 
its ,merits, to tbe public, and then we can 
discu •• it. 

698. Now there is another matter I waut to 
put to you: If these socie.ties are re~i •. tered "n~ar 
the Industrial and Prov.dent Soc.ehes Act, m
stead of under the Friendly Societies Acts, the 
legislation that exist. at preBent without the 
a.sistance of either the House of Commons or 
the House of Lords will enable the societie. to 
oarry on the joint businesBes, the banking and 
the co-operative busines.: is not that soP-That 
i •• 0. 

699. And you do not want legi&lation in that 
oonneotion P-Yon WDuld want legislation. 

700. You want it for the unlimited liability P 
-I understand the issue we are discussing now 
ii, aBsuming that lOur Lordships mean to give 
UI the au bstance 0 this Bill. there are two ways 
it oan be dOOle, either by graftin~ trade on to un
limited liability under the Friendly Societies 
Act, or by grafting unlimited liability on to the 
Industrial and Provident Societies Act. 

701. In my opinion you have expreBBed it per
feotIyP-I prefer the former course, and for 
the.e reason. --

Earl of c._. 
702. The former is grafting it on to the 

Friendly Societies AotP-Yes, I prefer grafting 
trade on to the Friendly Societies Act, Bnd for 
these reasons: -Firstly, I am convinced from 
what I have known of the co-operative movement 
in En~land. that you would have a very large 
numoor of the leaders of that movement oppos.d 
to making luch 8 radical change in the whole 

(0.7.) 

Earl of Crom.er-continued. 
structure of the Industrial and Provident 
Societies Act. 

CluUnna.n. 
703. The unlimited liability, you mean 1-

Yes. 
704. That would be the only qu ... tion P-That 

is only one, but I have alway. understood 
that the main purpose ot the Industrial and 
Provident Societies Act was to give the protec
tion of limited liability to men, mostly poor 
men, who joined together, not for the purpose of 
making a profit, but for the purpose of impyov
ing their condition; it was not a capitalistic 
combination, but it was a beneficial combination. 
I think myself that the leaders of the co-?pera
tive movement would be extremely unw!se.· tl> 
allow that unlimited liability to be perml.s.ve, 
even with the kind of safeguards I have beard 
suggested-safeguards as to area--becaus!, l 
think it might lead, and in some ca ... I beheve 
it would lead, to financial disaster. I now come 
to our oWD special case. I have explained t~ y'0ur, 
Lordships that the reason .we favo~r ,nnhmlte.d 
liability in connection w.th credIt 1S tha~ it 
is the only socurit,. that can be ~ev~loped III a 
very poor commun.ty. I may say, lDCldentally-
of course, you have had this from other witnesses 
-that every one of us values the moral ~nd 
educational inlluence of that class of organIsa
tion far more than the material benefits, and, 
further, as lir. Wolff has taken it fro,!, me in 
his book and I confirm the statement, lf I batl 
to begin' to organise the Irish farmers again, 
if I had all my experie'llc~ of t:wenty-one yea~s 
over again, I wl>uld begm With Mr. Wolli a 
system, and not with the creameries and other 
things, which show far. grea~r returns. ~he 
biggest part of our buslDess IS the reorgaDlS8-
tion, the carrying out o~ the indu.strial !""v?lu
tion, you may call it, In the Insh dall'ylng. 
That is the biggest thing we have done; but, 
morally' the beet 'thing we have done i. the 
strug~l; we have had a~aillst every Cl<!nceivable 
o\,posttion, and of whl.ch the I~st wItness h~8 
glven a good illustration, to lDtroduce th,S 
system of mutual security into the west of lre
land. I need not labour the point that un
limited liability, as we will call it-because we 
know what we mean by unlimited liability-is 
necessary, because that is recognised ~very
wher&-It is recognised all over the Continent. 
The queetion is whether it would be safe to give 
theee banks hading powers. I am leaving out 
at present the question of wheth~~ it would be 
expedient on the ground o! pohtIcal or trade 
opposition, but whether It woul~ he saf~. 
whether it would really lead to their economic 
development or whether it might check the 
movement. 'Now, brielly, th~ rea~on wh,. we 
want to combine these two thmge ".-and here 
I am speaking, not with the organising ex
perience that Mr. George R~~ell has h~d, but 
with a good deal of orgaDlslIlg ~neno&
that when we go do~ to one of theee poor co!'!
munities, and expl~lD. to the~ th~ mysterl!", • 
of the Friendly SocIeties Constitution, expl8ln 
to them what 'a society is, to b~.gin with, and 
what a friendly society is; in fact, explain to 

,G them 
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Ckairman-continued. 
theDi. all those things they must know, the C?n
stitution. the rulee and the procedure. which 
they must understand the effect of before they 
can safely begin to do businese--by the time we 
have done that I think practically we have ex
hausted their receptiveness. 

705. Their intelligence P-I will not say 
that; we have made a very large demand on 
theil' intelligence. but they have to receive this 
doctrine before they can start business at all. 
Now, it is proposed by those who favour the 
introduction of unlimited liability into the In
dustrial and Provident Societies Act. that we 
should have to explain to these people that they 
can do what they want very badly to do; they 
can do other things besides creating a store and 
providing working capital, and so on, they can 
buy their manures, seeds, and so forth. But 
iii order to do this they must act in another 
capacity-they must belong- to another .form 01 
sOciety. As things are now, in a district where 
you very likely have not quite the making" of 
one committee. you have to explain that these 
people, the same men meeting in the same place, 
doing what they regard as very much the 
same business, have got to act first in Gne 
capacity and then in anGther capacity, and the 
end of it is that the, will get eGnfused, and 
will act in no capaCity at all, and the whole 
thing will be chaos. I know it may seem strange 
that these people who are intelligent enough to 
absorb the one system should not be able to 
absorb the two. to be able to reconcile them, and 
to work the tWG. As a matter of experience I 
say they cannot and will not, and it is a very 
great handicap to us having to urge them to try. 
That i. the experience of foreign countries. Mr. 
W 011f tells us that every eGun try where Raf
feisenism has been attempted has found exactly 
the same state of things. 

706. I understand. if I may put it in new 
words. that you think that having these 
societies already registered under the Friendly 
Societies Act, It is not desirable to introduce 
legislation which would involve the reconstruc
tion or the creation" of another society, but to 
take these societies as they are registered under 
the Friendly Societies Act, and graft on to 
them the power to trade as well as to bank?
That is what I recommend. 

Earl of Cromer. 
707. And you prefer tliat very much to the 

other alternative of grafting on to the Indus
trial and Provident Societies Act the unlimited 
liability P-I do. 

708. And you base that mainly on the diffi
culty Gf being able to explain to these people, 
many of whom are necessarily very uneducated, 
the particular operations in which they are to 
engage ?-That is one reason, but I have some 
other important reasons. One was explained 
to you by Mr. George Russell the other day
that one of the difficulties into which a great 
many of these credit societies have got is due 
to the fact that there is no fund out of which 
the secretary can be paid. Now, it seems a 
amall matter, and yet any business man will 

. s_it is quite· true that the rules prescribe 

Earl of Oromer-continued. 
that all the governing body of the aociety must 
be unpaid, the:r must be volunteere; hut the 
rules also proVide that the secl'f!tary may be 
paid, and It is quits right that he should be 
paid. His duties are difficult and responsible; 
It is generally the village schoolmastt>r who 
undertakes the d"uty. 

Claairman. 
709. I sU'ppose the payment would be very 

small p-It IS so minute that ,rou cBIlnol expect 
him to give good service for It. In the hanks 
which do succeed, it is generally because the 
secretary is really a very ~oo patriotic fellow, 
and he is interested in the system; but ,,"bel'o 
the man is driven into the thing because he is 
the only inan who can keep accounts at all in 
the district, who is »ikhforked into the thing 
and is not laid for It. you cannot expect $ood 
service, an he gets slack. then his oommlttee 
gets alack, and these troubles arise. Then 
when you have Government I)e.partmenta 
lending money and t.hey are obviously out of 
sympathy with ihem-I do not say at aU out of 
heartlessness, but simply because ther know 
nothing about the subject, difficulties arae. The 
statements that have been made here by the last 
witness show that he has no familiarity wi th the 
syBtem he was de.cribing; his remarks about the 
banks made this plain. He had nGt .tudied 
them at all, and could not be in sympathy with 
them, and he does not know the· difficulties of 
these societies. 

710. There is no use gettinlr into that lubject 
again. The first reason i. that the.e locietiea 
are already registered under the Friendly 
Societies Act P-Yes. 

711. It would be extremely difficult to explain· 
to the oommittees of these BOcietiel the reason 
for registering them under another Act of Parlia
mentP-Ye •. 

712. That is one reason P-That is a reB8Gn 
against leaving things as they are only. 

713. Surel,. notP-I do not think you quite 
understand that, my Lord; that is a reason 
against teaving things as they are, because BI 
things are now they are able to register two 
societies, and we often find two in the lame di.
trict; only we know it does not work well, the 
bank and the Agricultural Society, BI it il called, 
the one with unlimited liability and the other 
with limited, one with one thing and one with 
another, and that is what we want to avoid. 

714. I did not know you had two IOcieties. 
Another reason 1S that if the societv remains re
gistered under the Friendly Societiel Act pro
vision could be made for paymeJllt of a secre
tary P-That is another reason. 

715. W'hat other reason is there P-The other 
reason relates to the difference between the 
financial part of c~peration and the other 
forms of co-operation which deal with material 
things, seeds, manures, creameries, and -eo 
so forth. It is very important to keep in very 
poor communities substantial men out of the 
credit societies, because obviously the virtue of 
the unlimilteq .liability would be jI'One if tbere 
was even one really substantial and 99 ciphe~ 

m 
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Chairman-continued. 
in a IOciety of 100. At the same time it is 
.very important if there is such a substan tial man 
to have him in with the trade. His business 
advice ia enormously valuable, and all cla88es of 
the community joinwg together in their trading 
transactioDl is an extremely good thing. ~ow 
it is quite true that in these particular districts, 
supposing that you had unlimited liability 
societies with trading powers, except in rare 
inatanc .. , probably the Itrong man as we will 
call him, would not have anything to do with 
that IOciety. But now you go outside that dis
trict and you have a whole lot of industrial and 
provident societies which have been joined by 
all cla88es in the diatrict, where ihe rich men and 
the poor men have united together to have a 
crPa.mery, let us say, or a joint purchasing or 
selling aociety. It you imported unlimited 
liabilitv into that in order to avail themselves of 
the creilit end of the busin .. a, I think you would 
be very gravely endangering the project, and we 
shall make the same objection I expect the Co
operative Union will ralae if you try to import 
unlimited liability into the lri.dustrial and Pro-
vident Act over here. . 

716. I am not lure at alI that I follow. Do 
you desire the unlimited liability to be confined 
to the bankingP-No; but only to societies 
which must bank on the unlimited liability 
principle. 

717. They are the societies which must hank 
on that 'principle P-TheV are the existing credit 
associatIons on the Raifieisen plan, which, as I 
bave said, are only suitable in my judgmllnt to 
districts where people live upon about the same 
leale, and that a low one. 

718. Do I understand you to suggest that 
there should be provision by legislation for some 
limited banks and lOme unlimited banks P-At 
present, under the Industrial and Provident 
Societies Act, societi .. can do bankinllt business. 

719. Yea, but they are unlimitedP-No, my 
Lord. ' 

720. Under the other Aclf-Yes. 
721. Do I understand you to luggest that 

there should be some banks that should be 
limited and BOme which abould nolf-Reallv. 
I am only dealing now with the banks which 
~ust ~ unlimited, and the only question I am 
diSCUSSing --

722. I have not yet heard it suggested that 
there ohould be two classes of banks, .. ne with 
an unlimited liability and the other with a 
limited liahilityP-This Bill, my Lord, would 
only deal with one claea of bank&-that is, with 
banks with unlimited liability. 

723. Have ~ou any other reason P-I think 
tho .. are MrtalDly my main reasons. 

EarlolC_. 
724. I have not qu ite understood your atti

tude on one question. You said you wanted a 
Bill recommended by us whirh would give full 
trading rights to these new institutions, and you 
recogni.ed, I think, that that would exoite a 
great d .... 1 of 0pp08itio.n. just in the lame way as 
Mr. T. W. Russell did before. It is perfectly 
obvious, i. it Dot, that that opposition would also 
be excited as the noble Chairman has said. in 

(0.1.) 

Earl of Cromer-continued. 
every village in England, but you said you 
wanted to have this bei .. re the public, as you 
thought you would get it through eventuaHy. 
What I wanted to undllrstand is this: would 
y~u prefer from your point of view exclusively, 
Without reference to any opinion of mine, a 
measure of that sort, and to have it before the 
~u~li.c? Or would ,you prefer a minor measure 
Iimilwg the operltlons of these institutiona t .. 
agricultural affairs with a better chance 01 get
ting it through the House of Commons and 
Par1iament, and with a less chance of encounter
in~ strong opposition P Do you understand my 
powtP-Yes, as I s.aid before, my Lord, I can
not myself see how.)t would be possible-though 
others may be able to dQ it-to draft any form 
of words which would limit co-operati .. n to what 
might be called agricl\1tural subjects or require
mente. 

725. You would Bay, I suppose, that if a man 
was able to co-operate aDd! sell his neighbour a 
plou!l'h, or rake, or hoe, he might aIs .. sell him 
a pair of trousers P-Yes, but I do net see what 
would be gained; in the first place, there would 
be absolutely no principle your Lordships could 
stand behind, it wauld be a mere question of ex
pediency, and there would be this ohvious objec
tion, that the power that you hesitate to give 
under this Bill already exists, and there is abso
lutely nothing to prevent general trading; there 
are thousands of co-operative societies in England 
doing so where you say the traders would object 
to its being done under this Bill. It is being 
done, and it is perfectly open to everybody. The 
only thing that can be said, is that the word" eo
operation" is such a red rag to the trading men 
that they will oppose it whenever thpY see it in 
an Act; there is nothing more in it tban that. 

726. You would prefer to go for the large 
measure even at the risk of ita not being carried!' 
-Certainly, simply because I think otherwise 
you would be in a false position on principle, and 
I doubt whether you would gain anything in 
expediency. 

Chairman. 
727. And because you think education will at 

last induce the powel'-the House of Com
mons or whatever the power may be--to pass the 
Bill P-I know it will. 

728. You anticipate that next session but not 
this o .. sion p-It depends very much upon your 
Lordships' recommendation, but I am convinced 
that with the enormous interest that the general 
body of taxpayers have in the working out of this 
land Policy in Ireland, Parliament will be very 
glad to d .. anythin~ that is shown to be neces
sary to increase the solvency of the peasant 
dehtors in Ireland. That is my position. 

L<>rd M acDonndl. 
729. The only queotion I have is: Do you 

think it is quite impossible to difierentiate be
tween one sort of trading and another P-I do; 
I think it would be impossible to draw the line. 

730. If a clause was drafted in which the line 
was drawn bvan expert draughhman. would you • 
be disposed fheu, if a clause could efiectualIy be 
drafted, to put forward a minor or om811er 

02 m~ 

--
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Lord MacDonnell-continued. 
measure, and then when success attended that 
you would probably get the larger measure in 
courae of time P-My Lord, I feel then you would 
have the whole weight of the co-operative move
ment in England against you. I think you 
would lose far more by that than you would 
gain. 

731. Would you restrict YFr ~ill to .Ireland, 
where it would deal altogether with agricultural 
matters P-I am afraid that as we are co-operat
ing in this matter with the agricultural co-opera
tive movements in England and Scotland, and 
with all that Mr. Wo)jf represents, we in Ireland 
could not very well say we would come far a Bill 
restricted to Ireland. 

732. We have it from Mr. George Russell, and 
from Mr. T. W. Russell, that there wou~d be 
the strongest opposition on the p~rt of t~e local 
traders in Ireland, and you admit that IS so P
Yes. 

733. Would; it not be wise to see whether we 
could not overcome that opposition by a smaller 
measure at firstP-Unhappily, I am convinced 
that no smaller measure would overcome it. In 
the first place, I have said until I have seen the 
draft of the Bill I do not believe you could 
satisfactorily draw the line between the require
. menta of the household and the requirementa 
of the garden and the farm. 

Lord Welbll' 
734. The Chairman has mentioned tha~ he 

thought there would be opposition in every vil
lage. You are an old Member .of Parliament, 
and your memory goes back nearly as far a8 
mine own. You know the difficulty we had-I 

. am now talking of executive Government&-20 
or 30 years ago, over the co-operative question 
in ParliamentP-Yes. 

731). Do you not remember what a very 
strong agitation there wasP-Yes. . 

736. May be say now that that question is 
solved-I will not say in every village-and that 
you anel I cannot go into any county tow!' with
out seeing how completely the co-operabve sys

'.tem has caught hold. I ain talking of England P 
.,-You mean in England-certainly, and the best 
illustration of that is the action of the Board of 
Agriculture and Fisheries; the Government are 
eKtremely anxious, as we all are,to make a suc
cess of the small poldings policy. What have 
they done P They have given a subsidy to the 
Agricultural Organisation Society of Englan~, 
which is simply an eKact imitation of the Agn
cultural Or~anisation Society in Ireland,and 
they are givmg them that subsidy to do the very 
things which it is decided upon the principle 
we have had laid down just now, cannot be done 
in Ireland; so that the position of agricultural 
co-operation is absolutely different in England. 
These small holders are to-day being organised 
. into societies to purchase all their agricultural 
requirements, and to sell their agricultural 
produce, and to do everything that is under
stood by agricultural co-operation. 

737. I am only pointing out the gradual 
dying away of the feeling against that, and I 
am reminding you that, as regards England, of 
.the pressure that wsa brought upon members 
. of hath parties by the local traders, which was 

Lord Welby-continued. 
very atrong, and I remember the difficulty also 
of the executive Government, it did not matter 
who was in. Nowadays that has almost 
entirely died awarP-Yes. 

738. The rule IS accepted, and therefore I 
think that we may anticipate that the aame 
will necessarily occur in IrelandP-Yes. 

739. You mentioned Just now that the aecre
tary ought to be paid; of course, where you 
have very small societies there is very little 
money probably there, but they will not be all 
very small, and the secretary will have aome 
command of money, will he notP What do 
you contemplate P 1Ve have heard that he hal 
too much command of money~-One of these 
societies starts very often simply by borrowing 
£&0, and they lend that out in sums of £2, £a, 
and £4 to their membera. They borrow at 4 per 
cent., say, and they generally lend it out at 
1 per cent. more than they borrow it at. To 
begin with, even assuming that there i. no 
11l0ney lying idle, that it all goes out just al 
it is borrowed, even then the sum for the work· 
ing of the society is minute, and it does not 
give anybody anr anxiety; but if they were to 
combine for tradlDg )?urposps, and you had one 
man doing the tradlDg transactionl which do 
furnish a surplus out of which one officer 
could be decently paid', he would do the two 
classes of work, and he would be perfectly 
satisfied, and be a much more efficient secre
tary. 

740. I think the question was put to you 
that the pay of the sscretary might be 
negligible, it was so small; but the thing in 
my mind was that we must be prepared for 
cases where there is a certain amount of 
business carried lin by the secretar,. in which . 
man"}' would be passing through his hands, 
and 1D that case one generally knows what 
bal?pens if the remuneration is nil or in. 
fimtesimal-there will be something ~oing 
wrong P-You will not get efficient servICe if 
you underpay. 

741. What we should cover is not an extra
vagant payment in any way, but we should 
contemplate that the payment would not be 
nominalP-That is so. There is one joint
rather an important point-with regar to the 
Irish societies which, I think, the Committee 
appear to me not to be quite clear about. The 
last witness told you that money had been lent 
to two persons who, he said, were the most 
solvent persons, and the secretary. I think 
that is a mistake. 

ChairmtJR. 
742. I do not think he said that; what he 

said was that the money had been lent to the 
bank, and in exchange they had taken as 
security the bond of the two men and the secrs
taryP-Yss; but those two men did not give 
their personal bond; the}' onlr bound them
selves (I think I am nght lD this) sa the 
trustees and secretary of the bank. I think it 
was Lord Welby who pointed out that the mere 
fact of bringing in the secretary showed that 
it was not an Individual, but the institution, 
that was made responsible, and that is so. It 

is 
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Ckairm<z~ntinued. 

. is rather an important point. And one other 
point I would like to mention is this-that the 
:rules do provide for inspection by any person 
interested-a (mio" by the body that has lent. 

Lord N mMoU. 
,. 

743. I think Mr. 'l'. W. Russeli said that the 
Department would only proceed against these 
two men who had signed the bond, and the sec
retary; they would take no departmental cogni
sance of the other members of the society?
That would not be q,nite right; they might 
elloose to 9-0 so, but It would not be what was 
(lontemplated in the system at all-it would not 
be usual. ,But the main complaint that we have 
is that the body which orgaDlsed these societies, 
and which has always 'be~n able when they have 
got into trouble, by negotiations, inspection, and 
so forth, to !ret them to pay up, was not allowed 
to know which of these societies was in default, 
80 that we could not lend our ,help, and we 
thought, both on public grounds and every other 
ground" we ought to have had this information 
before. I do not myself believe that anyone of 

Lord MacDOfiflell. 
these societies which has had its debts wiped off 
was really insolvent. ' 

744. In the resuit it was explained that these 
particular societies had really been reported 
upon by the Irish Agricultural Organisation 
Society, and really it seems to me that the 
natural answer would have 'been the statement 
.. You have already done what you ask us to 
permit you,to do."-But we had not done it. 

745. You had done itP-No; the point is 
this" we were never asked to take steps; we were 
merely asked to report on these societies, and 
not to !)lake these societies pay, which we could 
have done. 

746. I understood Mr. T. W. Russell to say 
that you had recommended that the money 
should be recovered from them, should be 
called in from a number of the societies. 
There has been a misunderstanding, it seoms 
to me P-At any rate, we (tught to have 
known which the societies were, so that we could 
know what our responsibilities were. I have not 
the faintest notion which societies they are to 
this day. 

Die Mercurii, 22° Junii, 1910. 

LORDS PlI.IISENT: 

Earl of SnA.FTESBtraY. 
Earl of CllOHEB. 
Lord HERSCHELL. 

Lord WELBY. 

Lord N OIlTHCDTE. 

Lord MACDONNELL. 

Lo.rd MEIISEY. 

THE LoIID MERSEY IN THE CHAlII. 

Mil. GEORGE DUDLEY BARLOW is called inj and Examined as follows:-

Chairman. 
747. I understand that Mr. Sim, who is not 

able to come to-day, desires to have 80me of 
hil statements oorrected P-That is 10. 

748. Will you tell us what the oorrection isP 
-l have prepared a short statement which, per
haps, I might read. Mr. Stuart Sim, who is 
ab •• nt on account of illn .... saw me with the 
draft proof of his evidenoe, which he points out 
requires lome alight alteration. In anewer to 
Question 603, as the result of the Royal Com
mi.sion which reported in 1874, two Aots were 
'passed, each containing all the provisions r.lat
mg to the two cla •• eo of Sooieties-Friendly 
Societies and Industrial and Provident Societies 
mepeotively. Industrial and Provident Socia-

Chairman-eontinued. 
ties were first constituted aa corporate bodies 
under the Aot of 1862, 20 and 26 Victoria, 
Chapter 27, but previous to tbe .Acts of 1875 
and 1876, following the Royal Commission, the 
provisions generally of the Friendly Sooieties 
Acts applied also:to Industrial and Provident 
Societies. It appeared rather from the state
ment made that the incorporation followed on 
the 1874 Commission, but the first inoorporation 
of these bodies was in 1862--it was not quite 
clear. In reference to Question 610: The un
limited liability referred to by Mr. Stuart Sim 
was the proposed introduction of a clause in the 
IndustriaI and, Provident Societies Bill to re
move the limit of the amount of .bares that could , 00 
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Chairman--e<>ntinued. 
be held by anyone member, and not!' unlimited 
liabilitv" generally. In answer to Question fi16, 
the Sooieties llorrowing Powe':8 Act, lS9~, 
would not apply to the Industrial ~~ Pro~l
dent Societies Act in creating .. unhmlted ha
bility" in the general sense, inasmuch as the 
purport of that Act provided that J;"'rBons other 
tilan members ~ht pay contribut~on. or m~e 
deposits to societies under the FrIendly SOCIe
ties Act for the purpose.of making I.oans. ~u~. 
tion 1il7: It is only specIally authorIsed socIeties 
under the Friendly Societies Act which are sub· 
ject to the Societiee Borrowin~ Powers Act 
which have unlimited liability In the general 
sense, and the applica~ion of th.e latter. A?t wo~ld 
not in itself be suffiCIent to gIve unhmlted lia· 
bility to societies under the Industrial and p.ro
vident Societies Act. In answer to Questi";'l 
51S the unlimited liability there referre~ t? I" 
that of shares. Question 520: The unhm Ited 
liability referred to in this answer is. al~o in ,!e
'peet of share holding, and nat unhmlted .ta-

Jility generally. • 
74S-. Is that all the statement he deSIres to 

makeP-That is. 

Lord W~lby. 
749. Is that paper by Mr. Sim, or is it your 

paperf-I had a conversation with :Mr. Bim, 
and it is drawn by myself in consequ,;nce C!f 
what he communicated tG me after readmg hiS 
proof. 

Earl of Crom~r. 
750. I want clearly to understand Mr. Sim's 

views. Do I understand that in saying he had 
no objection to -incorporation with unlil!lited 
liability under the Industrial and ProVIdent 
Societies Act, he did not mean unlimited lia
bility with regard to debts ?-That is BO-IIhares 
only. 

751. But not in regard to debtsP-No. 
752. That is really not unlimited liabilityP 

-That is the correction he wished to make. 
753. It is a very important qualification P

Yes. 

Chairman. 
754. But unlimited liability 88 regards 

share_ would be eCluivalent to unlimited lia
bility a_ re!rards debts P-Yes, it was the 
origmal proVIsion fn the Industrial and Pro· 
vident Societies (Amendment) Bill which he was 
referring to which proposed to remove the limit 
of £200 as the amount any particular member 
might hold in these societies. 

755. But if the shares, whatever they be, 
that are held by: the individual are unlimited, 
that is to say, if any amount can be called up 
upon them, then that individual's liability for 
the debts of the conc"rn is unlimitedP-Yes; 
but under the Indu3trial and Provident Societies 
Act the limit is the saine 88 in the Companies 
Acts. The word " limited" is used in regard 
to these co.operative societies in the same sense 
as in tbe Companies Acts. 

756. I shonld like to ask yon one question. 
I do not know whether your attention has been 
directed to it. Does it occur to you that there 

Chai..........-eontinued. 
is any necessitr, for the creation of what i. 
called in thi. B1ll a central bank. If you ha ... 
not thought about it I will not preas the gu_ 
tion f-lt is more a question of the management 
of the particular societiea. 

757. When you speak of unlimited liability 
on the shares, do you mean what ordinary 
('sople understand by unlimited liabilitr.-that 
lS to say, that any amount may be cal ed upP 
-No, certainly not. 

758. That the only limit i. the limit of the 
man's pocket f-Certainly not. Under th. 
Industrial and Provident Societies Act the
limit there is used in the same senae as in the
Companies Acts. 

759. What is that senseP-1t is limited to 
the amount of the shares. 

760. That is not unlimited-that is limited J> 
-Certainly. 

Earl of Cromer. 
761. I understand unlimited liability a • .re

gards debts, but I do not understand your .ig. 
nification of unlimited liability as regards 
sharesl'-It is 88 regards the nnmber of shares. 

762. A man may take any number of .harns 
that he like_f-That i, so. The present Bill 
seeks to amend the Industrial and Provident 
Societies Act. 

Chairman. 
763. What do you mean by the I.'resent Bill J> 

-:Mr. Sim referred to another BIll to amend 
the Industrial and Provident Societies Act. 

764. Where is -that Bill at presrnt I'-H. 
referred to it in his evidence. It is going to be
taken up by the Government, I believe. He 
stated 10. 

765. What i. t.he object of it P-To amend
the Industrial and Provident Societies Act; 
and one of the principal amendments that 
is required i. a. regard. thi. question or 
limit. Section 4 of the Industrial and Provident 
Societies Act, 1893, provide. that societie. may 
be registered, and stat .. in sub-clause A that nOo 
member other than a l'8giotered .ociety ,ball 
have or cla.im any interest in the ohare. of the 
society exoeeding £200. That is t.he limit thev 
desit.ed to remove a\to~ether in the Bill 81 firit 
drawn. But, 81 :Mr. 81m .tated, they have now 
withdrawn that, and it i. to be limited to £300 
instead of £200. 

Lord Welby. 
766. Is that the extent of any member's lis-

bilityP-That is 80, 88 shareholder, apart from 
deposits, of coune. _ 

Chairman. 
767. I am sony to aay I have nat got this in 

my head at all. I do not know what it ;. yoU! 
are talking about. You mentioned lOme Bill 
I have not heard of before, and whioh you I&y 
the Government ia promoting, or probahly will 
promote. I. there any draft of t.hat Bill to b. 
seen anywberel'-Yee. 

.768. What is it oolled p-It i. called the In
dustrial and Provident Societies (Amendment} 
Bill of thi. year. I could let you have a copy. 

769. Do Y01l fhink that it bear. upon the .~b
Ject 
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ClIamnan--continued. 
ject that we are consid.eringP-No. I referred 
to it in oonnection with what Mr. Sim was 
>1tating a8 1'<!gards unlimited liability. In his 
evidenoe he referred to that Bill, and it is only 
because he referred to it that I have said any-
thing about it. • • 

Lord NorlMok. 
770. Ie this the Bill referred to by Mr. fsim 

in answer to question 622 P-Y 88, that is the 
Bill. 

CAaiNnan. 
1'Tl. Section 4 of the existing Industrial and 

Provident Societies Act simply llrovid88 that no 
member shall have or claim any interest in the 
>1hares of the eociety exceeding £200? -Yes. 

772. That meane to _y, I .uppose, that he is 
not to take up ohare. to any extent beyond 
£200 P-That 18 80. 

773. But that has nobhing to do with his lia
bilityon the .hareaP-No; but he is lintited as 
8 .hareholder in that Act in the same way as in 
the Com panie. Acts. 

774. Que of the difficulties of registration 
under this Act ie that the liability is limited. 
T·here is no difficulty of that kind under the 
Friendly Sooieties ActP-That is 80. Section 
21 of the Industrial and Provident Societie. Act, 
I think, purports specIfically to deal. with that. 
It say.: .. The registration of a society .hall 
render it a body corporate by the name described 
in the acknowiedgment of registry, by which it 
may lue and be sued, with perpetual euccel!llion 
and a common _I, and with limited liability." 

776. That must mean, I suppose, liability 
limited to the nominal amount of the shares P
Ye8, the nominal amount that each particular 
mem ber takes up. It is limited iu that aense. 

776. What d<J you .... y this Bill, which is ap
parently under the' protection of Mr. Hobhouae, 
propo •• s to do P-The co-operative accieties 
originally asked that this limit of £200 as 
the holding of any partiCUlar member should be 
d<Jne away with. . 

777. So that he may hold any number of 
• hareeP-Yes. 

778. But hi. liability would still be limited' 
to the amount of the sh&M!l that he held P-That 
is so. That ia the confusion. 

Lord Welby. 
779. That i. in the Dill n<JwP-The Dill now 

aland. at £300. They gave way on that point. 
780. If Mr. Hobhouae's Bill were brought 

in would that limit be removedP-Under Mr. 
Hobhouse's Bill, instead of £200 under the pre
sent Act, it would be £300. 

Claairman. 
781. As I understand. the Bill originally pro. 

vided that to man might hold any number of 
sha .... P-That is ao. 

782. But that is now tollered, and he may hold 
any number of ,hares up to a nominal value 
of £300P-That is so. 

783. So ditferinp: from the Act already in 
(lxistence, which limits the holdinr to £200 p
That is 80. 

Earl of C .. omet'. 
784. In what respect, then, does that improve 

the security of the creditor P-I understand, if 
there is unlimited liability as regard. debt, 
that, to a cemin extent, strengthens the per
sonal security given to the creditor, but I do not 
see how the particular Droposal you apeak of 
touches the questi<JD. P-No, it does not. 

Claai'f'man. 
785. I am not sure about that. If there is 

one rich man in a bank, as we are led to sup
pose there may <Jcoasionally be, he can take 
£300 nominal value of shares, and to that ex
tent be responsible P-That is so. 

786. Under the Act as it exists_ he can only 
take £200, and cannot possibly make himself 
liable for more than £200 P-That is so. 

Earl <Jf Cromet'. 
787. To that extent it does go furtherP-Yes, 

to that extent. 

Lord Welbll. 
788. Therefore, if the society were in great 

difficulties, and ran into debt, no member could 
be called ul"'n for more than the nominal 
amount of h,s shares P-That is so. 

Claai'f'man. 
789. That is as the Industrial and Provident 

Societies Act exists at present, the limit being 
£200P-Yes. 

790. If Mr. Hobhouse's Bill gets through, the 
limit will be £300.-Yes. 

791. Under the Friendly Societies Act there 
is no limit at all P-That IS so. 

The Earl of Shaftubury. 
792. I understand you are here to-day to say 

that whilst Mr. Sim said he had no objecti<>n to 
unHmited liability, he meant not as regards 
debts, but as regards shares ?-That is so. 

793. Then he would go further even than this 
new Bill you speak of would provide; he w<Juld 
not even limit it to, say, a nominal sum of 
£300; but would leave it unlimited P-Yes . 

C laai'f'man. 
794.' I do not think Mr. Sim intended to make 

any such 'recommendati<Jn ?-There was 8C 

much confusion, I think Lord Shaftesbury asked 
the question: .. Have Y"U any objecti<Jn to the 
principle of unlimited liability being. intro
duced by amendment into the Indu~t1'lal and 
Provident Societies Act P" and Mr. S,m under
atood that he referred to the unlimited liability 
that I have spoken of; that is, the withdrawal 
of the limit e.s to the number of shares. That, 
I understand, was what was in his mind P 

795. I never understood Mr. Si,;" to ~pprove 
of unlimited liabilit;Y: in co~e".tlOn WIth the 
Industrial and PrOVIdent SocIeties ActP-No,. 
that ia quite clear. , . 

796. How it is defended und.er the F1'lendly 
Societies Act and is indefenSIble under the 
other Act, I do nat quite knowP-With great 
respect I should say it was not defended under 
the F'riendly Societies Act; it has got in by a 
aide wind. 

797. Tbe 
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Chairman.-o<>ntiDued. 
i97. The suggestion, I undeI'lltalu!, ~ that 

Mr. Sim did not understand the questioa lJl the 
way in which .the noble ~rd putting the ques
tion intended Itf-That IS 10. 

Lord Welbll· 
798. In an answer ahout this Bill Mr. Sim 

oaid the Bill, as it was originally drafted, was 
very large, and he ended by saying that it had 
been watered down since it first saw the light, 
and it was not a very big Bill. I understand 
the object of this Bill at present is merel'y. the 
extension to £300, or are there other provIsions 
in itP-Therp are other DrovisioDB as to the 
registration of mortgages, and 80 on. 

799. But not concerning us nowP-That 
is so. 

Chairman. 
800. In your opinion, are the existing rules 

or statutory prov!sions sufficient.~ enable a 
\)omplete and sat18factory supervision of the 
banks that already exist P It has been sug
gested to UB that some of them are badly 
manag!ild, and ~ssibly are not solvent b'y 
reason of bad managlement--whether that IS 
true or t.ot I do not know-but I should like to 
know from you whether, in the opinion of your 
office, the rules and statutorytrovisions for the 
inspection of the accounts 0 these banks are 
sufficient?-The Committee will understand 
that. that opens a very wide question. The 
question how far friendly societies may be 
under the protection of the Government, and 
how far they should have the guarantee, as it 
were, of the Government by reason of their in
spection has been a subject which has been 
dealt with since friendly societies came into 
existence more than 100 years ago, and the 
policy of le~islation always has been, as I 
understand It, to say that the Government 
Department is not responsible in any way for 
the management of these societies.· 

801. No, I was not talking about the respon
sibilityP-I was coming to the point you put. 
As the law now stands the greatest protection 
given to them is insisting upon a proper audit. 
I have brought forms of returns with me. It is 
the opinion of the Office, and I know' of Sir 
Edward Brabrook when in charge of it, that 
Sections 26 aod 27, providing for the audit, are 
two of the most important provisions of the .Ac~ 
i 0 regard to the protection of these societies. 
These two sectioDB are very exhaustive, so far 
as the audit is concerned. Section 26 provides 
that .. Every registered society and branch 

. shall once at least in every year submit its 
, accounts for audit, either to one of the public 

auditors appointed as in this Act mentioned." 
The Act does give power to the Treasury to 
appoint public auditors, and a certain number 
of gentlemen are every year appointed under 
that Section, and it is optional fM these 
societies to have their accounts audited by 
these public officials, or by .. two or more per
sons appointed as the rules of the society or 
branch provide." Then it goes on: .. The 
auditors shall have access to all the books and 
accounts of the society or branch, and shall 

Clwinnafl-COJlr.inued. 
examille the annual return mentioned in thi. 
Act, and verify the anllual return "-which is 
a document which hal to be seDt to the offic&
.. with the accounts ud voucher. relating 
thereto, and shall either ligD the aoDuai return 
as found by them to he eorrect. dul, vouched. 
and in accordance with law, or specially repon. 
to the society or branch in what respect. they 
find it i~correct, unvouched, or not in accord· 
ance with law," That report, of course, goea 
to the 8ociety, and a copy of that report ha. to 
be sent with the aonual return to the central 
office, so that it comes before the Governmeut 
Department, and is dealt with on ita merit.. 
Then SectioD 27 goes OD to provide the par
ticulars that the aonual return .hall contain, 
and there is prescribed under the Act a apocial 
form of return applying to specially autho
rised loan societie.. I have brought with me 
print; of these forms. I do Dot know wbether 
the committee would care to see them. 
(The wtn • ., produce. tht fo,.".. 01 ret" ..... ) You 
will see the great detailed informatioD the .... 
societies have to give each year with regard to 
their finances" and thi. return has to be signed· 
by -the Treasurer, by the Secretary, and by the 
two Auditors, or by a public Auditor, aod the 
certificate that they have to give followa the 
words of the Section which I have just read. 

802. Then there it Section 28, which also 
deals with it P-'section 27 deal. with the annual 
return itself. SectioD 28 refer. to the valuatioll. 
and that does not apply to these baok •• 

808. Section 28 provides for a quinquenuilll 
valuation pf the assetsP-That does not apply 
to these banks. 

804. That would be more appropriate, I II1.Ip. 
pose, to a frieDdly society pure and simple?
Yes, as to an ordinary iosuranoe aociety. 

806. It does not realll' dec! the matter we 
are consideriDg about bank. or co-operative 
stores?-No, 

806, You have no quinquennial valuation 
thereP-No, but the pomt here is that the re· 
turns from every society in this country are noW' 
enforced by prosecution if Deceasery; each year 
everv society does make its return. 

861. In your opinion do these. provi.iona w~lrk 
satisfactorily P Are they sufficient for keeping 
the banks, ar whatever they are called, properly 
administered P-Yes. 

808. You think theyareP-Yes. 
809. It has been suggested to U8 that lome 

of these banks are so badly managed that they 
may possibly be insolventP-That is quite pos-
sible. , • 

810. Of couroe they may be in that condltwn 
if they make improper advanc .. , but I do not see 
myself-and I should like vou to tell me if I 
am wrong-hoW' the law can 'be improved f~r .the 
purpose of getting any better superv~.lOn. 
This supervision appea1'8 to me to be suffiCient r 
-That is 00. I should say the position i. that 
these are trsding societieo, Bnd the conduct of 
their trading must be left in the hando of the 
individuals. 

811. Tbese banks are organised under what 
is called the special authority coming from the 
TreasurvP-¥.s~ . 

812. iIas the Treasury made any rule. w.tb 
reference 
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Ohairman-continued. 
leference to the audit of .uch .00ietiesP-N'/ 
special rule •. 

813. Ha. the Treasury any power to make 
rule. ?-The regulations they have power to make 
would be only under the Act, and the:!" would 
only be within the powers laid down in the AH, 
and 10 far a. audit i. concerned that would be 
governed by this Section 26, and this form i. 
the one prescribed pursuant to that •• ction. 

814. Wh.n the special authoriti •• are u •• d 
is it not the practice to spscify the sec~ion.s of. the 
Act which are to al'ply to the InstitutIons 
cr.ated under the opeclal authoritiesP-Yes. 

815. Who i. it that selects the clause. of the 
Act which are to applyP-The Lords of the 
Treasury. 

Lord Welby. 
816. You say that you think the present rules 

as to audit are suffiClent P-Yes. 
817. Are :!"ou quite satisfied on this point? 

I see in this form you have given us: .. A copy 
of the auditor's report, if any." .T~at ,!ppears to 
me to bring at once very great hmltatlon~ upon 
the utility of the return, and from th~ eVlden~e 
given to us I have gathered that there ,. no obli
gation on the societies to .end their accounts. for 
audit or to intite an audit. Therefor., If a 
society has been badly managed, it would not be 
eager' for the audit, and thoss are just the 
societies that want itP-But they must have an 
audit. \ 

818. What i. the meaning of .. the auditor'. 
report, if any" P-That i. under Section 26, 
which provide. that if the accounts are ,:,ot 
according to law they must report. Sub-section 
(2) says that th.y shAiu, alternatively, either siR'n 
th .. annual r.turn as found by them to be corr.ct, 
or 8l;'eciaUy report. Those words on the form 
provule for the special report .if the accounts ~re 
mcoi-rect, unvouched, or not 1D accordance With 
law. 

818.. It al'pears to me if a sooiety makes a 
l'1lturn, as it IS obliged to do under this .ection, 
and there is no rule for an absolute check upon 
it, that the return is only the statement of the 
society and there is no guarantee whatever as to 
the c,,;rectnes. of the account, until .. uch time 
as an independent person has certified it. Is it 
the C880 that there is an indep.ndent aud!t~r 
who audit. these accounts every yearf-No; It IS 

the auditors appointed by the society. 
819. I want to know whether they do appoint 

an auditor, and whether there i. an independent 
auditor. A society 'has the power of appointing 
it,. own auditors. There is no limit upon that. 
'I.'hey may appoint o'!. of their own ,,!en, and I 
Bugge.t it is n~t an mdependent audit ?-Th~y 
are appointed 1D the same way that comparues 
appoint auditors. 

ella ........ ". 
820. I think possibly the answer i. this: That 

these rut ... hIlve to be authorised by the Regis
trarP-That i ..... 

821. And the Registrar would take care, I 
should think, that the rules are ... drawn as to 
make t,he auait an independent audit P-It de
pend, upon what you mean by .. independeut." 
The 1lPopie who handle the money are the seert'-

(0.7.) 

Olloairma1lr-continued. 
tary and the tr .... urer, under the supervision of 
the committee of management. 

822. Tile ~ection says: .. Two or more person. 
appointed as the rul .. of the ""ciety or Branch 
provide." I .uppose it would, as a rule, mean 
two of their own body. It would not mean sam. 
independent auditor ?-N at necesearily. They 
are independent in the sense that the auditors 
are not the people who handle the money. 

Lord Welby. 
.823. Even then I do not se. t.hat that is pro

Vided for. It may be. But that IS .. power gIven 
to the societv itself, to nominate its Own auditors. 
Apparently" there is no oheck upon whom they 
may nominate P-The Legislature has never 
gone so far as to suggest any indenendent auditor. 

824. As we are now being asked for a very 
considerable extension of power, are you satis
fied that such an arrangement is sufficient, be
cause I confess, from what I have heard in evi
dence, it does not appear to me to be so P-That 
is a very wide question to answer. 

825. Is ita very wide question P You pro
bably have some experie'loo of it. What 'is YOUl' 
experience P Who. are !he auditors. they ap
pomtP---'-Generally speakmg, the audits are re
markably weU done considering the clss. of 
people the auditors are taken from. 

826. I want to know who the people are?
They are just anybody. 

827. And chosen by the societYP-'-Ye" 

Ohairman. 
82~. Not acoountants?-No. 

Lord N orthcote. 
829. Is it. a common case for a socie.ty to 

n?minate their own auditors P-As a rule, ye •. 

Lord Welbll' 
830. I have understood one objection to the 

provision that there should be a public auditor 
is that there is no provision for payment P-That 
is 80. 

831. That is one of the objections that now 
oecur, and which will prohably have to be con
sidered as to whether there should be a public 
auditor. I confess at pr.sent as it stands it 

. appears to me that the audit provision is not 
sufficient, and I should like, before I could form 
an opinion apout that to have some information 
a9 to what these auditors' report. are. I should 
like to see a sample of them ?-I could very 
easily bring some liefo1'<l your Lordship. 

832. It is very important, because ~me ~nows, 
from very little. experie,!cee of th,s )<md of 
thin~, that where a sOCiety hao: eonslder~ble 
powers, considering their means, if the aU~ltor 
is . not independent, y~u have ver:y little 
securityP-Now w. aro.dr,lven to the pcmt that 
this is a Fri.ndly SO.CletJ~s Act, an~ does not 
deal with banks. PrImarIly, the ob1ect of the 
Act is to deal witb friendly soci.ties or ciube, not 
banks. 

Chairma". 
83a. I have the pro forma rule of one of these 

credit 8Ocieties, and I find that Rule 17, on page 
23. provides for the auditing of accounts verv 

H much 
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Ohairman-continued. 
much as the Act of Parliament does. .. The 
eommittee of management shall once at least in 
every year submit the accounts, together with 
a genllial statement of tbe SBDl<>, and all neces
sary voucbers, up to the 31st of December tbe!' 
last, for audit, either to one of tbe public audI
tors appointed under the Friendly Societies. Act 
or to two or more persons appointed as auditors 
by the members at the annual general meetlDg 
hi each year, and sball !!'y before every suc~ 
meeting a balance-sbeet, and ~o on. That IS 
an audit very much the same as an audit of any 
public company P-That is so. 

834. The shareholders of any public company 
appoint their own auditors.P-That is what I 
rather meant to convey to Lord Welby. 

Lord Welby. 
835. You said also that there is no provision 

whatever that the auditor shall be even an ac
countantP-No, but I do not know that there 
is any provision in the Companies Act -yhicb 
says that; though, as a matter of convemence, 
as there is money there, they generally do so. 

, 
Chazrman. 

836. I do not know of any provision in the 
Companies Acts which says tliat the auditors 
must be' accountants, but they generally are?
That is so. As to the persons who are auditors, 
this Act sh()ws one of the inconveniences of 
havin~ banks tacked on to an Act dealin~ with 
friendly societies. This Act deals with such 
bodies as the Independent Order of Odd 
Fellows Manchester Unitv, the Ancient 
Order of Foresters, and the village clubs, 
and you are at once met with the diffi
culty that arises in forming ·banks under an Act 
passed for some other purpose: The .com!Ditt~ 
will understand that there 18 nothlDg lD the 
Friendly Societies Acts, as orij!oinally consti
tuted, to cover banks. It is only done und .. r 
these special aut.hori.ties. ~his question of audit 
is one that necessarily arl8es. 

Lord Wtlby. 
. 837. A,P"rt from the difficulty of payment, 

and puttlng that aside, would you like to 1M 
it made obligatory'to send these accounts to a 
public auditor~-Thpre, of course, comes in a 
question of expense. 

838. Putting that aside for a moment, aa a 
matter oflrinciple, if that could be provided 
for, woul you like to see these account. so 
audited P-As • matter of principle, yes. 

ChaiM'll4n. 

839. But that would be a very expensive 
proceeding; these little banks would be ruined 
by an expense of that kind P-Yes; I anawered 
the question apart from the qupstion of ex
pense. Tbere is a power of inspection under 
Section 76, of which the Committee will 
probably be aware. That section provide. that 
one-fifth .of the members may apply for tbe 
appointment of an inspector, and that inspec
tIOn then takes place und ... the direction of tbe 
Chief Registrar of Friendly Societies. 

840. And there ia power, I think, under the 
Act, for the Registrar to appoint a Com
missioner, or wbatever he may be called, to 
examine into the affaire of .. fribndly society P 
-Yes, that is tbe inspector. 

841. I remember very well thirty years 
ago Lord Sheffield (he was not Lord Shef
field then) coming down to Liverpool and 
sitting there for weeks holding an inquiz into 
the alfairtl of the Liver SocietyP-!es, I 
remember hearing of that, but that is on th. 
application of the member. of tbe society, and 
not at the instance of the Cbief Registrar. 

842. There must be a representation hy a 
certain number of members to the Regiatrar P_ 
Yes, the reason for that being, of course, tbat 
the Legislature says that the nlanagement of 
the societies must look aft .. r the management 
themselves. It dopa not give us pO"'er to step 
in and make inquiries. 

SIR GEORGE H. MURRAY, G.C.B., is called in; and Examined as follows:-

ChaiM'll4n. 
843. Have you pr~pared anything in the 

nature of a prooH-No, my Lord. 
843.· I should like to tell you what, as far as 

we understand, the objects of the promoters 
of this Bill are. The bank. at present existing 
are registered under . the Friendly Societies 
Act, and by virtue of what is called the special 
authority. They are unlimited in this Bense, 
that the members of the society are responsible 
for debts to the wbole extent of their estate. 
In the ~reat majority of cases that resp9nsi
bility IS of no consequence, because the 
members of the banks are people without 
money; but it is said that sometimes there is a 
responsible man connected with the bank, and 
that is of some advantage. What they want is 
to retain that principle of unlimited liahilitv 
and at the same time t() get, under tbe Friendl; 
Societies Act, power to add to the banking 

ChaiM7Uln--continued. 
busine88 a co-operative store, either unlimited 
a8 to the scope of its trading, or limited to 
agricultural purposes if it is possible to limit 
it. That is what they want. It has been BUg
gested by Sir Horace Plunkett that it would be 
better, in order to attain the object in view, 
to amend the Friendly Societies Act so aB to 
permit co-operative trading in conjunction with 
banking rather than re-register all tbe societies 
under the Industrial and Provident Societies 
Act which permits the two to be joined to
gether, and to introduce into that Act the 
principle of unlimited liability which doeB not 
at present exist. I think the way in which we 
want to you to help UB is to tell U8 whether 
your experience h~ads you to the concl uBion 
that it IS und'1irable to allow the two thinga 
to be worked'togetber-tbat iB to eay, to make 
a provision in the Friendly Societies Act tbat 

yon 
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Chai7'1lUJn.---<JOntinued. 
you may have the two cl ........ of trading carried 
on at the lame tima by the same society-bank
ing and eo-operative trading., Is there any 
obJection to itP-It oeema to me that the alter
native lies between grafting a new ,Provision 
on the Friendly Societies Act. or grafting a new 
provision on the Industrial and Provident 
l:Iocieties Act. 

844. Tbt il exactly ... hat it is?-Our opinion 
at the Treasury. on the .... hole. is that it would be 
better to register these societies under the Indoa
trial and Provident Societies Act tfian under the 
Friendly SocietiPI Act; that the anomaly of an 
unlimited ind1lf!triai and provident society 
carrying on banking business and trading would 
be less. on the w·hole. than the anomaly of an 
incorporated friendly society carrying on 
trsding. which it cannot now do as .... ell as ,the 
banking ..... hioh it can do to a limited extent. 

845. When you use the word" incorporated," 
you 1De6Il, I suppose, .. rpgistered "?-N 0, my 
Lord. 

846. Because a friendly society is not incor
porated ?-I meant incorporated with unlimited 
liability. 

8n. Incorporated under .... hat Aet? As I 
understand, under the Friendly Societ.iea Act the 
societies are n'ot incorporated. It appears to me 
to make no ditferenoe; but .till it i. 80, thev are 
not incorporated. Under the Indoatrial and"Pro
vident Societies Act th.y are incorporated P
Yes. 

848. It is suggested that there is some charm 
in incorporation; but, for my own part, I can
not lee w,hy the trooteps under the Friendly 
Societi .. Act are not equivalent to incorpora
tion. I see no difficulty at all about it. When 
you use the word .. incorporated" I want to 
know whether you mean" registered" or do 
you mean really .. incorporated" P-I mean 
incorporated with unlimited liability. Registr .... 
tion under the Industrial and Provident Societies 
Act i. equivalent to incorporation, but with 
limited liability. 

849. Mav I put a difficulty to you? Ho .... 
many of these soci.ties there are in Engl .... d 
carrving on the two busineBses under the Indus~ 
triai and Providpnt Societies Act I do not kno .... , 
but there are a J!'reat many in Ireland carrying 
on the banking bnsines. and registered under 
the Friendly So.ieties Act. Now it occurs to 
me that it would be a very great and grave 
difficulty if you had to re-register all those 
.ocietiE's under the other ActP-It would give 
them a certain smount of trouble, I imagine; 
but I do not think there is any great difficulty 
in it. 

850. Do not vou think that it would disturb 
them and mak'; them uneasv. and induce them 
to wonder .... hy. if they were told: "Your society 
has bPan going on for vears an.! doinjP: '98ry .... ell ; 
but it muot be rel/istered under another Act of 
Parliament, in order to Iret something more" P 
-It might. 

• Earl of C ........... 
851. And Sir Hol'Bl.'O! Plunkett pointed out 

that the grealeT portion of the members of the ... 
.mall hanks were very ignftrant to the e][tent of 
heinr: illiterate and not ahle to read and write, 
and the result .... as that it .... ould he extremely 

(0.7) 

E&rlorC~ntinu~ 
difficult to make them understand the altera
tion ?~That" seema conceivable. I cannot 
88y anything about that. "But the object 
of incorporation, I imagine, is to provide tha' 
there aho.,ud be a more effective legal remedy f<r 
the credItors than they have no..... {j nder 
the Friendly Societies Act they must proceed 
against the troatees, and then if they .... ant 
an., more property than the trustees have got 
'they must go for the individual members of t.b. 
80ciety in tum, or for the who'" body of them. 
In the case of an incorporated society, I imagine, 
they could proceed again.t the officers of the 
society. 

Chairman. 

852. They proceed against the inoorpora ted 
body, and get their judgment against such and 
such B 80ciety, and then they would be able to 
issue execution against the asseU of that society 
and get them wherever they could. No doubt 
if there .... ere incorporation the procedure, in the 

, event of B creditor desiring to get his money. 
might be simpler?-Yes, I believe that is the 
object. 

863. I do not at present understand what the 
particular advantage is of having recourse te 
the Industrial and Provident Societies Act?
I think the object that these banks have in view 
is ,more gerJ!1ane to the objects of the Industrial 
and Provident Societies Act thal1 to the 
objects of the Friendly Societies Act. 

8M. Can you tell us how?-In respect of 
trading, at any rate. I think that is clear. 

855. Yes. that is obvious, hecause you cannot 
do the tradUig under the Friendly Societiea 
Act. The suggestion is that there should be a 
provision inserted in that Act, or that there 
should be a new Act enabling societiee re
gistered under the Friendly Societies Act to 
trade as well as to bank P-I think that .... ould 
'be a greater anomaly than the other. because 
it has been always maintained from the very 
beginning of friendly societi.. that trading ....a. not to be one of their objects. 

856. No doubt. But would the anomaly be 
of any consequence?-No, I do not kno .... 
that it would. but when vou have to choose be
tween two anomalies I ihought the other one 
.eemed smaller. 

857. I will tell you wbat I understand i8 the 
difficulty in the way of your suggestion. If these 
societies were all to he registered under the In
dustrial and Provident Societies Act. they w)uld 
not have that .... hich they no .... bave. namely', 
unlimited liability. They 'WOuld not have It 
without some legislation, and we are told-I 
do not kno .... on what foundation-that it .... ould 
be very difficult to get through the Hou~e. of 
Commons a Bill in which there ... as a provlJl0n 
for unlimited liability. At I?resent th<; ~n
limited liability undpr the FrIendly .SOCI~ti .. 
Act, exists, and you .... ant ~o. leglsla11on; 
whereaa if you regIster the sOCIetIes under the 
other Act yOU want Ipgislation. Weare told 
that it WDuid be very difficult indeed to get s\lch 
a Bill througb Parliament~-~ .... as ~ot aware 
of tbat. It is a matter for oonslderabon. But 
the alteration in the Ia ... wo~ld be a c~mpara
tivelv simple one; it .... ould slmp!v proVide. t~at 
under tbe Industrial and PrOVIdent SOClehe. 

H! kt 
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Chairmaflo-Continued. 
Act a society could be registered with un
limited liabiiity. The unlimited liability, of 
course, would have to be very carefully safe
guarded, but subject to that I do not see any 

.. great objection to it. 
858. That was the view I confess I took at 

the first, but I was rather shaken by what Sir 
Horace Plunkett said that you would npset the 
minds of all these people if you we~t to the~ 

. and tlaid: "You liave got to rewster yanr 
.ociety afresh under some other Act of Parlia
ment:" Do you see any fundamentalobject!on 
to permitting these thrift banks to be earned 
on together with co-operative trading ?-No, 
.ubject to the safeguards which I have alluded 
to. 

Lord Welby. 
859. What safeguards ?--On the question of 

unlimited liability. 
860. That is to say, under rules approved by 

the Treasury.-Ye.; and I think you would 
have to restrict very closely the area in which 
these unlimited societies could act. It would 
not do to have them doing business all over the 
country. 

Chairman. 
861. No, it is not suggeeted that they should. 

Are you in a position to suggest to us how the 
area. should be limited P-I think it should be 
limited by what I may call the reciprocal 
knowiedge of each other's affairs which can be 
acquired by the members of a .society. They 
should all know what each of the others i. doing, 
and probably know each other personally. 

862. Would you limit it by geographical area 
or by numbers of members?-Both, I think. 
You might take a pari.h a. the unit, or part. of 
several parishes with a limit of population. 

863. How would that be done-by the rules, 
or liowP-By rule; but I think it' would pro
bably be better to put some provision of that 
kind in the Act, and not leave it entirely to 
rules. 

864. I want to know whether it should be 
statutory or done by rules ?-Statutory in the 
first instance, I think, certainly. 

865. And then. po.sibly,'rules made by virtue 
of the statute?-Yes. 

flll6. Would those rules i.sue from your office? 
-No; the rules would be made by 'the society 
itself, with the approval of the Regi.trar. 

Lord Welby. 
867 • .And wonld they be submitted to you 

then, or does it not want Tr<'88urv .anction p_ 
I am not quite sure whether the Regisrrar 
authorises the rules himself or whether he sub
mits them ta the Treasury. ·Probably, in the 
case of a new institution of this kind, a model .et 
of rules would be framed. 

Earl of Cromer. 
868. I understand sub.tantially the case stands 

in this way: You think, as an' academic ques
tion, it would be certainlv less anomalous to 
graft on to the Industrial and Provid .. nt 

EarlofOnnne~nUnuei 

Societies Act if you have a cl"nn aheet of paper 
and nothing already dODe P-I think so. 

869. As a mereaoademic qu .. stion I om in. 
clined to agree with you; but we have to attach 
great importance to the evidence of Sir Horace 
Plunkett, who has had experi .. nce of the actual 
practical working of the system which none of 
us have had. I do not understand generally 
from what you have aaid, although vou pre . 
ferred the grafting on to the Industrial and 
Provident Societies Act, that your objection" 
to grafting on to the Friendly Sociptiea Act 
are fundamental and radical P-No, I cannot 
sav that the'! are. I looked at it aim ply aa 1\ 
choice not 0 evil., but alternatives. 

870. But you have not any: strong and 
fundam .. ntal objection to the otherP-No. 

871. The question i. how far the ptacticnl 
argnment is to weighP-Yes. 

872. I do not know whether you could give 
us any useful evidence ou another imfortant 
point rai ... d in the course of the exnnllnlltion 
of Mr. T. W. Russell and Sir Horace Plun
kett, and that is as to whether these co-opera
tive trading societies should be limited to seIl
ing small articles and substance. conDected 
with agriculture, IIr whether there should be 
general trading. Have you any opinion on 
that, or does it come into the Icope of your 
position at all ?-I gather that the intention of 
the Bill was rather to promote a .. ricultural 
trading in smail bodies. 

873. That is quite true; but the draft, as w. 
have it here, gives general trading powers P-
Yes.-

874. It has been pointed out to us that it 
seems somewhat iIIogioal to allow co-operative . 
trading as regards rakes, hoe., ploughs, and 
those kind of things, and not allow it a. regards 
tea, coffee, and other things?-I do not see allY 
great objection to ,uch an extension of their 
opprations. 

875. The other side of the question i. that 
whereas there would be very strong oppo.ition 
'from the small traders to general trading, there 
would be less opposition to agricultural trad· 
ing ?-I have Dot considered that paint. 

Earl of Shalte,bury. 
876. I gather that you r .. ally have a pl'l!

ference for grafting on the Industrial and 
Provident Societie. Act rather than on the 
oth .. r Aci?-Yes . 
. 877. A distinct preference P-Yea. 

878. There is the oth .. r question, which I do 
not suppo.e comes within your province at all. 
aDd that is whether you want the nrea reatricted 
in the case of nnlimited liability. I quite 
understand that the area of a co-operative 
society for banking bu.in .... should be reatric
t .. d, but I do not know whether trading can be 
restricted to an area?-No, I 8ee it would be 
rather difficult. 

Earl of Cromet'. • 
879. If a man comes in to boy a thing you 

.could not ask Ilim whether he came from one 
pari.h or anolher; it would be ~mpo8sible?
That ill 80. 

8.'!0. There 
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Lord Welby. 
880. The Treasury io mentioned in the 

rules very often. Are the ruleo frequently 
made by the Treasury, or have you laid 
down at diJl'erent times certain general rules. 
You said just now/au thought a model'I'Ule 
would be submitte to you, and you would 
aJ>prove it, and that would hold good for any 
sllIlilar society afterwards. Is that the method 
.in which the Treasury adminioter their 
responsibility?-I think 00, generally. 

881. And therefore, I suppose, they do not 
'Very often come to you P-N at very often. 

882. I ouppose when those rules come before 
you, you consider them probably_ in consulta
tion with tile Chief Registrar P-Yes. 

883. It has .been suggested to us that a Bill 
with alI these provisions in it is a somewhat 
cumbrous method of lroceeding, and the 
object might be attaine in a much simpler 
fashion. I observe from the evidence which 
has been given to us by the Chief Registrar, 
that he seems to look with considerable hesita
tion, to say the least of it, upon the Bill. Do 
you think a case is made out for a Bill with the 
-somewhat cumbrous, or at alI events, 
numerous details contained in the one before 
us P-My impression was that it could be done 
.in a very much simpler form in the manner I 
have suggested, namely, by permitting regis
tration under the IndustrIal and Provident 
Societies Act with unlimited liability, and I 
think that would give all the powers wanted. 

Earl of Crome,.. 
884. Tha~ would relJuire an Act P-Yes. I 

"wao llUggeotlDg that thIS Rill might be limited 
·to a provioion of that kind, and nothing more. 

Lord N orthcote. • 
885. That would mean the withdrawal of 

1hii Bill and the drafting of a new Bill to 
amend the Industrial and Provident Societies 
ActP-Unless you can convert this Bill or cut 
it down. 

Earl of CroTMf'. 
886. In the same way, if it was poB8ihle to' 

engraft on to the Friendlv Societies Act it 
would mean. withdra,,!ing this Bill, and ha;ing 
8 sec?nd B,!l, allowl11g that graftingP-Yes, 
allowmg an Incorporated society to work under 
1he Frieudly Societies Act. 

Chairman. 
.887. So that in any eveut, according to your 

"lew, the proper course would be to withdraw 
this Bill altogether, and to in troduce another 
on~ which. would have ~me of the two simpl. 
",blects whIch yon menlton P-Unless this Bill 
could be amended to that extent. 

888. 'Vbat I understaod vou to mean is that 
a very aimple Rill dealinlr with one or other of 
the two alternatives whirh you have mentioned 
would be sufficientf-I think so. 

Lord W dby. 
889. You seem to think on such a question as 

that there .hould be a legal definition to guide 

Lord Welby-continued. 
the f?rmation of the society P-Yeo; I think the 
reotrlcbon of the area ought to be statutory 
and to he carried out in rules. • 

89~ .. I attach c.onsiderable importance to the 
prOVlB1on for audIt being satisfactory. Do you 
thi,,:k, as they stand at present, the ruleo as to 
audit are such as to provIde security, which you 
would approve?-I had not considered that sub
ject. I am not sure that they are. One would 
naturally prefer a public auditor for an institu. 
tion of ,this kind. 

891. rhere you come up against expense P
Yes. 

892. Anyhow, when these extended powers 
are being given, do not you think that it is de
sirable in the interests of the public generally 
that there should be some sufficient check. I 
do not want to carry the point further in any 
punctilious spirit, but there should be some 
provision for ouch an inspection, or such an 
audit as would secure absolute detection of irre
gularityP-I quite agree. 

893. I do not see in the rules. as they at pre
sent stand, that there is any sufficient security 
for that, and I would ask you whether you do 
not think that while we are dealing with it, at 
all events, we ought to be satiofied npon that 
pointP-Certainly, I think it is v""'y important . 

Earl of Cromer. 
894. But the question of expense comes in P

Of course there is always that questiDn in the 
background. . 

LOI'd W dby. 
895. It appeared to me with such very bene

ficial institutions as these promise to be, that 
there would be a ri~ht to get security, so that 
they are not discredIted hy malfeasance on the 
part of any of themP-Yes. 

896. We 'have been told in Ireland about 
the report made hy the Irish. Agricnl
tural Organisation Society, who made an 
examination, though I believe they had no 
power to do 80. They got the informa
tion that 26 societies were well adminis
tered financially, that 36 were fairly so, 
and that 46 were, to say the least, indifferent. 
If there is anything in that·-and I am not say
ing that is established-and if that is the only 
evidence we have had as to the financial work
ing of this, does not such" statement as that 
which is made upon a report by a responsible 
society point to the fact thnt tbere onght to be 
some satisfactory provision for a check upon 
themP-Yes, certamly. 

897. 'As an old Treasury man, I hardly like 
to ask the question, because it involves other 
questions; but if you attach importance to 
that point, would you carry the importance 
of it to the extent of the expense being borne 
by the public? I want to know the importance 
vou attach to such an examination P-I think 
it would be very difficult to justify a charge 
on the taxpay'er for auditing the accounts of 
a friendly SOCIety. 

Earl of Cromer.] Would it be easier to 
justify putting it on the mt-MP 

898. It 
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Lord Welby. 

898. It may nDt be any easier;. ~ut. BUp
pDsing it oDul d be put Dn the locahtiea lUter
ested ?-'l'hey are mDre interested in the lociety 
than the general taxpayer. 

899. }'ully recDgDlsing, as I do., the very 
great DbjectiDns to making a l;'ublic charge fDr 
an., audit, would YDU be satisfied to pass by 
thIS very inIportant questiDn Dn the Dther side, 
and extend 'pDwers and give a larger scDpe to 
these societIes, with the knDwledge that the 
check upDn them nDW in YDur own mind is nDt 
satisfactory ?-I think sDmething might be 
dDne, perhaps, by insisting upDn the publica. 
tiDn of accDunts, which wDuld nDt cost very 
much. That, I think, is a necessary provisiDn. 

Chairman. 
900. I think there is a prDvisiDn in the 

Friendly SDcieties Act that where banking is 
carried Dn a sort Df halance-sheet shall be 
printed and hung up in the place where the 
business is carried Dn p-Y es, that is under the 
Industrial and PrDvident Societies Act, I 
think. 

901. I thDught it was required, but I am 
nDt sure whether it was under the rules under 
which these societies are registered ?-I think 
it is uuder the Act. 

LDrd Welby. 
902. It is something to in8i8t upDn a balance

sheet being hung up, but have YDU always such 
cDnfidence in peDple who. draw 'up a balance
sheet that they will draw up a true balance
sheet? An DId chief of YDurs used to have a 
dDubt abDut setting a cat to watch the cream. 
Are YDU satisfied abDut the cat watching the 
cream?-ND, I am nDt. 

LDrd No'I'tAcote. 
903. With regard to the questiDn of these 

areas which these sDcieties are to. CDver, I am 
nDt sure if YDU said YDU wDuld Dnly define the 
area by statute Dr also. have Dnly a limited 
number Df pDpulatiDn ?-I am nDt sure that it 
wDuld be necessary to' put that into. the statute, 
but I think there Dught to' be SDme prDvision 
that the area is to be strictly limited. 

904. As regards the area, yes; but it wDuld 
be rather difficult to. fix a limit Df pDpulatiDn 
or numbers?-Yes. . 

905. In a thickly peDpled district J'ou might 
have a great numher Df members. YDU wDuld 
nDt attempt to. fix the number of members who. 
shDuld belDng, but Dnly the areaP-I ;waa nDt 
thinking Df the number Df members 80. much 
as the district Dver which the society was to 
Dperate. 
. 906. That would vary in dUIerent parts Df 
the cDnntry?-Yes. 

901. With regard to. LDrd CrDmer's 'JuestiDn 
abDut the trading that these societies mIght do., 
do. YDU think it wDuld be at all easy to. define 
by Aet Df Parliament to what branches Df trade 
they shDuld confine themselves ?-No, I sbDuld 
think it wDuld be very difficult. Under the 
present Act I believe the trade or business to. 

• be carried Dn is specified in the rules. 

LDrd MacDor.nel'. 

908. Have YDU formed any idea aa to lIle 
number of members who Dught to. compose 110 

aociety P-N 0., 1 cannDt say that I have thought 
of any uaot number. What I had in my mllld 
11'81 that they Dught all to knDW eaoh Dther, and 
each Dther'. afl'airs, and be clDlely a .. ociated. 

909. That wDuld be the guiding principl.~ 
-Yes. 

910. In England I am nDt aware Df any local 
georaphical area. In Ireland VDU are familiar 
wit the expres.ion "TDwnlands" P-Y ps. 

911. YDU might pDssibly hy such a definition 
81 that provide that ~he 80ciety shDuld eover 
one Dr mDre townlands, and be limited by the 
rules to a particular numberP-Yes. 

912. I am not aware that there is an.,thing 
to. help YDU in England in that direetionP
There IS the area Df the parish. 

913. The parish wDuld be very bigP-It 
might be. 

914. In Ireland a pariah wDuld be very big. 
It wDuld be quite impoasible in that area fDr 
eaoh member to knDw sDmething abDut every 
other member, It i. quite impoeaible that YDU 
cDuld apply it to a parish in Ireland?-Yes, 

915. Because a parish i. prDbably sDmetimet 
40, 50, Dr 100 aquare miles?-That i. why I 
propDsed the eoncurrent limit Df populatiDn. 

916. Am '[ right in thinking that Dn the 
whDle YDU are favDurably disl;'Dae~ tDward. the 
Dbjects Df the prDposals Df th.a B.II p-Yes. 

in7. The difficulty is hDW these ~bjects are ~ 
he carried DUt. YDU are Df 0p.D1on that It 
wDuld be better if it were pD.aible that they 
shDuld be earried Dut by an amendment of the 
Industrial and PrDvident Societiea Act, rather 
than an amendment Df the Friendly Societi •• 
Act?-Yu. 

918. And the reasons why effect cannDt be 
given to that, in the Dpinion. Df som~, ~re two
fDld: First, as I understand It, the dlffi~lty of 
getting an amendment Df the Industri&l and 
PrDvident Societies Act thrDugh Parlisment, and, 
l'Iex~ the difficulty of making people understand 
the .:easDn fDr the change Df regiRtration and the 
difficulties connected with it. LoDking at the 
last of these difficulties first, have you had a 
recent occasion to examine these forms Df rules 
that have been given to us of eredit societies 1-
No, I have not.· 

919. Y DU are nDt able to say. whether these 
rules would be pra<;tically 8~ffi~lent under the 
Industrial and ProVIdent SOCIetIes Act I-No., I 
cannDt speak about that. 

920. If you bad bee~ aati.Sed. I ~ggllllt ~h~re 
would be no diffieulty m re-reglstenng soCletl~ 
providing they continued to Dperate under practi-
cally the same rules 1-~ es. . • . 

921. 'Ihat is a thing WhICh 18 wDrth exammmg 1 
-It did not occur to me that there would be 
much practical difficulty in re-regiBtratiDn. 

922. It does nDt occur to me either that there 
would be much practical diffieulty. Then.in 
regard to getting an amendment ot the In~ustnal 
and Provident Societies Act through ParlIament, 
do. YDU think ~h<l19 wDuld be very great ~ifficu1ty 1 
It wDuld hin!!e, I suppose, on tlie questl~ of un
limited liability. Do. you think diat Parlisment 

would 
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Lord MacdonmU-continued 

would be less unwilling to engraft the principle 
of unlimited liability on to the Industrial and 
Provident Societies Act than they would be to 
engrl!-ft incorporation upon the other Act t-I 
should have thought they would have preferred 
the a.mendment of the Industrial and Provident 
Societies Act. 
. 923. If the Government took up the question, 

would not there be every reason to expect that 
the Bill would pass tlirough Parlia.ment I-I 
should think so, out I cannot speak definitely 
about that. 

Lord N o'l'tkcote. 

924. I think we were told on that point that 
the Government would only take it up if it 
was understood that it was a non-contentious 
Bill I-I am not aware of any proposal that the 
Government should take up this Bill. 

Lord MacDonnell. 

925. Mr. Hobhouse's Bill I-That is another 
Bill altogether. 

Lord Welby. 

·926. That is a Bill which extends the liability 
to £aoo in shares 1-1 think it is something of 
that kind. The Jlresent limit i~ £200 in shares, 
and I think one of the objects is tG extend it. 

Lord MacDonnell. 

927. May I ask you whether we might expect 
the Government to take up the amendment of 
the Industrial and Provident Societies Act to 
this extent, namely, giving unlimited liability 
to these small societies 1-1 should not like 
to say anything about that, because I do not 
think the question of the Government taking 
up this Bill, or carrYing a Bill with this object, 
has been considered at all. 

Earl of Orant .... (to Mr. Wolf.) Could you 
tell us whether under the Raifteisen Rules the. 
general cost of audit in Germany is to any 
extent thrown upon the general taxpayer, and 
generally how fur the Government interferes in 
the audit system 1 

Mr. Wolff.] No, not at all under the Rai ffeisen 
system, but I have listened with very great 
attention to the <Iuestion Lord Welby put about 
inspection; and I think that is a weak point in 
ollr system. What Mr. T. W. Russell instauced 
the other day. naturally follows from the want 
of their having a committee of inspection 
in . the society and a committee of inspection 
outside the society. In every other country 
now they have pas!led a Jaw. It is only 
an ordinance in France, but everywhere 
olse it is a Illw- that there must every two 
years be an official inspection and audit of the 
way the business of the society has been carried 
on: But they givo the option to the societies 
whether they will have their own collective 
inspection committee, or whether they will have 
a Government Inspector. If they go to the 

~overnment, then the Government pays for it; 
at least, the Government charges such a low 
rate tha.t practically the major portion fulls upon 
the taxpayer: but societies of gOJd unions, like 
the Raiffeisen and Schuttze.Delitzsch, will not 
have anythi.na' to . do with the GOTernment 
Inspector. The union appoints its own inspector, 
who charges a certain tariff price which falls 
entirely upon the societies, and, they consider 
that the mspection and audit is worth very 
much more than a Government Inspection and 
audit, which becomes a pure formality or else a 
worry. 

Earl of 0r0m6'l'.] Still, I understand in 
Germany IUld France if they do not appoint 
their own inspectors the Government inspeots 
for them. 

Mr. Wo(ff.] Quite so. 
Witness.' May I mention one point which 

arises on Clause 4, Sub-clause (I), of this Bill if 
it goes forward which 8&ys-" A Thrift and Credit 
Bank may, if the rules of the society so permit,· 
borrow money from any County Counci!:" As 
far as I know a County Council has no power to 
lend to an institution of this kind, and as the 
Bill does' not give it any power it might be as 
well to strike out" or any County Council" 

Okavl'm.a.n. 

928. We have already discussed that to some 
small extent, and I think we were all of opinion 
that it woos very unsatisfactory that there sbould 
be any proviSion of that kind in the Bill at aU, 
and Mr. Wol1f, when he was in the chair, 
admitted that it was not a matter of any 
importance I-Yes. 

Lord MacDonneU. 

929. If permission to trade be given, would you 
limit the right to buy to members of the 
particular society 1-Yes, I think so. 

.930. Would you allow members from another 
society, B, to come to purchase their requirements 
I\t the store of society A, or make the trading- in 
that store restricted to the members of socIety 
A altogether I-I thought -the tmdin~ was 
intended to be pllrely co-operative, limited to 
members of the society. 

Lord N O'I'thcote. 

931. The members of the society would 
include depositors I-Yas. 

Lord Welby. 

932. You said with 1'l'gard to trading, there was 
a guestion whether it might be limited to 
agncultural Purpos<"! in an agricultural society. 
It has been poIDted Ollt to us that however 
desirable that might be. it would be beyoud, 
human power to distinguish geueral trading 
from agncultural trading. But I rather gather 
from what you say that you Lbink it is hardly 
worth while attempting to make the distinction 1 
-I think the difficulty of distinguishing would 
be very great, and perhaps it is hardly worth 
while Waking it.. 

933. I understand 
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Cluri'MlUl.ll. Earl of Slu'fo'sbury-continued. 

933. I understand you wish to add something 
to your evidence I-Yes, I have only this morning 
learnt what the attitude of the Co-operative 
Union would be towards the proposed introduc
tion of unlimited liability into the Industrial 
and Provident Societies Act. They would 
oppose it. 

9340. What is the Co-operative Union I-The 
Co-operative Union ill the central co-operative 
federation of. I suppose, the largest trading 
organisation in the United Kingdom, It is 
the Central Union of all the Co-operative 
Societies. 

935. Do you mean that the Army and Navy 
Stores has anything to do with it 1-N ot at all, 
not the Army and Navy Stores. . 

936. They profess to be co-operative I-They 
have a co-operative name. I mean the working 
men's co-operative associations, which I should 
think rank in importance with . the friendly 
societies and the trades unions, and are one of 
the great orF.isations of this country, perhaps 
one of its kmd the largest organisation in tile 
world. They are a body 80 strong politically 
that any attempt to pass legislation through the 
House of Commons which they opposeif, at a 
time when controversial legislation is hardly 
practicable, would be merely futile. It would 
be a waste of time to introduce an amendment 
into the 'Industrial and Provident Societies Act 
that the Co-oJ;lerative Union opposed. The 
Government nught introduce it; no private 
Member of Parliament would undertake such a 
Bill. I should think. 

937. Then which of Sir George Murray's two 
alternatives dOloU think is the better 1-1 have 
just come in. do not know what they are. 

938. They are the alternatives that have been 
already before us : First, of using your alterns.! 
tive, that is to say, of leaving the societies as 
the:y are at present registered under the Friendly 
SOCieties Act and amending the legislation by 
enabling the societies to carryon the two 
businesses of banlting and trading together? 
··-That is the one I favour. 

939. The other alternative, which Sir George 
Murray seems to prefer, is that of enabling these 
societies to carry on the two businesses with 
unlimited liabiltty under the Industrial and 
Provident Societies Act 1-1 prefer the former al
ternative which is proposed in Lord Shafesbury's 
Bill, firstly on its merits, and secondly because 
I have ald:~rs thought the other would be 
extremely .. cult to get through the House of 
Commons, and I now know it wonld be 
impo..osible, because the Co-operative Union 
must be listened to when there is any proposal 
to change the structure, and this is a complete 
cbange in the structure of the Industrial 
and Provident Societies Act. 

Earl of SllajtesbwMt. 
940. Do not you think there would be e<J.ual 

opposition to the other proposal? .To begin WIth, 

you have a section in Ireland vrrry dead against 
any trading powers whatsoever being given to
co-oparative societies, and if you propose to add 
to the CC;Sed co-operative societies tradinlC 
powers, . ng, and if in addition you hav .. 
the TreaaulJ' very much favouring the other 
alternative, do not you think it is equally 
impossible to do anything I-As far 118 the 
oJ;lposition that you have in your mind g008 it 
Will be equally strong against anr proposal we 
may maKe on behalf of famlelS co-operativo 
SOCieties. I do not think there is anything to 
choose between the two methods, but I WI\II 
looking at it rather from an English point of 
view, and I think there would be no co-oporative 
opposition to your proposal, where&.!! there would 
be to Sir George Murray's. 

Lord Her8C/~U. 
941. Why would there be no Co-o(lerative 

opposition to this other proposal I-No 
co-operative opposition because there is 
absolutely no ground for it. 

Earl of CrO'YT/Rr. 
942. But would not the people interested in the 

Friendly Societies oppose 1 Are not they tW() 
distinct bodies I-Yes, but the Friendly Societies 
already have agreed to have their Act amended 
in order to make special provision for a very 
limited but very important class of societies, 
that is the Thrift and Credit Bal1ks, whose 
powers it is now proposed to enlarJie. 

943. Do :you mean substantially that the 
friendl! SOCieties are already a.ctmg on the 
principles which you wish to have adoJlted 1-
Yea, they are acting on the principle of unlimited 
liability. The Vl\llt majority of the friendly 
societies would not be concerned at all with the 
addition of trading powers, and it would not 
apply to them. It only applies to a restricted 
body that happens to be, in the general scheme 
of rural development, extremely important. But 
88 I say it is a. very restricted CM and thereo 
would be no opposi tion from the friendly 
societies, and you would have all the support of 
the Co-operative Union; where&.!! if you proceed 
on Sir George Murray's plan-I now know what 
I did not know the other day, because the 
Parliamentary Committee of the Co-operative 
Union had not met and discussed the matter, 
they only met at 10 o'clock this morning-that it. 
woUld be opposed by that Union. 

Clutirma:n. 
944. I do not think you alll!wered Lord 

Herschell's question. Whichever of the tW() 
alternatives you adopt your object is the same, 
namely, to carry on with unlimi~ liability ~he 
two bURinesaes. Why does thIS Co.operatlve 
Union object .~.the one a.nd not t'! the other, 
both being the same I-Your Lordship does not 
exactly state our object. We have no desire 

to carry 
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Chai1'"7ll<ln-continued. 

to carry on trading with unlimited liability. We 
find it necessary to ca.rry on what. I wig-ht call 
agricultural finance in backward commumties on 
the unlimited liability principle for rea.sons wltich 
have been thoroughly eXj>l&ined to the Com-. 
lIIittee. Incidentally, we find that these unlimited 
liability financing agencies must trade. Further. 
we find that you ca.nnot in these oommunities 
organise thorn under two separate Acts. u!?on 
two wholly ditferent .principles. It is a questlOn 
of organisation. and you ca.nnot get them to 

. understand or to operate Buch a comlllica.ted 
system. You must have one society domg the 
two purposes. Therefore it is 1\ mere aCCident 
that the trade is done on the unlimited principle. 
I\S I tried to explain the other day. There Will. 
be circumstances even in these communities 
where they would prefer. &8 they have to do at 
present. to do their financing 011 the unlimited 
liability principle and their trading on· the 
limited lii>.bility. which they will still be able to 
do if Lord !ilhaftesbury's Act passes into law. 
They will prefer that while 8ubstantial men 
cannot join .with unsubstantial men in mutual 
seourity. they oon and do. and it is. important 
that they should join together in atradini! 
business. 

945. Does thi. Bill proville for the existence of 
a limited liability in connection with trading and 
unlimited liability in connection with hanks l
It doeS not provide for it. but it is already pro
vided for. a.nd it does nothing which will 
prevent it. 

946. Where is it alre.dy provided for I-In the 
JndWltrial and Provident Eocieties Ace, under 
which we in Ireland to-dayorga.nise every form 
of aw-iclI!tu.ral co-operative society other than 
credit 800letles. 

9407. ander that Act you have limited liability'? 
-Limited liability. . 

9411. It is only under the Friendly Societies 
Act that you ca.nhave \lnlhnited liability 1_ Tha' 
is so. 

9409. Therefore ;your banking. if it is to be done 
on a.n unllinited liability basis. must bea banking 
business registered under tbll Friendly Societies. 
Act' - Tha.t i. BO. 

950. If you want limited liability in connection 
with tradi" the buainOBB must be registered 
under the nduatrial a.nd Provident Societies 
Aot I-Certainly. . 

951. Do you contempla.te two ·registrations 1-
We have two registrations as things are at 
present. 

952. Have you r-certainly. 
953. Tha.t.ls quite new. to me. I thought these 

societies that exist at present were registerecl 
under the lhiendly Societits Act and under no 
other I-Only the credit BOoieties. The credit 
8ocioties are registered under the Friendly 
Societies Act. but tbey ca.n only deal with credit 
and cannot touch tr8.de. The trading societies 
ca.nnot be organised under tbe Friendly Societies 
Aot, and must be organised under tbe Industrial 
AIld Provident Societies Act. 

1154. And the object of thia Bill, as I undtr. 
stand. is to enable the societies to he regiBtered 
under the 0110 Aot or the other, 80 that they can 

(0.7.) 

Chai1'"7ll<ln-continued. 

ca.r9' on both businesses ~d both busines:es with 
unlimited liability I-No. my Lord. At present 
we do actuslly register societies under tW() 
Ac~redit societies under the Friendly 
SOCietIes Act. and all tradinll societies under the 
IndWltria.l and Provident Societies Act· but 
there are a large number of cases in backward 
agricultural communities where tbe people must 
~e o~ised for credit. and must also be organ
ISed lor trade. and where we find it is not 
practical to register and to organise· two kinds of 
societies. andl-herefore we want credit and trade 
to be conduoted by one society. Mr. Wolff haS 
told you tha.t has been the invariable 'practice in 
similar circumstances in other countnes; and we 
merely want to do what haS been done abroad. . 

Lord N ortkeote. 

955. In those bscktard parts are the societies 
registered at aIll-Cer'..ainly. • 

956. Under which Act I-If for trading under 
the Industrial and Provident Societies Act. if for 
c .... dit only under the Friendly Societies Act. 

95 •• I did not q.uite J;Inderstand the distinction 
you were drawmg about certain backward 
districts where you said the conditions of them 
render it necessa.ry ·tha.t you should have the 
power you are seekiolg under this Bill 1-1 will 
try and make it perfectly elear. . 

958. What I .understood you to say was t,hat 
~O\l ha.d certain societies registered under the 
~'riendly Societies Act. and others under the 
Industrial and Provident l'iocieties Act. and then 
you said there were certain backward district.s 
where I did not understand whet.her the 
societies wero registered at all; and. if not. Wh~ 
you drew specUiJ. attention to these bsckwar 
socilltles &8 renuoring the necessity for this Bi 
imperative I..,..The necessity for registering com
munities in backward districts. and organising 
them on an unlimited liability basis. is tha.t that 
is .the only form of security which you ca.n 
develop in these communities a.nel which ena.bles 
you to get working oopita.l. into their buaineSll. 
Tha.t is the sole re&son for unlimited liability, 
that it is the only form of 88!lurity. As the la.w 
now stands, it is perfectly open to WI to register 
societies for the purpose of creating a security 
and for that purpose only, and that we do. I~ 
is also free for us. when the societies have !,j) 
trade ill eg&S, poultry •. buttllr, ma.nures. aeeds, 
a.nd 80 forth, to organise for trading purpoaes, 
and we do, but we find t.ha.t ill these 1iacK ward 
districta it is not sa.tisfactory. and sometimes it 
is not pra.ctiooble. to organise the community 
for bo~ pu~ some . under one set of Acta 
with unhmited liability. and others under 
a.nother set of Acts with limited liability. Y IlU 
cannot do it.. We come here &8 practiCal meD 
who have been 21 ~ at this work. and we 
tell you th&t it ~ot be don!'; that is to 81'y 
it can be done sometimes, but m o~ber ca.ses the 
districts have to be ·leit derehct &8 far 88 00-
o'perative organisation •. which is absolutely _e~. 
tlal. is concerned. Slmpl.V beca.use of thIS· 
difficulty which Lord SliaJtesbury proposes to 
remove. 

I 1159. Is it 
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• Lord MdcDonnell. 
959. Is it not the Cact that the communities 

that you have organised under ,the Frien<ll'y 
Societies Act into these ThriCt and Credit 
Societies are too poor to be organised undor the 
Industrial and ·Provident Societios Act, and too 
ignorant, and that, as a matter of tBct, you have 
not organised them under the Industri"" and 
Provident Societies Act. You mentioned that 
you have organised societies under both Acts. I 
ask you wllether you have ever organised the 
same society under both Acts ?-The same body 
of men have been organised into two societies, 
and that is tho unsatistBctory state of affairs that 
we want to change. In some districts you can 
do it, in other districts you CRnnot. 

ChaVrma'n. 
960. Can you give us an instance of a society 

which is registered with "the same pe1'sonnel 
under the two Acts 1-1 could give you a great 
many instances, but I do not recall tile names at 
the moment. You may take it from me that 
there are a large number ofsuchinstanoes, which 
I can in the course of a post furnish the Com
mittee with. \ 

.,961. If you know that thoro are. a large 
number, that is Buflbient for 08.-Yea. 

Lord MacDonmU. 
962. I was under the impression that the reason 

for this al'plication was tliat there were certaip. 
of these ThriCt and Credit Banks such as I have 
seen in the West of Ireland very largely, that 
were too poor and too ignorant to be able to 
conduct the double work-the work of banking 
on the unlimited liability principle, and the 
work of tradin~. I know of instances also 
in which they are able to do both things, or 
they could do both things, and I want to know 
whether you could divide these societies into 
two classes, one class which could do the double 
work, organised under the two Acl.s, and one 
class in which you could not get men capable of 
understanding the two-Cold business I-Certain
ly; you can classify the societies, you could 
grade the commercial intelligence of tile societies 
m the way :you sugg'est. I do not think you 
could make It a subject for legislation, but you 
could, as a matter of inquiry and interest, do 
that. 

963. I must say this has opened out a new 
vista of thought to me. Take your thrift and 
credit societies, of which there are about 270 , 
You told us these are all registered under the 
Friendly Societies Act l-Yas. 

9640. These all work under the principle of 
unlimited liability ?-Y es. 

965. If you were to register these societies 
under the Industrial and Provident Societies 
.Act you would get everything you wauted, but 
these societies could not understand the double 
.operation ?-That is so. 

!l66. The), could not understand and would 
:get conhtsed if they worked tIDder two sets of 
rules ?-Yes. ' 

967. Is there such a great difference'between 
, the rules framed under both Acts?-Yos, it is 

the difference of ~he responsibility of the mem-

Lord MacDo"mll-continued . 
bers, which ia everythin!r in a co-operative 
society. I have found thIS. Many years a~ I 
used to organise these sooietill8, and at liMIt, 
naturally, everybody shied at unlimited liability. 
but I found that the very momont one of those 
poor people began to lIlLY, • If the worst comes to 
the worst I will only lose so much," he was done. 
The attitude of mind must be "Under no circum
stsnces Dlust any risk be run, I shall be ruined if 
it ia." The moment you begin to 8ay, .. Well. 
after all it only costs us so Uluch if the bank 
bursts," the bank will burst. That is a matter 
Mr. Wolff will be a much botter witness upon 
than I. 

968. You must have unlimited liability on the 
bankl-Yes. 

969. The only thing is whethor you are to 
have trading in the same society I-Yes. 

97Q. I certainly was under the impression that 
the trading under the Industrial and Providont 
Societies Act had reference more to your cream
eries, and your associations of that sort I-Yes, 
~~d all tile associations for joint purchase and 
Jomt sale. 

971. And that they were composed of people 
in parts of the country which are well to do and 
well off, and that they were a different class of 
society from the Thrift and Credit Societies with 
which we are familiar in the extreme West of 
Ireland !-That ill quite true. 

972. In the extreme WeRt of Ireland have 
you any societies registered under the IndustrilL! 
and Provident Societies Act I-Yes, a very large 
number. 

973. In the congested dilltricts I-Yes. 

Chaitrman. 

974. What business do they carry on l-Joint 
purchase of seeds and manures and all agri
cultural requirements and joint sale of eggs and 
poultry. 
. 975. They do not carry on a bRnking 
business I-No, not under the Industrial and 
Provident Societies Act. 

976. They could, but it would be on a limited 
liability principle, and not on the Raiffeisen plan. 

977. But they do not, in tBctl-No, they 
carry on what is to some extent similar. They 
do to some extent help each other in the matter 
of getting goods on credit. 

Lord MacDonnell. 

978. Have you ever actually attempted to 
organise societlos under both Acts 1-Y os, I bave 
organised a great many, chiefly under the 
Industrial and Provident Societies Act. 

ChairmMr,. 

979. Can you have the same society regia·.ered 
under both Acts-both societies under tlie same 
Act I-YOU can have the same number ?f 
persons organised in the two. 

980. You can have the same people "hare
holders in two different banks, but the two 
difterent banks- are two separate corporations 1 
Certainly. Individually they are the eame; 
collectively they are ditferent. 

Ilili. I mean 
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Lord MacDcmmll. 
981. I mean. the same people who form a. 

society A under the Friendly Societies Act may 
also form themselves into a B Society under 
tho other Act 1-Yes. •• 

Chairman. 
982. But one will be a corporation and the 

other will not I-Yes. 

Lord MacDcmneU. 
9':13. One will have ltD unlimited liability and 

the other will have limited liability I-Yes. 

Chairman. 
984. I understand you to say you have done it 

in many cases I-Yes, it is possible, but it is 
unsatisfo.ctory. 

Earl of ShajUsbury. 
985. The whole point is that the intelligence 

of the members IS not good enough in the 
poorest parts to get them to work under those 
conditions I-The people have never been asso
ciated in any business whatsoever before. People 
may have combined politicall, and religiously, 

(0.'1.) 

Earl of ShajUsbury-rontinued. 
but never combined for business purposes.' It is 
rather a severe strain upon them. 

Chairman. 
986. Does it all come back to this, that if there 

were legislation enabling the societies at present 
registered under the Friendly Societies Act to 
carry on co-operative trading, you would get 
what you want I-Yes. Of course there are 
other provisions, but that is the main thing that 
Lord Shaftesbury proposes to do for us. I hope 
I have not confused your Lordships' minds, but 
it is inherently rather a complex matter, and I 
ti)ink if your Lordships realise the difficulty that 
I have had in making myself clear to such a 
body as this, you will be able to imagine my 
difficulty when I have to explain the same 
thing to the peasantry of the West of Ireland. 
Would you like to have the re.olution passed bv 
the Parliamentary Committee of the Co-opera
tive Union this morning I 

987. If you think it of any valne to us, by all 
means I-I have stated the subltance of it, but 
I have the actual wording here. . 

f 
Chairman .. ] You have told WI -what it is and 
think it is sufficient. 
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TERMS OF APPOINT~ENT 

The Lords Commissioners of His .Majesty's Treasury and the Minister of Reconstruction hllve 
appointed a Committee to consider the various problems which will arise in connection with currency and 
the foreign exchanges during the period of reconstruction and report upon the stepa required t.o bring about 
the restoration of normal conditions in due course. 

The constitution of the CommHtee will be as follows:-

LoRD CUNLIl'FE, G.B.E., GOvernor of the Bank of England, ChaiNTIan. 
SIlt CHAlI.LES ADnIs, Hong Kong and Shanghai Banking Corporation. 
The HON. RUPERT BECKETT, Beckett and Company. 
Sm JOHN BRADBURY, X.C.B., Secretary t.o the Treasury. 
G. C. CASSELS, Esq., Bank of Montreal. 
GASPARD FAlI.RER, Esq., Baring and Company. 
The "fION. HERBERT .GIBBS, Antony Gibbs and Sons. 
W. H. N. GoSCHEN, Esq., Chairman of the Clearing Bankers' Committee. 
LORD· INCUCAPE OF ST!l.ATHNAVER, G.C.M.G., X.C.S.I., K.C.I.E. 
R. W. JEANS, Esq., Bank of Australasia. 
A. C. PIGOU, Esq., M.A., Professor of Political Economy, Cambridge Univer8ity. 
G. F. STEWAlI.T, Esq., D.L., F.S.I., Ex-Governor of the Bank of Ireland. 
·WILLIAK WALLACE, Esq., Royal Bank of Scotland. 
Mr. G. C. UPCOTT, of the Treasury and Ministry of Reconstruction, will act 811 Secretary to 

the Committee. . 
I_ry, 1918. 

. 
The following words were subsequently added t.o the Terms of Reference:- ' 

"and to consider the working of the Bank Act, 1844, and the constitution and functions of the 
Bank of England with a view to recommending any alterations which may appear to them to be 
D8C8ssary or desirable." 



COM.MITTEE. ON CURRENCY AND. FOREIGN EXCHANGES. 

FIRST INTERIM REPORT 
t. 

~ the LORDS COMMISSIONERS OF HIS MAJESTY'S TREASURY and the 
MINISTER OF RECONSTRUCTION. 

Introduction. 
Y LoBDI AlfD Sm, 

1. We have the honour to present herewith an interim Report on certain of the matters referred to us 
January last. In. this Report we tlttempt to indicate the broad lines on which we think the serious 

,rreney diJIicuities which will confront this country at the end of the war should be dealt with. The diJIi· 
:!ties which will arise in connexion with the Foreign Exchanges will be no les8 grave, but we do not think 
at any recommendations aa to the emergency. expedients ·which may have to' be adopted in the period 
,mediately following the conclusion of peace can usefnlly be made until the end of the war is clearly in 
rht and a wore definite opinion can be formed a8 to the conditions which will then prevail. We proPOIHI 
10 to deal in a later Report with questions affecting the constitution and management of the Bank of 
Igland, and with the applicability of the recommendations contained in this Report to Scotland and 
eland, in regard to which we have !;lot yet taken evidence. We have therefore confined our inquiry for the 
.sent to the broad principles upon which the currency should be regulated. We have had the advantage 
consultation with the Bank of England. and have taken oral evidence from various banking and financial 
perts, representatives of certain Chambers of Commerce and others who have particularly interested them
.vea in th_ matters. We have also had written evidence from oertain other representatives of commerce 
d industry. Our conclusions upon the subjects dealt with in this Report are unanimous, and we cannot 
) strongly emphasise our· opinion that the application, at the earliest possible date. of the main principles 
which they are based is of vital necessity to the financial stability and well being of the country. Nothing 
~ contribute more to a speedy recovery from the ell'ects of the war, and to th~ ... habilitation of the foreign 
changes. than the re-establishment of the currency upon a sound basis. Indeed, a sound system of 
rrency will. as is shown in paragraph. 4 and D, in itself secure equilibrium in those exchang .... and render 
necessary the continued resort to the emergency expedients to which We have referred. We should add 
.t in our inquiry we have had in view the conditions which are likely to prevail during' the ten years 
mediately following the end of the war. and we think that the whole subject should be again reviewed not 
iIlr than the end of that period. 

T!IlII CURllENCY SYSTBH BEFOllB THE WAR. 
2, Under the Bank Charter Act of 1844. apart from the fiduciary issue of the Bank of En!fl .. ~d and 

• notes of Scottish and Irish Banks of Issue (which were not actually legal tender), the currency 111 clrc~la
.n and in Bank reserves oonsisted before the war entirely of gold and subsidiary coin or of notes repre~ntlDg 
ld. Uold waa freely coined by the Mint without any charge. There were no restrictions upon the unport 
gold. Sovereign. were freely given by the Bank in exohange for notes at par value, and there w!'l'" BO 
,taclea to the export of gold. Apart from the presentation for minting of gold already in use 111 the 
"' (which under normal cOnditions did not take place) there was no means whereby the legal tender currency 
llId be inoreased except the importation of gold from abroad, to form the basis of an increase ~ the note 
u~ ,!f the Bank of England or! to be presented to the Mint for coinage, and no means whereby lt ,,?u1d be 
nlJUshed (apart from the normal demand for the arts, amounting to about £2,000,000 a year, which was 
Iy partlf taken out of the currency supply) except the export of bullion or sovereigns. 

3. SUlce the passing of the Act of 1844 there haa been a great development of the cheque system. The 
lenee of that system is that purchasing power is largely in the form of bank deposits operated, upon by 
eq1l:e. legal tender money being required only for the purpose of the reserves held by the banks aga1l1st ~hose 
postts and for actual publio circulation in connection with the payment of wages and retail transactiona. 
,e provisions of the Act of 1844 88 applied to that systeJll have operated both to correct unfavourable 
:hanges and to check undue expansions of credit. . -

4. When the' exchanges were favoumble, gold flowed freely into this country and an increase of legal 
,dar money accompanied the development of trade. When the balance of trade was unfavourable and the 
,hanges were adverse, it became profitable to ""port gold. Tbe would-be exporter bought his gold from 
• Bank of England and paid for it by a cheque on his aocount. The Bank obtained the IJ'?ld ~ro~, t!te 
lue Department in exchange for note~ taken out of its banking reaerve, with the result that Its l~ab!l~t!ea 
depositors and its banking reserve were reduced by an equal amount, and the ratio of. re~erve to habtlities 
aeequently fell. If the process was repeated sufficiently often to reduce the ra:tio In a degree con
leNd ongerou., the Bank raised its rate of discount. The raising of the dt!""'unt rate had the 
mediats effect of retaining money here which would otherwise have been remttted abroad and of 
,raeting remittances from abroad to take advantage of the higher rate, thus checking the outfiow of gold 
a even reversing the stream. . . 

6. If the adveroe oondition of the .. "changes was due not merely to seasonal fluctuation •• but to Ct~m
,nt'!tlO tending to create a permanently adverse trade balance, it is obvious that the procedure above deecnbed 
uld not have heen sufficient. It would have resulted in the creation of a vol~e of .hort-d:a~ed 
lebtedneea to foreign countries which would have been in the end disastrous to our credit and the po81tion 
London as the financial centrs of the world. But the raising of the Bank's dieoount rate and the .• ~ps 
[t'n to make it effective in the market necessarily led to a general rise of interest ra~ and a "'!'tnctton 
credit.. New euterprises were therefore postponed .nd the demand for const~otl.o,!al matertals and 

IV capital good. was I ........ ed. The consequent olackE!l1ing of employment a!80 dlmmlShed the deml!nd 
· conoumable good •• while holders of stocb of commodities carried largely wtth bonvwed money, being 
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confronted with an. in~Be of interest charges. i,f not with actual difficulty in renewing loanl, and with 
the prospoot of falllJl8' prll:.... tend&d to press theu gooda 011 a weak market. The reauh w.. a dooline ib. 
general prices in the home market which, by checking imports and stimulating uports corrected the 
adverse trade balance which was the primary cause of the difficulty. ' 

6. When apart from a foreign ~rain of gold, ~r&dit at home threatened to become unduly upand&d tho 
old. currel?-cy system tended to rest:a'n the expan",?n and to l?revent th~ coQ.Bequ~nt rise in dom8lltio prl_ 
whIch ultimately causes such a dram. The expansIon cf c~.ht, by foromg ~p pncea, involves an increued 
demand for .le!f~1 . tender . currency both from t~e banks m order to mamtain their' nonnal proportion 
of cash to habihhes and from the general pubhc for the payment 01 wages and for retail transactions 
In this case also t!>e deman~ f?r such cun:ency fe!! upon the reserve of the ~ank of England, and the Bank 
wa~ th~re~~!, obliged to ralBe I~ ra.te of d,scount 1D order to p~vent the ~alllD the proportion of that reeerve 
to ~~ habdltie,s .. The same ~halD of consequenoes 86 we have ~W!t d~nbed. followed and speculative trade 
activIty. was slmila~ly ~tralDed. There wl!s therefore .an automatic machInery by which the volume of 
purchaslDg power 1D this country was continuously adJusted to world prices of commodities in If''Deral 
Domestic prices were automatically regulated so as to prevent exce88ive imports; and the creation of banking 
credit was so controlled that banking could be safely pennitted a freedom from State interferenoe which 
would not have been possible under a 1 .... rigid currency system. 

7. Under these arrangements this COUlltry wa. provided with a complete and dective gold standard. 
The .....,nee of such a standard is that notes must alwaye stand at a~lute parity with p:old coins of 
eqlllivalent face value. and that both notes and gold coin •• tend at absolute parity with gold bu..llion. When 
theBe conditions are fu..lfill&d. the foreign exchange ratee with all COUlltri.. poasessing an effective gold 
standard are maintained at or within the gold specie points. 

CHANGES WHICH HAVE AFFECTED THE GOLD STAlfDAlID .D11lUlfG 'mB Wa. 
8. It will be observ&d that the fall in a number of the foreign exchanges below the old export specie 

points which has taken place since the early part of 1915- is not by itself a proof that the gold standard has 
broken down or ceas&d to be efi'ectiv.e. During the present war the depredations of enemy lubmarines, high 
fl'8ights, and the refusal of the Government to extend State insurance to gold cargoes have greatly 
increased the cost of sending gold abroad. The actual export specie point has. therefore, moved a long way 
from its old position. In view of our enormous demanda for imports. coupled with the check on our experts 
due to the war. it was natural that our exchanges with neutrals should move towards the expert specie point. 
Consequently. the fall in the export specie point would by itself accoUllt for a Jarge fall in our exchange rates. 
Such a fall must have taken place in the circumstances. even though all the conditione of an effective gold 
standard had been fully maintained. 

9. The course of the war has, however. brought influences into play in conseqlll8noe of which the 
gold standard has ceased to be effective. In view of the crisis which arose upon the outbreak of war 
it was considered nooessary. not merely to authorise the suspension of the Act of 1844, but also to empower 
the Treasury to i8Sue currency notes for one poUlld and for ten shillings a8 legal tender throughout the 
Unit&d Kingdom. Under the powers given by the Currency and Bank Notes Act, 1914, the TreaaDry under
took to issue such notes through the Bank of England to bankers. as and when required. up to a maximum 
limit not exceeding for any bank 20 per cent. of its liabilities on eurrent and deposit accounts. The 
amount of notes issued to each bank w·as to be treated as an ad"ance bearing interest at the current bank rate. 

10. It is not likely that the internal 'Ilemand for legal tender currency which was anticipated at 
the beginning of August. 1914, would by itsplf have necessitated extensive recourse to these provisioDl. 
Hut the credits created by the Bank of England in favour of its depositore under the arrangements by 
which the Bank undert<lok to discount approved bills of exchange and other measures taken about the 
same time for the protection of credit caused a large increase in the deposits of the Bank. Further, the 
need of the Government for funds wherewith to finance the war in exce .. of the amount. raised by 
taxation and by loans from the public has made nece .. ary. the creation of credits in their favour with the 
Bank of England. Thus, the total amount of the Bank's deposits increas&d from, approximately, £&6,000,000 
in July. 1914. to £273.000.000 on the 28th July. 191&, and. though a considerable reduction has since been 
effected, they now (l&th August) stand as high as ,£171.870.000. The balances created by these operation. 
passing by means of payments to contractors and others to the joint stock banks have forn1ed the founda
tion of a great growth of theirde:posits which have also been swelled by the creation of credits in connection 
with the subscriptions to the varIOUS 'War Loans.t Under the operation of theBe causes the total depo.it. 
of the banks of. the United Kingdom (other than the Bank of England) increased from £1.070,681,000 
on the 31st December. 1913, to £1,742.902.000 on the 31st December, 1917. 

11. The greatly increased vo\ume of bank deposits. representing a corresponding. increase of pur-· 
chasing wwer and, therefore, leading in conjunction with other causes to a great rise of prices. has brought 

• In the abnormal circull1lltanceo at the outbreak of war the neutral .xchangeo moved temporarily in on. lavon. owing to the 
remittance home of liqaid balances from foreign oountri .. aud the withdrawal of foreign credilB. 

t This proceos h .. had ... ultB of such far.nlIIOhing imporlance thai it may he IUIOfuI to "'" oul in delail the IIl"nner. in whicb· 
it opera1iel. Suppose, for example, that in a given week the Government require £10,000,000 O't'ef' aod above toe NCe1pt. from . 
tuation and loallll from the publio. They apply for an advan .. from the Bank of Eng\&Dd, "biob by • book enlry pi ..... the: 
amount required to the credit of Publio D.posita in the .. me .. ay .. any other banker creditB the 8OOO1Ini of • 01IIt0mer 
wh~ he grants him temporary accommodation. The amount ia tb.en paid -o.ut to ooomwton and otber Gvvernm.e!1t } 
creditors, and passes, when the cbequ .. are cleared, to Ih. credil of Ihe .. haola!ni 1D the boola!. of lbe Book of Engl&nd-In, 
oth.r .. ords is transf.rred from Publio to .. Other" DepositB, tbe eft ... of the whole tran_on Ih1lll being to me_ by 
£10,000,000 tbe purch .. ing power in the hands of the public in Ih. form of depoei" in the .Joint Siook Bau" .. nd lhe bankenl'. 
cash at tbe Bauk of England by the .. m. amount. The bankers' liabiliti .. to depooilon having th .. ioer"""! by £10,000.000: 
and their casb reserves by an equal amount, their proportion of casb to liabilili .. (wlbeh ..... normallT befo ... the .wa. lOme\blnl:' 
under 20 per cent.) is improved, with the result that they are in a position to make advancee to theu cuatomere to au ~tlD~ 
elaal to four or five times the 8um added to their caah reserves, Of, in the abjle!118 >f. demand for .ach accommoda.tlODt N 
ioe.....aq their ioveotm.nto by the ditI .... nce b.tween tbo caob received and Ih. prOportiOD lhey requi ... to . hold _not Iha 
iu ....... of th.ir depooit liabiliiies. Since ih. ouibreak of _r il ia the oeoond procedu ... which baa in the UIIlln beea followed, 
the Burplus cash havmg beeu used to subscribe for Treasury Bill. and olber Governmenl """"nil". The money 10 aubecribed i 
has agaio been spent by the ~ov.mmeDt and returned in .tbe manner abo ... deoeribed to the hanken' cuh halaooee, the J>I'-' 
being r.pe.ted agam aud. aga:n Dnlll each £10,.000,000 originally advanced by Ih. B.ok of EDg1an~ baa ~ted new dopoo1~: 
representing new purchasing power to several tUDe8 -u.a,t amounL Before tbe war tbeII8 pro SM, if eontlDned! ~pe!1ed the~ 
Bank of England, as ""plaioed in _pb 6, to .. ise ito rale of diMount, bul, .. iodicaled below. ihe anlimiled - ~, 
_ ....... ~ ______ ..3 .... 1..: __ 1.. __ t.. ____ L1.. _ ___ L! ___ ..3 _____ -!_ -...= ~.a~.a. A 



.bout a corresponding demand for legal tender currency which could not have been mtisfied under the 
Itringent provisions of the Act of 1844. Contractors are obliged to draw cheques against their accounts 
in order to discharge their wages bill-itself enhanced on account of the rise of prices. It is to provide 
,hi. currency that the continually growing issues of Currency Notes have been made. The Banks instead 
)f obtaining notes by way of advance under the arrangements described in paragraph 9 were able to pay for 
them outright by the transf.er of the amount from their balances at the Bank of England to the credit of the 
C}urrency Note Account and the circulation 1>1 the notes continued to increase. The Government sub .... 
luently, by substituting their own securities for the cash balance eo transf.erred to tbeir credit, borrow 
that balance, In effect, the banks are in a position at will to convert their balances at the Bank of 
England enhanced in the manner indicated above into legal tende!' currency without causing notes to be 
irawn, as they would have been under the pre-war system, from the banking reserve of the ~ank of England, 
ond compelling the Bank to apply the normal safeguards against excessive expansion of credit. 
Fresh legal tender currency i. thus continually being issued, not, as formerly, against gold, but 
ogainet (3()vernment securities. Plainly, given the necessity for the creation of bank credits in favour 
)f the Government for the purpose of financing war expenditure, these issues could not be avoided. 
If they had not been made, the banks would have been unable to obtain legal tender ·with which to meet 
,heques drawn for cash on their cilstomers' accounts. The unlimited issue of currency notes in exchange 
[or credits at the Bank of England is at once a cOllllequence and an essential condition of the methods which 
the Government have found necessary to adopt .in order to meet their war expenditure. 

12. The effect of these causes upon the amount of legal tender money (other than subsidiary coin) 
in bank reserves and in circulation in the United Kingdom ar,! shown in the foll\lwing paragraph. 

13. 'I'he amounts on the 30th June, 1914, may be estimated as follows:-
Fiduciary Issue of the Dank of England ... ... . .. 
Bank of England Notes issued against gold coin or bullion 

£18,450,000 
£38,476,000 

Estimated amount of gold coin held by Banks (excluding gold coin held in the Issue 
Department of the Bank of England) and in public circulation ... ... ... £123,000,000 

• 
Grand total £179,926,000 

The cOlTe.ponding figures on the 10th July, 1918, as nearly as they can be estimated, were:-
Fiduciary Issue of the Bank of England... . £18,450,000 
Currency Notes not covered by gold ... £230,412,000 

Total Fiduciary Issues· ... 
Bank of England Notes issued against coin and bullion ... 
Currency Notes covered by gold 
Estimated amount of !!Old coin held by Banks (excluding gold coin held by Issue 

Department of Bank of England), say . 

Srand total 

£248,862,000 
£65,368,000 
£28,500,OOe 

£40,000,000 

£382,730,000 

There is also a certain amount of gold coin atill in the h:nds of the public which ought to be added to 
the last.mentioned fiA'Ure, but the amount is unknown. 
. 14. As Bank of England notes and currency not.s are both payable at the Bank of England in gold 
'nin on demand this large issue of new notes, associated, as it is, with abnormally high prices and 1mfavour· 
.Ible .xchanges, must have led under normal condition. to a rapid depletion, threatening ultimately the 
lOUlplete exhaustion, of the Bank's gold holdings. Consequently, unless the Bank had been prepared to see 
IU its gold drained away, the discount rate must have been raised to a mu~h higher level, the creation of 
,anking credit (including that required by the Government) would have been checked, prices would have 
tuUen and a large portion of the surplus notes must have come back for cancelltition. In this wayan effective 
~old .tandard would have been maintained iu spite of the heavy issue of notes. But during the war conditions 
18ve not been normal. The public are routent to employ currency notes for internal purposes. and, not
.. ithstanding adver." ex~hanges. war conditions interpose effective practical obstacles against the export of 
'01.1. Moreover, the leg"l probibition of the melting of .A'Old coin, and the fact that the importation of gold 
"ullion is reserved to the Bank of Enl!'land, and that dealings in it are limited have severed the link which 
formerly existed between the values of coin and of uncoined- A'Old. It i. not possible to judge to what extent 
legal tender currency may in fact be depreciated in terms of bullion. But it is practically certain that there 
Du. been some depreciation, and to thi. extent therefore the gold standard has ceased to be effective. 

RE8TOlUTION ow CoNDITIONS N ECESSAIlY TO THE MAINTENANCE OP THE GOLD S~AND"lln RECOm<El<DED. 

16. We shall not attempt nQw to lay down the precise measures that should be adopted to deal with 
:he situation immediately after the war. These will depend upon a variety of conditions which cnnnot be 
!oreeeen, in particular the A'8neral movements of world prices and the currency policy adopted by other 
)Quntriea. But it will be clear that the conditions necessary to the maintenance of an effective gold standard 
in this country no lonller ""ist, "nd it is imperative that they should be restored witbout delay. After the 
.. ar our A'Old holdings will no longer be protected by the submarine danger, and it will not be po.sible 
,ndefinitely to continue to SllPPOlt the exchanges with foreign countries by borrowing" abroad. Unle .. the 
nachinery which long ex!>"rienre has shown to be the only effective remedy for an adverse balan .... of trn~e 
Inll an undue Ilrowth of oredit is once more brought into play, there will be very gmve nan\l:er of a credit 
I"pan.ion in this country and a foreign drain of gold which might jecparilise th .. ronvertibility of our note 
i.sue and the intern8tionnl trnde position of the country. Tbe uncertainty of the monetary situation will 
l1andicap our inclu~try, our position as an international fluRlll·isl {"entre will sufi£>r and our g'-t"llf"rnl rom11lprcinl 
Itatus in the eyes of the world will be lowered. We are gIRd to find that there was no difference of opinion 
lmong the witnes ••• who appeared before u. lIS to the vital importance of these matters. 

---.----"-----~ ,--- - ------ ------- .. _---
• ThE' DotH ilflnt'd hv ~'Ottl(lh And lri~h hftnh whif·h hU,T"8 ~Il madE' 1('jl&1 t~nder durior the war ba~ not. ll('f'n indwll-J in tb· 

"~in~ fttl"l'H. Rtri("tl~ tit .. "mount (about .£~.OOO.OO()) bv whiC'b tht'M ill.<llIP8 PXCt"4i"d the amooot of gold and cnrr..'l!l"Y uotot'it helf~ 
ly tllote hanks tlbould he Ii.dJ~ to Ihe flgul'tl8 of the l'"'at"ut fidueiary i880eB gi~o aho,-e. 
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CE88.ATIOli OJ! GOVEIllIKElIT BoIUlGWll"lS. 

16. H a sound monetary position is to be _tablished and the gOld standard to b. effectively mai •• 
tained, it is in our judgment essential that Govenlment borrowings should cease at the "arlieat poesible 
moment after the war. A large part of the credit expansion arises, .. we bave shown, from the fact thai 
the expenditure of the Government during the war hae exceed"d the amounts which they have been able te 
raise by taxation Or by loans from the actual savings of the people. They have been obliged therefore to 
obtsin money through the creation !If Credits by the Bank of England and by the Joint Steck Banke, with the 
result that the growth of purch88lI1g power h .. exceeded that of purchaeable gooda and aervioea. As we 
have already shown, the continuous issue of uncovered C1llTency notea is inevitable in luch circumetancII. 
This credit expailsion (which is necessarily accompanied by an evergrowing foreign indebtednes.) cannot 
continue after the war without eeriously threatening our gold reserve. and, indeed, our national solvency. 

17. A primary condition of the restoration of a sound credit position i. the repayment of a large 
portion of the eIlormoUil amount of Government securities now held by the Bank.. It is _ntial that 
as soon as possible the State should not ouly live within its ineome but should begin to reduce ita 
indebtedness. We accordingly recommend that at the earliest possible moment an adequate oinking fund 
should be provided out of revenue, 00 that there may be a regular annual reduction of capital liabilitiea. 
more especially those which constitute the lIoating debt. We should remark that it is of the utmost import
nnce that such repayment of debt should not be offset by fresh bon"Owings for capital expenditure. We are 
nware that immediately after the war there will be strong pressure for capital expenditure by the State in 
many forms for reconstruction purposes. B1}t it is essential to the restoration of an effective gold standard 
that the money for such expenditure should not be provided by the creation of new credit, and that, in 80 far 
a9 such expenditure is undertaken at all, it should be undertaken with great caution. The necessity af 
providing for our indispensable supplies of f<:lod and raw materials from abroad and f<:lr arrears of repairs to 
manufacturing plant and the transport system at home will limit the savings available for new capital 
expenditure for a considerable period. This caution is particularly applicable to far-reaching programmes of 
housing and other development schemes. . 

The shortage of real capital must be mnde good by genuine savings. It cannot be met by the creatio. 
of fresh purchasing power in the form of bank advances to the Government or to manufacturers und ... 
Government guarant<le or otherwise, and any resort to sucb expedients can only aggravate the evil and 
retard, pOSBibly for generations, the recovery of tbe country from the 108B1!fI sustained during the war. 

USB OJ! BANK OJ! EliGLAND DISCO'01lT RAn. 
18. Under an effective gold standard all export demands for gold must be freely met. A further 

essential condition of the restoration and maintenance of such a standard ia therefore that some machinery 
shall exist to check foreign drains when they threaten to deplete the gold reserves. The recognised 
machinery for this purpo.e i. the Bank 'of England discount rate. Whenev91' before the war fhe Bank'. 
reserves were being depleted, the rate of discount was raised. This, as we have already explained, by 
reacting upon the rates for money generally, acted as a check which operai!!d in two ways. On the one i 

hand, raised money rates tended directly to attract gold to this countJ;Y or to keep here gold that might I 
have left. On the other hand, by lessening the demands for loans for business purposes, they tended too, 
check expenditure and 90 to lower prices in'this country, with the result that imports were disoouraged, 
and exports encouraged, and the exchanges thereby turned in our favour. Unless this two-fold check 
is kept in working order the whole currency system will be imperilled. To maintain tbe connection betw_: 
a gold drain and a rise in the rate of discount is essential to the safety of the reserves. When the exchangll 
are adverse and gold is being drawn away, it is e.sential that the rate of discount in this country should 
De raised relatively to the rates ruling in other countries. Whether this will actually be necessary imm. 
diately after the ~ar depends on whether prices in this country are then RUbstantially higher than go1cl 
prices throughout the world. It seems probable that at present they ore on the whole higher, but, if oreiit 
eXl!ansion elsewhere continues'to be rapid, it is poesible that this may eventually not be so. ' 

CONTINUANCE oJ! DD'JIBIlI!lITIAL RAns :roR Han .um FOIlBIGli :MallEY lIOT RECOJOlBNDIID. 

19. It has. been argued before us that during the period of reconstruction and perhaps for maD, 
years afterwards it will be possible and desirable, even though the exchanges are adverse, to keep money 
for home industry 8ubstantinUy cheaper in this country than it is abroad and yet retain aD effective gold 
standard by continuing the present practice of differentiating between home money and foreign mo~. 
It is held that relatively low rates should be offered for bome money and charged 00 domestic loanl, whll. 
gold is at the same time prevented from going abroad by the offer of high rates for foreign money. b 
our judgment, so 800n as the present obstacles in the way of international intercourse are removed, any 
attempt to maintain this differentiation must break down because it would be impracticable to prevent peopl. 
from borrowing at the low home rate and eontriving in one way or another to re-lend at the high 10Peiga 
rate. This could only be prevented, if at all, by the maintenance of such stringent restrictions Up<!D the 
freedom of. investment after the war' as would, in our opinion, be most detrimental to the financial and 
industrial recovery of this country. Even, however, if differentiation, as • post-war. policy, were prac
ticable, it would not, in our judgment, be desirable. For the low home rate, by fostering large loan. and 
"" keeping up prices woul~ continue to encourage imports a~d discourage expor»t; so that, even th~ugh the 
Iiigh rate offered for foreign m0'!ley prevented gold f~m beIDI!" dra~ abroad. lt would only do thl8 at th., 
cost of, piling up an ever·growmg debt n:om. Enghshmen to forel.l~ners. It wo~d ~ ~ry at the. 
Kame time to continue to pay for our essential Imports of raw matenale by bonowlng In the United State. 
and elsewhere. instpad of by increasing our exports, thu~ imposing fuqher burdens of foreign debt. TIU. 
proce.s could not continue indefinitely, and must sooner or later lead·to a collapse. Weare, therefore, of 
opinion that the nepa for making money deat in the face of adverse exchangee cannot, and mould nol, 
be evaded by resort to differential rates. 
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created, with the obj;ct of .nabling banks to m:ake larg. loans to industry without the risk of finding th.m
selves short of cash tu meet the requirements of the public for l.ga1 tender money. It i;; plain that a policy 
of this kind is incompatibl. with the maintenance of an eftective gold stanrlard. If it is adopted there will 
be no ch.ck upon tile outflow of gold. Adverse exchanges will not- be corrected either directly or indirectly 
through a modification in the general level of oommodity prices in this country. On the oontrary, as the 
iSBu. of extra notes stimulates the oondition. which t.nd to preduce an advance of pric.s, they will beoome 
steadily more and more adverse. Rence the PfllC ..... making for the withdrawal of our gold will continue 
and no counteracting force will be set in motion. In the result the gold standard will be tllreatell.d with 
destruction through the loss o:f all our gold. 

21. The device of making money cheap by the oontinued issue of new notes is thus altogether incom
patible with the maintenance of a gold standard. Such a policy can only lead in the end to an inconvertible 
paper currency and a collapse of the foreign exchanges, with con.equences to the whole oommercial fabric 
of the country which w. will not attempt to de.crib.. This result may b. postpon.d for a tim. by restrictions 
on tb •• xport of gold and by borrowing abroad. But the continuanc. of such a policy after the war can 
only rend.r the remedial mea.ures which would ultimat.ly be inevitable more painful and protracted. 
No doubt it would be possible for the Bank of England, with the help of the Joint Stock Banks, without 
iny legal restriction on the ]tiote Issue, to keep the ,'ate of discount sufficiently high to check loaDS, keep 
down prioes, and stop the demand for further notes. But it is very undesirable to place the whole r.sponsi. 
bility upon the discretion of the banke, subj.ct as they will be to v.ry great pressure in a matter of this 
kind. If they know that they can get notes freely, the temptation to adopt a 1= I"an policy will be very 
great. In order, therefore, to ensure that this is not done, and the. gold standard thereby endangered, it i" 
in our ju<igment"imperative that the issue of fiduciary notes shall be, as soon as practicable, once mOl'e 
limited by law, and that the present arrangements under which deposits at the Dank of England may be 
oxchanged for legal tender currency without affecting ilie reserve of the Banking Department shall be 
terminated at the earliest possible moment; Additional demands for legal tender currency otherwise than 
in exchange for gold should be met from the reserves of the Bank of England and not by the Treasury, 80 
tbat the necessary clrecks upon an undue issue may be brought regularly into play. Subject to the 
Imnsitional arrangements as regards currency notes which we propose in paragraphs 43 to 48, and to any 
special arrangements in regard to Scotland and Ireland which we may have to propose when we come to 
deal with the questions affecting those parts of the United Kingdom, we recommend that the Note Issue 
e except as regards existing private issues) should be ,mtirely in the hands of the Bank of England; the 
notes should be payable in gold in London oniy, and should be legal tender throughout th .. United Kingdom. 

, :MACHINElI.Y Foa THE CONTROL OF THE NOTE Iss1111. 

22. So far we have addressed ourselves to the principles upon which the retention and main· 
tenance of an effective gold standard depend. We have now to consider the particular machinery in regard 
to the control of the Note Issue by which the observance of·these principles can most effectively be secured, 
and what modification (if any) may be desirable or permissible in the system in force before the war. 

. 23. W 8 would in the ru'8t plnce observe that~'while the obligation to pay both Bank of England notes 
and currency note. in gold on demand should, in our: judgment, be maintained, it is not necessary for the 
maintenanoe of an effeotive gold standard, nor do we think it desirable, that there should be an early 
"",,umption of the internal circulation of gold ooin. For the present at any rate we think that it will be 
more economical that gold should be held in a central reserve as a backing for notes in circulation. We do 
aot think that any legislation on this subject will be required. People have by now become fully accustomed 
to the use of notes, and it is probable that (except for the limited l'equirements of persons proposing to travel 
abroad) they will continue to circulate instead of gold ooin much as they do at present. Informal action 
on the part of the hanks may be expected to acoomplish all that is ,·equired. If necessary, however, the 
circulation of gold coin could be prevented by making the notes convertible at the discretion of the Bank 
of England either into such coin or into bar gold, though fm our own part we should prefer tcr maintain 
the right of the noteholder to Nceift payment in gold coin and· to trust to the informal steps suggested above 
to prevent gold from flowing into internal oirculation. . 

24. Secondly, while it is a necessary oondition of an effective gold standard that the import of ~Id 
should be free from all restdctions, it i8 not necessary to allow gold ooin or bullion obtained otherwise than 
from the Bank of England to be exported. In view of the fact that it is convenient that the Bank of England 
should have cogniaance of alllfOld exports, we think it desirable that the export of gold coin or bullion should 
be .ubject to the oondition that IUch ooin or bullion has. been obtained from the Bank for the purpose. 
Manufaotured gold should be deemed to be hullion unless it is in the form of articles containing a prescribed 
rashioa' ,.alaB (say of 10 per cent.). The Bank should be under obligation to supply gold for export in 
Bltchange for ita notas. These conditions will be sufficient to enable pnrity to be maintained between 
eurrenoy and bullion, since importers of gold will be free to sell it either in the market or to the Dank of 
England. . 

26. Thirdly, in view of the withdrawal of gold from circulation, it is, we think, desimble that the gold 
... senas of the country should he held by one central institution, and we reoommend therefoN that all banka 
should transfer any gold now held by them to the Bank of England, except such small amounta aa the,. 
may require to keep for the oonftnience of travellers. 

Ih our opinion, the prohibition against the melting of gold coin should for the present be maintained. 
26. We have caNfully 'oonsidered varioua proposals that have been laid before ua aa regards the 

1.asil upon whioh ilie flduoiary note i .. ue should in future be fixed. It has been urged that the raising of 
the discount mte by the Bank of England may be delayed too long to cheek effectively an undue expansion of 
rredit, and that under the rigid restrictione of the Aot of 1844 a famine of legal tender money might ensue. 
Crises of thia nature necessitating the suspension of the Act arose in 1847, 1807, and 1866, and on the fiM 
two occasion. notes wem aotually issued by the Bank· in excess of the maximum authorised by law. On 
thil ground mainly it has heen urged tliat these rigid restrictions ought to be transformed into something 
mo .... elastio. To this end the following principal proposals, either separately or in combination, have been 
put b.fo .... us by 'Yariona witneaaes:- • 

(1) That the Bnnking and I'sue D.partment of the Bank of England should be amalgamated; 
(2) That the issue of ndditionnl notes, inslead of beinlt ~"i .... ,1 In be <"O"ere,1 £. for £. by gold, should 



be freely allowed, subject only to the conditioll that a prescribed percentage of the total ill" 
ahould be so covered; 

'3) That, while either an ab90lute figure for the maximum fiduciary wue 01' a maximum determin" 
on a proportionate baais should be prescribed by law, provision should be mude for increa_ 
beyond this maximum upon condition of a tax being paid by the Bank to the Government. 

These various suggestions we now proceed to dillcuas. . 
27. First, the main effect of the amalgamation of the two Departments of the Bank of Engl~nd· 

would Joe to place dtlposits with the Bank of England in the same position a8 1"8If8rds convertihility inllo 
gold as is now held by the note. It has been argued in favonr of this change that greater secnrity wonld 
be given to the deposits than under the present system. After careful consideration we are unable to 
recommend it. The deposits have at present the full security of the reserve in the Banking Departmsnt, 
and it is obvious thl\t any such additional security would be at the direct expense of the security of the 
note. In our opinion it is desirable that the issne of Currency shall be 8ubject to atrict legal regulation, 
but that the management of bankin g ahould be left as free aa possible from State interference. We think 
that the amalgamation of the two Departments would inevitably lead in the end to State control of the 
creation of banking credit generally, a contingency. which we are convinced would greatly hamper the 
elasticity and efficiency with which the banks are able ~ meet the requirements lIf industry. 

28. Secondly, the proposal to allow the issue of fiduciary notes without limit, snbject only ,to a fixed 
percentage of the total issue being held in gold by the Bank of England (or the Issue Department of the 
Bank of England if there is no amalp:amation), appears to us objectionable for the following reasons. If, 
,ts happened in general in the German Reichsbank, other regulations keep the aclnal note i80ue much below 
the maximum fixed by this proportion, the proportion is not effective and produces no result. But, if the 
actual note issue is really controlled by the proportion, the arrangement is liable to bring about very 
violent disturbances; Snppose. for example, that the proportion of gold to notes i. actually fixed at one
third and is operative. Then, if the withdrawal of gold for export reduces the proportion below th. 
prescribed limit, it is necessary to withdraw notes in the ratio of three to one.· Any approach to the 
conditions imder which the restriction would become actually operative would thus be likely to cause even 
greater apprehension than the limitations of the Act of 1844. 

29. This consequence might no doubt be obviated for a time if the Joint Stock Banke themselvel kept 
large reserves of gold and were rrepared in the event of the depletion of the Bank of EnR'land reserve either 
by an external or by an interna drain to use them to make good the depletion and so dispense for the time 
being with the necessity for withdrawing notes from circulation. It is clear, however, that unles8 the 
same steps in regard to money rates and the restriction of credit were taken III would be necessary if the 
depletion were actually operative, this remedy would be merely a temporary palIiative, aince the caU8es 
which had occasioned the drain would continue to operate unchecked. If, on the other hand, a. 80me 
have advocated, the Banks were given in consideration for their assistance in such contingencies, in addition 
to the right to obtain notes for the gold brought in, the right to receive advances in further fiduciary notes, 
the result, so far a8 the right was exercised, would be t.o neutralize the effect which the gold brought in 
would otherwise have had. in preserving or restoring tfhe proportion of gold to circulation, while the 
Bank of England would be placed in the. very dangerous position of being under an absolute obligation t. 
create new credits at tlie very moment at which a policy of credit. restriction had become essential. 

Incidentally we would remark that the minimum percentages proposed by the Lonaon Chamber of 
Commerce, namely, 331 per cent. of gold against the Bank of England note issue and 20 to 25 per cent. 
against a separate issue of currency notes, would in our opinion be wholly inadequate. The percentage 
of gold to the two issues, taken together, would actually be less than is now held. The Manch .. ter Chamber 
of Commerce propose that the proportion of gold to notes should be 40 per cent., while Sir Edward Holden 
was of opinion that the Bank should aim at that proportion of gold in respect to it. total liabilities on 
account of the notes issued and ·deposits. For the reasons indicated above, however, we have come to 
the .unanimous conclusion that there are substantial objections to basing the note issue of this country upon 
any proportionate holding of gold. . . 

30. There remains, thirdly, the plan of fixing a mll.ximum absol'1JJte limit to the fiduciary note i.sue, 
.ubject to the condition that t!,is limit may be exceed~d on the paym~t of a ~ax to the Government. It 
i. obvious that if such a tax IS to act as a deterrent, It must be suffiCIently hIgh to secure that no profit 
should accrue t~ the Bank as the result of the emergency issue. As this profit necessarily depends to a largp 
degree upon the rate of interest at which accommodation is given to the market, we do not th.ink, in view 
of the great uncertainty as to the future course of interest rates, that it is practicable now to nam. 
any figure which could safely be adopted for such a tax. Unless it is fixed at a sufficiently penal rate t. 
secure that the normal fiduciary issue is not exceeded except in cireumstances of real emergency, and 
then only for I.' strictly limited period, the s;vstem '!lay afford ~angerouB p08sibiliti,:s of exceasive epecul ... 
tion and lend Itself to the development of cnse. whICh more stringent safeguards mlp:ht have averted alto· 
gether. This criticism has in fact been made of the German plan, and we are not clear how the arrang ... 
ments recently adopted bv tbe United States. which have not yet been tested hy experience, will actually 
operate. If it were decided to adopt any such method in this country, it would be necessary for safety to 
take a very high rate which might in fact prove to be unduly penal. 

31. In view of tbe comparison with the systems prevailing in foreign oountries which have been Imt 
forward by various witnesses. we would point out that these countries have not in practice maintained thr 
absolutely free gold market which this country, by reason of the vital imporl.ance of its position in intpr. 
'national finance, i. bound to do. It has thereiore beeu open to them to have recourse to device. to st .. ady tit .. 
rate of discount which. even if successful for this purpose. it would bt. inexpedient and dangerou.. for u. to 
attempt. 

M,UNTENA"l"E OF PRINCIPLE OF n. .... "" en.UTEa ACT, 1844. RErOMlfENDED. 

32. Having- regard to the for .. !tQing considerations. we are of opinion th.t tb. rorindple of the Art 
of 1844. which has upon the whole been fully justified by experience, !\hQuJd he maintained .. namely. tbnt 
there should be a fixed fiduciary issue beyond which. subject to emerp:ency arrangement. whwh wp recom· 
mend below notes should only li. issue~ in exchange for goM. It is noteworlhv that from 18G6 till the 01,1. 
brtlak of the' present war nil suspension of the Act was ever necessary. We thin k that the IItrinl?pnt Ilrincinlp, 
d the Act have often had the effect of preventing dangerous developments anrl the fact that they have 1I0.l 
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~ 'be temporarily I~spen~ed on certain ,rare and exc~ptional occasions (an~ t;hose limited to the earlier 
.' years of the Act's operatlOn when expertence of workmg the System was still lD1II1ature) does not, in ow 
• opinion, invalidate this conclusion. We recommend, therefore, that the separation of the Issue . and 

Banking Departments of the Bank of England should be maintained and that the Weekly Return should 
cqntinue to be published in its present form. ..' 

MODll'ICATION OP PROVISIONS OP ACT OP 1844 IN IlESPECT OP IS8t1E OP EMEaGl!l.'fCr CURB.BNCY RECOllMENDED. 
33. This conclusion, however, has not prevented us from considering with care the pos.ibility of so 

modifying the Act of 1844 88 to make provision for the issue of emergency currency in times of acute 
diflicult,Y. It might, no doubt, be sufficient to leave matters as they were prior to 1914 and to ri.k the 
p088ibihty of the law having to be broken, subject to indemnity from Parliament, but upon the whole we 
share the objections which have been expresUd in many quarters to this procedure. We are, therefore, of 
opinion thilt the provisions of Section 3 of the Currency and Bank Notes Act, 1914, under which the Bank 
of England may, with the consent of the Treasury, temporarily i88ue notes in excess of the legal limit, should 
be co;utinued in foroe. It should be provided by statute that Parliament should be informed forthwith of 
any action taken by the Treasury under this provision by means of a Treaeury Minute which should be laid 
before both Houees. The statute should also provide that any profits derived from the excess issue should 
be surrendered by the Bank to the Exchequer. It will, of course, be necessary that the Bank rate should be 
raieed to, and maintained at, a figure sufficiently high to secure the earliest po88ible retirement of the 
excess iSBue. 

34. In oonnection with these emergency arrangements we have considered the question of the reserves 
which should be held by the joint stock banks quite apart from their normal reserves of legal tender money. 
A. we do not contemplate a resumption of the internal circulation of gold, no useful purpose would be 
served by their accumulating gold which can be more efiectively employed by the Bank of England in 
maintaining the exchanges and supporting the note isaue. We have oonsidered a proposal that they should 
be required to hold a certain proportion of their deposits in the form of Treasury Bills and other short
dated Government Securities, which, in the event of a crisi., might be disCQunted with the Bank of 
England and form the basis of an issue of emergency currency, if required. While we think it expedient 
that such reserves should be held, we have come to the oonclusion that it would not be desirable to attempt 
any legal regulation of the matter. Our attention has, however, been called to the fact that a Committee 
of Bankers have reoommended that banks should in future be required to publish a Monthly Statement 
in the form of Appendix 1. to this Report showing the average of their 'Weekly balance sheets during the 
month. We entirely concur in this reoommendation and we suggest that the statement of .... ets should be 
.. mplified by the addition after "money at call and at short notice" of a heading "Government. Securities 

. maturing within 12 months." If this is done, we think that the consequent publicity will be amply sufficient 
to secure the object whicb we have in view. 

AMOUNT OJ!' FIDUCIARY Non ISSUE .u." GOLD RESERVE. 

35. Having oome to the oonclusion that the amount of the fiduciary issue should, subject to what was 
said in paragraph 33, be fixed by law at some definite amount, we have next to oonsider how large this 
fiduciary issue ought to be. _ . \ 

Assuming the zestoration of an efiective gold st"ndard, and given the conventional stondards of banking 
practice and the customs of the public as regards the use of currency, the amount of legal tender currency 
(other than subsidiary coin) which can be kept in circul .. tion, including the currency holdings of the banks 
and the Banking ~partment of the Bank of England, will determine itself automatically, since, if the 
CUlTency beoomes redundant, the rate of discount will fall, and prices will rise; notes will be presented in 
exchange for gold for export and the volume of the curre;ncy will be reduced pro tanto. If, on the other 
hand, the supply of ourrency falls below current requirements, the rate of discount will rIBe, pri08B will fall, 
SOld will be· imported and new notss taken out in exchangoe for it. . . 

36. Undor the arrangements which we contemplate virtually the whole amount of the currency gold in 
the country will be held in a central reserva at the Bank of England; and the circulation, in the wide eenoe 
in which We are using the term, will consist (apart from the subsidiary currency, which we need not now 
consider) in part of fiduciary notes and, as regards the balance, of notes oovered by that reserve. ,The total 
circulation being automatically determined, it will follow that the higher the amount fixed for the fiduciary 
issue the lower will be the amount of the oovered i ... ue and, C<7hsequently, of the central gold reserve and 
vice verSII, while, if tha fiduciary issue were fixed .. t a figure which proved to be higher than the total 
«"equirements of the country for legal tender cun ... ncy, the oovered issue, and with it the central gold reeerve, 
would disappear altogether. It is clear, theI'efore, ,that the amount of the fiduciary issue must be fixed !'t 
a figure low enough to make sure, not merely tliat there will always be some oovered issue, but that there wdl 
alwaya be a covered issue of sufficiently subst .. ntial amount to secure that the covering gold which oonstitutes 
the central reserve never falls so low as to give rise to apprehension as to the stability of the gold standard. 

87. If the post-war requirements proved to be no larger than the pre-war requirements (about 
.£180,000,000, exclusive of subsidiary coin, as shown in paragraph 13), it is clear. that the pres.~t fid~ciary 
issue of £249,000,000 would have to be reduced by .£69,000,000 before any gold could be retamed m ~e 
central resel'Ve at all. Even upon the supposition that the policy of substituting notes for all gold ou~de 
that reserve is completely successful, in order to have a central gold reserve of .£100,000,000 the fidUCIary 
i88ue would have to be reduced to .£80,000,000 and, even so, we should have .£60,000,000 less gold in the 
country than before the war. . 

38. The pre-war requirements, however, had relation to the level of pre-war world prices, the existing 
oonventional standar<1s in regard to banking 1'0881'\'88, and the habits of the people, both in regard to ~e 
amounts of money which they carried in their pockets and kept in their homes and to the USII of cred!t 
instruments in place of cash. It is probable that after the war world prices will stand for many years, If 
n?t permanently, at a greatly enhanced level, and that. the banks may well ~d. it desirable 1<;> adopt a 
hlgher stondard for their holdings of legal.tender money. Furthermore, any addlhonal economy III the u'!" 
of legal t.>nder money which may take place though the extended use of bankers' cheques and other Credlt 
instruments may be mOn> than ofiset by the fact that a larger share of the national inoome is likely to ~ 
enjoyed by the wa~rning 01_ who are the chief ueen of legal tender money. All these caueeo w,l1 
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tend to incre&8e the alOOunt of legal tender money which the ClOUlrtry will, ClOnoislently with the m.w.ten.u~. 
of a gold .tandard, be able to retain in bank reoerv ... and general circulation to a point much ."""" the 
pl'l>-war figure, but tbe precise BmoUut of the increll88 can only be determi ...... by experience. 

39 •. Un~1 Buch experienca. has .been gained it ,,?uld in Our opinion !M dangerous to _II: .., lay doW'll 
any PI"tlClse figure for the fiduCIary 188ue. The adoption of an unneceMarlly low figure would reoult iu the. 
accumulation of a gol~ reserve of I~gar dime?,sions than is .~rictly necessary: for the prot<ICtion of the gold 
standard and the secanty of our national credlt--a luxury whIch we shall be ill able to alford in the difficult 
times which are ahead-while the ~doption of too high a figoN would destroy the gold standard altogether. 

40. It,. therefore, seems des~rable to approach the problem. from ~41 other end. and to attempt 
to fix tentatively the amount WhICh we should hke to see held m gold In the oentral """,rve, leavwlf 
the ultimate dimensions of the fiduciary issue to be settled as the _ult of experienca at the amount of 
fiduciary notes which can be kept in circulation-in banking reserves (including the Bauking Reserve of the 
Bank of England), and in the pockets of the people-without causing the central gold l'eflerve to fall aPl,re
cisbly below the amount so fixed. 

41. The pre-war gold l'8II8rves were about £38,500,000 in the Bank of England and an amount 
.... timated at £123,000,000 in the banks and in the pockets of the people. If the actual circuilltion of /fOld 
~in .ceBSell a.nd ~he whole of ~~ gold is concentrated in the central institution, 80m. economy i~ po!""iOlible 
In VIew of Its lDcreased mobilIty. On the other hand the aggregate amouut of eurren~.y reqUIred will 
undoubtedly be larger. We aecordingly recommend that the amount to be aimed at in the fiM instance 
es the normal minimum amount of the central gold reserve should be £150,000,000, and that, until tbi. 
amount has been reached and maintained concurrently with a satisfactory foreign exchange position for a 
period of at least a year, the policy of reducing the uncovered note issue as and when opportunity olfeN .hould 
be consistently followed. In view of the economic conditiona which are likely to follow the I .... torati .. n of 
peace, it will be necessary to apply this policy with extreme caution and without undue rigidity. Wheil 
the exchanges are working normally on the basis of a minimum reserve of '£150,000,000 the pOsition should 
again be reviewed in the light of the dimensions of the fiduciary issue as it then I!l<i.ts. 

REDUCTION OF PRESENT Cu:aIlENCY NOTE IsSUB DUlI.DIG INTBlIIII PBRIOD. 

42. If these arrangements are adopted, there will be an interim period beginning alter the completion 
of demobilisation during which it is probable that the present issue of Currency Notes will have to be 
gradually reduced Ulltil experience has shown what amount of fiduciary notes can be kept in circulation 
consistently with the maintenance of this reserve. It was suggested to us in evidence that, until that amount 
has been ascertsined, steps should be taken as soon as possible after the war to reduce the uncovered issue 
at the rate of not less than 3 per c .. nt. per annum of the outstanding amount, and that subject to arrange
menta for meeting a temporary emergency, the issue in any period of six months or ~ne year should not 
be allowed to exceed the amount outstanding in the preceding similar period. We think that it would he 
highly desirable to aim at a steady and continuous Nduction, but we are disposed to doubt whether it will 
be found to be practicable to work to any precise rule. We confine ourselves therefore to the general recom· 
mendation of policy indicated above. We entirely concur, however, in the suggestion that, when reductions 
have taken place, the actual maximum fiduciary circulation in any year should become the legal maximum 
for the following year, subject only to the emergency arrangements proposed in paragrnph 33. 

TJl.Ui'SITIONAL AJUl.ANGEKENTS PENDING REPLACEKENT OF CUIlllENCY NOTE Isst;]! B'I '" BAlfE 
OF ENGL4ND ISSUB. 

43. It remains for us to consider how and when the present issue of Currency Notes is to he replaced 
by the Bank of England issue. There would be some awkwardness in transferring the i06ue to the Bank 
of England before the future dimensions of the fiduciary i .. ue have been ascertsined. We, therefore, 
recommend that during the transitional period the issue should remain a Government issue, but that .uch 
post-war expansion (if any) as may take placo should be covered, not by the invetltment of the proceeds 
of the new Notes in Government securities, as at present, but by taking Bank of E~gland Notes fro~ ~he 
Bank and holding them in the Currency Note reserve, and that, 88 and when opportumty an_ for provldmg 
cover for the existing fiduciary portion of the issue, the same procedure should be followed. The effect of 
this arrangement would be that the demands for new currency would operate in the normal way to reduce 
the reserve in the Banking Department at the Bank of England, which would have to be restored by raising 
money l'8tes and encouraging gold importo. 

44. We should thus in course of time have the Currency Note issue covered partly by the .£28,500,000 
of gold at present held and partly by Bank of Engla,nd notes covere~ by gold in the I .. ue D~artment of' 
the Bank of England; the balance, forming the fiduClBry part of the Issue prop .. rly so-caIled, bemg cover<ed 
by Government secnrities as at present. During the transition .tag~ the greater part at any ra~ of th<; 
demand for gold for export will fall upon the Bank of England, smce currency notes are not lIkely to 
he presented to any large extent for actual payment in gold, but will be paid in by the banb whic~ collect 
them to the credit of their accounts with the Bank of England. the balances thereby created bemg u ... d 
when necessary to draw gold from the Bank of England for export in the ordinsry w.ay. ~ e aecordingly 
think that it will be desirable that Bank of England notes should likewi ... be subatitute.! m the currency 
note reserve, either immediat .. ly after the war or from time to time by iutalments, for the £28.500,000 gold 
now held by that reserve, so that when the time is ripe for tbe final transfer the .. hole of tbe gold reoerve 
may be in the handa of the Bank. . . 

45. When the fiduciary portion of the issue has been reduced to the amount whIch e:lpenence .hows 
to he consistent with the maintenance of a gold reserve of ,£150.000.000 in the Issue Depa~me~t of the.Bank, 
the outstanding Currency Notes should be retired and Bank of England note. of low denomlDahon subahtuted, 
the Bank of England fiduciary issue being simultaneously increased by an amount equal to th~ tben 
issue of Currency Notes covered by Government securities. A. the Bank of England .notes held m the 
Currency Note reserve and the gold ag-ainst them would already a,Ppear in the Bank re~urn, the only effect 
on that return of the ultimate merger would be to add to the total Dan. M England I .. ue the amount of 
tb'; fiduciary portion .of the Currency Note issue as ultimately ascertsined, and to add the same amount 
of Gol'Orument securities to the secnritie. in the IllSue Department. 
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, 46. The settlement 88 between the Treasury and the Bank would take the form of the Treesury 
, handing over to the Bank in e1ehange for a like amount of Currency Note. withdrawn by the Bank from 
, circulation the Bank of England notes held for the Currency Note account, and in _pect of the remainder 

of the Currency Notes withdrawn Government securities. Theee securities should be eiiher Ways and Means 
,advan08S, or Treasury Bills and other marketable lleCurities being part of the ordinary Public Debt, and 

, should be taken at current market value. In so far Be any of the a8&8ts of the currency note redemption 
account at the time of iransfer might not come within these. categories they should be retained by the 
Treasury alld other 8ecurities substituted. The Bank of England note. of small denomination would be 
i"1lA'd by the Bank in plaoe of the currency notes withdrawn from circulation, partly in substitution for 
the Bank of England note. returned to them from the Currency Note Reserve (which w<>uld be already 
oovl'1'8d by gold in the Issue Department), and partly in respect of the Bank's new fiduciary issue baaed on 
the transferred securities. The profits of the· increased fiduciary issue would be payable by the Bank to the 
Exchequel'. 

SUHlUl!.Y OJ' CoNCLUSIONS. 

47. Our main conclusion. may he briefly summarised as follows:-
Before the war the country possessed a complete and eJiective gold standard. The provirions of the 

.. lIankAct, 1844, operated automatically to correct unfavourable excha.nges and to check undue expansions 
nf credit. (Paras. 2 to 7.) 

, During the war the conditions necessary to the maintenance of that standard have ceased to exist. 
The main oause has been the growth of credit due to Government borrowing from the Bank of England 
~nd ~ther banks for war needs. The unlimited issue of Currency Notes has been both an inevitable 
consequence and a necessary condition of this growth of credit. (Paras. 8 to 14.) 

, In our opinion it is imperative that after the war the conditions necessary to the maintenance of an 
effective gold standard should be'restored without delay. Unless the machinery which long experience 
hilS shown to be the only effective remedy for an adverse balance of trade and an undue growth of credit 
is once more brought into play, there will be grave danger of a progressive credit expansion which will 
result in a foreign drain of gold menacing the convertibility of our note issue and so jeopardising the 
international trade position of the country. (Para. 16.) 

The pr ... requisites for the restoration of an effective gold standard are ,-
(a) The cessation of Government borrowing as soon as possible after the war. We recommend that 

at the earliest pOBBible moment an adequate sinking fund should be provided out of revenue, 
so that there may be a regular annual redllction of capital liabilities, more especially thos. 
which constituta the floating debt. (Paras. 16 and 17.) 

(b) The l'ecognised machinery, namely, the raising and making effective of the Bank of England 
discount rate, which before the Wllr operated to check a foreign drain of gold and tho 
speculative expansion of credit in this country, must be kept in working order. This necessity 
cannot, and should not, be EWaded by any attempt to continue differential rates for-home and 
foreign money after th" war. (parae. 18 and 19.) 

(e) The issue of fiduciary notes should, as 800n a. practicable, once more be limited by law, and the 
.present arrangements under which deposits at the Bank of England may be exchanged_ for 
legal tender currency without affecting the reserve of the Banking Department should be 
terminated at the earliest possible moment. Subject to transitional arrangements as regards 
Currency Notes and to any special arrangements in regard to Scotland and Ireland which 
we may have to propose when we come to deal with the questions affecting thoee parts of the 
United Kingdom, we recommend that the Note Issue (except as regards existing private issues) 
should be entirely in the handa of the Bank of England. The Notes should be payable in 
London only and should be legal tender throughout the United Kingdom. (paras. 20 and 21.) 

As regard, the control of the Note leaue, we make the following observations ,-
(I) While the obligation to pay both Bank of England Notes and Currency Note. in gold on demand 

should be maintained, it is not necessary or desirable that there should b .. any early resumption 
of the internal circulation of gold coin. (Para. 23.) 

(2) While the import of gold should be free from all restrictions, it is convenient that the Bank 
of England should have cognizance of all gold exports and we recommend that the export 
of gold coin or bullion should be subject to the condition that such coin and bullion haa been 
obtained from the Bank for the purpose. The Bank should he under obligation to supply 
gold for export in exchange for ito notes. (para. 24.) 

(3) In view of the withdrawal of gold from circulation we recommend that the gold reserves of the 
country should be held by one central institution and that all banks should transfer any 
gold now held by them to the Bank of England. (para. 25.) 

Having carefully considered the various proposals which have been placed before UB as regards the basis 
of the fiduoiary note illllue (paras. 26 to 31), we recommend that the principle of the Bank Charter Aot, 

, 1844, should be maintained, namely, that there should he a fixed fiduciary issue beyond which note. should 
only be issued in exchange for. gold. The separation of the Issue and Banking Departments of the Bank 
of England should he mamtained, and th, Weekly Return should continue to he published in its present 
form. (Para. 32.) 

We reoommend, however, that provision for an emergency be made by the continuance in force, subject 
to the stringent safeguards r4!OOmmended' in the body of the Report, of section 3 of the Currency and 
Rank Notel Act, 1914, under which the Bank of England may, with the consent of the Treasury, temporarily 
issue noteo in exce .. of the legal limit. (Para. 33.) 

We advooate the publioation by the banks of a monthly statement in a prescribed form. (para. 34.) 
We have come to the conolusion that it is not practicable to fix any precise figure for the fiduciary 

'Note IlIII\le immE'diatalv after the War. (Parae. 35 to 39.) 
We think it desirable, therefore, to fix the amount which should he aimed at as the central II'Old res ..... e, 

\ leaving the fiduciary iMue to be aettled ultimatel ... at such amount as can he kept in circulation without 
'\lausing the central gold reserve to fall b.low the amount 110 fixed. We recommend that the normal minimum 

t 



of the central gold reserve to be aimed at should be, in the lirat instauce, £150 milliona. U ati! this alll 
haa been reached end maintained concurrently with a aatisfactory foreign .xchang9 poaition for at I. 
year the policy of cautiously ..educing the uncovered Note Issue should be foll.n.ed. When Mur 

• have' been eJIected, the actual maximum fiduciary circulation in any year should become the legal maxi 
for the following year, subject only to the emergency arrangements previously recommaoded. Whe. 
exchanges are working normally on the baais of a minimum reserve of £100,000,000, tbe poaition d 
again be reviewed in the light of the dimensions of the fiduciary i88ue a. it th". exiets. (Parae. 40 to 4 

We do not recommend the tranefer of the existing Currency Note 188ue to the Bank of England 
the future dimensions of the Fiduciary I88Ue have been aecertsiued. During the transitional penG< 
i .. ue should remaiu a Government i88Ue, but new notes should be issued, not again~t Government lOOur 
but against Bank of England Notes, and, furthermore, when opportunity an_ for providing con 
existing uncovered notes, Bank of England Notes sbould be ueed for this purpose al.... Demand, for 
flurr8ncy would then fall in the normal way on the Banking Department of the Bank 01 Englaad. (P 
4:! and 44.) . 

When the fiduciary portion of the woe haa been ..eduoed to nn amount which expenenr.e shows I 
roneistent with the mai'llenance of a central gold reserve of £160 millions, the outstanding Cun 
Notes .hould be retired and replaced by Bank of England Notes of low denomination in 8C'oordance 
the detailed prooedure which w. describe. (parae. 46 and 46.) 

o. C. UPCOTT (SflCf"et4f"11)' 
15th AUIiU.t, 1918. 

We have the honour to be, 
My Lord. and Sir, 

A.nIoo>IX t. 

Your obedient s..rvsnt .. , 
(Signed) CUNLIFFE (CIas,"""" 

C. S. ADDIS. 
R. E. BECKETT. 
JOHN BRADBURY. ' 
G. C. CASSELS. 
GASPARD FARRER. 
HERBERT C. OIBHI!. 
W. H. N. GOSCH EN. 

" INCHCAPE. 
R. W. JEANS. 
A. C. PIGOU. 
GEO. F. STEW ART. 
w. WALLACE. 

PIlOPOSED MO!ITRLY STATBKBII'T TO BE PUBLIRHED BY BANKS. 

Stat~ 01 the twMtJgfl figuru 01 the weekly' Balance Sheet. durmlT the month 01 ........................ 11 

LUBILlTlIlll. AssaTII..£ I 
Capital :- Caah :-

Registered .£ (\) Coin, B&Dk and COrNn., 
Noleo, and Baloo_ wilb 

Snbscribed .£ tho Baok of England • .£ 
Paid np .£ (2) BaIaueeo with London C ...... • 

ing Agents and with oiber 
Reserve Fund Baoko, Bank ... or Bank. 

Current, Deposit, and other Accounts 
Acoeptanaee . 
Endorsemenle, Guarantees 

obligations . • • 
and other 

Notse iii Ciroulation • 

I 

I i 

tillil 
£ i , 

ing CompaDlei in tbe I 
U niled Kingdom· • .£ I 

(3) llema in Uanait • • .£ I 
MODey at Can and at Short Notice i 
British Billa or Exchange· • . " 
Foreigtl Bills, Poreiga Bank Bill. and I 

DoJiileiled Bill. . " . . . ., 
Balanoee abroad . 
Inveetmenta :-

(\) 8ecorisieo of, or fI1WIDleed by, Britilh 
G ..... rn_t· • • . . 

(2) Indiaa ... d Colonial O""ernIDODI: 
Becoriliee, Brililb Corporation' 
Stocks, Britiah Railway Debentnre I 

and Pret ....... S""'U . 
(3) Otber InYeoBmeDlol 

Loans and Advsnaee 
other Aeeete . I 
Bank PremiBel ~ i 
Liabilitiee oC CUtomerl Cor AcceptaD-' ! . I 

aa per contra . . • . .'., , 
Liabilities of Cuatomers '!l!. IIDdor_1e, ~ 

GnaraDteee aDd other obllgationa, aa per I , 

con.a' . • . • . . • !:j' .' 
;--.' I 

l'rillted under the authoritT of Hia Majesty'. Stationery Office 
By DARLING .um SO;" \ Lu.trrlw, BAllO. BTuBT, E." 


