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PREFACE,

In preparing this volume, I have attempted to write
a descriptive essay on the past and present monctary
systems of the world, the materials employed to make
money, the regulations under which the coing are struck
and issued, the natural laws whieh govern their circiula-
tion, the several modes in which they may be replaced
by the use of paper documents, and finally, the method
in which the use of money is immensely economized by
the eheque and clearing system now being extended and
perfected.

This is noft a book upon the eurrency question, as
that question is so often discussed in England. I have
only a little to say about the Bank Charter Act, and
upon that, and other mysteries of the money market, 1
refer my readers to the admirable essay of Mr, Bagehot
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on ““Lombard Street,” to which this book may perhaps
serve a3 an introduction.

There is much to be learnt about money before
gntering upon those abstruse questions, which barely
admit of decided answers. In studying a language, we
begin with the grammar before we try to read or write.
In mathematics, we practice ourselves in simple arith-
metie before we proceed to the subtleties of algebra and
the differential caleulus. But it is the grave misfortune
of the moral and political seiences, as well shown by
Mr. Herbert Spencer, in his ©“ Study of Sociology,” that
they are eontinually discussed by those who have never
laboured at the elementary grammar or the simple
arithmetic of the subject. Hence the extracrdinary
schemes and fallacies every now and then put forth.

Currency is to the science of economy what the
squaring of the circle is to geometry, or perpetual
motion to mechanics. If there were a writer on Currency
possessing some of the humour and learning of the late
Professor De Morgan, he conld easily produce a Budget
of Currency Paradoxes more than rivalling De Morgan’s
Circle-Squaring Paradozes. There are men who spend
fheir time and fortunes in endeavouring to convince a
dull world that poverty can be abolished by the issue of
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printed bits of paper. I know one gentleman who holds
that exchequer bills are the panaces for the evils of
humanity. Other philanthropisis wish to make us all
rich by coining the national debt, or coining the lands of
the couniry, or coining everything. Another class of
persons have long been indignant that, in thizs age of
free trade, the Mint price of gold should still remain
arbitrarily fixed by statute. A member of Parliament
lately discovered a new grievance, and made his reputa-
tion by agitating against the oppressive restrictions on
the coinage of silver at the Mint. No wonder so many
people are paupers when there is a defictency of shillings
and sixpences, and when the amount merely of the rates
and faxes paid in a year exceeds the whole sum of money
circulating in the kingdom.

The subject of money as a whole is a very extensive
one, and the literature of it would fill a very great
library. Many changes are now taking place in the
currencies of the world, and important inquiries have
been lately instituted concerning the best mode of eon-
stituting the circulating medium. The information on
the subject stored up in evidence given before Government
Commissions, in reports of International Conferences,
or in researches and writings of private individuals, is
quite appalling in extent. It has been my purpose to
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extract from this mass of literature just such facts ae
seem to be generally interesting and useful in enabling
the public to come to some conclusion upon many
currency questions which press for solution. Shall we
count in pounds, or dollars, or franes, or marks? Shall
we have gold or silver, or gold and silver, as the measure
of value? Shall we employ a paper currency or &
metallic one? How long shall we in England allow
our gold coinage to degenerate in weight? Shall we
recoin it at the expense of the State or of the unlucky
individuals who happen to hold light sovereigns?

In America the questions are still more important
and pressing, involving the return to specie payments,
the future regulation of the paper currency, its partial
replacement by coin, and the exact size and character
of the American dollar, regarded in relation to inter-
national currency. Germany is in the midst of a greaf,
and probably a sound and suecessful, reorganization of
the currency, both metallic and paper. In France the
great debate upon the double versus the single standard
is hardly yet terminated, and active measures are being
taken to place the paper issues on a convertible basis.
Among the other countries of Europe—Italy, Austria,
Holland, Belgium, Bwitzerland, the Scandinavian king-
doms and Russia—there is hardly one which is not at
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present reforming its enrreney, or has lately done so,
or i8 discussing the proper method of attempiing the
task, As regards all such changes, we should remember
that in the present we are ever moulding the future, and
that & world-wide system of international money, though
it may seem impraeticable at the moment, is an object
al which all those should aim who wish to leave the
world better than they found if.

I wish to acknowledge the assistance which I have de-
rived from the works of Mr. Beyd, especially his treatise
on *‘Bullion and the Foreign Exchanges,” from Pro-
fessor Sumner's ““ History of the American Currency,”
M. Chevalier's work “La Monnaie,” M. Wolowski’s
various important publications upon money, and many
valuable articles in the Journal des Economistes. 1 must
cxpress my thanks to many bankers and gentlemen
for information and assistance kindly rendered to me,
especially to Mr. John Mills, Mr. T. R. Wilkinson,
Mr. BRoberts, the chemist of the Royal Mint, and Mr. E.
Helm.

I should also like to take this opportunity of thank-
ing those gentlemen who have from time $o time sent
me documents and publications bearing upon the subject
of money, which have proved very valuable. I may
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mention espeecially a series of reports and documents
concerning the American mint and currency received
through the kindness of the Director of the Min{, and of
Mr. Walker and Mr. E. Dubois.

I am much indebted to Mr. W. H. Brewer, M.A., for
carefully reading the whole of the proofs, and to Pro-
fessor T. L. Cliffe Leslie, Mr. R. H. Inglis Palgrave,
and Mr. Frederick Hendriks for examining particular
portions.

May 31st, 1875



CONTENTS.

CHAPTER L
BARTER,

Want of Coincidence in Barter -
Want of a Measure of Value e
Want of Means of Subdlvmmn L A PTER IX.

SYSTEMS OF METALLIC MOKEY.

v ey by Weight e s
v Festricied Currency by Tale .. vae

gle Legal Tender System e
:ultiple Legnl Tender System ..,
ompesite Legal Tender .., ver
CHAPTER X.

92

98
101

THE ENGLISH SYSTEM OF METALLIC CURRENCY.

Eunglish Gold Coin e v v

English Silver Coin e

Euglish Bropze Coin ...
Deficieney of Weight of the Englmh Gold Com
Withdrawal of Light Gold Coin .., .

upply of Silver Coin .., o -

Eupply of Gold Coin
he Royal Ming .. res .

105
108
110
113
113
115
118
120



N G pE e

CONTENTS.

CHAPTER V.

QUALITIES OF THE MATERIAL OF MONEY.

. Utility and Value
. Portability

. Indestructibilify
. Homogeneity

. Divisibility

. Stability of Value
. Coguizability

<08,

May 3, 1875

raa

CHAPTER VI

PiSE
3z
34

EREIY

3

“
45

s



CONTENTS.

CHAPTER VIIL

THE PRINCIPLEB OF CIRCULATION.

T'he Btandard Unit of Value

Join, Money of Account, and Unit of Value
itandard aud Token Money ..

Metallic and Nominal Values of Coms - v
Legal Tender “

t'he Force of Habit in the Cuculatmn of Monejr
Gresham's Law ... - e
Extension of Gresham’s Law .., .

CHAPTER IX,

SYETEMS OF METALLIC MONEY.

Currency by Weight - o -

Unrestricted Currency by Tale .. v

Single Legal Tender System oo v .

Multiple Legnl Tender System ... .-

Compoaite Legal Tender ee - e
CHAPTER X.

PAGE

70
74
75
%
73

84

82

98
e 101

THE ENGLISH BYSTEM OF METALLIC CURRENCY.

Eoglishk Gold Coin e sir -
English Silver Coin . e -
English Bronze Coin ...
Deficiency of Weight of the Englmh Gold Com
Withdrawal of Light Gold Cein ...
SBupply of Gold Coin .-
Supply of Silver Coin ..,
The Royal Mint

105
108
110
111
113
115
118
120



xiv CONTENTS.

CHAPTER XL
FRACTIONAL CURRERCY.
Fquivalent Weights of the Prmmpa.l Metala ...
Billon Coin - vee
Composite BN
Rronze Coin ... v

Englisk Bronze Usin
Weight of the Currency ..
Nickel, Manganese, Alummmm, and nther Meta.ls nnd Alloya

CHAPTER XII

THE BATTLE OF THE STANDARDS.

The Donble Standard

Compensatory Action ... e - o -
The Demonetization of Silver

Disadvantages of the Double Standard “

The Monetary Systems of the Warld .

CHAPTER XiII

TRECHNICAL MATTERB RELATIRG TO CCINAGE.

The Alloy in Coins

The Size of Coina

The Wear of Coins

Methods of Connting Coins
Cost of the Metallic Currency ... .

CHAPTER XIV.

INTERNATIONAL MONEY.

Advantages of International Money ... e
Dieadvantages of International Money ..,
Conflict of Monetary Systema

PAGE
123
125
127
128
129
130
132

136
139
140
148
147

151
155
156
161
163

167
184
17



CONTENTR.

International Monetary Negotiations ven e
Decimalization of English Money

The Future American Dollar

German Monetary Reform

Systems of Fractional Mone

Fina! Selection of the Unit of Int.ernatmnal Moncy

CHAPTER XV.

THE MECHANISM OF EXCHANGE.

Progressive Development of the Methods of Exchange ...

Representative Money ... v
Cheque and Clearing System

CHAPTER XVI.

REPRESENTATIVE MONEY.

Early History of Representative Money

Reasons for the Use of Representative Money
Tneonvenience of Metallic Money
The Weight of Currency ... . .
Baving of Interest .., . e

CHAPTER XVIL

THE NATURE AND VARIETIES OF PROMISSORY NOTES.

Specific Deposit Warrant

General Deposit Warrant .

Difference Between a Special and a Genernl Promlae
Pecuniary Promissory Notes |, .

Principles of the Circulation of Representatwe Money

-4 4

rAGE
172
175
178
180
181
184

130
191
192

158
159
200
202
203

207
208
209
212
214



xvi CONTENTS.

CHAPTER XVIIL

METHODE OF REGULATING A PAPER CURREKCY.

1. Simple Deparit
2. Partial Depoait

8. Minimum Reserve s
4. Proportional Reserve -

5, Maximum Iesve

6. Elasiic Limit

7. Documentary Regerve .

8. Real Property Reserve ... s

9. Regulation by the Foreign Exchanges .
10. Freo Issue System . vas .

11. The Gold Par Method .
12. Convertibility by Revenue Payments

138, Deferred Convertibility e -

14. Inconvertible Paper Money

Over Issue of Paper Money - e
Want of Elasticity of Paper Money

CHAPTER XIX.
CREDIT DOCUMENTS.

Measurement of Credit ...

Bank-notea ™
Cheques - Ve e .
Bills of Exchange ... .

Interest-bearing Documents
Definition of Money

CHAPTER XX,

BOOK CREDIT AND THE BANKING BYSTEM.

Single Bank System . - vee
System of Two Banks

s . et



CONTENTS.
Complex Bank System o o
Branch Bank System [
Bank Agency Syetem ... .

Londou Agency System
Country Clearing System

CHAPTER XX
THE CLEARING-HOUSE SYSTEM.

Trsnsaction of Business at the London Clearing House ...
Manchester Clearing House

New York Clearing Iouse ... -
Extension of the Clearing Syatem

Advantages of the Cheque and Clearing ‘iystem
Proportion of Cash Paymenta
Cases to which the Clearing System is mapphcable e

CHAPTER XXII.

THE CHEQUE BANE,

Relation of the Cheque Bank to other Banks
The Cheque Bank as & Monetary Agent
Payment of Wages by Cheques ... vee
The Cheque Bank a3 s Savings Bank
Resulia of the Cheque Bank System - e

CHAPTER XXIII.

FOREIGN BILLS OF EXCHANGE.

Origin and Nature of Bills of Exchange e e
Trade in Foreign Bills ... -
The World's Clearing House .. vev

Centralization of Financial Transactlons in London -
Representation of Foreign Bankers in Lendon .. e

v

vl

PAGE
255
257
259
260
260

265
269
278
279
283
285
287

201
293
295
296
258

300
802
303
303
307



£V1il CONTENTS,

CHAPTER XXIV.

THE BANK OF ENGLAND AND THE MONEY MARKET.

race
Expansion of Trado 310
Competition of Bankers .. 311
The Bonk Charter Act of 1844 .. . 312
The Free-banking School . 814
Possibility of Over-issue .- 314
The Right of Coining Bank- notes v 317
Seotch and English Banking . e 319
Cash Reserves of Bankers ... .. 820
Remedy for the Sensitiveness of the Money Mnrket 322

CHAPTER XXYV.

A TABULAR BTANDARD OF VALUR,

Corn Renta ... 826
A Multiple Legal Tender .. 827
Lowe’s Proposed Table of Reference 328
Poulett Serope’s Tabular Standard of Value ... o 329
Difficulies of the Sclieme 331

CHAPTER XXVI.

THE QUANTITY OF MONEY NEEDED BY A NATION.
Quantity of Work to be done by Money e e 335
Efficiency of the Currency " 336
Effcets of the Cheque and Cleanng System e - - ..o 337
Conclusion 340

INDEX . ™ e e e . 343



