Dhananjayarao Gadgil Library

RO ™

GIPE-PUNE-003329



GOLD, PRICES AND WAGES



BY THE SAME AUTHOR

THR INDUSTRIAL SYSTEM
INTERNATIONAL TRADE

PROBLEMS OF POVERTY

THR PROBLEM OF THE UNERMPLOYED



GOLD, PRICES & WAGES

WITH AN EXAMINATION OF
THE QUANTITY THEORY

BY

J. AA HOBSON

WITHR TWO DIAGRAMS

METHUEN & CO. LTD.
36 ESSEX STREET W.C
LONDON



First Published in 1913

VéHO&X% 5

q)"l,.“]/a



PREFACE

HE current rise of prices is an exceed-

I ingly attractive problem for two reasons.

The first is its intellectual toughness

and intricacy. For though a great deal has been

said and written on price-movements during the

last hundred years, it cannot be said that anyone

has explained in a really satisfactory way why
and how prices move.

The other attraction is the enormous practical
importance of the problem. Never has this been
clearer than at the present time. For whatever
other causes contribute to the ‘social unrest’
from which most nations are suffering, it seems
certain that the rise of prices has acted every-
where as a main source of irritation.

Both these attractions led me to the inquiry
which forms the subject of these chapters. It
was not with the hope of reaching a complete
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solution that I entered it. Nor do I claim to
have reached one. But the confident assertion
of some economists and business men that the
problem was in reality a quite simple one, the
rise of prices being evidently due to the enlarged
output of gold in receiit years, had never seemed
satisfactory to me. I therefore decided to try
ta work out the problem afresh, testing the chain
of causation connecting gold with prices, and
britiging undet survey certain other industrial
and financial factors which seemed relevant to
the issue. '
Accepting at the outset the self-evident pro-
position that a rise of prices méans an increase
in the quantity of money paid for goods greater
than the increase in the quantity of goods, I
divided my inquiry into two sections. The first
sectionn concerned itself with possible ¢auses of
the acceleration of the supply of money: the
second with possible causes of the retardation
of the'supply of goods. For a rise of prices may
evidently be brought about in either of these
two ways, or in both. ’
My investigation into the supply of momey
confirms the view that an acceleration of pur-
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chasing power is a large factor in the rise of prices.
But the acceleration of purchasing power is not
directly attributable to the increased output of
gold. The influence of gold, either as coin, or
as a support of credit, is much smaller than.has
been represented. The great extension of bank
credit, which constitutes the acceleration of
supply of money, is primarily due to three causes.-
Two of them relate to its supply, one to its
demand. The rapid enlargement of enterprises
in various countries, undertaken by states and
municipalities, and accompanied by an equally
rapid development of joint stock companies, has
enabled a largely increasing proportion of pro-
perty to figure as security for bank credit. Along
with this movement has gone a wide extension
of banking and of general financial apparatus.
Thus there has been a great growth in those
forms of wealth which are-the real basis of credit
and in the machinery which manufactures
credit. So much for the means of supply. -

A great demand for credit has coincided with
this enlargement of the means of its supply. -
The chief factor in the enlarged demand has been

the opening up of new large profitable fields of
b
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investment for the development of new or back-
ward countries, chiefly in America. This demand
for developmental capital has raised the rate of
interest and profits, stimulated a full use of the
néw potential supply of credit, and has been
a principal direct agent in the rise of prices. *

The quite recent growth of facilities for credit
explains. the acceleration of supply of money.
But since a large use of credit promotes in-
dustry, it might appear that the accelerated
supply of money should be attended by a
corresponding acceleration of supply of goods.
In such an event there could have been no rise
of prices.

An investigation into the industrial or goods
side of the problem shows, however, that the
growth of supply of goods, though doubtless
conéiderable, has been much slower than the
growth of credit. This is explained partly by
the above-mentioned change of business struc-
ture, which has enlarged the proportion of exist-
ing wealth available as basis for credit. But
other causes have directly assisted to retard
production, especially the vast unproductive
expenditure of modern states, the increasing
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wastage involved in the competitive distribution
of modern commerce, and last, but not least; the
temporary stress which the new investment
policy has laid upon those industrial operations
throughout the world which conform to the so-
called law of diminishing returns. When the
full fruits of the development of South America
and Canada are reaped, the acceleration of
supply of goods may be found to balance
or outweigh the further growth of the supply
of credit, and prices may cease to rise, or even
fall.

Meanwhile, the counterplay of these two sets
of forces, the one expanding the production of
credit, the other checking the production of goods,
seems to give the best explanation of the current
rise of prices. The part played by the enlarged
output of gold is a useful though a minor one. It
has facilitated the operation of the forces stimu-
lating credit, by furnishing the larger gold
reserves which, though to a diminishing extent,
are still required to maintain.the easy currency
of credit-notes. It is a condition, but not a
chief efficient cause of the acceleration of supply
of credit.
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In a concluding chapter I reconsider ‘the
quantity theory of money,’ adducing reasons
for holding that, when it passes beyond the
status of a self-evident proposition, and asserts
the determination of prices by gold supply, it
is erroneous. Discussing the paradox of the
divergence between the hire-price and the
~ purchaseé-price of money, I urge as a solution
the view that all forms of money in their circula-
tion are hired instruments of the exchange of
commodities, the passing holders of which pay a
hire-price for the single service of exchange
which they require, not being concerned with
~ the actual value of the instrument employed.

Such are the principal conclusions to which
the inquiry leads. Some of them seem tolerably
certain, others tentative or dubious. I indicate
them here in the preface in order that busy
readers may make up their minds, before start-
ing, whether it is worth while to follow a line of
reasoning which introduces into the solution
of the price problem so.many considerations
incapable of exact statistical measurement and,
in some instances, highly speculative in -their
character and influence. .
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I desire, in conclusion, to express my deep
indebtedness to Mr. F. W. Hirst and Sir George
Paish for many valuable points of information
and of criticism.

J. A. HossonN

LoNDoN, February 1913,
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CHAPTER I

THE RISE OF PRICES

§1 T the outset of an inquiry into the rise
Aof prices it may be well to put on record
a few leading and generally admitted

facts.

From 1873 to 1893, a large and fairly continu-
ous fall of wholesale and of retail prices took
place in Great Britain.

From 1896 to the present time & considerable,
though less regular, rise both of wholesale and of
retail prices has taken place. The rate of in-
crease has been faster since 19o5. The rise in
retail prices; as indicated by cost of foods, has
been clésely correspondent with the rise of whole-
sale prices.

From 1873, a year of high wages, until 18g5,
money wages made no considerable change.
They fell considerably in the ’seventies, and rose

considerably in the ’eighties, remaining pretty
I
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steady in the early ‘nineties. From 1895 to the
present time they have been rising. But this
rise of money wages has failed to keep full pace
with the rise of prices. Real wages have fallen
since 1895. This fall has been more marked
since 1905. '

These price-changes are found in all other
leading industrial countries. In the United
States, Canada, Germany and France, the rise
of prices has been greater than in this country.
This is made evident by the following table,
compiled by Mr. Hooker : —

£i3 '3§§ aﬁg r la3zaEs
Average. EEE -g'g’,g Ezg E ,,5&53 2

383|743 |51 ) ¢ Peilss
18901899 . 100 100 100 100} 100]{ 100
1900~-1909 . 104 11t lo; 115 | 18| g
910 . . 13 18 18 128§ 132 | 128
Sept. 1911 122 126 139

Retail prices, however, have risen in other
countries at a somewhat slower rate than whole-
sale.

The rise in prices of raw materials since 1895

% “The Course of Prices,” Jowrnal of the Statistical Soc.,

. Dde.1g1s,
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has been greater than that of foods in Great
Britain, Germany and France, and considerably
more violent in its variations. In the United
States and Canada the two growths of prices
have moved closely together, the prices of food
rising equally with those of materials.

§2. The index figures which register these
rises of prices relate entirely to certain raw
materials and foods sold in wholesale markets.
For those are the only classes of articles for which
reliable prices are available. A theoretically
complete index would, of course, take atcount
of a great number of other objects of sale, manu-
factured articles, land, houses and other buildings,
securities, professional and manual labour, etc.,
in a word, all sorts of goods and services on which
money is spent. There are some who hold that,
if all these prices were taken into due considera-
tion, the general rise of prices would be a good
deal less than our index figures suggest. Indeed,
it seems likely that some reduction would be
effected. For so far as statistics are available,
the rise in the prices of fully manufactured goods
is smaller than of raw materials. The price of
old securities at fixed interest has largely fallen.

The price of manual labour in most countries has
' risen less than the price of foods and materials.
How far the rise of city rents is a higher pricg for
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the same article, or for a better article, we have
no means of precise determination, though the
increase of land values and the higher price of
building materials and labour would seem to
imply a not inconsiderable actual rise of price.

Where frequent changes in size, quality and
other conditions of the article -take place, or
where great local variations occur, it is virtually
impossible to apply the index number method.
But these deficiencies do not invalidate our index
numbers as much as may appear at first sight.
For the chief materials and foods are genuinely,
if not perfectly, representative. Important in
themselves as marketable objects, they enter as
main ingredients into most of those further or
final commodities, the price fluctuations of
which are not capable of register.

Though, therefore, the actual rise of general
prices may be somewhat less than the index
figures indicate, there is no reason to question the
statement that since about 1895 a decided upward
movement of world-prices has taken place.

§3. Now, more or less coincident with this
general rise of prices, several other important
changes, affecting the general course of commerce
or finance, are observable. The most conspicu-
ous of these has been the rapid enlargement of
the.world output of gold since the early ‘nineties,
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due in large measure to the discovery of the deep
levels in the Transvaal and to the successful
application of the cyanide process.

The rate of the enlargement in world output
may be indicated by the following figures : '—

Year. . Annual Average.
1885-18g0 . . . . . 422,583,000
1891-1895 . . . . . 33,454,000
1896-1900 . . . . . 52,871,000

1901, . . . . 53,629,000
1902 . . . . . . 60,974,000
1903 . . . . . 67,337,000
1904 . . . . . 71,380,000
1905 . . . . . 78,143,000
1906 . . . - . 82,707,000
1907 . . . . . 84,857,000
1908 . . . . . 91,030,000
1909 . . . . .  93376,000
1910 . . . . . 96,225,000
911 . . . . . 97,448,000

The production for the period 1906~-1I is
described as ‘“ not far from being as large as the
total stock of gold in various forms in Europe
and America at the close of 1848.”

§4. Along with this an exceedingly rapid growth
of bank deposits in various countries of the world
attests the growing economy of the use of coins
and the extension of the machinery of credit.

In England and Wales the aggregate of

1 United States Mint Estimates to 1911.
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bank deposits grew steadily from the sum of
£408,878,000 in 18g0 to £776,650,000 in 1g910. In
Germany and the United States the proportion-
ate increase has been far larger. The deposits
and current accounts in German Joint-Stock
Banks are given as £75,449,654 in 1890 and as
£353,367,853 in 1907. In the United States,
deposits in National and other banks grew from
$591,900,000 in 1890 to $2,545.500,000 in 1909.

A recent estimate of the Director of the Mint
in Washington indicates that the aggregate of
bank credit in the shape of loans and discounts
for the banks of the world has nearly trebled in
the period 1889-1910.

Associated with this extension of money and of
the machinery of finance are certain important
changes in the structure of businesses and in the
application of industrial energy. An increasing
proportion of the industrial and commercial
business of the world is passing into the form of
joint-stock companies. In the United Kingdom
the paid-up capital of registered companies
nearly doubled in the twelve years 1896-1908.
In the United States the movement has been
even faster, and in every country where capital-
istic methods of production and commerce are well
established, a similar structural change is taking

1 Report of the Director of the Mint, p. 59.
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place. An important effect and object of this
change has been to increase very largely the
proportion of the wealth of these countries avail-
able as a basis of financial operations, and in parti-
cular as securities for bank credit.

§5. Synchronous and connected with this
development of joint-stock enterprise has been
a very great enlargement of the area of profitable
investment. The enormous migration to the
United States, with the rapid expansion of its
mines and manufactures, has been accompanied
by financial operations on an enormous scale.
The rapid and assured prosperity of Canada,
following the realization of the agricultural re-
sources of the North-West, has coincided with a
continuous demand for capital on the part of the
states of Central and South America. The rapid
increase in the amount and the proportion of
European, and especially of British savings,
which has been flowing into these and other
foreign countries for investment, must be regarded
as factors likely to exert important influences,
direct and indirect, upon the flow of money and
the course of prices.



CHAPTER 11

THE PRICE PROBLEM. QUANTITY OF MONEY

§1. T HEstatementthatageneralrise of prices

has taken place this year means that

the quantity of money paid for goods
has increased faster than the quantity of goods.
This, at any rate, is true of a world in which it is
agreed that both quantity of money and quantity
of goods are increasing all the time. An inquiry
into the causes of a rise of prices involves, there-
fore, inquiring into the factors which regulate
the respective rates of the increase of money and
of goods. For a general rise of prices may be
attributed to an acceleration of the growth of
money or to a retardation of the growth of goods,
or to a combination of the two processes.

But first let us be clear what we mean by quan-
tity of money and quantity of goods. By money
we mean anything which has a general purchasing
power, by goods anything that is purchasable.
But a statement of the number and denomina-
tion of the coins and notes, and of the size of the
bank deposits upon whic.h cheques may be drawn
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at a particular time affords no information about
the quantity of money in its bearing upon prices.
Similarly, a statement of the number of the various
commodities and services which constitute the
stock of purchasable things at a particular time
sheds no light upon quantity of goods for the
purpose of price-change.

§ 2. By quantity of money, regarded as a factor
in price-change, we signify the amount of purchas-
ing power actually applied in buying goods during
a period of time, for example, ayear. By quantity

. of goods we signify the quantity of sales of material
articles and services actually made during that
period. The same money-forms may be used many
times in buying goods during the year. Thesame
articles or services, changed or unchanged in their
shape or nature, may be sold many times during
the same year.

_ In the case of money this obvious truth is
generally indicated by saying that money=cur-
rency and deposits multiplied by their respective
velocity, #.e. the number of times they change
hands in one year. In the case of goods which
figure several times in processes of purchase, for
example, as raw materials, semi- and fully manu-
factured articles, wholesale and retail merchandise,
they are counted according to the quantity of
‘transactions’ which they represent. Some econo-
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mists have preferred to keep a narrower significa-
tion of ‘ money ’ and ‘ goods,’ and to express the
price-equation in terms of ‘ purchasing power’
and ‘ transactions.’

But, seeing that the substance of each act of
purchase is the exchange of a sum of money for a
sum of goods, it seems better to retain the simpler
words ‘money’ and ‘goods’! for the general
terms of our price-equation, in preference to the
longer, vaguer ones.

§ 3. But, before opening out our investigation
into the increased proportion of money to goods
which constitutes our problem, we must examine
a little more closely what is meant by quantity
of money, and what determines how great the
quantity of money shall be. To tell the number
of coins and notes in use and the rapidity with
which they move, and the quantity of cheques
drawn in proportion to the average deposits, is
merely a descriptive account of quantity of money,
and of business habits. What we require to know,
primarily, isthe causes which determine quantity of
money. When we ask where does the money come
from with which persons buy goods, to tell us that
it comes from gold mines or from banks, is not the

1The term * goods * will be used throughout this work to
cover all sorts of things sold for monéy, whether raw materials,
finished material commodities, services or securities,
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sort of answer needed at this stage. The persons
who buy goods normally or regularly get the
money with which they buy them by selling
other goods. In a word, the ordinary source
of money is the money previously received for
goods sold. But where, we shall be asked, did
that money come from ? From other payments
made for other goods previously sold. Ina word,
setting aside for the moment the separate ques-
tion of how the different forms of money came into
existence and circulation, the quantity of money
applied at any time to buying goods has been
got by previously selling goods. If we could take
the books of all traders and other persons engaged
in selling anything, goods or services, the aggre-
gate of their gross receipts ot gross incomes
would appear to conmstitute ‘the quantity of
money ' for our price-equation.

§4. The importance of this approach towards
‘ quantity of money’ is, that it gets rid at the
outset of a mischievous assumption that the
origins of money are quite independent of goods,
and that the quantity of money may, therefore,
naturally be expected to vary with no relation
to the variations of goods.

Now, recognizing that the normal direct source
of money at any time is payments for goods, it
will rightly be presumed that the quantity of
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money should have a close relation to the
quantity of goods.

Andso it bas. Most changes in the quantity of
money are directly connected withand proceedfrom
changes in the quantity of goods or transactions.

If a tradesman or other business man finds
that the amount of money coming into his posses-
sion is greater than it was, the first and-most
natural explanation is that he is selling more
goods than he sold before. .

If the wheat supply of a market passes through
the bands of a new class of merchants or importers,
whereas formerly it passed straight from the
exporter to the miller, the new set of transactions
would presumably add as much to the goods side
as to the money side of the equation. Ifa country,
hitherto outside the commercial world, forexample,
a provinceof China, should come into it, its entrance
into the world markets would increase the aggre-
gate-of money just as much as it increased the
aggregate of goods. Previously, its supply of
goods and of money used in the buying and selling
of them lay outside the area of world-commerce,
now they are both brought in and they may be -
assumed to add as much to the one side of the
price-equation as the other.!

1This, of course, is only a general truth, requiring qualifica-
tion. If a country with a previous low-level of prices comes
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If all money were thus derived from prior
acts of sale, the aggregate receipts rising and
falling with the expansion or shrinkage of those
acts of sale, it would appear as if quantity of
money must vary directly and proportionately
with quantity of goods, and that therefore prices
must remain stable. And this would be true of
an industrial community, either fixed in popula-
tion and in its standards of production and con-
sumption, or growing in such a way that it did
not shift the proportion of its demand for different
classes of goods. The only way in which prices
could change, in a community where money
was entirely derived from previous receipts,
would be by a change in the direction of pur-
chases. If a larger proportion of money were
directed to buying goods whose production con-
formed to the so-called law of diminishing returns,
the result would be a reduction of aggregate goods
as compared with money, and therefore a general
rise of prices. Conversely, an increasing applica-
tion of money to purchase of goods, conforming
in their production to the so-called law of in-
creasing returns, would involve a general fall of
Pprices.

In such communities it would be necessary

into the world markets, it will add more to the quantity of
goods than to the quantity of money.
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to look for the explanation of every change of
prices to some alteration in the nature of con-
sumption, and so of demand.

§ 5. But though the main and normal source of
quantity of money is the payments made for goods
previously sold, ¢.e. gross receipts, this is not the
sole source. The quantity of money may be
reinforced from outside sources.

There appear to be two other ways.in which
purchasing power can come into being. Though
most gold coins are received in payment for goods
sold, some are not. These represent fresh gold
dug out of the ground and coined and stamped
as legal tender by governments for the miners,
who can take it, or its paper equivalents, and
buy goods with it, just as if they had received
it as payment for other goods which they had
sold.

This is an addition to the volume of purchasing
power which has no equivalent on the goods
side. £1,000,000 of this mew gold means so
much new purchasing power, and no more new
goods. Indeed, it would normally! mean a
reduction in the supply of goods. For the
£1,000,000 of new gold will have been got by
withdrawing some capital and labour from other

1 Unless it be regarded as a new ‘rich find * involving no
more use of capital and labour in gold-mining than before.
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industries in which they would have produced
a quantity of goods.

New gold, then, so far as it is used as purchas-
_ ing power, forms an addition to the quantity of
money derived from payments for goods sold.

§6. A second, and even more important sup-
plementary source of ‘money’ is new bank-
credit.

We must be careful to distinguish the nature
of this addition to the money which constitutes
gross receipts. When business men pay in to
their bank account the coins, notes or cheques,
received in payment for the goods or services
they sell, the bank ‘credits’ them with the
amount. But this ‘credit’ adds nothing to
the aggregate quantity of money, though it
enables buying and selling to be carried on
more conveniently than if the ‘money’ were
kept in the safes of the different businesses. It
is only a convenient way of keeping the money
belonging to the various business men who are
buying or selling to one another.

In tracing the sources of money we must
separate from the credit which thus represents
money paid in to the accounts of customers
out of their own resources, the credit which
represents advances or other loans made by
bankers. The bank deposits of a community
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at any given time are comprised partly by one,
partly by the other sort of credit. But, whereas
the former has never constituted an addition
to the stock of money got from payments for
goods, the latter has. When the banker first
loaned it, placing it to the deposit account of
his customer,! it operated as a creation of new
purchasing power. He who received the credit
found himself in possession of so much more
" ‘“money,’ and no one had any less than before.
Of course, as soon as this specially created
money has once been expended, it begins to
appear in the gross rece.ipts of the businesses
producing the goods on which it has been
expended, and passes into bank accounts on
ordinary terms with other cheques. What effect
this bank-made credit has upon prices is, of course,
exhausted by its first use by the borrower who
uses it to supplement ad exira his ordinary
supply of money got from selling goods. The

person who next receives it in payment for

! For convenience we here treat the banker as the sole
manufacturer of this credit. But, as we shall recognize in a
later chapter when we consider more closely the production
of credit, the banker only converts into a final monetary form
the ‘ securities ' which are the financial shadow or representa-

*tive of the ‘investments’ which the saving classes have
made, using stockbrokers and finance-houses as their agenta,
Out of the financial material of these securities and a certain
amount of gold or other legal tender held by him as a * re.

- serve ' the banker fashions and loans this credit.
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goods which the borrower buys, gets it not
as an addition, but as an ordinary part of
the gross earnings of his business. When'
first expended by the borrower it increases
the aggregate supply of ‘money’ in relation
to goods and raises the level of prices. The
level of prices once raised, it  continues to
assist the former amount of trade to be
carried on at the higher level, but in its fur-
ther ‘ circulation® produces no further effect on
prices.

If, then, we are analysing the supply of money
during any given period, it is only the increase
of credit during that period, not the aggregate
of credit, that concerns us. An addition to
the volume of credit affects the aggregate
volume of money in just the same way as a
new influx of gold, or of notes founded upon
gold. '

In understanding the relation of quantity of
money to prices, this separation of the part of
bank deposits paid in by customers from.that
advanced or loaned by bankers is absolutely
vital. For to begin the analysis of money, as
is often done, by regarding as fundamental
the distinction between coins and notes in cir=
culation on the one hand, and bank deposits

on the other, is to preclude the possibility of
2
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any satisfactory solution! It is, of course,
true that at any given time the monetary forms
in use can be divided into outside currency
and bank deposits. But that distinction throws
no light upon the question what determines the
aggregate quantity of purchasing power paid
for goods during the year. The really radical
distinction is between the money received in
payment for goods, some of which is paid into
bank deposits, some not, and the money not
received in payment for goods but coming

1 It may be true, for instance, as Professor Irving Fisher
argues, that a ‘ more or less definite ' quantitative relation
exists between the volume of coins and notes in circulation
(‘ money’ is his use of the term) and the volume of deposits.
But such a relation, if it exists, seems quite irrelevant as
a contribution towards explaining how quantity of gold
determines quantity of money, and so prices. For the portion
of deposits that represents payments made by customers into
their bank accounts plays no real part in expanding or con-
tracting, or otherwise determining the aggregate of purchas-
. ingpower paid for goods within the year. On the other hand,
the portion of deposits that represents fresh advances to
customers does increase the aggregate of purchasing power.
If Professor Fisher could show that these advances bore amore
or less definite quantitative relation to coins and notes in
circulation, or that the power were in any sense based upon
the latter, it would of course be an interesting and surprising
result. But whatever is the basis of bank advances, it is
evidently not the quantity of coins and notes in circulation.
It is therefore difficult to understand how the quantitative
relation between ‘ money,’ in Professor Fisher’s sense, and
deposits has any bearing upon the quantitative relation be-
tween gold and aggregate purchasing power,
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fresh from mines or banks. The last is the real
credit which affects prices.

§ 7. The supply of money, the aggregate of pur-
chasing power expended upon the supply of goods
during any given year, consists thus of three
contributions.

First and chief, the gross receipts from the
payments or purchases made during the year.

Secondly, the additional gold or notes issued as
currency during the year.

Thirdly, the additional credit issued as loans,
discounts or other advances by banks.

The new capital invested at home or abroad,_
though it figures financially as stocks and shares
with monetary values attached to them, and is
for certain purposes regarded as ‘ credit,’ does not
as such involve any increase in the volume of
purchasing power. The money saved and sub-
scribed as capital to a new Railway Company
would, had it not been saved, been spent, i.e.
applied as purchasing power to ‘demand’
consumable goods. Being saved and invested, it
simply conveys to the Company a power to pur-
chase engines, rails and other capital-goods needed
to establish and carry on the business. As such
it creates no new volume of purchasing power,
but only shifts the direction of its applica-
tion. Only so far as the stocks and shares may
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be used by the Company or its shareholders as
security for bank credit does this saving and
investing process cause or assist the expansion
of the aggregate volume of purchasing power.

What the conditions are which underlie the
creation of this credit, how far it is based on gold,
how far on goods, are questions for discussion
later on. At present, it is enough to recognize
that such new credit, when it is made, places
at the disposal of those who receive it a pur-
chasing power not derived from the previous sale
of goods.

It may very likely be thought that the dis-
tinction here made is unnecessary, because it will
be gencrally admitted that all ‘ money * has come
either from the mines or from the banks. But
such a comment is calculated to dull the edge
of our inquiry, which is chiefly concerned, not
with the technical origin of monetary forms,
but with the sources from which, in a given com-
mercial society, the current supply of money
comes to those who use it. For this purpose,
it is necessary to distinguish clearly the supply
which comes in the ordinary course of business, as
the gross income, or receipts of money for the sale
of goods, from the new supply which comes from
the mines or from bank credit.

For when it is maintained that the rise of prices
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is due to an acceleration in the supply of money,
this will not refer to that portion of the supply
of money derived from the previous sale of goods.
For an increase in this supply either presumes
the rise of prices which it is involved to ex-
plain, or, if it arises from a larger number of
sales at the same prices, it implies an increase
in the quantity of goods equivalent to the in-
crease of money, and so cannot be attended by
a rise of prices.

It is, therefore, evident that the increased
supply of money which is capable of raising prices
must come from one of the two extraneous sources,
entering as new gold or new credit. If it can be
shown that, since 1896, the increase of new gold
coming in as purchasing power, and the new
volume of credit (unaccompanied by a corre-
sponding growth of goods), form a large enough
addition to the aggregate supply of money to
explain a rise of prices amounting to some 2o
per cent., the purely monetary explanation will
suffice. ~

The practical questions in this section of the
inquiry may be thus stated :—

1. Can it be shown that the recent increased
output of gold, by its direct addition to the
gross money income of the community, and by
its indirect effect in stimulating credit, has caused
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an acceleration in the supply of money! greater
than the acceleration in the supply of goods arising
from enlargement and improvement of the arts
of industry ?

2. How far are other causes than gold, operating
upon the supply of credit, responsible for an
acceleration in the supply of money at a more
rapid pace than that of the supply of goods ?

1 It must be kept constantly in mind that supply of goods
for the purpose of our discussion means not goods offered for
sale, but goods actually sold. Supply of money means not

supply in purse or bank, but money actually used for pur-
chases.



CHAPTER 111

GOLD AND PRICES

§1. HEN we are informed that the gold
-\ ;—\ / producedduringthelastfifteen years
is a good deal more than a third of
the total production since the discovery of America,
and four times as great as the production between
1800 and 1850, and that twenty years’ production
at the present rate will double the gold supply
for the world, we seem to have within our reach
a sufficient explanation of any rise of prices that
has been taking place. The part played by gold
as instrument or basis of our monetary system
is so imposing that this increased output of gold
almost bludgeons the understanding into accept-
ing it as the cause of an acceleration in supply of
money great enough to raise prices some 20 per
cent.

If the owners of the thousand millions of pounds’
worth of gold, got out of the earth in the fifteen
years from 1895 to 1910, went into the markets of
the world with it, it might appear that their action.
would have a great eﬁe;:st in raising prices. But
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let us consider for a moment what the effect
would be of this direct increase of the supply of
money, to the extent of sixty-seven millions a
year.

We have seen that the total quantity of money
functioning during a year is comprised of the
gross incomes or receipts of all the members of
the community plus any new supplies of gold and
credit. Now the net income of the British nation
alone is roughly computed to be £2,000,000,000.
This at a very moderate estimate would
imply a gross national income of £10,000,000,000.
This sum of money, received within the year
as the price of the various goods and services,
is the main supply of money expended and
operative on prices. To'it must rightly be added
a large quantity of bank credit. But since no
even approximate figure can be given for this,
and its origin and mode of creation are not yet
discovered, let us leave it out of our account, -
and look only to the quantity of money con-
sisting of gross income. Suppose, once more
(a most generous supposition), that the gross in-
come of this country were one-tenth of the gross
income of the whole world, this would give
£100,000,000,000 as the quantity of money
operative for a year. To this sum there has been
added from an extraneous source the gross income
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of the gold mines, an amount of £67,000,000.
The gross income from gold-mining will have pre-
cisely the same amount of influence on general
prices as the same gross income got from the
textile or metal industries. The effect would
be an increase of the aggregate quantity of money
to the extent of 4§}yy. The influence upon
prices would thus be considerably less than 74
or v per cent. The actual influence of this addi-
tion to money in raising prices would of course
be much less, if allowance were made for the in-
crease of goods which has been going on,

Assuming, then, that the entire output of gold
was directly expended by those who get it from
the mines in purchasing goods, the effect in raising
world-prices would be very trifling.

§ 2. The triviality of the direct effect on prices
thus assigned to gold will be contested by some
economists, who insist that the first effect which
we admit is produced by the additional purchasing
power given by the gold will be continued and
enhanced by subsequent purchases made by
those who receive the first increment of purchas-
ing power.

Mr. Layton, for example, in his able treatise,!
discussing the direct effect on prices of an addi-
tional million of gold output, traces the first

! AndIntyoduction to the Study of Prices, D. 34.
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effect produced by those who with a million in
their purses go into the markets and buy
commodities. He continues -—

“ But the effect will not stop here : those who
have sold the commodities will find that they
in their turn have more purchasing power at their
command, either because they have sold more
goods, or because they have sold the same goods
at higher prices; and they sn their turn will there-
Jore make a larger demand on those from whom
they purchase. In this way the gross purchasing
power of the community will ultimately be in-
creased by the million pounds multiplied by
the number of times it changes hands during the
year—thbe first link in the chain having been
the demand of those who had the first claim on
the ‘gold.”

The error of this reasoning is contained in the
statement here italicized. It is not the case that
the first recipients of the £1,000,000 spent by the
gold-owners will be in a position to ‘“ make a
larger demand on those from whom they purchase,"
so as further to raise prices. This only seems
plausible if one assumes that the first expenditure
of the £1,000,000 is confined to certain specific
orders of commodities, raising the prices of these
and leaving others unaffected. If, for instance,
we supposed that the miners applied £1,000,000
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in increased demand for agricultural produce,
we might then assume that the farmers, who
received this additional £r,000,000 of income,
spent it in their turn upon certain sorts of manu-
factured goods which had not yet risen in prices,
and that, as the result of their increased demand,
the price of these manufactured goods rose. The
manufacturers in these particular trades, having
received £1,000,000 more income, might then be
supposed to go with it into the markets and buy,
not more agricultural goods (for they have risen
- in price) but more manufactured goods of other
sorts than those which they themselves produce.
So, by directing the new stock of purchasing power
first to one set of trades, then to another, it might
appear to exert the cumulative effect which
Mr. Layton claims for it.

But the assumption that it will or can so operate
is invalid. This will be seen at once, if we sup-
pose, as we ought, that the first demand made by
the mine-owners with their additional £1,000,000
is directed not to any one class of goods, such as
agricultural produce, but to all forms of goods
in due proportion. The first effect then upon the
expenditure of the £1,000,000 will be to raise
slightly all prices, say, to the extent of 135 per cent.
Now, though the first recipients of the £1,000,000 in
the various trades find themselves possessed of a
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little more purchasing power than before, they
will not go into the markets with it and buy
more goods. For they will find the prices of all
the goods they would seek to buy with their
additional purchasing power raised already to
a corresponding extent. They will, therefore,
not be able to make * a larger demand on those
from whom they purchase,” in the sense of
buying any larger quantity of goods. It is thus
evident that the effect of the £1,000,000 in raising
prices will be exhausted by its first application,
and no cumulative effect occurs. When its initial
effect on general prices has been made, the fact
that all future transactions must be conducted at
the higherprice-level will automatically prevent the

*exertion of any further effect in demanding goods
" and raising prices. Nor is this limitation really
affected by the question, whether the £z,000,000
is expended in the first instance in buying all
sorts of commodities or some few specified sorts.
Take the extremest of all instances, and sup-
pose the £1,000,000 entirely expended by gold
capitalists on diamonds for their wives. This
would leave all other prices unaffected, but
would raise the price of diamonds to a high
level, say, by 20 per cent. The diamond-mer-
chants with their enlarged incomes would buy
more of all sorts of other goods ; but the diamond-
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buying persons in all other industries would find
that the rising money incomes they found them-
selves possessed of, in consequence of the in-
creased buying of the diamond-merchants, were
more than offset by the enormous rise in price of
diamonds plus the slightly rising prices in all
other industries.

In a word, it can make no difference to the
direct effect of the [r,000,000 upon general
prices, whether it is exerted in the first instance
upon a selected group of commodities, or simul-
taneously upon all groups. It is only the distri-
bution of the effect among the various prices
that will differ in the two cases, the aggregate
effect on general prices will be the same, and
will be entirely compassed by the first exercise
of purchasing power on the part of the mine-
owners.

Thus it is clear that the increased output of
gold within the last fifteen years, though adding
very largely to the aggregate amount of gold
available for purchasing power, must have
exerted a comparatively trivial direct effect in
raising prices. Whatever this direct effort may
be, it cannot account for more than a small
fraction of the actual rise in prices that has
taken place.

§3. A short cut is sometimes employed to prove
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the increased supply of gold to be the .cause of
rise of prices. All economic articles, it is said,
exchange with one another in the ratio of their
marginal costs of production. This must apply
to gold as an article which exchanges against
(or purchases) general goods. If the marginal
cost of producing an ounce of gold has been
reduced, while that of producing general goods
has not been correspondingly reduced, an ounce
of gold must purchase a less quantity of general
goods than before, f.e. prices must rise. They
must go on rising until the cost of producing
the marginal ounce of gold is again equal to that
of producing a certain smaller quantity of general
goods. For gold-mining is an industry like
any other into which capital and labour enter
for the purpose of earning profits and wages. A
lowering of the cost of producing gold, as com-
pared with the goods produced in other in-
dustries, will, by making gold-mining more
remunerative than those others, draw capital
and labour into it in larger quantities. Gold-
mining will receive more, other industries less,
of the new capital sud labour available for
industry. This wii ng about an increased
output of gold, a reduceu ‘utput of goods. Thus
prices, the supply of gold being increased more
than the supply of goods, must rise, until the
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‘cost of producing marginal gold is once more
equalized to that of producing general goods.
The introduction of the cyanide process is
usually adduced as the chief instrument for the
lowering of the marginal cost of gold production
which is the alleged means whereby the rise of
prices is effected.

Now let us note the various assumptions upon
which this reasoning rests. The cyanide process
indisputably tended to allow the profitable
working of lower grades of ore than it previously
paid to work. It therefore tended to increase,
and to some extent must have actually in-
creased, the output of gold. But if each in-
creased output thus automatically brought about
a rise of general prices, that rise itself must act
as a check upon the further working of lower
grade ores, for it will have increased the price

- of the machinery, stores, fuel, and presumably
the wages which constitute the cost of working
the gold. Thus, unless we assume a continuous
series of technical improvements in mining
processes, we cannot account for a continued
acceleration of gold output.

*“ But,” it will be replied, ‘* the accelerated
output is not in question: it is an admitted
fact.” That is true. But whether it follows
from a reduction of marginal cost of production
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is not so certain. If gold were an ordinary
factory or laboratory product, a cheapening of
any process would cheapen the production of
all parts of the supply. «, But this is not the case
where an improvement in agriculture or in
mining simply Towers the margin of production,
lefting in a certain amount of new supply from
inferior sources. There will be some increase
of supply and therefore some effect on prices,
but that effect should be smaller in the case
of gold than in other articles and sooner ex-
haustéd, becausé of the reaction of the rising
prices upon the costs of working the entire
industry. -

The discovery of new rich mines or layers of
ore must probably be held to be a more effective
cause of the increased output than the lowering
of the margin of production. In truth, so far
as the effect in raising prices is concerned, it
matters not how the enhanced supply is got,
whether by lowering the margin or by an exten-
sion of high-grade ores. The increased output
of gold will bave a proportionate effect on prices.
But proportionate to what? Not to the in-
creasing output of gold, but to the supply of
purchasing power as an aggregate. In that
aggregate £1 of gold has no more direct influence
on prices than £1 of any other form of purchas-
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ing power. Now gold, as we recognize, plays
a small and a diminishing part in the aggregate of
money. Its output might go on for a long time
increasing at a fairly raffid rate without greatly
affecting the aggregate of purchasing power,
in which it formed a diminishing proportiqp.
The mere fact that its marginal costs had fallen,
or that new rich mines had been discovered,
would not necessarily increase appreciably the
volume of purchasing power, except upon one
supposition. That supposifjon it is, in_fact,
that underlies the entire structure of the gold1te
argument. It is that an increased supRIy of
gold somehow will necessarily expand the volume
of credit which is said to be based upon it, and
therefore enhances proportlonately the entn‘e
volume of purchasing power.

It is important to recognize quite distinctly
that there is no force in the a priori contention
that the cyanide or any other process, by cheapen-
ing the cost of producing gold at the former:
margin, can compel an adjustment of marginal
values between gold and goods. Gold is not the
chief but a supplementary form of purchasing
power, and a lowering of the margin of gold-
mining, which only increased somewhat the
annual addition to an imperishable article, might
continue a long time without making any large

g _
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direct addition to the rate of increase of pur-
chasing power as a whole.

Finally, as we have seen, if every economy of
production in gold-mining immediately began to
cause a rise of prices by forcing an increase of
‘ money,’ the effect of this economy in stimulating
output would at once be cancelled by the rising
cost of all the factors of production in gold-mining.



CHAPTER IV

GOLD AND CREDIT

§1. HE main contention of those who attri-

I bute to the expanding gold supply the

rise of prices is based upon an implicit

or explicit assumption that every increase of gold

produces, or tends to produce, a corresponding

increase of credit. Most of the gold, they argue,

will naturally flow into the bank reserves, so en-

larging the basis upon which is built that great

and growing fabric of credit which forms so large
a share of modern money.

The bulk of the new supply of gold will distri-
bute itself among the financial centres of the
world. Now bankers thrive not by holding large
stocks of gold, but by loaning the largest quantity
of bank credit they think they can safely loan at
the best price they can get for it. An increasing
flow of gold from the mines into the bank reserves
causes them to seek to induce their customers,
the trading, borrowing public, to borrow more
bank credit. In order thus to stimulate the in-
creased demand for the Inoney they supply, they
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lower the price, i.e. the bank rate. Thus a
larger flow of credit passes into the commercial
system. Business men supplement the supply of
money which comes to them in payment for the
goods they sell by this supply of credit. They
use this credit, as all money is used, to buy goods.
It enables them to apply more money in buying
goods than they could otherwise have done, or to
apply it earlier than they could otherwise have
done. It is true they will have to pay it back
again when the time for the credit is exhausted,
but meantime it will have enabled them to earn
more money than they would otherwise have
.done, so that the repayment of the loan will still
leave them with some money in their hands to
spend. Moreover, the credit which the banker
loans, though returned to him when the bill or
other advance falls due, will be used with as
little delay as possible for another similar loan,
so that the new supply of bank money, erected
on the basis of the enlarged gold supply, will
continue to swell the aggregate supply of money
available to purchase goods.

The various ways in which a lowering of the
bank rate is held to indicate and to produce an
increase of credit are familiar to business men.

A fall in the bank rate, or price of money in
the Bank of England, is the index of a similar
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movement in all the great joint-stock banks whose
credits stand in the last resort on the gold reserve
in the bank. So the market rate for loans is
lowered, and ‘ money ’ is cheapened. Now the
primary meaning of this ‘ money ’ in ‘ the city
is the advances for a few days made by bankers
to bill-brokers. A cheaper and freer supply of
money to bill-brokers encourages them to dis-
count bills at low rates, ‘‘ so that the banks who
regulate the money rate thus exercise a strong and
direct influence on the discount rate.”! Not
only so, but bankers are large discounters thems
selves, using brokers as intermediaries and buying
from them the bills. They also largely furnish
credit for stock exchange purposes to their
customers, and especially to stockbrokers who
finance the buying and selling of stocks for the
investing and gambling public. Finally, the
banks make credit advances to business men,
merchants, manufacturers, etc., for their tem-
porary convenience in emergencies, or to enable
them to take advantage of good business oppor-
tunities by enlarging their plant and output, or
to seize some favourable turn of the market.

The increased flow of gold which tends to
cheapen money induces all these classes of business
men who can use bank credit to go to banks and

1 Withers, The Meaning of Money, p. 126.
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‘ buy ’ larger quantities of it at the cheaper rate.
This ampler supply of ‘money’ they put to
the only use for which money is designed, viz.
to buy goods, services and securities. They
apply in the various markets the enlarged sup-
plies of purchasing powers got from the banks,
and up go prices. At first this rise of prices
will be chiefly in materials, fuel, machinery and
wholesale goods. Later on, the rise will extend
to retail prices and to wages. By the time these
latter prices rise, a large proportion of the in-
creased gold will be drawn from the banks into
ordinary circulation, to support retail and wage
payments at the higher level. Unless the inflow
of gold continues at a rapid rate, the rise of
prices would stop when the increased prices had
become so general that the enlarged volume of
credit, based upon the new gold, had been ab-
sorbed in conducting the current volume of trans-
actions upon the higher price level. If, however,
the enlarged influx of gold responsible for the rise
of prices continues, a series of similar effects will
be produced. Prices will continue to rise, if the
volume of money thus manufactured by the
bankers continues to increase faster tham the
volume of transactions it is called upon to con-
duct.

§ 2. This is the usual explanation of the way in
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which the increased output of gold has raised and
is raising prices. Its simplicity is, however,
marred by an unfortunaté perverseness in one of
the crucial facts of the process. The pivot of the
operation is the fall of the bank rate, produced
by the pressure of the increasing bullion in the
bank reserve. But has the bank rate been lower
during the years of this enlarged output of gold,
this increased reserve of bullion in the bank, and
this rise of prices? Not at all. On the contrary,
it has been higher than it was before the influx
of gold set in.

The following comparative table makes this
manifest :—

Gold Coin and

World Produc- [Bullion in Bank| Average

tion of Gold, | of England Rate of

fine ozs. (issue depart- | Discount.

ment), -
£ £

180 . . 5,749,000 21,818,000 4523
1891 . . 6,320,000 24,363,000 3322
1892 . . 7,094,000 25,519,000 2'522
1893 . . 7,619,000 26,425,000 3'058
1894 . . 8,764,000 34,309,000 2116
1895 . . 9,61 5,000 38,951,000 2°000
1866 . . 9,784,000 44,334,000 2478
1897 . . | 711,420,000 35,571,000 2636
188 . . 13,878,000 33,561,000 3245
1899 . . 14,838,000 32,268,000 3753




40  GOLD, PRICES AND WAGES

Gold Coin and
World Produc-|Bullion in Bank| Average
tion of Gold, | of England Rate of

fine ozs. (issue depart- | Discount,
ment).
L
1900 . . 12,315,000 33,331,000 3964
1901 . 12,626,000 35,830,000 3722
1902 . . 14,355,000 35,644,000 ¥329
1993 . .| 15853000 34,415,000 3756
1904 . . 16,808,000 34,412,000 3297
190§ . . 18,396,000 35,668,000 3'008
1906 . .| 19,471,000 33,942,000 4269
1907 . . 19,977,000 34,917,000 4'927

1908 . . 21,430,000 32,724,000 3013
1909 . 21,983,000 32,538,000 3100
1910 . . 22,023,000 32,081,000 3728
gIr . . 22,619,000 32,309,000 3467

A close examination of these columns yields
no support whatever to the theory of the causative
influence of gold on prices through the bank
reserve and the rate of discount, so far as this
country is concerned.

Though there was a large increase in the bank
reserve in the years immediately following 1894,
which appears to follow from the pressure of the
increasing gold, the new level attained in 1895
and 1896 was actually higher than in any sub-
sequent year, though the full influx of gold was
only just begun.! The subsequent enlargements

1 This abnormal reserve was of course due to the financial
crisis of the United States and the disturbance of world finance.
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of gold supply in the later 'nineties, and the still
more rapid enlargements of the following decade,
appear to leave the size of the reserve unaffected.
The variations of the rate of discount have no
discernible relation to the gold output, or even
to the bank reserve. It is true that the begin-
nings of the new stream of gold into the reserve
in 1894 and 1895 are accompanied by a great drop
inrate of discount. But the much greater increase
of the reserve in 1896 is, for reasons otherwise
quite explicable, attended by a considerable rise
indiscount rate. Generally speaking, it is evident
that the average rate of discount, after the new
current of gold had definitely set in, is consider-
ably higher than in the years preceding the
early 'nineties, and that the group of years with
highest rate of discount is the group 1go6-11,
when the output of gold was at its highest.

In a word, it is quite clear that the enlarging
stream of new gold has not flooded our bank
reserve, lowering the rate of discount, forcing in-
creased loans of money, and driving up prices in the
neat automatic way the gold theorists describe.

On the statistical evidence there is no prima facie
case to be made out for any such modus operandi.

§3. If we carry our statistical inquiry further
back, so as to cover the ’seventies and ’eighties
in which the yearly output of gold remained
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virtually stationary, and in which, with the
exception of 1876 and 1879, the reserve showed
no violent change and no general tendency to
increase, the variations of bank rates appear to
move with almost complete independence of both
sums. A low rate of discount is just as likely to
be accompanied by a low reserve as by a high one.

Nor can any connexion be traced during the
whole of this period (1870-1911) between rate of
discount and prices. As we know, prices fell
steadily and persistently from 1874 to 18g6.
Those who have argued that the cause of this
fall of prices was the restriction of the gold supply
are confronted by the fact that the rate of dis-
count throughout this period was considerably
lower on an average than the rate for the period
1905-1I with its * phenomenal ’ output of gold.

The following quinquennial averages of bank
rates are interesting testimony to the apparent
"disconnexion between output of gold, the course
of prices and the rate of discount :—

Years. Average Discount.
1870-74 » . . . . . L3yns
1875-79 . . . . . . 3008
1880-84 . . . . . . 3384
1 28 589 . . . . . . g: gg
:895-99 .. e e . ;::;
190§-09 . . . . . . 3663

910-11 . . . . . . 3596
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The only period in which low discount is associ-
ated with a large increase of gold output is 1895-
99. For the rest, we are confronted by the fact
that in the period of small gold output and rapid
fall of prices, 1875 to 1894, the average rate of
discount is considerably lower than in the last
decade 1goo-11, when the rapid rise of prices
has been accompanied by a great increase of
gold.

This brief examination of recent statistical
evidence is, of course, not designed as a proof
that the output of gold exercises no influence
through credit upon prices, but merely to dis-
pose of what may be termed the naive theory
of the relation between gold, credit and prices.
That this naive theory still survives may be-
shown from the following citation from a recent
argument by Professor Ashley: * The most direct
and immediate way in which an influx of gold
affects trade is by causing the banks to make
advances on easier terms, so stimulating enter-
prise and causing an increase in the demand for
commodities and services, and consequently a
rise of prices.”” ! Now the increasing flow of gold
from the mines during the recent period of rising
prices is not seen flooding the bank reserves of
this and other European countries, lowering the

1 Gold and Pyices, p. 22.
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rate of discount and thus stimulating credit, and
raising prices.

§4. But the rejection of this nalve theory that
gold produces credit does not involve a repudia-
tion of all causative relations between gold and
credit. There is abundant evidence connecting
expanding bank reserves with expanding credit
and with rising prices. It is the order of the
causal connexion between these three quantities
that is in question. The great output of gold
rendered it possible for large flows of gold to pass
into bank reserves, if they were wanted there.
Whether they were wanted, might depend upon
the quantity of credit that was wanted, and which
gold would serve to guarantee ; and the quantity
of credit wanted might depend upon the profitable
uses to which it could be put. These profitable’
uses might imply high prices, and the increased
supply of credit might make these prices higher
still. This hypothesis reverses the order of causa-
tion usually adopted by the holders of the naive
hypothesis. But it equally explains how a large
output of gold, large bank reserves, large credit
and high prices may co-exist, as, in fact, we find
them. And it has the advantage of explaining
how a high rate of discount may intervene between
a large bank reserve and arise of prices. For if
we suppose as our starting-point a profitable
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use for credit, the large demand for credit this
implies will explain how, even at a higher rate of
discount and of interest, larger borrowings may
take place, these larger borrowings in their turn
calling into the bank reserves whatever portion
of the ampler gold supply is needed to sustain or
guarantee the enlarged credit. On this hypothesis
gold is not the chief efficient cause or stimulus of the
enlarged credit, but it is, or may be, an essential
or at least a facilitating condition of its produc-
tion. If it had not been for the large gold out-
put, it might have been difficult or impossible
to feed the money markets of the world with the
increased quantity of bank-money required to
conduct the volume of trade on its most profitable
basis.

§ 5. The valuable analysis of the distribution of
the new gold among the various financial centres
of the world, and of the notes and loans associated
with it, recently made by the Director of the Mint
at Washington, gives much support to this inter-
pretation of the phenomena.

In the first place, his analysis of the disposal of
the new gold serves to dispel the notion of an
automatic flooding of the bank reserves and a
consequently forced expansion of credit. It sub-
stitutes the guiding principle that gold flows into
those uses and those countries where there is a
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demand for it, and that, to understand the effects
of the increased output of gold, it is best to in-
vestigate the sources of demand.

The Director of the Washington Mint takes
two periods for investigation, 1890 to 1899 and
1900 to 1910. His summary of the uses of the
new gold in these two periods is as follows —

F1rsT PERIOD, 1890-99

Industrial Arts . . . $570,000,000
Banks and Treasury of Umted States . . 260,000,000
European Banks . . . . 686,800,000

Banks of Canada, Australasia and South Africa 59,700,000

Total . 1,576,500,000
Other banks, circulation, private holdings, etc. 383,500,000

Total . 1,960,000,000

SECOND PERIOD, 1900~10

Industrial Arts . . . . . . $958,000,000
India . . . . . . . . 433,000,000
Egypt . . . . . .. 146,000,000
Bank of ]apan . 69,000,000

Banks and Converswn Funds of South
America . . . . . . . 343,000,000
Banks of Mexico . . 28,500,000
Banks and Treasury of the Unlted States . 726,800,000
Banks and Treasury of Canada . . . 85,700,000
Banks of Australasia and South Africa . . 95,600,000
European Banks . . . . . . 863,200,000
3,748,800,000

Other banks, circulation, private holdings, etc. 288,200,000
Grand Total . 4,037,000,000



GOLD AND CREDIT 47

During the first period, the decade 18g0-99,
the production of gold was approximately
$900,000,000 greater than in the preceding decade.
“ The increase was largely taken for the reorgani-
zation of monetary systems and for strengthening
bank reserves. The gold reserves of European
banks increased by 75 per cent., while the paper
issues increased less than 5 per cent.” Reference
to the fuller analysis accompanying this state-
ment shows that loans and discounts of European
banks increased about 37 per cent. Of the gold
flowing into European bank reserves, amounting
to $686,000,000, no less than $535,000,000 was
taken by the State banks of Austria-Hungary,
Russia and France, the first two being engaged
in reorganizing their currencies on a gold basis,
the last, France, in accumulating gold in pur-
suance of the policy it adopted after suspending
the free coinage of silver.

The most distinctive feature of the second
period is found to be the enormous proportion of
the gold which flows into uses that are not directly
effective upon world-prices.

Nearly half the aggregate output is placed in
this category, including not only the industrial
consumption, but the amounts allocated to India,
Egypt, Japan, South America and Mexico.

India and Egypt have been rapidly absorbing
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larger quantities of gold in the settlement of their
trade balances, and that gold does not pass into
currency or figure largely in bank reserves, but is
hoarded. The absorbing power of India is noted
as a fact of first-class significance. “ In the
ten-year period, 189099, the net imports plus
the country’s own production (of gold) were
$135,800,000; for the eleven years, 1900-I0,
they aggregated $433.800,000, In the British
fiscal year ending March 31, 1911, they 8mounted
to $90,487,000, or about one-quarter of the world’s
production after the industrial consumption was
provided for. If the ability on the part of India
to take and pay for gold proves to be permanent,
it is apparent that there will be no over-supply to
tropble the rest of the world.”

When the Director of the Washington Mint
includes Japan and South America in the uses of
gold which are *“ not directly effective upon world-
prices,” he means apparently that this gold does
not pass into circulation or form a basis of note
circulation to any appreciable extent. But in
both cases the influx of gold into bank reserves
has been accompanied by a large expansion of
bank credit in discounts and loans, and thus in-
directly may be * effective upon world-prices "’
so far as it is needed to sustain credit.

The closer analysis shows that for whatever
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direct or jndirect effects of the enlarged output
on world-prices have occufre¢ we must look
outside Europe. For during' the eleven-year
period, 1900-I0, it appears that banks of issue
in Europe increased their gold stocks by about
51 per cent. and their note issues about the same,
while “their advance on loans and “discounts
increased about 25 per cent., or by a lower per-
centage than during the previous period.” He
does not-think that the new gold taken by Europe
has greatly enlarged ‘the quantity of money,’
‘“ going almost wholly to the rehabilitation of
monetary systems and to strengthen and buttress
the institutions of issue.”

“ England, sitting at the cross-roads of the
world’s exchanges, financing enterprises in all
quarters of the globe, holding a larger volume
of international credits and payments than any
other country, presents the anomaly of holding
less of the new gold than any other important
country. The loans and discounts of her banks
increased $450,000,000 with a gain of enly
$10,000,000 in its reserves.”

But while Europe, taken as a whole, has chiefly
used the new gold which shg has absorbed in
reorganizing her monetary systems, and has only
exhibited a moderate increase of her ‘ money ’ in
the shape of coins, notes and loans and discounts,

4
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evidently the New World has shown a very great
expansion of the various forms of money. The
following summary of the Washington table?® will
serve to illustrate this :— '

GoLD STOoCK
Banks December 31, | December 31, | December 31,
and Treasuries. 1889, 1899. 1910,
$ $ $
Europe . .| 914,396,264 |1,601,253,370 | 2,464,452,800
U.S.A. . .| 423,906,282 | 683,889,570 |1,410,721,622
Australasia . . 89,853,167 | 106,432,311 | 184,500,000
Canada . . 7,322,710 22,630,559 | 108,200,000
South Africa . §,000,000 32,800,000 50,400,000
Japan. . . §1,571,000 | 111,196,000
.Grand Total 1,440,478,423 | 2,498,576,910 | 4,329,469,422
*  NOTES IN CIRCULATION
Banks December 31, | December 31, | December 31,
and Treasuries. 1889. 1899. 1910,
$ s $

Europe . . 2,818,!98,48! 2,973,'94)348 4,32417'61358
USA .. . 126,521,364 | 199,411,492 | 684,163,511
Australasia . . 29,078,000 21,995,908 | 107,240,549
- . 32,207,144 41,513,139 82,120,303

South Africa . 5,036,093 9,091,762 8,773,000
Japam. . .| 78,871,326 124,779,806 | 200,009,214
Grand Total . [3,089,914,408 |3,369,956,545 | 5,407,022,935§

¥ Supplemented in the case of Japan by an independent
estimate of gold stock for 1909 and 1910,
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LoANS AND DISCOUNTS
Banks December 31, | December 31, | December 31,
and Treasuries, 1889, 1899, 1910,

.

Europe

U.S.A. .
Australasia .
Canada .
South Africa

Japan.
Grand Total

$
. |3,031,196,402

3,842,272,!31

$
4,184,131,405
5,167,895,610

$
5,146,396,802
12,855,303, 194]

623,589,880 | 492,110,885 | 626,862,333
149,958,980 { 251,467,076 [ 870,100,890
25,620,935 | 107,044,970 | 179,028,958
109,874,197 | 501,357,073 | 915,641,306
7,782,512,534 |10,704,007,019/20,503,333,483

Assuming that this analysis of the flow and
uses of new gold and of the monetary systems
with which it is connected is approximately
correct, we are driven to the following con-

clusions :—

1. That there has been during the period
1889-1910, and especially during the period
1900-I0, an extremely large expansion of

quantity of money.

2. That .this expansion of money has chiefly
been an expansion of credit.
3. That this expansion of credit has required
and obtained an increased quantity of

gold for its support.

4. That the expansion of money has been
chiefly operative in North and South
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America, and in other mew developing
parts of the world.

§ 6. The whole drift of this evidence is towards
a reversal of the order of causation commonly
adopted by the goldites.

Their underlying assumption is that an in-
creased output of gold has power of itself to
expand credit and so to force up prices. The
evidence as to the disposal of the mew gold
suggests, upon the contrary, that the initial
force is exerted in the shape of a demand for a
larger volume of credit, and that this demand
draws into the banks of the countries where
it is operative the requisite amount of gold
to sustain it. Thus the increased quantity
of money appears in response to a demand
for it.

The phenomenon of primary importance in
studying the enlarged quantity of money and
the rise df prices with which it is connected, is
this rapid new demand for credit in the newly
developing countries of the world. )

The fact and the nature of this enlarged de-
mand for credit are alike indisputable. If the
increased output of gold were closelycorrespondent
in time and in amount with the rise of prices,
and if it were the only important economic
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event that was so correspondent, there would
at least be a strong presumption for its causative
efficiency.

But coincident with the enlarged output of
gold and the rise of prices has been at least one
other economic change of first-rate importance,
viz. the opening up of large new areas of profit-
able investment in a number of new countries.
It is here perhaps that we find the chief key to
the mystery of the rise of prices. Has the
enormous new demand for capital to supply the
developmental work in these new countries,
through its action on the money markets upon
the one hand, and the direction of purchasing
power on the other, been a chief instrument in
the rise of prices? Let us address ourselves to
this hypothesis.

§7. Has the area of profitable investment
expanded faster than the supply of new
capital? The answer must be .in the affir-
mative, for otherwise it is impossible to explain
the rise in the hire price,. the interest, of
new capital. The actual rise in the rate of
interest for recent capital means that the
demand for capital has been in excess of the
supply -at the earlier rate. No other explana-
tion can be given of the fact that 4 per
cent. can now be got for whole classes of
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securities which fifteen years ago yielded only
3 per cent.}

How far is this attributable to an acceleration
in the expansion of areas of profitable invest-
ment or to a retardation in the growth of capital,
or to a combination of the two processes ?

In all recent discussions of the fall in prices

of Consols and other gilt-edged securities, it
has been agreed that a chief cause has been the
superior attraction to investors of fairly safe and
more remunerative investments in Canada, South
America and other foreign countries. Canada
and South Africa have within the last fifteen years
made enormously rapid calls upon the new
savings of this country and the financial world
.for the development of their natural resources :
- ‘India, Australasia, Burma and the Straits
Settlements have borrowed increasing sums.
The Empire has suddenly sprouted with rich
financial propositions, which have been brought
with growing skill and assiduity to the attention
of our investing classes. Not less important has
been the appeal of the group of South American
countries, with Argentina and Brazil at their
head. Japan and now China have joined the
band of competitors for new capital.

1See “ The Rate of Interest since 1844,” by Mr. R. A.
Macdonald, Josrnal of the Statistical Soc., Mar, 1912,
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Improved communications, fuller and more
reliable information, and greater confidence in
the fulfilment of financial obligations, have
brought new countries into the position of
effective borrowers and have improved the
borrowing powers of those already in a position
to draw upon Western capital. The lesson of
repudiation has been learned well, if mnot
perfectly, even by countries subject to violent
political upheavals. The technical apparatus of
international finance has been greatly improved
and extended in its operations. A part of this
improvement, indeed, has been the better dis-
tribution and utilization of the expanding gold
supply. The considerable supplies of gold which
have gone to form reserves in Argentina and .
other countries have certainly assisted to raise
their borrowing capacity. But the main factor
has been the discovery and opening up of new
rich stores of natural resources for the future
production of foods and of manufacturing
materials. Great new tracts of country have
recommended themselves as absorbents of new
capital for developmental work and for pro-
ductive industries. Far more than half of this
new work is road-making, chiefly railroads :
next comes borrowing by States or Munici-
palities, largely for roads and other public works ;
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then mining, and then banks and finance com-
panies. Though oil and rubber have figured
largely in the last few years, comparatively little
of the total borrowing is for purposes which
fully fructify at once or in the near future in
useful commodities. The bulk of the applica-
tion of new capital for overseas investment is
for developing lands which will at some later
time contribute to the supplies of foods, materials
and manufactures of the world.

This wide and deep appeal to the investing
public has been synchronous with the new
output of gold. But its connexion with it is
not very close. For though the capital de-
manded and supplied is represented in financial
figures of stocks and shares, its substance con-
sists in the supplies of engines, machinery, rails
and -stores, etc., which go to assist labour in
foreign lands in the actual work of development.

This recent growth of the market of invest-
ments plays, in my judgment, so important
a part as a contributory force to the rise of
interest, and thuy indirectly to the rise of
prices, that it may be well to append the
following table, showing the extent of the
increasing pull of colonial and foreign invest-
ments upon our British supply of new capital
in recent years.
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BRITISH CAPITAL INVESTMENTS (PUBLIC ISSUES)

PERCENTAGES !
: Indian and S
English. "~ 1onial | Foreign.

1899 . . . . 53 22 25
1900 . . . . 8o 14 6
1901 . 75 18 7
19502 , 56 26 18
1903 . 39 47 14
1904 . 40 29 3t
190§ 31 29 40
1906 30 22 48
1907 25 22 53
1go8 . . . . 26 32 42
1509 . . . . 14 40 46
1910 . . . . 19 36 45
911 . . . . 16 31 53
1912 (to September) . 24 28 48

§8. Starting, then, from the established fact
that the period whose price-movement we are
investigating has been marked by an immensely
rapid expansion of the area of genuinely profit-
able investments, let us consider what the
influence of this fact will have been upon world
industry and prices. _

It will have two related immediate effects.
It will raise the rate of interest, the price of the
use of capital rising because the demand has
exceeded the supply at the former price. This

! Bankers' Magazine, vol. Ixxxviii. p. 616. Supplemented
by figures for 190g~x2 furnished by Sir G, Paish.
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high rate of invested capital will induce the
business classes to borrow more freely from
bankers and other manufacturers of ‘money,’
in order to seize the favourable opportunities of
investment which present themselves. If it be
admitted that the large output of gold, swelling
the bank reserves, stimulates a free supply of
cheap money, business men will evidently try to
get hold of this cheap money in order to invest
it advantageously. This scramble for bank
money may go so far and so fast as to counteract
the tendency of the flow of gold into reserves to
depress the rate of discount. A large amount of
borrowing may continue at a relatively high
rate of discount, provided that the oppor-
tunities of new investments are such as to leave
a profitable margin on such transactions.

This large borrowing of bank money will go
further, if it is wanted not only for financial
operations, but also for development of ordinary
businesses at home. Now this will be the case.
For the capital supplied in such great quantities
for developmental work in the new countries
materializes in the shape of rails, engines,
machinery and stores bought and paid for by
the new scrip. The increasing demand in the
markets for these materials and goods will have
a generally stimulating effect on prices. The
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coal and iron trades, the machine-making, ship-
building and transport trades will feel the first
effect of this enlarged demand for concrete
capital. All the orthodox indications of im-
proving trade will begin to present themselves.
Prices will begin to rise, and there will be an
expectancy - of further rises. Manufacturers
and merchants will now find that trade is profit-
able, and they too will want to make hay while
the sun shines. They will desire to enlarge their
productive operations and their output, so as
to take advantage of the large sale at high prices.
They too will seek to borrow bank .money.
Their large borrowing will also tend to raise the
price of ‘money,’ which the free flow of gold
tended to depress. But the healthy condition
of the industrial outlook in an era of rising prices
will raise the value of the securities which
business men can pledge to the banks, and so
the latter can expand the volume of credit which
they give to business men,

Another consideration, the full significance of
which will be discussed later, conduces towards
the same result. This epoch of increasing gold,
enlarging investments and rising prices, has also
been an epoch in which the combinative forces
in modern capitalism have brought about the
foundation of trusts, cartels, pools, conferences
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and trade agreements of various forms and
strengths, all designed to raise or hold up prices
and increase the margin of profits and dividends in
many important trades, and particularly in those
engaged in the fundamental industries of mining, .
machinery and metals, shipbuilding, the transport
trades and banking. Here is a separate source of
rising prices and remunerative investments. .

Thus, both financially and industrially the new
areas of profitable investment will stimulate the
production of a great increase of purchasing
power, manufactured by bankers and financiers,
and placed at the disposal of investors and
business men. This new volume of credit,
representing a rapid large addition to the aggre-
gate supply of money, will be used for the only
purpose that money serves, viz. to demand
goods. The effect of this large rapid demand for
export goods in order to develop Canada and South
America, and for machinery, plant and materials
in order to emlarge businesses at home, will be
further to strain the call upon available supplies
and to cause a further rise of prices.”

This analysis, starting from the emergence of
new areas of profitable enterprise, explains how
it is that the increased output of gold flowing
into bank reserves has not in fact reduced the
price of ‘ money,” and how in spite of the higher
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price of money more money has been borrowed.
The large influx of gold does not play the directly
determinant part claimed for it by goldites. It
has not been a chief efficient cause of increase of
purchasing power and higher prices. But it has
been a favouring condition to this process. For
had there been a constriction of the gold supply

. and bank reserves been low, the price of money
would have been higher than it -has been, the
aggregate amount of borrowing less, the subse-
quent demand for goods reduced and the rise of
prices correspondingly less.

§ 9. But even this limited part assigned to gold
as the regulator of the production of purchasing
power and so of prices must be subjected to further
qualifications. )

For synchronous with the recent expansion of
profitable capitalism has been an immense exten-
sion and improvement in banking and other
financial apparatus, alike in the old and the new
countries of the world. In the older countries
the transformation of an increasing proportion
of industrial and commercial undertakings into
joint-stock companies with negotiable securities
has immensely facilitated the credit system. The
development of ordinary banking so as to reach
larger areas of the population and lower strata
of commerce, the amalgamation of hitherto
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competing banks, proceeding until in this country
a score of companies has absorbed almost the
whole business, the expanding part taken by banks
in discounting bills and in financing business,
the perfection of the clearing-house system, the
improved co-operation of banks with one another
in crises and the confidence of the great banks
that Governments will stand behind them in
times of great emergency, signify two important
" changes in the ‘ money’ situation. First, they
imply a great improvement in the negotiable
capacity, the mobility, of credit notes of different
sorts, a wider and a deeper confidence which
induces the ready acceptance of notes and cheques
and all orders of negotiable instruments. This is
the joint effect of improved financial apparatus
and of popular education, and it means increased
mobility for all sorts of paper money. Other
things equal, this implies that pieces of money
will change hands more frequently, or in other
words, the same quantity of money-instruments
will function as a larger quantity of purchasing
power in a given time thaa it did before.
Secondly, these changes in financial methods
diminish the importance of gold, not only in
actual currency, but, far more important, for
purposes of reserve, Not merely do they allow
the building of a larger structure of credit upon
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a given quantity of gold, but they impart a degree
of elasticity to the credit system as a whole which,
at any rate in normal times, almost releases it
from any definite gold control. For ordinary bank-
ing and finance is being conducted with less and
less regard to that portion of the final reserve in
the Bank of England which consists of gold. This
statement is quite consistent with the maintenance
of a more or less regular relation between the
size of the gold reserve and the rate of discount.
Even in times of abnormal stress the final defen-
sive measures taken by banks, with or without
the co-operation of the Government, indicate a
diminishing belief in the doctrine that gold is the
operative basi$ of the credit system. It is true
that the movement of gold from London to New
- York and from continental centres to London
during the financial crisis of 1907 signifies that
gold still plays a significant part in the monetary
system of the world. But it must be remembered
that it was not only or chiefly the infusion of gold
into the bullion-vaults of America that enabled
recovery and gradually restored confidence. It
was the general confidence that the banks pos-
sessed adequate claims upon the real wealth of the
country and would meet these claims. Although
the Clearing-house Certificates, which at such
times the banks have been in the habit of issuing -
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as mutual guarantees in lieu of specie payment,
do not always succeed in satisfying depositors
at the time of a panic, they do ease the situation

and secure time for creditors to realize that they
" have adequate assurance of payment if they
wait. ’ :

§ 10. Before the Royal Commission on Gold
and Silver, which in 1887 was investigating the
converse of our problem, viz. the persistent fall
of prices, Dr. Marshall gave the following summary
of his view of the relation between interest, dis-
count and prices : * My position is that the mean
rate of discount is governed by the mean rate of
interest for long loans ; that again is determined
by the extent and the richness of the field for the
investment of capital on the one hand, and on the
other by the amount of capital seeking invest- -
ment. The amount of capital has been increasing
so fast that, in spite of a great widening of the
field of investment, it has forced down the rate
of discount. The fall in the rate of discount so
caused failed to stimulate speculation, because
it was itself caused by the difficulty of finding
good openings for speculative investment ; this
difficulty being in part due to the fear that prices
would go on falling.” ?

Thus was explained the coincidence of a low

1 Cd. 5512, p. 7.
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rate of discount with falling prices. The problem
we have to solve is the converse of this, a high
rate of discount with rising prices. May not the
solution lie along the lines of the same formula?
May we not say: ' The field of investment has
been widening so fast that, in spite of an increasing
amount of capital, it has forced up the rate of
interest and, by a necessary consequence, the rate
of discount ” ? This indeed can hardly be called
a hypothetical ‘explanation : it is a statement of
admitted facts. For the price of the use of
loanable capital, like every other price, can only
rise by a scarcity of supply in relation to demand.
Now no one suggests that there has been any
absolute failure in the supply of new capital : on
the contrary, it is admitted that the supply has
‘been increasing with considerable speed. There-
fore the rise of interest can only be due to an
increase in the demand for it proceeding at a still
more rapid rate.

The improved political and economic security
of South American States, the new rich discovery
and development of resources in Canada and South
Africa, the bringing into the area of investment
of vast new tracts of Asia, form new large factors
in this demand for capital. The increased output
of gold indeed affects this enlargement of invest-
ments at tyo points. The South African demand

5
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for capital has largely arisen from the goldfields.
The improved confidence in South American in-
vestments may be attributable in some measure
to the large amount of gold which has in recent
years flowed into her banks and conversion funds
(estimated by the Report of the United States
Mint at £68,000,000 during the years 19goo-10).
But in the main this enlarged demand for
capital must be attributed to the development of
concrete opportunities for the production of
wealth, an increase of the actual yield per unit of
fresh capital as compared with the preceding
conditions. The rise of interest is explained, at
any rate in large measure, by this appearance of
new profitable uses for capital. The large flow
of new savings from Great Britain and other old
industrial countries into these remunerative
fields made fresh capital relatively scarce at
home and raised its price. A high rate of interest
meant that bank-money could be advantageously
employed in buying stocks and shares by those
who could get hold of it. Persons with securities
to pledge would seek to invest or speculate more
freely than in other times. Thus banks and
finance companies who manufacture credit would
find an increasing demand for this ‘ money’ and
this increasing demand would tend to cause them
to raise the rate they charged. For though the
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larger flow of gold into the bank reserves would
mean a larger supply of bank-money, that supply
would not have grown as fast as the demand. So
it would come to pass that a larger quantity
of credit was created for sale at a higher price.
Thus the paradox of the failure of the increased
output of gold to keep down the rate of discount
would be explained.

The next effect would be that the increased
quantity of credit would operate in the markets
for goods as increased purchasing power. For the
only use of this credit is to buy goods. The new
concrete capital brought into being by the en-
larged demand would consist mainly of materials,
machinery, food-stuffs and other articles required
for the developmental and industrial work in the
new borrowing areas, and for ships and other
transport work. But whatever were the actual
uses to which the enlarged flow of credit was put,
it must primarily operate as new purchasing power
in the markets of the world, and its operation
would raise the general level of prices.

Now rising prices, however caused, mean pro-
fitable trade. And profitable trade, “with high
and rising prices, stimulates business men. tg -
borrow money, not for speculation but for the
enlargement of their business operations. Thus,
as soon as the first effect of the expanding area
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of investments in raising prices is felt, that rise
of prices exerts a further stimulative influence
upon demand for ‘money’ and that increased
output of ‘money’ carries prices higher. The
psychological nature of this movement is well
recognized. Rising prices, with the expectation
of further rises, stimulates borrowing and buying,
and so helps to fulfil the prophecy.

When, from these or any other causes, the level
of prices has been raised, more credit instruments
will be required to carry on the larger value of
transactions at this higher level. On the theory
that the supply of credit instruments rises and
falls proportionately with the supply of gold to
the reserves, the actual rise of the price of credit
must be interpreted as an admission that the
supply of gold has been inadequate to keep down
the price of money. This interpretation, as we
perceive, is supported by such facts as we possess
with regard to the actual distribution of the
recent gold supply.

This course of reasoning appears to furnish a
more valid explanation of the several sorts of
fact than the gold theory. It does not repudiate
the influence of gold, but it makes it supplement-
ary to the flow of a more vital current of economic
power.

Both have in‘common the attribution of the
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rise of prices to an expansion of purchasing power
in the form of credit. But whereas the goldites
fail to show how the increasing output of gold
expands credit, those who start from the expand-
ing area of sound investments can make good the
causal connexion with the money market.

It may then be granted that new gold dis-
coveries and improved methods of treating the
ore have greatly enlarged the output, and that
this enlargement must continue so long as ounces
of new gold can be produced more cheaply and
more profitably than the goods which can be
bought for their mint price, £3, 18s. gd. It may
also be admitted that the new output makes a
small direct addition to the aggregate of purchas-
ing power, and that indirectly through the bank
reserves it facilitates the operation of other forces
which increase the volume of purchasing power.
But there is no ground for attributing to the
enlarged output of gold any considerable power to
force a rapid rise of prices, or to ascribe the actual
rise that is taking place to that cause. The rise
of prices, chiefly due to other causes enhancing
purchasing power, or retarding the production
of goods, acts as a check upon the increasing
output of gold which would have been far greater
than it has been, but for this diminishing pur-
chasing power of an ounce of gold.
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APPENDIX

So much in the foregoing argument depends
upon the manner in which plentiful bank credit
affects prices, that it may be well here to refer to
a view that contravenes that taken here. This
view is thus succinctly stated by Mr. Edward R.
Pease in a valuable tract, Gold and State Banking,
issued by the Fabian Society. Speaking of the
effect of an increased flow of gold into the Bank
Reserve and its effect in lowering discount and
interest, he continues: * But low rates of interest
mean cheap trading and low prices. So the first
effect of more gold is not to raise but to lower,
even if only a little, the range of prices.” Ina
footnote, the writer adds: ‘ Some economists
argue that a low rate of discount encourages
loans for the purchase of commodities and so
raise prices. But the new loans may also be
applied to the production of more commodities
and so lower prices.”

Here there is a confusion of thought between
the immediate and the subsequent effect of en-
larged credit. No such distinction is admissible
as is here suggested between loans * for the pur-
chase of commodities " and loans * applied to
the production of more commodities.”, Business
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men who take advantage of relatively low
discount to borrow more money, in order to
enlarge their productive operations, must apply
it in the first instance to increasing the amount
of money they use to buy plant, materials and
labour, the means of enlarging production. The
first effect, therefore, must be to raise the price
of the productive goods and services and so to
raise the general level of prices. Whether a
secondary and subsequent effect may or may not
be so large an increase in the output of com-
modities that general prices fall to a greater
extent than they were raised by the first opera-
tion of enlarged credit, depends upon the pro-
ductivity of the new productive goods and
services. If the stimulation given to industry
by the cheap credit operates largely on trades
subject to the so-called law of increasing returns,
a fall of prices, greater than the original rise,
may ensue. If the new credit operates chiefly
on trades subject to the so-called law of di-
minishing returns, no corresponding fall may
ensue. But in any case-the first effect of more
bank money is to raise prices.



CHAPTER V

THE BASIS OF CREDIT

§1. E have now ascertained that, so far
\;-\ / as increased quantity of money is
responsible for the rise of prices, it
consists mainly in expansion of credit. This ex-
pansion of credit is not caused by the increased
output of gold, though that increased output
may be regarded as a necessary condition of ex-
panding credit. To what, then,isitdue? This
question has been partly answered by reference
to the increased demand for credit for the
financial operations involved in the exploitation
of new countries.

But that increased demand for capital does not
in itself explain how the volume of credit has
been created. That explanation is found in an
extension of the materials and machinery for
the production of credit. Credit is produced by
bankers and financiers, out of what? Not
chiefly out of gold, and never merely out of gold.
The main staple out of1 ’which credit is made is
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vendible goods, and the extension of credit must .
be attributed mainly to a growth of the vendible
goods which can be used for making it.

That goods, not gold, are the main basis of
credit is clear from an examination of the
processes of making it.

The following clear account of the leading
forms of credit is given by the late Lord
Farrer:'— .

““ The debt or credit is either the considera-
tion for goods already sold, or services already
rendered, or it is an anticipation of the proceeds
of future sales or future services. If I receive
bank-notes or gold or a cheque for goods which
I sell, or for services which I have rendered, and
pay it into my bankers, the credit he gives me,
or the debt he owes me, represents the return I
get for what I have already sold or done. It is
that return turned into a convertible shape, into
a promise of the banker’s to pay and a right on
my part to receive : in legal phraseology, into
a right of action against the banker.

 So with respect to credit or debt in respect
of future or distant goods and services. What
it does, if the credit is sound, is to anticipate the
future ; to make the distant present; and to
give what already exists in a potential and in-

1 What do we pay with ? pp. 26, 27.
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-convertible form the quality of immediate
exchangeability and convertibility.

‘“ When a Scottish banker gives a young man
credit, what he does is to give him cash and
capital for commencing business in return for
a promise to pay, which the banker trusts be-
cause he has confidence in the future returns to
be realized by the young man’s capacity, industry
and character; and these are thus, as it were,
discounted, and turned into something which
their owner can put to present use. The
Scottish Bank probably gives this in the form of
its own notes, and these remain in circulation
until they return to the bank in discharge of the
debt.

‘““When a merchant who is exporting or
importing goods, or when a manufacturer who
is selling to a dealer, gets a banker to discount
his bill, the goods are in existence ; the market
also exists; and the expectation of a sale at a
profit may be assumed to be a reasonable
expectation. But none of these things are im-
mediately convertible into cash or usable capital
until the discount of the bill gives the merchant
the power of drawing cheques upon his banker.
He therefore has the money or the immediate
power of getting it, and the banker has the bill,
which he can keep until it is paid, or in case of
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necessity, can sell or exchange. The cheques on
the one hand, and the bill, if it is sold or re-
discounted on the other, become additions to the
circulating medium until the credit is exhausted
and the bill is paid. In neither of these cases,
it is true, has the creditor any specific lien. He
has only a personal right of action; but the
value of that right and the soundness of the
credit depend on the truth of the debtor’s
anticipations of future realization and profit.”

As regards bank advances, they are usually
based upon collateral securities, titles to actual
saleable goods. Even when the Scottish banker
gives credit on a mere promissory note, the
essence of the transaction is the same. The
promissory note is in effect a lien upon the
receipts from the sale of actual goods which will
be marketable at some future time at prices
which will yield a profit to the business man to
whom the advance is made.

§2. In all the cases where credit is given on
goods which either do not yet exist or are not
yet marketable, there is of course a risk involved.
The credit given does not amount to the full
selling value of the goods when they come to be
sold. It is less by two separate amounts : first,
a deduction in respect of risk, lest the goods
should not be sold, or should be sold at a too low
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price; secondly, a deduction representing the
price for the advance of money, the true discount
on the transaction. But the essence of the
transaction is that the credit is based upon the
actual or anticipated existence of real concrete
goods, and that it is measured and limited by the
value of those goods.

Where credit is obtained by depositing stocks,
shares, or other certificates of value as security,
these certificates give a legal claim upon concrete
forms of property, the plant, stock and goodwill
of some business. Here as elsewhere the sub-
stance of the credit is vendible goods.

This is true of every other form of credit or
circulating medium, such as exchequer bills,
convertible or inconvertible notes, public loans,
debenture stocks or shares, etc.! So far as any
of these is a valid instrument of credit or currency,
it has reference to, is based on and measured by
some form of concrete wealth, present or pros-
pective, into the possession of which the creditor
can enter.

The importance of this essential fact is con-

! Where governments create these credit forms they are
usually based upon the general body of wealth of the nation
over which the government has command by virtue of the
taxing power, though sometimes specific forms of public
property or income may be hypothecated to their mainten-
ance or repayment.
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cealed by the fact that each credit form is
expressed in terms of gold and is legally con-
vertible into gold, or notes which in their turn
are convertible into gold. So it easily comes to
be believed that gold is the substance of the
whole credit system, that it is built upon a gold
basis, that it can only grow on condition that the
gold basis grows, and, finally, that it must grow
as the gold basis grows.

Regarded from this standpoint, gold is the
stuff out of which bankers manufacture credit :
the more gold, the more credit; the less gold,
the less credit.

Now our earlier inquiry into the modus operands,
by which gold was supposed to influence prices
through the bank rate, led us to suspect the
soundness of this theory of the close dependence
of volume of credit upon gold. We are now in a
position to perceive the true relation of gold to
credit.

§ 3. Credit is a form of money manufactured by
bankers with the assistance of bill-brokers and
other finance agencies. Gold is not the staple
material out of which it is manufactured. That
staple material is the value of the various sorts of
goods (including under that term all marketable
goods or claims upon them) as expressed and
measured by current or prospective market
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prices. The fact that these prices are expressed
in gold must not deceive us : it is the goods and
not the gold that are the basis of the credit. - Any
article that has a market price is a potential basis
of credit, and an increasing proportion of all sorts
of goods are becoming available for actual credit.
The great increase of general purchasing power
taking place in every advanced industrial nation
is chiefly due to that fact. Whereas in early
banking days only real estate and a few sorts of -
personality were freely operative for credit pur-
poses, while bills of exchange were very limited
in scope, we have now entered an era in which &
very large proportion of the whole volume of
existing and early prospective wealth carries its
regular financial counterpart in the form of credit.
A constantly increasing proportion of business is
conducted by large firms whose capital is expressed
in shares negotiable as a basis for bank credit, or
whose separate transactions are of a scale and a
publicity accommodated to the credit system.
The perfection of this process would be a
business world in which every piece of wealth,
land, building, crops, stock, machinery, materials
and goods in various stages of production, carried
with it a credit-note representing its present
value, which could be used when it was wanted.
Each specific piece of wealth would have a corre-
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sponding token of general wealth attached to it.
That token could be used for general purposes of
purchase, its recipient holding a claim upon the
general wealth into which the specific piece of
wealth will be convertible. The volume of credit
would evidently expand-or contract with the
expansion or contraction of the value of the goods
which command it, and the notion of an excess
or deficiency of ‘ money.’ would be meaningless.

But what about gold ? Is the fact, that each
of these credit-notes entitles the holder to demand
from somebody payment in legal tender, without
any significance ? Does gold play no part as an
ingredient in the manufacture of these sorts of
purchasing power ? Evidently it does. So long
as it remains legally possible for the holders of.
such credit-notes to demand gold for them, while
circumstances may conceivably arise which will
induce them to use this legal right, some gold
must be held to provide against the contingency.
As there must be in the ordinary currency sufficient
gold to pay for goods, the sellers of which will not
take any form of credit-note, so there must be
held by banks a reserve of gold to meet the case
of those who, having received credit-notes, lose
faith in the durability of the purchasing power
of these or any other credit forms, and insist upon
their legal right to gold,
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Gold, then, remains an ingredient in the manu-
facture of the credit which forms the main volume
of money. But it is an ingredient of constantly
diminishing importance. The bulk of the larger
operations of purchase in a modern community
are carried on in all normal times without any
conscious reference to the gold reserves. If the
confidence of the recipient of a credit-note, that
the goods on which it is based would be sold at a
price which would enable the credit-note to be
redeemed in other credit-notes whose accepta-
bility was undoubted, were absolute, no gold
reserve would be necessary. So far as this is not
the case, the credit may be considered as manu-
factured to the extent of, say, 80 per cent. of the
value of the goods, 20 per’cent. of the gold held by
a banker. This proportion which the gold bears
to the goods value is admittedly diminishing.}
It may even be questioned whether, so far as the

1 The recent additions to the Bank Reserves, especially in
the United States, France and England (where the Bank
of England gold reserve has recently been fortified by a
considerable growth of separate reserves kept by the large
joint-stock banks) may seem to contradict this statement.
But this only means that an attempt made to reduce at an
excessive pace the proportion of the gold reserves to the
growing volume of liabilities has produced a reaction in the
shape of a strengthening of those reserves. This correction
of a temporary excess does not falsify the view that with
the expansion and improvement of the general credit system
a reduction in the percentage of gold to the aggregate of
money is taking place. .
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internal business of this country and certain
others is concerned, the credit system really
requires any gold ingredient. So long as the law
requires that legal tender ultimately means gold
paid over the counter of the Bank of England,
gold must no doubt be kept. And this require-
ment may be a wise policy. But it is by no
means evident that it is economically necessary
as a support for the banking system of the
country. If England were a self-sufficing country,
no questions of foreign trade entering in, and if
the Bank administration were reliable, it is
clear that the credit of the Bank itself might prove
a quite satisfactory reserve. Inconvertible notes
of the Bank would circulate quite freely, being
accepted as payment for every debt. That this
is so appears from the fact that the knowledge
that it is possible for the Government, by suspend-
ing the operation of the Bank Charter Act to
enable the issuing department of the Bank to
issue uncovered notes in excess of the legal limit,
or, in extreme cases of panic, the actual sus-
pension, has always in the last resort proved able
to restore confidence and to stop a run on gold.
This appears to signify that the credit system of
this country is based, in its final economic analysis,
not on gold but on the real wealth of the country.

Indeed, it is not even true that the existing
6



82 GOLD, PRICES AND WAGES

reserve in the Bank of England which actually
supports the general credit of the banking
system consists wholly or mainly of gold. Mr.
Hartley Withers reminds his readers that ** the
liabilities of the Banking Department of the Bank
of England, which are used as the basis of credit
by the rest of the banking community, are repre-
sented as to one-half or rather more by securities,
and as to the rest by notes, which are again re-
presented as to about one-third by securities.’ *

What the holder of a credit-note wants is a
security that the full purchasing power it claims
to represent shall be realizable. If a bank, or a
government which he knows to be able to secure
for its notes this purchasing power, issues them,
they are to him * as good as gold,’ even though
he is aware that gold could not be got for all of
them. His final preference for gold, so far as be
has one, is based upon some fear or doubt lest
some other persons in the world, from whom he
might wish to buy, may entertain some distrust
of his credit-note, preferring gold. To that
extent the freedom of its purchasing power
would be limited. But the credit system stands
in the last resort upon the confidence in the
ability of the issuer to place the holder of a note
in possession of such forms of real wealth as he

3 The Meaning of Money, p. 263.
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requires, when he wants it, and in amount such
as he expected to be able to obtain when he re-
ceived the note. Gold is only a requisite to
the credit system so far as it is useful to sustain
or increase this confidence.

It is a conventional utility, a serviceable
check on possible abuses of credit issue, but not
in the strict scientific sense an economic necessity
in the working of the credit system by which
modern commerce is conducted. For inter-
national commerce, at any rate with backward
countries, it may long be needed. But it ought
to be no longer necessary even for international
payments between members of advanced com-
mercial nations. There is no reason why the
Clearing-House system, which has dispensed
with gold in the internal credit operations of
the country, should not in the early course of
time be extended in the shape of an International
Clearing House, all balances on foreign trade
between members of civilized nations being paid
in Clearing-House certificates.

Such an extension, clearly thinkable, if not
easily feasible, makes it evident that gold is
not intrinsically essential to the manufacture
of credit. The notion that some single valuable
commodity must always stand as the back-
ground to sustain the credit system has no real



84 GOLD, PRICES AND WAGES

validity. Gold, indeed, is not even now de-
pendent for its position as money upon such
general appreciation of its value as a commodity.
Gold has, indeed, a high but very limited use
for the arts. But this value could by no means
support its pecuniary position. People do not
ultimately  look to the gold ’ behind the credit-
notes because they know that in it they would
have something intrinsically valuable and
serviceable. They do not say to themselves,
I will insist on five gold sovereigns instead of a
Bank of England note, because I know that, if
the worst comes to the worst, I can melt down
my sovereigns and make ornaments or stop teeth
with them.” In fact, of course, any wide
attempt to get industrial use out of sovereigns
withdrawn from currency would soon defeat its
end by driving down to a very low level the
exchange value of gold for uses in the arts.
They call for sovereigns, because they have
more confidence, at the time, in the stable pur-
chasing power of sovereigns than of bank-notes.
‘“ Gold is still the only form of payment that is
certain of acceptance everywhere in times of
crisis.””!  But that confidence, ‘ credit,” is not
really based on the intrinsic properties of
gold : it is almost as conventional as the smaller
! Withers, p. 296.



THE BASIS OF CREDIT 85

confidence they still retain in bank-notes.! In-
convertible Bank of England notes, if the policy
of withdrawing the gold basis were tolerably
widely understood, would perform all the
necessary purposes of a final reserve for business
operations in this country, passing as freely in
payments of all kinds as gold does now.

If this is not quite ture, it is nearly true, and
its significance consists in pointing clearly to the
truth that gold is not the real or essential basis
of the credit-notes. It is the marketable quality
of goods and not the stock of gold in bankers’
hands or at bankers’ call that enables credit to
come into existence and to operate as pur-
chasing power. The exact relation in which
gold stands to this credit may still be disput-
able. * The ordinary language in which it is said
that ‘ credit ’ is an ' economy of gold’ is, even
if accurate, very inadequate. ‘ Credit’ is not
merely a means of using less gold. °‘Credit’ or
‘debt’ is a substitute for gold as a circulating
medium, which has in some places almost dis-

1 The bank finds itself with liabilities which exceed its
cash assets; but—the excess of liabilities is balanced by
the possession of other assets than cash. These other assets
of the bank are usually liabilities of business men. These
liabilities are in turn supported by the assets of business
men. If we continue to follow up the ultimate basis of the
bank s liabilities we shall find it in the visible, tangible wealth
of the world.”—Fisher, The Purchasing Powey of Money, p. 4X.
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placed its principal and which may displace it
entirely, or almost entirely, as nations advance in
commercial aptitude.”! Lord Farrer, indeed, in
the pamphlet from which we quote, goes so far
as to proclaim a doctrine which liberates the
production of credit entirely from the control or
influence of gold.

** It is a substitute not only of infinitely greater
power than the instrument which it replaces, but
of infinitely greater expansibility. There is no
limit to its expansion but demand.

 If it is true that exchange by means of credit
is barter, the dernand must bring with it its own
supply. If goods or services, actual or potential,
are to be exchanged with one another, each will
necessarily have its representative credit; and
wherever there is a demand for circulating
mediums, then there must be an equivalent
supply. There are, no doubt, still provinces
which credit has not invaded, and in which gold
still reigns with undisputed sway; and there may
be undue contractions as well as expansions of
credit. But if and so far as exchange is carried
on by credit, the apprehension of any permanent
want or diminution of circulating mediums, or a
fall of price consequent on it, is a chimera.” 8

1 Farrer, What do we buy with? p. 34.
* Farrer, p. 35.



THE BASIS OF CREDIT 87

But it is by no means necessary to insist upon
.so full a doctrine of the independence of credit.
It may well be conceded that, so long as there
remain sections of the commercial world or grades
of society where credit-notes are not accepted as
readily as gold, a certain quantity of gold may be
necessary or convenient as a support for credit,
and that for an expanding volume of credit some
increase in this gold reserve may be essential or
desirable. But while this might imply that an
insufficient supply of gold might cripple the
development of credit, it would by no means imply
that an abundant supply of gold must corre-
spondingly stimulate a development of credit.
Granting that a certain amount of gold must
stand in the bank reserves as an insurance against
collapses of credit, it is not a legitimate inference
that an extra flow of gold into the reserves would
have power to cause a corresponding increment
of credit to come into existence.

§ 4. The results of our inquiry into the increased
supply of money may be thus summarized. The
direct effect of the increased output of gold upon
the volume of money is small. The large increase
in the supply of money is due to the expansion
of all forms of credit. In the foundation of
credit gold is not the main ingredient, nor can
an increase of gold stimulate the creation of a
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proportionate increase of credit. Credit is based
on goods and expands with the quantity of goods
available as wvalid security. The increase of
credit is due to the facts that (1) the improvement
and extension of banking and financial machinery
in general, (2) the placing of larger masses of public
and private enterprise upon a joint-stock basis,
have rendered a largely increased proportion of
the general wealth available for credit purposes,
The output of gold has been a facilitation in this
enlargement of credit, by enabling banks to
increase their gold reserves, so avoiding the
possible collapses of public confidence in com-
munities where industrial and commercial security
were not firmly established.

§ 5. One further point relating to the expansion
of credit needs to be made clear. If credit rests
on goods, it might appear that every expansion
of credit involved a corresponding expansion of
goods. If that were the case, how could increased
credit be responsible for a rise of prices? A
partial answer has already been given to this
question by pointing out that large masses of new
credit are due, not to the production of more goods,
but to the reorganization of businesses in forms
rendering these goods available as securities for
credit issues. So long as this change in business
structure is proceeding, increased quantities of
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credit will come into being without any necessarily
corresponding increase of goods. That goods in
general are expanding along with, and partly as
a result of, the new organization of businesses
may be taken for granted, but there is no reason
_to presume that this increase of goods will be
commensurate with the increase of credit.

But this is not all. We have spoken of bankers
and financiers as the makers of credit. But we
have also recognized that the chief financial
material out of which they make it is the stocks
and shares and other certificates of value which
represent the capital created by the saving and
investing classes, It is thus the growth of the
forms of saving which take these financial shapes
that enables the increased credit to emerge from
the financial factories. All such modern saving
can furnish material for the creation of more
credit. No increased volume of goods confronts
and corresponds to this credit. This statement
is not self-evident, but requires a brief explana-
tion. Income which is ‘spent’ passes as pur-
chasing power in exchange for consumable goods.
Income which is saved passes as purchasing power
in exchange for non-consumable goods, 4.e. forms
of capital fixed or circulating. Inboth cases alike
there is ‘ real’ income, s.e. goods corresponding
to the money income, and normally every increase



90  GOLD, PRICES AND WAGES

of such money income may be regarded as
involving an increase of real income,

But when the saved income, passing by means
of share capital, has performed its primary task
of purchasing the ‘real’ capital, s.e. engines,
machinery, rails or other capital-goods needed for
the industrial or other productive work for which
the Company stands, the certificates of this
capital remain in the hands of the investors or of
those to whom investors have sold them. Now
these certificates, accepted by bankers or financiers
as security for credit, may cause an extension of
credit unaccompanied by any corresponding
expansion of goods. This is the principal supply
of new material for the financial manufacture
of the expanding volume of ‘ money.’

So long as this process continues, and an
increasing proportion of wealth is passing into
forms available for credit, the acceleration of
supply of money may be expected to exceed that
of goods, and prices will continue to rise. If,
however, as is possible, a halt in this process, or a
reduction of its pace, took place, owing to the
fact that most large capitalistic enterprises in
advanced countries had effected the desired
financial transformation and had secured their
credit counterpart, a period of comparative
stability of prices might ensue.
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But any such slackening of the pace of growth
of credit might be offset by an acceleration of the
same process in those countries—such as China—
newly entering the era of capitalism. If these
countries become industrial and take on modern
methods of finance, their contribution to the ag-
gregate world-supply of money may be con-
siderably greater than their contribution to the
world-supply of goods. In that event prices
would continue to rise.

Only when the bulk of the industrial world is
so far standardized in its business structure that
the greater part of those forms of wealth capable
of supporting credit have been brought into the
credit system, is there any sure prospect of a
reduction in the pace of growth of credit acting
on world prices.

§6. One final point remains of considerable
importance in the relation between credit and the
goods upon which credit is based.

The very fact that prices can rise or fall involves
the fact that the quantity of credit based upon a
given quantity of goods may expand or contract,
If, therefore, owing to the expansion of the
supply of credit resulting from the extension of
banking and the conversion of more businesses
into negotiable securities, the volume of money
is increased and prices rise, this rise of prices
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will stimulate a further increase of supply of
credit,

For the rise of prices, due to the afore-named
causes, will involve a rise in the value of all
securities, except those whose fixed rate of
interest prevents them from sharing the higher
profits which usually accompany rising prices.
This rise in value of securities will imply.a larger
borrowing power, ¢.e. the same quantity of con-
crete capital-goods will serve as basis for a larger
quantity of credit. This increased power of
borrowing will be utilized by business men to the
full at times when prices are rising and with them
profits. This free borrowing will further swell
the volume of money and assist a further rise of
prices. Thus are brought about the familiar
features of a boom in prices, accompanied by a
heaping up of credit to a precarious height.
For so long as bankers and financiers think they
have reason to believe that prices will continue to
rise and the margin of profits to expand, they will
create and loan more credit per unit of concrete
capital offered as securities. Their continued
creation of this credit assists to realize the con-
ditions which validate it. But it does not in
itself suffice to carry on the process indefinitely.
When the real causes which have initiated the
rise of prices have worked themselves out, the
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artificial inflation, due to a mere anticipation of a
further rise, will receive a check. At the first
sign of such a check in actual rise of prices the
confidence of bankers will shrivel, the process of
issuing more credit on a given quantity of con-
' crete wealth will stop, and will soon lead to a
reverse movement which in its turn will convert
the rise of prices into a fall.

Such is the familiar part played by credit in
booms and depressions. We cite it here, not to
propound any new explanation of the part which
credit plays, but to explain that the fact of credit
being based on goods is quite consistent with a
changing relation between quantity of credit
and the quantity of those kinds of goods which
furnish the credit basis. Part of the recent rise
of prices, so far as it is due to acceleration of
supply of money, may be attributed to an increase
in the quantity of credit which each unit of
negotiable capital supports during a rise of prices.
This is a temporary and adventitious increase of
. supply of money and should be distinguished
from that increased credit which is the natural
financial result of enabling larger masses of wealth
to figure as securities. ’



CHAPTER V1

RETARDATION OF THE SUPPLY OF GOODS

§1. RISE of prices, as we recognize, signifies
Aan increaseinthe rate of supply of money
as compared with the rate of supply of
goods, or, if that term be preferred, of transactions.
In dealing with an industrial society in which
admittedly the absolute rate of supply alike of
money and of goods is continually increasing,
the causation of a rise of prices is a question of
the relative rates of increase in the supply of goods
and of money. The facts already cited make it
manifest that the supply of gold and of credit
instruments has accelerated during the latter
part of the period of rising prices. But before
deciding to regard this growth of the supply of
money as the efficient cause of rise of prices it is
necessary to consider whether a retardation in
the increase of supply of goods may not have con-
tributed to the result.
That the output of material goods and of
services forming the annot‘xal supply of wealth has
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been continually increasing in modern times, by
reason of the enlarging quantity of labour applied
in more economical methods of production, is
beyond question. Within the last three generations
a larger and larger number of nations have passed
into the modern era of machine-economy ; science
has continually brought into use new labour-
saving appliances, and improved communications
have enormously increased the number and
utility of those productive processes which we
term commerce.

The aggregate of goods and of transactions in
the business world has thus been constantly in-
creasing. But the rate of that increase may not
be regular or continually progressive. There may
come times when the pulse of progress beats more
slowly. Or else an increasing proportion of pro-
ductive energy may, for a time, be put into
branches of production which are relatively
sluggish in their growth and in the value of the
fruit they yield. Or large quantities of productive
power may be allowed to run to waste, or be put
to uses which are unproductive in the sense that
their products do not figure as goods or trans-
actions in the markets of the world, or do not
contribute to the production of more goods or
transactions in the future.

If we are passing through an epoch in which
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an increasing proportion of money is expended
(x) upon articles whose production conforms to
what is termed the law of decreasing returns,
(2) upon luxurious goods and services, (3) upon
wars and armaments, (4) upon wasteful processes
of competition in the distributive processes; and
if, further, (5) high tariffs hamper the productivity
of large masses of capital and labour, while (6)
combinations of capital and of labour restrain the
output in many large organized trades—the
aggregate effect of such changes in the application
of productive power may be a considerable
retardation in the pace of supply of the goods
which confront the growing supply of money in
the price-equation. We might them discover
that the rise of prices was attributable as much to
the slower supply of goods as to the faster supply
of money. .

Although there is no evidence of any halt in the
inventive processes which feeds the manufactures
or in improvements of business administration in
the great staple industries, there is reason to
believe that an accumulation of tendencies, whose
nature has just been indicated, is operating as a
break upon the wealth-production of the world.

§ 2. Though I hold it to be a hopeless task to
endeavour to explain a rise or fall of general prices
by a series of separate investigations into the
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causes affecting each several sort of goods, this
admission cannot preclude the investigation of
phenomena of a wider causality which affect the
production and the prices of whole groups or
classes of goods. It seems tolerably obvious that,
if causes can be adduced explaining a retardation
of output in the production of wealth of certain
classes or in certain areas, this retardation of
supply of goods must pro Zanto operate in raising
the general level of prices.!

Let us then take into consideration the ten-
dencies which may be held to contribute to the
retardation of the growth of supply of goods.

We have recognized that concurrently with
- the rise of-prices a great expansion of the area of

1] say this is ‘ tolerably obvious.” 'I should speak with
more confidence did I not find that the majority of the signers
of the Final Report in the Gold and Silver Commission com-
mitfed themselves to a contrary line of reasoning.

* 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 price of other articles.”—Final Report, p. 23.

The fallacicusness of this statement is easily demonstrated, .
1f the fall of prices of the articles, whose cost of production
is reduced, is followed by a proportionate increase of sales,
no saving of income is effected, and so no increased demand
for other articles follows. If the fall of prices is not so fol-
lowed, the saving of income of the purchasers is accompanied
by a corresponding reduction of income in the classes selling
the cheaper articles. There will be no increase in the aggre-
gate demand for * other articles.’

7 -
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profitable investments has occurred, and we have
seen reason to suppose that this has been an im-
portant direct influence in stimulating the supply
of credit and so of the volume of purchasing power.
It thus tends to raise prices by increasing the
volume of money. ,

But there is also reason to hold that it helps to
raise prices by reducing the rate of the supply of
goods. This is by no means obvious at first
sight. The general effect of the opening up of
rich new areas of investment would seem to be
an increase in supply, For what else is meant
by the development of these new areas except
the bringing of new productive agents into the
commercial system, and so increasing the world
supply of goods ?

This is, no doubt, the ultimate effect. But
there are interim effects. In the case of new
countries in course of being opened up, a long
period of initial development may occur before
the harvest of goods begins to be reaped. During
this period large masses of capital raised by the
investors in the older industrial, countries are
devoted to making roads and railways, docks and
harbours, to clearing land, to irrigation, to
building and planting processes, to prospecting
and other initial stages of mining, to all those
kinds of experimental work necessary to discover
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and test the real resources of a country. Though
the object of all this expenditure is to produce
marketable goods, a long period of capital ex-
penditure, unaccompanied by any considerable
immediate yield of marketable goods, is likely to
occur.

In other words, a large application of the
savings of the industrial world to developmental
work, the product of which will mature later on,
must be attended by a certain sacrifice of present
goods in the shape of immediately consumable
commodities or early maturing forms of capital.
The appearance of these new areas of profitable
investment has stimulated the saving propensities
of the investing classes, so that a larger proportion
of their incomes has been saved instead of being
spent on consumables. Moreover, of this in-
creased saving a larger proportion has gone into
these late-maturing investments, a’ smaller pro-
portion into industrial investments producing
goods at an early date.

Of these facts there can be no denial. The
rising rate of interest has undoubtedly evoked
more saving, and the evidence already cited, as to
the direction of recently invested capital, shows
that a very largely increased proportion of savings
has been going into developmental processes in
South America, Canada, South Africa and Asia.
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This increased saving and the new direction of
its application must be interpreted primarily as
an alteration in the use of industrial power. The
pouring of some hundred millions of new capital
every year into South America has meant that
a corresponding amount of purchasing power,
representing the savings of the investing classes,
has gone into demanding steel rails, engines,
machinery, stores and other capital-goods for
export into South America. These goods of
course may not be made wholly or mainly by the
country providing the new invested capital, but
for all that the investment must cause such
capital-goods to be created somewhere, for they
constitute the real capital which Argentina or
Brazil is borrowing.

If, then, it be true that during the last fifteen
years an enormously increasing proportion of the
new capital of Europe has been invested in
Government and Municipal Loans and in Railways
and other developmental operations in new
countries, the net effect will be an appreciable
reduction in the rate of supply of new marketable
goods which would have been produced by the
expenditure of this money on commodities or
capital-goods for home uses. This is of course no
indictment of the economy of the proceeding.
On the contrary, it is reasonable to expect that
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in due course of time the fruits of these invest-
ments will come home in quantities of goods which
will lower prices. But in the meantime the
industrial world is pursuing a policy of com-
parative abstinence, that economy being expressed

Zin the shape of a retardation of supply of present
marketable goods. I shall doubtless be reminded
that this policy of foreign investment has been
practised a long time, and that the fruits of the
earlier investments have long ripened and are
being garnered in the shape of the increasing
stores of goods and materials that flow into our
markets from the developing areas. This is of
course true. But the issue is one of comparative
pace. The rate of acceleration of recent invest-
ments on developmental work has been so
increased that the fruits of the older investments
do not adequately offset the flow of new invest-
ments which bear small immediate fruits.

§3. Here is oneimportant way in which the new
stream of foreign investment retards the growth
of current marketable goods. But it also acts
in another way, conducive to the same result.
It operates as a constantly increasing demand
for metals, timber, coal and other materials which
form so large a part of the capital-goods required
in developmental industries. It also causes
large numbers of men to be withdrawn from



102 GOLD, PRICES AND WAGES

producing foods and otherimmediate consumables,
and to be applied to the production of these
capital-goods. These men, no longer producing
goods, must be fed. So this new direction of a
larger quantity of income into foreign investments
acts as a growing strain upon the agricultural’
and mining industries,

A larger proportion of the aggregate money
income of the world is being expended upon a
demand for metals and other materials and foods,
a smaller proportion upon manufactured goods.
Now this strain upon the industries conformable
to the so-called law of diminishing returns in-
volves a decrease in the rate of growth of the
aggregate supply of goods, of which they now
constitute a relatively more important part. In
other words, if the effect of the new investment
policy is to cause an increasing proportion of
income to be applied to the purchase of raw
materials and foods, and a decreasing proportion
to manufactured goods, the effect will be to retard
the rate of aggregate supply, and so to raise
general prices. This movement must be con-
sidered to be taking place, though it is masked by
the general rise of income and by the absolule
increase of every order of expenditure. It is the
other side of the great expansion of credit in the
new countries, and it operates to retard the
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growth of immediately marketable goods, as the
expansion of credit operates to accelerate the
growth of money. o

§ 4. If luxuries be considered as comprising all
goods and services which by their consumption
or use add nothing to the productive resources
of the community, it is evident that an increase
in the proportion of the aggregate income spent
on luxuries retards the growth of goods in general.
A community which devoted to the demand for
luxuries every increase of its powers of production
beyond those required to supply the bare neces-
saries of life would evidently attain a very slow
rate of increase of general wealth, as compared
with a community which spent that surplus upon
goods which increased the present efficiency of
labour, or upon improved instruments of pro-
duction yielding a quick return in future products.
If, therefore, the distribution of wealth in the
wealthiest communities and the social tastes and
activities associated with the possession of this
wealth, combine to cause a greater proportion of
the general income to be expended upon luxuries,
we are confronted with a real economic force
keeping down the actual rate of production.

Now it will hardly be disputed that an increasing
proportion of the general income in the advanced
nations of the civilized world is going into the
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purchase of luxuries. Even if, in the face of
recent statistics of the respective increase of
‘earned’ and ‘unearned’ income in Great
Britain and certain other countries, it be con-
tended that the working-classes, taking the
industrial world as a whole, are getting a some-
what larger share of the wealth produced than
formerly, this admission would by no means
dispose of the case. For wasteful expenditure is
by no means confined to any one class. Though
the proportion of such expenditure will no doubt
as a rule vary directly with the size of income,
being largest among the richest classes, least
among the poor, waste is everywhere widely
prevalent. Moreover, as we shall recognize when
we consider more closely the effect of the play of
recent forces on the distribution of wealth, the
general tendency in the period of rising prices
has been to increase the share of capital and
reduce that of labour, so leaving a reasonable
presumption in support of the view that luxurious
expenditure is increasing at a faster rate than
formerly. If this presumption be correct, it
means another force retarding the growth of
goods.. R

§ 5. The growing proportion of the general in-
come of the world expended upon wars and
armaments acts as a further and a not incon-
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siderable check upon the production of marketable
goods. The following table ! shows the growth of
the combined expenditure upon Army and Navy
by seven leading nations during the period
18811911 :—

1881, 1891, 1901, 191X,
. [ ] ] ]

Austria-Hungary . | 66,182,000 | 64,317,000 68,424,000 87,244,000
France . . . | 156,154,000 | 185,448,000 | 204,580,000 270,908,000
Germany -, . | 102,500,000 | 144,434,000 205,785,000 318,446,000
Great Britain . | 126,256,000 | 157,575,000 445,115,000 341,820,000
Iraly . . .| 49455000 | 80,777,000 78,709,000 | 120,676,000
Russia . . « | 103,881,000 | 142,206,000 | 208,811,000 319,770,000
United States . | 51,654,000 | 66,589,000 | 290,728,000 | 283,086,000

Total . [656,091,000 | 842,346,000 | 1,402,152,000 | 3,741,950,000

The positive destruction of goods which war
involves, great though it be, is far less important
as a drag upon production of real wealth than the
policy of growing expenditure on armaments and
the related barriers to free commercial production
and intercourse. For the seventy millions taken
from the general income of this nation to be spent
on the Army and Navy do not simply mean so
much wasteful, unproductive expenditure, equi-
valent to the same sum spent on whisky or on
cinematographs. It also means the withdrawal
of vast numbers of able-bodied men in the prime
of life from the productive services, a waste

1Dr, Jordan's Unseen Empire, p. 194.
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additional to the direct monetary waste of ex-
cessivearmaments. It is important to apprehend
this double waste of militarism. In Europe alone
several millions of actual workers are employed
in producing guns, warships, barracks and other
military and naval equipments, while several
millions more potential workers are employed
in the futile handling of this material apparatus
of destruction. Though the latter waste may not
have greatly increased during the period of rising
prices which we are investigating, the former has
enormously increased. The recent growth of
expenditure on armaments has reduced by several
millions of men the effective labour engaged in
the production of goods which figure as supply
in the ordinary markets of the world. Nor is
that all. The policy of aggressive or defensive
nationalism with the spirit of mutual fear, sus-
picion and enmity it generates, retards in every
nation it obsesses the application of its full powers
of mind and will to the successful pursuit of
industry. No people so burdened in spirit and
in purse by militarism can apply itself freely
to the arts of industry so as to utilize to the
best advantage the growing control over the
forces of mnature which science places in their
hands. The concrete barriers set up by such
antagonisms against the free intercourse and
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co-operation of members of different nationalities
impede enormously the productivity of world-
industry.

The vast destruction of consumable wealth and
of capital during the South African and the Russo-
Japanese wars, and the diversion of a large and a
growing percentage of the income of almost every
great industrial nation into expenditure on
armaments, have undoubtedly contributed to
keep down the supply of goods which figure in
the equation of exchange.

The rapid rate at which in recent years new
inventions have been applied in many of the
fundamental industries, involving the supply of
large quantities of expensive plant and machinery
that contain unexhausted funds of utility, is
another source of great waste. A very little
reflection will show that the pace at which im-
provements are applied in industry, regarded from
the standpoint of industry as a whole, is often
very wasteful. Under a competitive system in
which the discoverer of some very slight economy
can cancel at once the whole value of the existing
plant of all his competitors, there can be no
provision against such waste. In the case of a
public or a private monopoly, improved methods
would be introduced at a slower pace which would
enable a portion of the unexhausted uses of the
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older plant to be got out. , That method would
be more truly economical.! .

The rapid application of electricity and other
power to traction and to manufactures has no
doubt substituted better instruments of production
for worse, but such substitution has involved so
much scrapping that a temporary retardation of
wealth production has occurred.

§6. The increasing proportion of the energy
of modern nations that is applied to the dis-
tributive, as distinguished from the productive
trades, must be regarded as tending to keep down
the rate of supply of goods. In all competitive
trades an increasing proportion of time, skill,
effort and expenditure of every kind is given
to marketing the product. Though industrial

1 Professor Pigou dismisses this argument as invalid (Wealth
and Welfars, p. 161). But his refutation is vitiated by
defective analysis of the situation. A municipality, faced
with a proposal to scrap its present expensive plant in favour
of a new plant which will work at a slightly lower cost, will
properly take into consideration the unexhausted value of
the existing plant, upon the capital value of which interest
must be paid whether it is scrapped or not. If that unex-
hausted value is great, the new plant will rightly be substi-
tuted more slowly than if the unexhausted valae is small, for
the interest on this capital, if considerable, will outweigh a
slight economy of working costs in the case of the new plant.
In a word, it is evident that the cost of scrapping must enter
into the consideration of business policy. Under competitive
industry, however, it is not taken into account. The former,
not the latter, represents the social policy as regards rate of
improvements.



RETARDATION OF SUPPLY 109

statistics afford no absolute proof of such a state-
ment, it is supported by much valid evidence.
The statistics of occupations in Great Britain
and in every other industrial country show the
proportion of the population engaged in whole-
sale and retail trade, and in other occupations con-
nected with the marketing of goods, to be increas-
ing rapidly. Commercial'tlerks, shop-assistants,
agents and middlemen of every sort grow in
numbers far faster than the population as a
whole, notwithstanding the concentration of
wholesale and retail business more and more in
large firms.

Such evidence may not, indeed, be in itself
convincing proof of an excessive quantity of
distributors. For it might be contended that,
since the great technical economies of modern
factories and workshops are not to any great
extent applicable to the distributive processes,
it was only to be expected that the latter should
absorb an increasing proportion of the working
population. The mere increase of persons em-
ployed in wholesale and retail trade is no positive
proof of waste. '

Probably the concensus of opinion among
business men to the effect that more and more
oftheir effort, skill and expenditure goes to the
marketing of their goods is more convincing
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evidence. It is generally held that of the retail
price paid by consumers for most sorts of goods
an increasing proportion goes as costs of marketing,
not merely in the retail but in the earlier stages.

Some striking evidence upon this head was
issued in a recent report of the Department of
Agriculture in the United States, from which it
appeared that in the case of beef the intermediate
and the final selling costs added 91§ per cent. to
the true cost of production, and that just half
the retail price of milk went to the dealer and
the dairyman, Fruit and wvegetables, it is
believed, often yield a similarly small proportion
of the retail price to the producers.

Such cases, however, of the manipulation of
foods or other perishable goods, may be explicable
in other ways not involving the assumption that
an increasing amount of work or of workers is
engaged in their distribution. So far, indeed, as
retail trade is concerned, such evidence of com-
parisons between wholesale and retail prices as is
procurable in this country does not indicate any
large increase in the proportion of the final price
absorbed in retail trade. Retail trade seems to
live upon a2 narrow profit on a large turnover.
Probably the increased expense of marketing is
found more in advertising and in agents’ allow-
ances than in retail shopkeeping.
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But the general body of testimony to the
increasing waste of competitive energy in the
distributive processes is too strong to be gainsaid.
The increasing difficulty which a small business
man finds of setting up in any productive industry

> with the least prospect of success, and the com-
parative ease with which he can obtain goods and
credit for distributive work as an agent or shop-
Reeper, are certainly driving excessive numbers
of men into the latter processes. How much
importance may be attached to this phenomenon,
and how far it has been growing during the
last fifteen years, may be open to question. But
the withdrawal of large and increasing proportions
of the population from productive into distri-
butive work must have some appreciable effect in
retarding the growth of goods, the issue with which
we are here concerned.

§7. To the higher tariffs which have prevailed
of late years in the protective countries of Europe
and America must be ascribed some considerable
influence in retarding the productivity of those
countries, and indirectly in reducing the rate of
productive progress for the industrial world, by
impairing the efficient division of labour, which
is the result of free trade.

This raising of tariffs has been fairly coincident
with the modern rise of prices. The Dingley
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Act of 1897 imposed a higher general rate of
duties than had ever prevailed before, applicable
to a large and increasing population whose de-
pendence upon foreign sources for many of their
supplies was growing rapidly. That general
level of high duties was not reduced by the:
Aldrich Tariff of 1g09. Though the Canadian
high tariff system began earlier and was not
increased during the last two decades, the increas-
ing dependence of Canada upon foreign trade has
enhanced the amount of damage her protective
system has inflicted. The recent German policy,
dating from 1902, has been one of largely increased
stringency, while the considerable advance in
protective duties in France since 1892 has been a
marked feature of her economic policy.

The tariff policy, in its bearing upon the prices
of the protected country, is notorious and within
limits measurable. The rise of import duties in
so many of the most populous and productive
countries has, of course, a direct effect in raising
prices in those countries. To some not incon-
siderable extent it may serve to lower certain
prices in free-trade countries. The obstruction
offered, for example, to the entrance of food
imports into France and Germany enlarges the
supply that finds its way into this country, and
keeps the prices down in our markets. In con-
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sidering the net effect of protection upon world-
prices and world-production, this partial offset
must be kept in mind. But, nevertheless, there
is a large and a growing amount of injury done
to the volume of world-production by the higher
tariff policy adopted by so many countries whose
free co-operation and intercourse are necessary
to maintain the highest pace of industrial progress.
The increased protection of the last two decades
may be taken as a considerable cause of the
retardation of supply of goods to the markets of
the world.

§8. The growth of trusts, cartels and various
orders and degrees of combination in many great
organized trades in Europe and North America can
only be interpreted as restraints upon supply of
goods. Their raison d’étre is the maintenance of
prices on a profitable basis by limitation of supply.
For in no other way can profitable prices be main-
tained. The tendency towards so-called over-
production has been the invariable plea for the
utility of these organizations. They must, there-
fore, be understood as instruments for keeping the
rate of supply of goods in the industries where they
operate lower than it would have been had they
not existed. Though there are other economies of
combination, this is the main and essential result

—to regulate, s.e. to retard, production.
8
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In the United States and Germany, especially,
no small portion of the rise of prices of foods, fuel
and various sorts of manufactured goods is
attributed specifically to the action of ‘ combines.’
This rise of prices can only be compassed by
making goods relatively scarce, f.6. by reducing
the rate of their supply.

Now the ‘combine’ movement, especially in
North America, Germany and Austria, has made
exceedingly rapid advances in the last fifteen
years. Organically connected with the tariff
policy, it may certainly be regarded as a vera
causa of rising prices during the period we have
under special survey.

We find, then, a number of causes, some acting
separately, some in conjunction, co-operating to
retard the production of goods during the period
of rising prices. May not this retardation thus
brought about be considered as important a
cause of the rise of prices as the acceleration of
the supply of money ?



CHAPTER VII

THE - DISTRIBUTION OF WEALTH

“§1. HE rise of prices has been accompanied
I by changes in the distribution of wealth

which are causing grave discontent

among the working classes of the advanced in-
dustrial nations. If rising prices affected equally
and immediately all sorts of goods and services,
they would be a matter of indifference, except
that they might present a delusive appearance of
general prosperity to persons habituated to reckon
prosperity im terms of money rather than of
money's worth. But rising prices affect different
classes of income and property very differently.
The broadest and most obvious distinction is that
between fixed and variable incomes. Money
incomes, fixed by law, agreement or custom,
shrink in their value with a rise of prices. Persons
living upon the interest of Consols or other public
funds, preference shares or debentures or public
companies, mortgages, pensions, loans, leases or
other fixed payments, sltlxﬁffer losses proportionate
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to therise of prices. Others, living upon payments
slowly adjustable, suffer loss according as the rise
of price is more rapid than the process of adjust-
ment. Such is the case with most professional
men and officials, living upon fees or salaries,
and with Jarge bodies of employees in railways and
other transport services, the profits of which are
derived from tolls or rates which are relatively
fixed. Persons whose incomes are obtained by
selling goods and services, for sums not fixed by
law, contract or custom, but varying quickly with
the conditions of the market, ought, in strict
economic theory, to suffer no injury from a rise
of prices. Indeed they ought to be gainers to
some extent, reaping a benefit at the expense of
the persons with fixed incomes. In some cases
this evidently happens. In businesses where the
capital consists partly of debentures and preference
shares, partly of ordinary shares, the holders of
the latter have certainly gained by the reduction
in the ‘ real ’ interest paid on the former. Every
debtor, in fact, has gained, and every creditor has
lost, where the terms of the loan were fixed before
the rise of prices occurred, or where, being fixed
during the rise of prices, they failed to take into
account the probability of further rises.

Since most creditors are relatively rich and most
debtors relatively poor, it might appear that this
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result of rising prices would tend towards a more
even apportionment of wealth. And so no doubt
it would if the rise of prices had been equally
applicable to all sorts of goods and services. But
it has not. The prices of some classes of com-
modities have risen much more than those of
others. As regards the consumable or final
commodities upon which the greater part of
most incqmes is expended, the most necessary
classes of commodities have been subjected to

‘the highest rises of price. The prices of the

foods, fuel and shelter, upon which the workers
spend the largest proportion of their incomes,
have risen more than the prices of most articles
of comfort or luxury which figure largely in the
expenditure of the wealthier classes.

A comparison of the effective purchasing power
of four incomes of, respectively, £10,000, £1000,
£150 and £50 per annum, would show that the
loss of purchasing power due to the rise of prices
varied inversely with the size of the income.
In the £10,000 income the margin for saving and
investment would be large, and large bodies of
the stocks and shares bought by such savings
have fallen in price. Of the expenditure a large
proportion will be applied to luxurious goods and
services, which have either not increased at all in
price or not commensurately with ordinary food-
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stuffs. While in the frooo income the pro-
portion of expenditure upon articles of which
the price has risen would be larger and the margin
of saving and investment smaller, the net damage
inflicted would still be small, especially when
expressed in the total utility of the income. On
such an income the rise of prices would not
involve any curtailment of a necessary or a prime
convenience of life, but would only reduce the
expenditure upon unnecessaries. In the case of
the lower incomes, the expenditure on articles
such as food, fuel and rent, the price of which
has greatly risen, absorbs the greater part of the
income. In the case of the {50 income quite
four-fifths would ordinarily be expended in these
ways. Thus it appears that the rise of prices
presses with double effect upon the poorer grades
of society, first, because it affects a larger pro-
portion of their income; secondly, because a re-
duction of their real income of a given amount,
say 20 per cent., involves a greater reduction
in the net utility of that income than the
same reduction in the case of a higher real
income. :
§ 2. Even if money wages had risen equally with
the general level of prices, this excessive rise of
food prices would have involved some loss to the
wage-earners. But the most significant feature
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in the recent situation has been the failure of
money wages to keep pace with the rise of food
prices in the countries from which reliable returns
are available. The following table gives the
official measurements of wages and food prices
in Great Britain founded upon the base year
1900.

The index numbers are founded on the prices
and the amount of wages current in the base
year 1900.

Food Food

Year. and [Wages.| Year. and | Wages.
Drink. Drink.
1879 .| 1414 | 833 [1896 .| 933 899
1880 .| 1418 832 1897 . 97'4 go'8
188r .| 1395 847 1898 .| 10273 932
1882 .| 1421 858 18g9 . 981 95°3
1883 .} 1412 858 1900 .| 4000 1000
1884 .| 1249 850 1901 .| 1004 g9'o
1885 .| 1165 836 || 1902 .} 1017 97'7
1886 .| 110%Q 828 1903 .- . | 1007 97°2
1887 .| 1o78 830 [ 1904 .| 1014 96'6
1888 .| 111'9 847 | 1905 .| 1012 97'0
1889 .| 111’3 875 1906 .} 100§ 984
18go .| 109§ 902 1907 .| 10%°1 101'7
1891 .| 117°0 91°§ 1908 .| 1066 1012
1892 .| 11079 go'o 1909 .| 1087 99°Q
1893 .| 1097 90’1 1910 .| 109’0 100'2
1894 .| 10279 894 1911 .| 1I11'6 100°3
1895 . 99°5 81 -

Dividing the years covered by this table into
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two periods, that of steady or falling prices from
1879 to 1896, and that of rising prices from 1897
to 1911, we recognize that the rise of prices has
meant a decided loss in real wages. 1912, how-
ever, has been a year of rising money wages in
many trades, and it is probable that, when reli-
able averages are available for price and wage
changes during the year, a not inconsiderable
rise of real wages will be seen to have occurred.
For though throughout both periods money
wages have been rising, and rising faster in
the period of rising prices, their rise has not
equalled the rise of prices. From the opening of
the second period the rise in real wages, per-
sistent during several generations, was brought
to a standstill, and during the first decade of
the country a net loss of real wages has been
sustained.

The rise of prices, however caused, has been
accompanied first by a stoppage in the progress
of the workers, and afterwards by a positive
retrogression in the real remuneration of their
labour.

An interesting table prepared by Mr. G. H.
Wood,! and arriving at a closer calculation of
variations of actual earnings by reference to retail
prices of commodities, with an allowance for

1 Statistical Journal, March 1909.
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unemployment in the estimate of money wages,
corroborates this general conclusion.

Average Average Real Wages,
Year. Money Retail allowing for
Wages. Prices. | Unemployment.
1879 . . 146 103 121
1880 . . 147 107 127
1881 . . 147 10§ 131
1882 , . 147 106 132
1883 . . 149 102 136
1884 . . 150 100 132
1885 . . 149 96 134
1886 . . 148 92 136
1887 . . 149 89 143
1888 . 151 89 149
1889 . . 156 91 155
1890 . . 163 91 162
1891 . 163 92 159
1892 . . 162 ' 92 153
1893 . . 162 89 155
1804 . . 162 87 158
1898 . . 162 84 163
1896 . . 163 83 170
1897 . . 166 86 170
1898 . . 167 87 169
1899 . . 172 86 176
1900 . . 179 89 179
1901 . . 179 9 175
1902 . . 176 91 170
1903 . . 174 92 164
1904 . 173 93 160
190§ . 174 92 163
1 176 92 168
1907 182 95 170
1908 181 97 159
1909 179 97 157
1910 179} 98 161
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It shows real wages advancing with fair regu-
larity and increasing rapidity from 1879 to a
period of climax lasting from 1896 to 1900, and
then undergoing a considerable fall. This table
is so interesting that it may be well to present
the portion of it which must closely concern our®
current problem.

The base year is 1850, but we omit the earlier
statistics and begin with the year 1879, which is
taken in the earlier official table.

§ 3. But whatever standard for estimating real
wages is taken, it is seen that the rise of prices
has been the signal for a stoppage of the rise of
real wages which had been taking place, with a
few slight breaks, during the previous generation.
During the opening decade of this century a
positive decline of real wages has taken place in
Great Britain. In various degrees the same is
true of the real wages of the working classes in
the United States and Canada, in France, Germany
and Italy. In some cases the loss of real wages
has been considerable, in others trifling, but this
century has seen a weakening of the economic
standard of life throughout the developed sections
of the industrial world.

Now this might be attributed to the pressure
of a growing population in these countries upon
the supply of wealth. If the growth of world-
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wealth barely kept pace with the growth of
population it might seem natural and necessary
that wages should not rise, and if population
outstepped production it might seem that wages
must fall. Our analysis of certain forces acting
*to retard the rate of growth of wealth might seem
to countenance some such interpretation.

But though we have seen reason to believe that
some slackening in the increased pace of wealth
production has been taking place, it is impossible
to acquiesce in this interpretation in face of
certain plainly admitted facts relating to the
growth of incomes and of property. While money
wages have been stationary in Great Britain
during this century, the aggregate income of the
nation has grown at a far faster pace than the
population, as attested by every evidence of
foreign trade, income assessed for income tax,
railway and banking returns: There has been a
considerable enlargement of the national dividend,
but labour has been getting a relatively smaller
share. If anyone is disposed to cavil at the
adequacy of this cumulative evidence that capital
is getting a relatively larger, labour a relatively
smaller, share, there remains the clinching testi-
mony of the rise of interest.

The rate of interest upon current investments in
Consols and first-class debentures in this country
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steadily fell for moré‘ than thirty years preceding
1896, and since tha{ time they have risen to an
extent of at least 25 per cent.! The rise in the
rate of interest on capital thus synchronizes
closely with the fall of real wages. This can be
no-. accident. Its ‘meaning is unmistakable®
Treating capital and labour as participants of the
national dividend, ifycan only méan that a shift
in the distribution has taken place, ldbour taking
less and capital more. .

The hire price of capital has risen at least equiva-
lently to the rise of general prices : the hire price
of labour has either fallen or has not risen at all.

It is this stagnation or fall of real wages that is
stirring the discorntent of the workers everywhere.
In this and other advanced industrial countries
most classes of wage-earners had made con-
siderable and fairly continuous rises of real wages
during half a century, and the expectation of
further advances underlay their common attitude
towards the future. Suddenly this expectation is
baffled, and instead of advance they experience
retrogression ir-the standard of living. Trade
unionism, with its policy of collective bargains,
the newly-won representation of labour by
working-men in Parliament, the advance of

1 See R, A, Macdonald, * The Rate of Interest since 1844,
Statistical Journal, March 1912.
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State and Municipal Socialism seem to avail
nothing against this insidious attack upon their
standard wages by the rise of prices.

§ 4. It has been generally admitted that a rise of
prices is detrimental to labour in that there is a
f lag ’ in the rise of wages. If prices continue to
rise faster than wages, that ‘lag’ may involve
a considerable loss to labour. It may even break
down the standard of comfort and of productive
efficiency of whole classes of workers, and so,
impairing future productivity, make for a further
rise of prices with further injuries to the real
incomes of the workers. It is, therefore, of
importance to ascertain, if we can, why wages,
the price of labour, have failed to rise correspond-
ingly with other prices. So far as the ‘lag’
theory is an explanation, not a mere statement of a
fact, it implies a slowness of the workers to demand
a rise of money wages which the circumstances of
their trade would enable them to secure, if they
demanded it. Now, granting this inertia of
labour to exist, it is certainly much lessened by
trade unionism and the habit of collective bar-
gaining. Labour has been more frequently
charged with making and pressing excessive
demands for higher wages than with remaining
acquiescent in a customary wage during long
periods of rising prices. “
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It seems reasonable, then, to look for other
explanations of the smaller share of the product
which labour appears to be receiving. If land,
capital and business ability are getting higher
prices and a larger total share, must this not be
due to the fact that the owners of these factors ofs
production are in a stronger bargaining position
relative to labour than formerly ? If production
in recent years is making greatly increasing
demands upon the natural resources of the soil,
for foods and raw materials to sustain the great
increases of population which modern immi-
gration has been placing upon the lands of
North and South America and for the develop-
mental work which is going on, and if city life
has been absorbing enormous masses of the
population either in old or new countries, there is
reason to believe that rent of land must be
gaining an increasing proportion of the dividend
of world-wealth. But so far as the older settled
countries are concerned, though the increasing
proportion of town-dwellers has brought a large
rise of land values, the great increase of incomes
of the well-to-do classes has been drawn from
capital and the control of capitalist industry.
Though some part of this increase may be at-
tributed to the larger number of industries which
have passed into the area of capitalistic enter-
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prise, and the constantly increasing quantity of
capital employed to co-operate with each unit of
labour-power, the rising rate of interest indicates
that this is not an adequate measure of the new
power of capital. The rise in the price of new
tapital during recent years can only be explained,
in terms of the general law of price, as due to'a
relative scarcity of supply. Notwithstanding the
great savings effected by the richer classes in the
advanced industrial nations, the supply of new
capital has evidently been unequal to the demand
at the older rate of interest. In other words,
there -has been a relative scarcity of capital.
‘Part of the rise in interest and profits is probably
thus explained. But not the whole. In some
countries it is manifest that the high earnings of
large masses of industrial and commercial capital
are due, not so much to what may be termed a
natural scarcity, as to the limitation of com-
petition between the owners of capital, i.e. the
organization of industry for limiting output, main-
taining profitable prices and bargaining with
labour.

Part of the rising interest and profits are due
to the establishment over large markets of prices-
above the level which free competition would have
maintained. The era of large gold output, of
expanding credit and of new large productive
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areas of investment, has also been the era of
trusts, cartels, conferences and combines of
every size and strength, all directed primarily to
secure a higher rate of interest and profit than
competition would secure for the group of busi-
nesses engaging in the operation. Tariffs, rail-
roads, ownership of rich natural resources,
control of the credit system, public franchises and
contracts, political influence for opportunities of
foreign investment and preferences in foreign
markets, these and other economic and political
instruments have been utilized by capitalists and
business men in order to place large masses of
capital in employments containing some measure
of monopoly, and the interest and profit gained
from such employment form an increasing pro-
portion of the unearned incomes of the well-to-do
classes of Europe and America.

The era of competition in the business world is
giving place more and more to an era of com-
bination. While capital and labour are both
combining, the combination of capital is ad-
vancing faster and is more effective. Though
primarily designed more for the control of output
and of selling prices than for bargaining with -
labour, it has been inevitable that trusts, and
other combines or federations of businesses,
should pay increasing attention to the art of
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buying labour economically. Though this art,
intelligently practised, involves the payment of
a wage of subsistence and other minimum con-
ditions for labour, it also involves a rigorous
interpretation of subsistence and a determination
"to prevent rises of wages from encroaching upon
profits. This new organization of capital thus
tends to militate against the rise of wages in two
ways : by restraining competition in the markets
so as to raise the price of the commodities which
wages buy, and by restraining money wages from
rising so as to compensate the workers adequately
for the rise of prices. Though there is here no
closely thought-out and conscious policy, the
operation of organized modern capitalism is
towards a modified ' iron law of wages,’ keeping
real remuneration of labour down to a level of
minimum efficiency demanded for the sorts of
skilled or unskilled labour which the several
industries require. ’

The relative scarcity of capital in the advanced
industrial countries is a natural result of the
greater mobility of capital as compared with
labour. It would seem to imply as its necessary
counterpart a relative abundance of capital in
the new developing countries which receive the
flow of foreign capital, and probably a higher rate
of wages in these countries than would otherwise

9
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have prevailed. Though in the United States
and Canada the growth of trusts and other
combines, together with the operation of high
protection, appears to have reduced real wages
during recent years, it is certain that the abundant
flow of overseas capital has tended to counteract
these influences. Moreover, it must be remembered
that the large increase of wage-earning population

“in these countries means that a larger proportion
of workers in the industrial world are working in
countries where a high level of real wages prevails.
If reliable statistics for South America were
available, we should almost certainly discover that
a rise of real wages for a rapidly increasing number
of workers had been taking place.

§5. As a larger quantity of the important in-
dustries in a larger number of countries pass into
a condition where machinery and other capitalistic
methods are of growing importance, it follows that,
though no change occurs in the rate of re-
muneration per unit of capital and labour, an
increasing proportion of the total product would
go to capital. Capital ‘ does’ relatively more,
labour less. If, in addition, capital is relatively
scarce, or is better organized, the payment per
unit for this larger capital will be greater, and
that for labour smaller. This appears to have
been happening in recent years in the advanced
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countries, as the rise of real interest and the fall
of real wages testify.

So far as the issue on its world-scale is left to the
free play of economic forces, its future depends
upon the factors determining the relative supply
and demand for capital and labour. Though, at
the present juncture, capital appears to have the
upper hand, the causes of this superiority may
not be long-lasting. If our analysis of the
situation is correct, the primary causes are (1) a
rapid new demand for large amounts of capital
to assist in developmental work at a time when
great wastes of capital and of current expenditure
have been taking place, and (2) a rapid im-
provement in the industrial, commercial and
financial organization of capital, enabling large
masses of it so to temper competition by com-
bination as to obtain a profitable control of
markets and stronger powers of bargaining with
labour. Therise of prices has been of considerable
secondary service in strengthening the pull of
capital, and incidentally of land and business
enterprise, upon the product.

How long this superiority of capital will last
depends chiefly upon (1) the nature and pace
of industrial improvements requiring increasing
quantities of capital per unit of labour, ¢.e. the
future of labour-saving machines and methods;
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(2) the quantity of developmental work still
remaining to be done; (3) the quantity of labour
available for co-operation with capital in the
various countries where it is required.

To these highly speculative questions no clear
answer can be given. There are, however, certain
changes in the strength of these determinant
factors which are likely. If we are right in our
analysis of the nature of the overseas investments,
it is to be expected that, when they fully fructify
in increases of consumable goods, there will be
a fall of prices especially affecting food supplies.
Such a fall of prices would in itself act as a check
upon the rate of further developmental work,
leaving a larger proportion of new savings for
investment in home enterprises, and lowering
again the rate of interest. If, as is probable,
the best available areas for profitable development
have already been tapped and opened up by the
enterprise of the last two decades, the future over-
seas investment will be on a scale of diminish-
ing returns, exercising a further check upon this
slowly-fructifying order of investment. Though
the world may contain unexplored resources as
large and valuable as any yet discovered, it is at
least likely that a considerable pause will ensue
upon the abnormally rapid movement of the last
years.
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§6. Whether any such reduction in the pace of
world-development is likely to be compensated
by an increasing demand for capital due to further
increments of labour-saving inventions is a quite
open question. On the one hand, it might seem
that, after a certain progress had been made in
raising the great primary manufactures through
the world to a standard of high mechanical
efficiency, further increments must be on a de-
scending scale, and that this same economy would
apply to transport. On the other hand, it is
arguable that as there is no assignable limit to
the useful application of the sciences to industry,
and as modern education and intercourse place
the inventive intelligence of mankind upon a
better basis of co-operation, we may expect a
quickening of the pace of discovery and the rate
of technical improvements. If this be so, may
not capital continue to be relatively scarce and to
demand and obtain a high rate of interest measur-
ing its scarcity ?

Against this we may perhaps set two not
unimportant considerations. As a larger pro-
portion of the world becomes developed and
standardized for modern economic work and life,
the actual amount of wealth in the hands of the
classes capable of saving will grow rapidly. Even
allowing for the rising standard of luxury, the
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amount, and probably the proportion, of the
savings of these classes will grow. The' new
developing countries which have been taking so
much of the new capital from the older countries
will soon be in a position to supply themselves
from their own resources. Unless, therefore, we
assume the above-named causes increasing the
demand for capital to be continuously operative,
the increasing supplies of capital may be so great
as once more to restore the condition of falling
rate of interest which prevailed during most of
the nineteenth century.

The other counteracting tendency to the
economic domination of capital is the reduction
of the supply of labour due to a reduced growth
of working-class populations. In all advanced
nations a distinct and progressive fall of the birth-
rate and a reduction in the net growth of popula-
tion are discernible. As an increasing proportion
of the total volume of labour power comes under
this influence, a scarcity of supply of labour may
make an appreciable effect upon its market price
over a larger area of the industrial world. Though
the increased intensity and efficiency of labour
may in some measure counteract this tendency,
that again may be offset by a reduction in the
hours of labour.

§7. Finally, two factors of immeasurable im-
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portance must be kept in mind in any attempt
to speculate upon the future. distribution of
world-wealth. One is the growing part likely
to be played in the near future by the employ-
ment of capital and labour in public enterprises.
. The State and the Municipality are evidently
destined to employ an increasing proportion of
the total supply of the factors of production, and
so far as the distribution of this product is con-
cerned the ordinary play of economic forces will
be modified or superseded by wider social con-
siderations. In several nations this development
of public employment has gone so far that some
10 per cent. of the workers are thus removed from
the ordinary labour market. As this process
advances, its direct and indirect influences upon
the distribution of wealth will grow. If, along
with the increase of public employment, the public
enforcement of a minimum wage and other im-
provements in the conditions of labour, affecting
profits, take place, important effects upon the
growth and application of capital, as regards the
various industries and the various areas, may be
expected. We may even pass into an epoch of
‘ blackleg * states which, refusing to conform to
the expensive standards imposed upon industry
in more advanced nations, suck an increasing
quantity of the savings of such nations, to be
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applied within their areas to ‘ sweated industries.’
More and more will advanced political states be
confronted with the effects of the cosmopolitanism
of modern industry and the limitations thus set
upon their full control of the economic forces
operating inside their borders.

Closely related to this political consideration
is the new economic situation which may be set
up at no distant date by the industrialism of the
Far East and particularly of China, a country
containing some four hundred millions of popula-
tion more nearly approaching the hypothetical
‘‘economic man’ than any other people in the
world. Though certain recent observers are dis-
posed to assign to China a slow pace of develop-
ment in modern capitalistic industry, even a com-
paratively slow advance might exercise a quite
appreciable influence both upon the investment
market and the commerce of the world. If any
large proportion of this flood of cheap, fairly
efficient, and rapidly reproductive, labour were
made available, either by immigration or by
foreign trade, for competition in the labour
market of the world, it might offset the whole
of the influence of the declining birth-rate of the
Western peoples.

The immediate effect of the effective admission
of any large section of China into the world-
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market would be to depress world-prices. This
must follow from the fact that, China being a
land of Jow prices from our Western standpoint,
its admission would mean a far larger proportion-
ate addition to the goods side of the equation
of exchange than to the money side. Though
prices in China would gradually rise to the general
level, and a higher standard of consumption might
correct the first effect, it seems reasonable to
expect that the quick opening up of China might
furnish an important correction to the prices
acting at present to raise world-prices. But
here again we should have to bear in mind the
enormous new scope for investment involved
in this developmental process, and the corre-
spondingly large stimulation of credit, and there-
fore of the aggregate amount of money, which
might attend the process.

The citation of these large unpredictable forces
suffices to show the folly of attempting positively
to forecast either the movement of prices or the
remuneration of labour in the near or distant
future.

The accelerating pace of internationalism,
through trade, investments and migration of
labour, is a factor of baffling significance. States-
men and economists alike have been slow to
recognize that the increasing domination of world
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markets for goods, capital and labour is rapidly
encroaching upon the efficacy of purely national
policies in all matters of vital economic and social
import. The determination of prices, and through
prices of the material conditions of work and life,
is more and more passing beyond the control ¢f
local or national groupings. At present they are
drifting into a more and more fortuitous con-
dition, as regards most trade and most people.
This tendency will bring increasing uncertainty
and anxiety into the lives of men unless some
organized endeavour to understand and to con-
trol these world-movements is set on foot.

A fuller, larger and more certain body of facts
is the first requisite. Large numbers of business
men, politicians, publicists and economists are
alive to the importance of a comprehensive
inquiry into the nature, causes and effects of
the recent rise of prices. Many are willing and
anxious to co-operate in such an inquiry. But
private co-operation alone will not suffice. The
governments of the different nations must agree
to promote an investigation within their several
borders conducted upon a common plan, in order
to obtain the reliable measured facts required
for the wide world-survey. The carrying out of
this project would furnish a fund of information
relating to prices which, submitted to scientific .
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digestion, might form the basis of a genuinely
international policy. Whatever proposals might
be made for the regulation of the output of gold,
the adoption of an international clearing-house
system, the establishment of a tabular standard
~f value, or any other device for monetary
economy or stability of prices, would involve for
their effective adoption an agreement of the
governments of the leading industrial nations.
As in point of fact, and as a matter of private
enterprise, finance has attained a far more
advanced degree of internationalism than any
other human relation, it is reasonable to expect
that - the international government, which is
slowly emerging, as a necessity from the grow-
ing tangle of extra-national relations betweeii
members of various countries, should first addreds
itself to establishing orderly relations in world-
markets and the values which they handle.



CHAPTER VIII

THE THEORY OF MONEY AND PRICES

§1. THOUGH the main problem which has

engaged our attention has been the

practical one of seeking an explanation
of the chief causes and effects of the phenomenon
of rising prices, it is worth while considering what
light our investigation sheds upon the theory of
the monetary regulation of prices known as ‘ the
quantity theory.’

Now there is a sense in which the so-called
quantity theory is a simple self-evident proposi-
tion, to the effect that a price expresses the ratio
between the quantity of money paid for goods
and the quantity of goods sold.

That being so, every increase in the proportion
of money to goods involves a correspondent rise
of prices, every decrease a fall. This theory
admits no question, and requires no exposition.
It neither raises nor solves any problem. But
in this self-evident statement ‘' money’ means
applied purchasing power of every kind, without
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regard to whether the instrument used is gold
or silver coins, notes, cheques or anything else
which sellers will accept in payment for goods.
If in any given period of time the respective
numbers of each of these various sorts of
‘money ' actually used in purchases were added
up, were then multiplied by the average
number of times each sort were used in pay-
ment (its velocity), and then the totals of each
sort of money were added so as to form an
aggregate, this aggregate would constitute the
total quantity of money. Similarly the different
kinds of goods, multiplied by the number of
transactions in which they figured, would form
the total quantity of goods.

It would then be true that the price level
would vary directly and proportionately with
every variation in the proportion of ' money’
to ‘goods.’ For money would simply mean
quantity of payment made on goods, while goods

- would mean quantity of goods supplied for pay-
‘ment, If twice as much money were paid this
year as was paid last year for the same goods,
prices would evidently have doubled; if 25 per
cent. less money were paid prices would have fallen
a quarter. This is the meaning we have adopted
for ‘ money ’* and for ‘ goods’ in our setting of the
equation of exchange. Itistrue we have not much
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concerned ourselves with the respective amounts
of the different sorts of money and their respective
rates of velocity, because this analysis appeared
otiose. For practical purposes we preferred to
take the aggregate of money as consisting of gross
incomes, plus new gold coming into currency and
new credit, disregarding the particular forms taken
by the monetary instruments.

If money be thus taken as equivalent to
aggregate of monetary payments during a given
period, the ‘quantity theory of money' is
absolutely correct. ’

It can, however, hardly be called a theory: it
is the simple exposition of an obvious fact.

§2. But in the controversy which takes place
round ‘ the quantity theory ' money is commonly
not used in this clear comprehensive sense, Asin
Professor Fisher's recent exposition,! a distinction
is often made between a narrower meaning of
money and this full meaning, and a ‘ quantity
theory ' is erected on the basis of the narrower
meaning. This narrower meaning virtually con-
fines ‘money’ to legal tender, excluding the
influence of deposit currency or cheques, on the
ground that the latter forms of purchasing power
are directly and closely controlled by the quantity
of money in the narrower sense; and, finally, it

L The Purchasing Powey of Money,
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makes the quantity of gold the supreme deter-
minant of price-movements.

It may be well to cite two passages from Pro-
fessor Fisher’s important work which bring out
this crucial issue. He breaks up the ‘ quantity
toneory’ into five factors. First comes Money
in the narrower sense, coin and notes, ¢ actual
money,’* and briefly designated M. Next comes

- Deposits, against which cheques are drawable,
designated M*, Each of these has its respective
velocity, the average number of transactions.in
which it figures, known as V and V.. The fifth
factor is volume of Trade, known as T, the
equivalent of what we term Goods.

Now the first definition of the quantity theory ?
avowedly confines it to the narrower Money.
‘“ The so-called ‘ quantity theory,’ .e. that prices
vary proportionately to money, has often been
incorrectly formulated, but (overlooking cheques)
the theory is correct in the sense that the level
of prices varies directly with the quantity of
money in circulation, provided the velocity of
circulation of that money and the volume of
trade which it is obliged to perform are not
changed.”

This statement is in itself indisputable. But
regarded as a contribution to the explanation

1P. 45. P. 15.
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of price-movement its worth depends upon (1)
the validity of ‘ overlooking cheques,’ and (2) the
validity of assuming the unchanged character of
velocity of circulation. Now in advanced com-
munities the major part of the ‘money’ which
operates on prices consists of cheques. Can they
be ‘overlooked’ with any advantage? Only
upon one supposition, viz. that their quantity
is directly governed by the quantity of legal
tender, f.e. that M! varies directly and pro-
portionately with M. Now this direct regulation
of deposits by gold and notes, ultimately by gold,
Professor Fisher appears to maintain. Indeed his
whole case for the final dependence of price-
movements upon quantity of gold is based upon
this doctrine. Observe, however, the curiously
qualified language in which the doctrine is
affirmed. ‘‘ It has even been argued that this
interposition of circulating credit breaks what-
ever connexion there may be between prices and
the quantity of money. - This would be true if
circulating credit were independent of money.
But the fact is that the quantity of circulating
credit, M?, tends to hold a definite relation to
M, the quantity of money in circulation ; that is,
deposits are normally a more or less definite
multiple of money.”* Observe that in the last
' P. 50.
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sentence we have the relation between money
and deposits first described as ‘ definite,” then as
‘more or less definite,’ with the further quali-
fication of the term ‘ normally ’ !

A more formal statement of this relation
uppears as one of eight ‘simple’ propositions.
** (8) There iends to be a normal ratio of bank
deposits (M1) to the quantity of money (MY ;
because business convenience dictates that the
available currency shall be apportioned between
deposits and money in a cerlain more or less
definite, even though elastic, vatio.”

Now taking into consideration the ‘ tendency,’
the ‘ normality,” the ‘ more or less definiteness’
and the ‘elasticity,” very little stiff substance
remains in this proposition. Yet upon it hinges
the whole of the theory that quantity of gold
output is the sole ultimate regulator of prices,
upon the money side of the equation of exchange.

If the proposition with all its qualifying lan-
guage means no more than this, that since gold
is one necessary ingredient in the manufacture
of credit, other things equal, credit, and so money
in the larger sense, will vary with the supply
of gold, no exception need be taken to it, except
that it bloats out into supreme prominence a
factor the actual determinant value of which is

1P. 54. The italics are mine.—J. A. H.
10
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greatly exceeded by several of the other things
assumed as equal.

Now turn to the other qualification, the
assumption that the velocity of circulation of M
and M!is unchanged. Professor Fisher thinks this
is warranted by affirming not that the velocity
circulation does in fact tend to remain unchanged,
but that its changes are not governed or affected
by the quantity of M or M!. He recognizes that
a number of forces are at work, increasing or
decreasing the rate of circulation, but because
they are independent of M or M! he feels justified
in ignoring them in his statement of the quantity
theory.

Now this is very curious. It is surely to be
expected that in order to prove that quantity of
gold normally rules prices, Professor Fisher would
feel obliged to show that the aggregate of money
in our sense of money payments was directly
governed by the quantity of gold. In order to
show this, it is necessary first to insist that
deposits, or circulating credit, is governed by
gold ; secondly, that the rates of circulation both
of gold and of deposits or cheques are similarly
governed. Now the first he does assert. But
by denying the dependence of rate of circulation
upon quantity of gold he greatly weakens, if he does
not destroy, the efficacy of his quantity theory.
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For what does it really come to?

‘ Since, then, a doubling in the quantity of
money (x) will normally double deposits subject
to cheques in the same ratio [sic] and (2z) will not
appreciably affect either the velocity of circulation
of money, or of deposits, or the volume of trade,
it follows necessarily and mathematically that the
level of prices must double.” ! In other words,
since quantity of money, in the sense of gold, is
admittedly one factor in determining prices, if
we exclude all other factors, prices will vary with
money. Surely a most attenuated doctrine!
Similarly, if we took any other factor, as, for ex-
ample, the extension of banking facilities, and ex-
cluded all other factors, a quantity theory could be
erected on this basis. “ We may now restate, then,
in what causal sense the quantity theoryis true. It
is true in the sense that one of the normal effects
of an increase in the quantity of money is an exactly
proportional increase in the general level of prices.”

1t may, however, be said, that if gold does closely
regulate deposits, or credit currency, and if it can
be shown that whatever causes affect circulation
are of independent origin, there is a reasonable
" presumption that an increase or decrease of
gold will be accompanied by a rise or a fall of
prices. But, if causes affecting circulation, and

1P, 156. 3 P. 157, the italics are Professor Fisher's.
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therefore affecting the aggregate of purchasing
power, are normally at work, as assuredly they
are, it cannot be true that * the normal effect
of an increase in the quantity of money is an
exactly proportionate increase in the general
level of prices.” These ‘normal effects’ can
only be presumed to occur when there are no
disturbing forces, but if the disturbance is itself
normal it destroys the normality of these effects.

No useful ‘quantity theory' can be estab-
lished in this way by eliminating other factors of
importance that are normally co-operating with,
or counteracting, quantity of money in the deter-
mination of prices.
_ §3. The same defective logic invalidates another

recent exposition of the same ‘ quantity theory’
by Sir David Barbour. “ All prices and wages,
therefore, could only rise in these islands above
their present level, other things being equal, if
there was a proportionate increase of gold in use
as money, whether such money be used to meet
casual and occasional payments or as reserves in
the banks,”?® and again, “1 have now shown
that, other things being equal, prices cannot rise
all round without a proportionate increase of
money, and that if the supply of money be
reduced, they must fall in proportion.”?

3 The Standard of Valus, p. 40.
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Itis thus evident that the worth of the quan-
tity theory in the form in which Professor Fisher
and Sir David Barbour desire to apply it depends
upon the relative validity or invalidity of their
qualification, * ceteris paribus.”

« Now there are two conditions under which
propositions so qualified may be admitted as
useful and true for scientific or for practical
purposes. One is that the °other things’
whose ‘equality’ is assumed are trifling in
character, of the nature which is designated
friction in mechanics, or ‘ personal equation ’ in
the art of observation. The other is that the
other things are either known to be so contrary in
disposition, or so numerous in independent origin,
that there is a sound presumption that they
will cancel out. In either of these cases such a
qualification may not impair the validity of a law.

But if the other things are important and do
‘not tend to cancel out, they may destroy the
entire value of the proposition.

Now this is actually the case with the ‘ other
things’ here treated as negligible. For among
them are such things as the expansion of banking
facilities, the financial reconstruction of great
industries so as to increase the proportion of
wealth available as security for credit, and a
development of profitable foreign investments
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on a scale of unprecedented magnitude and
celerity. It is clearly in these regions of com-
merce and finance that we have the chief explana-
tion of the enormous expansion of credit which has
been upon the monetary side of the equation the
principal cause of rising prices. .

§ 4. But it is now time to return to the other
fundamental assumption upon which Professor
Fisher builds, viz. that credit varies directly and
proportionately with gold, being in fact determined
entirely by it. There is no ground whatever
for this assumption. Admitting that gold plays
some part in facilitating and checking the great
recent growth of credit, no fixity of quantitative
relation between the two amounts can be main-
tained. Gold is not a base upon which is reared
a block of credit that enlarges and shrinks with
the length of the base line. It is not a weight to
which the weights of other monetary instruments
must adjust themselves. It is not even an anchor
securing the vessel of finance in times of storm.
“The real basis of credit is goods and the increase
of actual credit is attributable to the increase of
this goods-basis and the concomitant increase in
demand for credit arising from the expansion of '
new large profitable business enterprises.

Even if it appears from monetary statistics,
that in some particular country, as in the United
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States, the growth of deposits during a certain
period has kept tolerably close pace or proportion
with the growth of gold funds, the controlling
power of gold is by no means to be inferred.
Having regard to the number and importance
of other independent factors which admittedly
enter in as determinants, such proportionateness
of growth may reasonably be attributed to mere
coincidence. Or, if it be argued that, since gold
is by admission one necessary ingredient in the
manufacture of credit, some proportion must
subsist between the two, the main current of
causation would be not from gold to credit, but
from credit to gold. The pressure of demand
for credit would be a far more potent factor in
determining the supply of gold than would the
supply of gold in determining the supply of credit.
In point of fact, however, statistics of bank
deposits show that in most countries ! the rate of
growth during the twenty years preceding 1895,
when gold output was practically stationary, was
quite as rapid as during the subsequent fifteent
years. Moreover, so far as approximately reliable
statistics are available, it is found that in different
- countries a very wide variation takes place in the
rate of growth of gold and of deposits respectively.
This is natural enough. Since the rates between
1 Cf. Layton, An Introduction to the Study of Prices, pp. 136-8,
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the two must be materially affected by every im-
provement in banking and financial machinery,
as well as by the spread of knowledge and of
confidence in the trading and investing sections
of each population.

§5. What plausibility attaches to the quantity-
theory interpreted as a gold control rests upon a
hidden acceptance of the assumption that every
piece of money with which payment is made must
either contain, or be able to procure, a quantity
of gold of the same value as the goods which it
helps to exchange. But this assumption rests
in its turn upon a totally erroneous assumption
as to what people want money for. If every one
who receives a sovereign for a sack of wheat or a
pair of shoes were going to consume that sovereign,
as the other will consume the wheat or shoes, the
assumption that the monetary form must be
equal in value to the wheat or shoes would hold.
But the recipient of the sovereign paid for wheat
or shoes has no intention of consuming it : what
he wants it for is to use it to get hold of something
which he does want to consume. He wants this
single service of transfer which it is able to render
to him. A sovereign, then, in circulation must be
regarded as a vehicle of transport, an instrument
in the processes of commerce or exchange, which
passes through the temporary possession of a
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series of persons, each of whom receives it and
uses it for this single act of service.

Since this single act of service is all they want
to get from it, they must not rightly be regarded
as the owners of the sovereign, in the sense in
which they own either their consumable goods
or their capital instruments, but as the hirers
of the pieces of money which thus pass into and
through their hands. Accept this standpoint
and it becomes apparent that the real price of
money which concerns us is not the market-
price of goods, but the hire-price paid to owners
of money for the use of money. Now what do we
mean by the owners of money? We have just said
that the ordinary tradesman who receives money
in payment for goods is not rightly regarded as

"owner, but only as temporary occupier of the
money. But there are people who own money,
using it as a permanent possession, and letting it
out to other people who only want a temporary
use of it. These people are bankers. They are the
only people who are large owners of money, whose
business capital consists chiefly of money. The
real price of money is the price paid to these per-
sons for the use of money. In other words, it is
the hire-price not the purchase-price that is the
real * price of money.” The distinctively financial
use of * price of money ’ is the true use.
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This point of view alone affords an escape from
what is otherwise a hopeless impasse, or paradox,
viz. the apparent divergence in the movement
of the hire-price and the purchase-price of money.
In the case of all other things which are subjects
alike for sale and hire, such as land, houses;
motor cars, furniture, the hire-prices and the
purchase-prices always vary together, though
not always at precisely the same pace. It
would be impossible to conceive the general
price for houses to be rising over a period of
years while the rents of these houses were falling.
If motor cars become cheaper to buy, we know
they will become cheaper to hire. We under-
stand well the necessity of the agreement in
the movement of the two sets of prices. What
is the price of such a thing bt the capitalized
value of its rental? Uncertainty as to the
future events, which may affect the utility or
saleable value of any of these forms of property,
may, indeed, affect the relation between the sale
and the hire price, e.g. the number of years’
purchase constituting the capital value of a house
may increase or diminish. So the capital value
and sale-price of certain classes of house property
have shrunk in recent years considerably more
than the annual rental of these same properties.
But_this is attributable to special and abnormal
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causes affecting the calculability of the future
value of such goods, in view of the modern
mobility of population and industry on the one
hand, and swift transformations in means of
transit on the other. In other words, buying a
nouse may involve new elements of risk which
hiring a house escapes. So the hire-price and
the purchase-price may to some extent diverge.
But no such explanation is applicable to money.
Why should the quantity of goods which I can
get for lending £100 be as great or greater than
it was ten years ago, while the quantity I can
get for selling £100 is so much less? What is
the meaning of this apparently large divergence
between the hire-price and the purchase-price of
money ? ! :

1 It will be convenient here to point out that part of the
rise in hire-price, rate of interest, may not unreasonably be
copsidered a result of a continuous upward movement of
prices. So far as lenders look far ahead, they will require
for permanent or long loans, such as investments in Govern-
ment stock or railway debentures, a higher rate of interest if
they believe that prices will continue to move upward. For
in a continuous rise of prices the fixed money interest from
their investment will command a smaller quantity of real
wealth. {Under such circumstances the capital value of
their investment will also be shrinking. A higher rate
of interest will be required under such circumstances to
yield the same real remuneration for saving than in a
period of falling or stable prices. How far this actually
has operated to raise the rate of interest since the rise of
prices began it is impossible to say, but some part must be
accredited to it.
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The only satisfactory answer I can find is that
the so-called purchase-price of money is not a
true price at all, that the commonly adopted
economic view, to the effect that money is bought
and sold and passes in exchange on equal terms
with ordinary cominodities, is erroneous. It is
always the hire-price of money that really counts
on a parity with other prices. Money is in
reality always hired and never bought outright
except by a few classes of persons who are
‘ money dealers.’

§ 6. Once accept this view, the primary import-
ance of the hire-price of this money is evident.
The person who receives a sum of money for
goods he has sold, holding it in his possession
until the second part of the exchange transaction
takes place, by which he parts with this money in
- payment for the goods he wants for his own use,
is not, save in a purely formal and legal way, the
owner of the money which he temporarily holds.
He does not regard it as his property in the
same sense as he regards the goods he holds for
sale or for consumption, or the plant or other
capital which earns him his income. It is for
him only a passing instrument in the commercial
process. He values it simply from this instru--
mental standpoint. The fact that token coins
and inconvertible notes will under certain circum-
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stances perform all the functions of the best
money, proves that equality of commercial
values between the substance figuring as money
and the goods it buys is not essential. Modern
money is becoming essentially °token’ in its
character. This truth is not impaired by the fact
that sometimes ‘ token ’ money fails, and, through
fear lest it should not carry to completion
the process of exchange of goods, the exchange
instrument is found to resume its primitive
condition of equal utility with the goods whose
exchange it is to bring about.

The attitude of the ordinary business man
towards money is that of a man hiring a vehicle
for a single journey, not that of a man buying a
vehicle for continuous service. Perhaps a nearer
analogy! is that of the man who buys soda water
in siphons, paying the full price of each siphon
when he buys the soda water, but getting it
back again when he wants more. If one supposes
that he can return standard siphons at any
shop where he happens to deal, the analogy
becomes closer. Under such circumstances the

1 None of these analogies is exact. If monetary forms are

* vehicles ’ they are expansible and contractible vehicles

whose power of conveyance fluctuates with their number,

-the element of truth in ‘ the quantity theory." If they are

bottles they carry sometimes more and sometimes less. This

limitation of the analogies does not, however, invalidate
them for the purpose to which they are here applied.
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deposit he paid for siphons might be kept at a
considerably greater amount than the actual
market-price for siphons, as indeed is commonly
the case. The fact, that the siphons standing
empty in his cellar are not worth the money
he has paid for them, does not trouble him:
He will get it all back. These siphons are
‘tokens’ to the extent to which the deposit
on them differs from their market value. But
for the ordinary man the market value of siphons
‘has no concern, it is only this hire-price of them
that matters for him. The bottle manufacturer
and the soda water manufacturer alone are con-
cerned with the intrinsic value of the siphons.

So the gold-miner, the bullion merchant and the
banker are concerned with the intrinsic value
of sovereigns and other monetary instruments.
The concern of ordinary persons is to hire these
instruments and to get from each of them that
comes into their hand the single use which they
require from it.

§ 7. A provisional acceptance of this standpoint
has the merit of a hypothesis that fits the facts
and ‘ explains ’ our paradox of the rising hire-
price and the falling purchase-price of ‘ money.’
If money has not really a sale-price at all (except
for bankers and financiers) but only a hire-price,
the general rise of prices assumes a different
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economic character from that usually accorded
to it. It becomes a secondary result of the main
factor in the modern financial solution, the rapid
expansion of that money-hiring which we call
credit.

We then get the following order of events.
A concurrence of a rapid development of the
system. for supplying credit on hire, with a
similarly rapid development of opportunities for
making profitable use of credit (i.e. an expansion
of supply and demand for credit), has brought into
the world-markets an enormous volume of credit.
The demand for this credit has kept full pace
with the supply, tending to exceed it, so that the
hire-price has risen.

The actual increase of money mainly consists
of an expanding volume of credit, based primarily
upon goods and hired out to business men. It
is this volume of hired money that accounts for
the acceleration of the supply of money which
in the various markets confronts the retarded
supply of goods, and so, in accordance with the
only view of the quantity theory that has any
meaning, automatically raises prices. The fact,
that such a rise of prices should occur, no-
_ wise impairs the view just presented that money
to the ordinary business man is ‘token’ rather
than of intrinsic value. Any swelling of the
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value of admittedly token coins or inconvertible
notes notoriously operates to raise prices. The
rise of prices that has taken place, therefore, is
due directly to the increased quantity of money
in proportion to goods. But that increased
quantity of money is itself primarily due to tk>
increased supply and demand for credit or hired
token money, not to the rush of gold or to the
merely mechanical building up of credit on an
enlarged gold-base. '

§ 8. In such an exposition there remains, how-
ever, a point of great doubt and difficulty. Our
view of money in circulation is that it is hired,
not owned. If that be so, it would appear that
every one who gets a use of money, in order to
effect an exchange, must pay a hire-price for this
single use, just as every one who gets the use
of the postal system to convey news, or of a
railway truck to convey coal, must pay for a
service that involves an economic cost. Now
how this hire-price is paid in the case of money
owned by governmental or other bankers, and
lent by way of loan on discount to borrowers
who want it for a single act of purchase, is
evident. In the case of a discounted bill the .
discounting-house takes the hire-price in advance,
paying for the bill a sum of money slightly less .
than the sum which the bill purports to represent
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and which will be paid to meet it when it falls
due. Part of this deduction is for risk, but part
is a true hire-price for the single use made by
the money advanced in order to enable the
recipient to effect a purchase. He has sold
some goods of his own, receives in payment a
bill, gets that bill discounted by a banker or
broker, and with the bank money thus obtained
buys the goods of some one else which he requires
for his own use or consumption. Two parties
have presumably been benefited by this dis-
count operation, A. who bought B.s goods,
paying by means of a bill instead of by cash
which he had not got, and B., who by means
of this discounted bill was able to exchange the
goods he had to sell for the goods he wanted to
buy more quickly or on better terms. Since A.
and B. have each made an economic gain by the
discount operation, it is fair to assume that each
of them bas paid something to the banker for
the service rendered. Though in the face of it
B. has paid the whole in the shape of the dis-
count, it is reasonable to assume that A. has
not got his gain for nothing, but has paid his
share of the price for the instrument of exchange.
Nor is it difficult to see how he has paid it. If
he had paid cash to B. for the goods, instead
of accepting a bill, that cash payment would

II
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have been a little smaller than the sum for
which the bill is drawn. The larger sum which
A. will have to pay to the holder of the bill, when
he ‘' meets ’ it at maturity, will contain his con-
tribution to the hire-price of the credit form.
The significance of this case lies in the example
it affords of the payment of a hire-price concealed
in the use of a document purporting to be a sale-
price of goods. A. pays a hire-price for a credit
instrument that is open and obvious. - But B. has
also paid a hire-price wrapped up in the so-called
sale-price for the goods he buys.

We have here taken the case of a bill which
enables A. to sell his goods to B. and buy some
other goods, performing the function of money
in transacting a single exchange of goods for
goods, and Yetting a hire-price, actually paid by
the two parties, but formally paid by him who
has the bill discounted. But a bill once brought
into commercial existence may, during the period
of its lifé, have some further currency, passing
through several hands, and so performing the
function of money several times before it is
ultimately cancelled. Yo that case we -must
suppose that each of the parties that gets a.
use of exchange out of it must make some pay-
ment for that use, contributing a bit towards
the total hire-price paid either to the banker or

hJ
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broker who has discounted it, or to the person
in whose favour the bill is drawn, in case the
bill circulates as purchasing power without being
discounted. If it be agreed that each party
getting a use of exchange must make some
contribution towards the hire-price of the instru-
ment, there is only one way in which that con-
tribution can be made, so far as the parties whose
names are not originally involved in the dis-
counted bill are concerned. Now the use each
of them gets out of the money is in the act of
purchase it enables them to perform. Their
contribution then,; if made at all, must be made
by means of a slight raising of the price of the
goods they buy.with the bill. This raising of
price, regarded from the standpoint of the seller,
represents the lower value he sets upon the bill
as compared with a payment in legal tender:
it represents the lower degree of its security
or availability as purchasing power.

What applies to a bill also applies in various
degrees to other forms of credit-notes with which
purchasing is done. All such instruments, from
bank-notes or cheques to promissory-notes, so
far as they circulate or pass in currency, are
re-discounted each time they pass, in terms of the
price of the goods they buy. In this way each
person who gets a use of such an instrument as
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purchasing power pays his hire-price for that use,
Every credit instrument received in payment
tends to raise the price of the goods it buys, so as
to compensate the buyer for any risk or defect
of acceptability which belongs to it. The loss
represented by this enhancement of price is the
hire-price paid by the user of the credit instru.
ment for the single service that it renders him.

That service consists in enabling him to make a
purchase which otherwise he could not have made,
or made so soon. The performance of this service
involves using a monetary instrument whose
production and operation is attended with some
cost to the issuer. This cost consists partly in
losing the current use of the cash kept as guarantee
against the failure of the drawer of the bill to
meet it, partly in the risk of losing the whole
amount advanced. Towards this cost each user
of the bill or note makes his contribution.

So far as bankers are engaged in making loans
or advances, it thus appears that the hire price for
the credit money which they manufacture out of
the concrete wealth tendered as security and the
capital (including gold reserve) which they own,
is paid by those who use the credit. The same
evidently applies to the other monetary services,
which bankers by their deposit and cheque
system render to their customers. The greater
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security and velocity given to coins and other
monetary forms of legal tender by the bank
deposit and cheque system enables every holder
of money to get a better use out of it than he
could by keeping it in his till, quite apart from the
fact that the banker will pay him a part of the
hire-price he makes for loaning the greater part
of his deposits. The payment customers make
to bankers on current accounts may be regarded
as a price for using a more mobile form of money
instead of a less mobile.

Every credit instrument is kept in currency
on condition that such a payment is made each
time it is used. The effect of an increasing
utilization of such forms of credit money will
be to raise general prices, by enhancing the aggre-
gate of purchasing power, and weighting a larger
proportion of costs of purchase with this hire-cost
of the money used in payment.

§9. But what of the gold and other legal tender
issued by governments? Does each person who
uses a sovereign or a £5 note of the Bank of
England pay a price for its use ? This of course
need not occur. A Government could provide a
‘free’ currency, just as it could provide a ‘ free*
. postal system, by charging the whole expense upon
the revenue raised by taxes. It does not do this
with the postal system, but charges each user a
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hire-price forthe use of its postal machinery onthe
occasion of each service rendered.

One form of purchasing power issued by
Government, viz. postal money orders, is evi-
dently paid for upon terms which include a hire-
price. At the time you buy the stuff, you pay
something for the use of the bottle. You do not,
however, appear to pay in this way for the use of
coins issued from the Mint or notes issued by the
Bank of England.

The Government buys gold from bullion mer-
chants, makes it into coins, or manufactures
paper substitutes, and puts these coins and notes
into current use. These money instruments
thus cost the Government something to make
and to keep in repair. The Government must
hand over to the bullion merchants, mine owners,
etc., nearly the whole of the coins made out of
the gold they buy from them, or notes based on
that gold, or some other form of general purchas-
ing power which, properly interpreted, means a
general command over the wealth of the nation.

This order upon the general wealth means
a right vested in these bullion merchants,
miners, etc., to demand a portion of the general
body of commodities, services and new forms of . -
capital, in payment for furnishing materials
for manufacturing legal tender. Had these
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materials of the new supply of Government
money been withheld, and so this increased
demand for general wealth not been created, the
total purchasing power of the community would
have been so much less. Moreover, if the capital
and labour expended in gold mines upon the pro-
duction of this gold had been employed in other
industries, a larger aggregate of goods would
have been produced. But a smaller aggregate
amount of purchasing power, applied to buy a
larger quantity of goods, would have meant a
lower range of prices.! Thus, the effect of the
Government payment of the costs of manufactur-
ing and issuing new legal tender is to raise prices.
This general rise of prices is the direct result of
the payment made by the Government for the
gold. For when the gold merchants, etc., apply
this payment in demand for goods, or services,
or securities, they raise the prices of what they
buy. In fact, this is the only method (barring
taxation) by which the deduction of the real
wealth, required to pay the producers of gold,
can be made. If Government buys gold to make

2 This statement, however, needs some qualification. In
so far as the increased output of money facilitates commerce
and industry, not merely raising prices, it assists to produce
" alarger quantity of goods. This increased quantity of goodsis
a partial offset against the increased quantity of money, and
mitigates its influence in raising prices.
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a million more sovereigns, paying the bullion
merchants £980,000 for the gold, the real wealth
into which these gold merchants convert their
money is taken by a series of minute deductions
from the real wealth of the rest of the community.
These deductions are made in the shape of a
slight enhancement of all prices, or, in other
words, by a slight reduction in the amount of real
wealth which everybody gets by spending a
sovereign. It may here be remarked that it is
not only the particular persons who make use of
the new sovereigns thus coined who pay this
hire-price. Since that price is exacted through
a general rise of price, everybody using any form
of money contributes his share. But that fact
does not impair the validity of this method of
interpreting what takes place. If we take the
process of the governmental supply of currency
as a whole, all members of the community use
this currency and pay for its use in the manner I
describe, by means of a slight sacrifice of the real
wealth which they would have enjoyed, had it
not been deemed socially desirable thus to create
a currency.

It matters nothing, however, to the substance of
this explanation whether the payment for this
use of money is regarded as a hire-price paid by
each person, or as an indirect process of taxation
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incurred by a commercial community for the
supply of the legal currency it requires.

§ 10. Two conclusions may be drawn. The
Government or Government Bank is and remains
the sole owner of the legal tender it issues.
Jhough a legal ownership is vested in the person
who in the process of its circulation happens to be
its momentary holder, this does not express the
economic substance of the case. Government
lets out this money for the performance of a
series of financial operations, each of which is
paid for by the person who gets the use of the
operation. This continued ownership by the
Government has even its legal recognition in the
laws prohibiting clipping or defacement, and in
the power to ‘ call in ’ its money when it desires
to do so.

Once realize consistently that bankers and
governments are the only bodies that require to

-own and keep possession of money,! and that all
that private citizens or business men require is
the passing services of particular pieces of money
as instruments enabling them to exchange the

! This needs a slight qualification. Though bankers and
financiers are the only business men whose capital consists
predominantly in the possession of money, every business
requires to have a small quantity of till-money. In a modern
organized business, however, that is almost a negligible
factor.
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goods they want to sell for those they want to
buy, several difficulties are cleared up. It then
becomes intelligible that, at ordinary times and
in ordinary circumstances, they need not and will
not insist upon the intrinsic value of the money
instruments, but only upon their efficiency to de
the work required of them. This work at most
times has been partly done by money instruments
which do not even pretend .to an economic
value equivalent to that of the goods whose
exchange they effect. Token coins and incon-
vertible notes of insignificant intrinsic value can
perform the function of stable money, if their
supply is honestly regulated. Indeed our great
monetary system of bank money in the shape of
notes and cheques does not really stand upon the
steady basis of a right to demand and receive
gold which their forms profess. For it is well
known that a large part of the notes have no gold
behind them in the coffers of the Bank, and that
the gold reserve which is supposed to support
the general liabilities of bankers would be quite
inadequate to meet a financial crisis. More and
more in modern civilized countries financial
crises are met by a suspension of the right to
demand the gold which notes and cheques pro-
fess to give, and the substitution of some govern-
mental or banker’s certificate which relies for its -
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worth in the last resort upon the fact that people
will accept it as payment for goods. This means
that goods, not gold, are the basis of the modern
money system. Once grasp this principle, and it
becomes intelligible why gold itself when used as
thoney is sinking from its old . character of. in-
trinsic value and becoming a form of token money.
More and more, persons receiving gold in pay-
ment are ceasing to ask whether the intrinsic
value of this gold is equivalent to that of the
goods they have sold for it, or those they wish
to buy with it. They know that the power to
sell and to buy which the coin possesses does not
any longer closely depend upon the amount of its
inherent value. They recognize it as a passing
instrument of exchange, like a note, cheque or
token coin, which Government and bankers own
but ordinary men hire for single uses. If this view
be correct, it explains how the so-called rise of
prices or depreciation of gold may occur at a
. time when the rate of discount which con-
stitutes its hire-price has risen. The deprecia-
tion is an expression of the tendency of people
to treat gold in the light of token money. Of
course that tendency has not yet gone very far.
There are many communities, and some classes
in every community, that have some fairly close
‘regard to the intrinsic value of gold. For stable
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international relations some sufficient gold reserve,
as we have already intimated, may long con-
tinue to be necessary.

But, just in proportion as the token or merely
instrumental value of gold gains upon its intrinsic
value in the minds of ordinary users, will it be
possible for a depreciation of gold to take place, at
a time when the rise of its hire-price shows that
there is no excess of supply of gold. It must be
added that this change in the attitude of in-
dividuals towards gold, regarding it more in the
light of token money, would not, of course, in
itself bring about its depreciation or a rise of
general prices. That rise of prices, as we have
consistently maintained, can only be directly
attributed to an increase in the proportion of
purchasing power to goods. The causes of that
increase in proportion of money have been traced.
The increase of gold supply has been recognized
as one, though not a principal efficient cause.
When an enlargement of the supply of money as
compared with goods has been brought about,
prices rise, quite irrespective of the cost of
producing the various sorts of monetary instru-
ments.

Because so large an increase of the supply of
acceptable money has been made, all sorts of
that money, including the gold coins, suffer a
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depreciation of purchasing power. There is no
reason why the depreciation, or rise of prices,
should not continue until the purchase-price of
an ounce of gold coined into money diverged a
good deal further from the hire-price of the same
gold. But so long as gold is to any considerable
extent needed as a material for the manufacture
or support of money, that divergence between its
purchase-price and its hire-price must have its
limit. If a man in possession of an ounce of
gold finds its hire-price rising and its purchase-
price falling, he will be more and more disposed
to loan his gold instead of selling it, 4.e. instead
of buying goods with it. In other words, he
will be disposed to save a larger proportion of
his money than before, and to spend a smaller.

This will apply, of course, not only to the posses-
~ sion of gold, but to the possession of any sort of
money. Saving will increase and spending de-
crease. This will tend to adjust the balance,
reducing discount and interest, and reducing
prices. The fact that the hire-price and the
purchase-price of money have diverged is only
intelligible upon the hypothesis that the recent
conditions of the economic world required and
evoked an increased proportion of saving. A
larger proportion of the aggregate money incomes
has been thus applied to the creation of credit,
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but the demand for credit, based upon the growing
productivity of new capital, has grown even
faster than the supply, raising somewhat the
price. A result of the application of this in-
creased saving and diminished spending has been
to expand the volume of purchasing power at
a faster pace than the volume of purchasable
goods, and so to produce a rise of prices.

The rise of price is thus to be regarded as a
secondary and incidental effect of the increased
demand and supply of credit. Once accept the
view that the money with which persons buy
goods is not (save by a legal fiction) their own
property, but consists of instruments of exchange,
hired by them from a government, or bank, or
other financial business, for the single use to
which they are put, the paradox of rising hire-
price and falling purchase-price becomes intel.
ligible. The latter is unreal. Goods are not
exchanged against gold, in the same sense in
which coal is exchanged against cotton or corn.
The latter sorts of exchange are the substance
of all commerce, which always and exclusively’
consists in exchanging one sort of goods for
another sort. No one, except for uses in the
industrial arts, wants to exchange goods for gold,
for no one wants the gold except as a passing
instrument for obtaining other goods. This
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being so, no one will scrutinize the value of the
instrument, except as regards its efficacy for
the purpose in hand. So it becomes possible for
a money instrument, whether coin or note, to
have an instrumental or token value that is
gheater or less than the value which it would
have, if it were regarded not as a hired instru-
ment, but as a commodity held for consumption
or for fixed use as capital. An instrument, which
everybody hires for a brief use and no one wants
to own, cannot be said to have a true sale-price,
for there is no genuine market. The deposit on
siphons or bottles may exceed or fall below the
true cost of production and trade price within
considerable limits. So with the quantity of
goods handed over to secure the use of a money
instrument. Provided the person is sure of
being able to get the proper quantity of the
goods he wants to get when he wants them, the
temporary deposit on the vehicle does not much
trouble him. Of course if there is any real doubt
about the complete efficacy of the exchange
implement, the case will be different. He will
not hand over so much of his goods for money,
unless he has confidence that this money will
enable him to get so much of the other goods
which he wants. And there may be times and
circumstances when this confidence can only be
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obtained by insisting that the money instrument
shall have a permanent intrinsic value equal to
that of the goods he parts with and those he
wants in exchange. If the purchaser of soda
water had reason to fear that he might not be
able to get his deposit back, or the whole of it,
when he returned the siphons, he would consider
closely the 'utility of siphons as a form of
property, how much permanent use he could
get out of them, or how much he could get
for them in the open market. He would not
consent to pay a deposit larger than that
intrinsic value.

So it is with the person who * deposits * goods
for gold or for any other money. If thereis a
doubt as to the full efficacy of that money for
the particular exchange use for which he wants
it, he will then look behind the hire-price to
the purchase-price of the money. In a financial
crisis, when this want of confidence in the ability.
of money to perform the operation for which it
has been hired was widespread, people generally -
would take this view. They would then only
‘consent to ‘ deposit * or sell their goods for a
quantity and sort of money which had a per-
manent commodity value equal to that of the
goods. This abnormal attitude might, of course,
have as its necessary consequence such a fall of
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prices as was needed to equalize the commodity
value of an ounce of gold with that of the goods
whose exchange it was required to effect. It
not only might have, but it must have this
effect, if there were a strict adherence to the
sight to demand gold as a sole legal tender.
Indeed, for purposes of international commerce
the present position of gold is such that a financial
crisis of any broad character must for a time
put general prices upon this basis. So far as
a financial collapse of narrower or purely national
area is concerned, the growing habit of accepting
the guarantee of government or clearing-house
paper as a sufficient support for the purchasing
power of money is displacing the former tendency
in crises to rush for gold in order to hold it as
the sole security for the performance of the work
of exchange. I do not contend that no other
explanation is possible for the divergence between
the hire-price (discount) and the purchase-price
of money. But I suggest that the best explana-
tion is afforded by considering the exceptional
nature of the relation of the ordinary business
‘man towards the instruments of exchange. He
hires the use of them, but the conditions of his
hiring are such as to place him in temporary
legal ownership of the instruments he wants to

use. But normally his attitude towards them is
12
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that towards hired tools, the hire-price and not
- the sale-price of which is his concern.

I think that the full acceptance and applica-
tion of this principle that money is only ‘owned’
by governments, banks, and other financial
firms, and is let out by them on various terms
to those who want its temporary use, will clear
up a good many obscurities in the movements
of money and of prices.
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Ml eornth Kdition, Croum bve,
net,

Dltchﬂeld (P H.).

Lluseral

THRE PARISH

Third Edition.
m Bvo. s, 6. me

THE OLD TIMB PARSOV Illumud.
Second Editien. Dem

*THE OLD ENG{ISH COUIITRY
SQUIRE. Ilustrated. Demy Svo. 100. 64,
[ 1S

Ditchfleld (P, H.) and Boe (Pred).
VANISHING ENGLAND. The Honk by
P. H. Ditchfieid, Ilustrated by Fzeo Roe,
Second Sdition. Wide Dewy Sve, 132 wet.

Douglu (Hugh A.). Vl.NlCl: ONFOOT.
ith the lunerary of the Grand Camal.
Jllustrazed. Smnd EJJM Rownd

PNk A "
VENICE AND HER Tl!AS‘Ul!S.
11 d Rewnd %, Feap, bvo

9. sel.

Dowdeu (3.}  FURTHER STUDIES IM
THE PRAYER BOOK. Cr, bov. &,

P (S. B. SERMONS ON
SUH}m ONNECTED WXTH THR
OLD TESTAMENT. Cr. oo,

Dumas (Alexandre). THE CRIMES or
THE URGIAS AND OTHEKS., With
an ' Introduction by R S (aAlllfl‘
lustrated. Second Edition. Cv. oo,

THE CRIMES OF URBAIN (,MN.
DIER AND OTHERS. Lilosuated. Cr.

Bow, 6s.
THE CRIMES OF THE MARQUISK
DE BKINVILLIERS..AND OTHERS,

lllustrated.  Cy. dve,
THE CRIMES OF ALI PACHA AND
OTHERS lllastrated Crdon 6a
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MY MEMOIRS. Translated by E. M.
WatLzr, With an lmroducnon by ANDREW
Lanc. With F in Ph

ROUND THE WORLD
EL. [Illustrated. Fifth

Frnser (J P )

"""' Cr Bw

In six Volumes, Cr.8ve. 61, sach volume.
VoL, L. 1802-182:, Vou. 1V. 18301831,
VoL. 11, 182a~1825. Vou. V. 1831-1832,
Vor. 111, 1826-1830. VoL, VI, 183:-183-4
MY PETS. Newly translated by A,
AcrviNsoN.  lllustrated.  Cr. Bvo. 6s.

Duncan (F, M.,), OUR INSECT
FRIENDS AND FOES. lilustrated.
Cr. 8vo. 61,

Dunn‘-l’attlson (R, P.). NAPOLEON'’S
ALS. lllustrated. Demy 8vo.

Sn-md Edition. 12s. 6d. net.
THE BLACK PRINCE.
Second Edition. Demy 8vo.

Durham (Tha Earl of). THE REPORT
ON DA.  With an Iatroductery
Note. Dcmy 8ve. 4s. 6d. net.

Dutt (W, A,). THE NORFOLK BROADS.
Ilustrated. Second Edition. Cr. 8ve. 1.

Ezerton (H, E.). A SHORT HISTORY
OF BRITISH COLONIAL POLICY.
Third Edition. Demy 8ve. 7s. 6d. net,

!vnns (Herbert A,). CASTLES OF
AND AND WALES. ILlustrated.
Dtmy Bvo. 1xas. 6d, mel,

Exeter (Bishopof). REGNUM DEL
(The Bampton Lectures of xgor.} A Cheaper
Kdition. Demy 8vo. 73, 6d, net.

Ewald (Carl)e MY LITTLE BOY.
Translated by ALBXANDER TEIXEIRA DR
MaTtTros. Ilustrated. Feap. 8vo. ss.

Fnlrbrother (W. H). THE - PHILO-
T. H. GREEN. Second
Edmm.

Cr. Bvo, 31, 6d.
'i’foulkes (Charles). THE ARMOURER
S CRAFT.

lustrated. Koyal
4!:. £z n net,

Firth (C. H). CROMWELL'S ARMY:
A History of the Engllsh Soldier during the
Clvﬂ Wars, lhe (.ommonwealth and the

d Edition.

Tllustrated.
72, 6d. net,

Cr. Sve. 6o

Fisher (H. A, L.). THE REPUBLICAN
6’].;RA]}Z)YJI‘IQN IN EUROPE. Cr. 8ve,
W Mk,

FltzGerald (Edward). THE RUBA’IYAT
- OF OMAR KHAYYAM. Printed from
the Fifth and last Edition. With a Com-
mentary b . BaTson, and a Biograph-
ical Intro ux.non by E, D. Ross. Cr. 2ve.

Flux (A. W.). ECONOMIC PRINCIPLES,
Demy Bvo. 74, 6d. met,

Ganon (Sir Franeis). MEMORIES OF
LIFE. lllustrated. Third Edition.
Dmy 8vo. vos. 6d. net.

Glbblns (H. de_B.). INDUSTRY IN
LAND: HISTORICAL OUT-
LINEb With Maps and Plans S:vmt/l
Edition, Revised. Demy
THE IND Ub'l'RIAL HISTORY OF
ENGLAND. With 5 Maps and a Plan.
Eighteenth and Revised Edstion, Cr. 8vo.

ESI:I'.GLIS H SOCIAL REFORMERS,
Second Edition, Cr. 8vo. s, 6d.

Glbbon (Edward) THE MEMOIRS OF
FE _OF EDWARD GIBBON,
Ed~ d yG BirkseECck HiLL. Cr. Boo. 6s.
THE DECLINE AND FALL OF THE
ROMAN EMPIRE.  Edited, wuh Notes,
Appendices, and Maps, by J . Bury,
Illustrated.  /m Scven Valumt.r. Demy
8vo. Lach 10s. 6d. met. Also in Scuven
Volumes. Cr. 8vo. 6s. each.

Glover ('l'. R.). THE CONFLICT OF
RELIGIONS IN THE EARLY ROMAN
EMPIRE. Fourth Edition. Demy 8uvo.
-95. 6d. net.

Godley (A.D.). LYRA FRIVOLA. Fourth
Edition. Feap. 8vo. 13, 6d.
Second Edition.

V}_RSES TO ORDER.
Feap. 8vo. 25, 6d.
SECOND STRINGS. Feap. 8do. 2s. 6d.
Gostllng (Franeces M,). THE BRETONS
Ml‘.. Iliustrated. Third Edition.
Cr Bw
Illus.

AUVERGNE.AND 1TS PEOPLE,
trated. Demy 8vo.  108. 6d. net.

*Gray(Arthur). CAMBRIDGEAND ITS
STURY. llustrated, Demy Bvo. 74, 64,
wel,

Grahame (Kenneth) THE WIND IN
THE WILLOWS. Illustrated. Sixsh
Edition. Cr.8vo. 61

Granger (Frank). HISTORICAL SOCI.
UGY : A Text-Book or PouTics.
Cr 8ve. 3s. 6d. net.

Grew (Edwin Sharpe). ' THE GROWTH
OF A PLANEL. lliustrated. Cr.8v0. 6s.

GriMn (W. Hall) and Minchin (H C
LIFE UF ROBER ' BROWN
llluﬁtraled Second Edition. Dmy &vo.
125, 6d. met.

Hale (J. R.).
FROM SALAMIS TO I'SU-SHIMA.
Cr. Bvo. 61, mel.

FAMOQUS SEA FIGHTS:
Tllustrated,
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"Hall (H R.). THEANC]ENT HISTORY

AR EAST FROM THE

EARLXEST PERIOD TO THE PER-

SIAN INVASION OF GREECE. IMus-
trated. Demy Bve. 154, mel.

Hu.nnay {D.). A SHORT HISTORY OF
THE ROYAL NAVY. Vol L, 1217-1688.
Vol. II., 1689-1815. Demy 8vo. Each
7%. 6d. net.

Ha.rger (Charlos G.)}. THE AUTOCAR
ROAD-BOOK. With Maps. In Four
Volumes. Cr. 8vo. Xack gs. 6d, net.
Vol. L—~SouTn or Tux THAMES.
Vol. IL—Norr awp Sourn WALERS
AND Wast MipLANDS.
Vol. III.—EAsT ANGLIA AND EAsT Mip-
LANDS.
* Vol. IV.—~THx NorTH or ENGLAND AND
SOUTH OF SCOTLAND.

Harris (Frank)., THE WOMEN OF
SHAKESPEARE. Demy8vo. 75, 6d. net.

Hassall (Arthur). THE LIFE OF
NAPOLEON. Nustrated, Demy 8vo,
78. 6d. net. .

Headley (F. W.. DARWINISM AND
ODERN SOCIALISM. Second Edition.
Cr 8wo. $5. net.

Henderson (M, St url}i GEORGE
MEREDITH NOVRLIST, POET,
REFORMER. With a Portrait. Second

Ldition. Cr. 8vo. 6s.

Henloy (W. E.). ENGLISH LYRICS:
CHAUCER 6’1;0 POE. Second Edition.
28, 64, nef,

Hill (George Francls) ONE HUNDRED
MASTE ECES OF SCULPTURE.
lllusuaxed. Dlmy 8vo. 108. €d. net.

Hind (C. Lewis). DAYS IN CORNWALL.

Cr. Buo,

Hlustrated. 7hird Edition. Cr. 8vo. 6s.°

Hobhouse (L, T.)., THE THEORY OF
NOWLEDGL Demy 8vo. 10s. 6d. net.

Hobson (J A,). INTERNATIONAL
: AN APPLICATION ov Economic
Tnzonv. Cr. 8vp, 25, 6d. n,

PROBLEMS OF POVER'IY AN INQuirv
INTO THE INDUSTRIAL Coxuvirion OF THR
Poor. Secventh Edition. Cr. Svo. 25, 6d.

THE PROBLEM OF THE UN-
EMPLOYED : Ax ExQuIRY AND aN
Ec%r:ic.mxc Poucv. Fifth Edition. Cr. 8vo.
25,

Bodgson (ll_{lrs W.). HOW TO IDENTIFY
INESE PORCELAIN, lilus-
trated. Third Edstion. Post 8ve. 6s.

!!oldlch (Slr T. H. THE
D ) INDIAN

1880--1900. Mlustrated,
Su-ou' Idsm 'Dmy Buo. sos. ur:n

Holdsworth (W. S.). A HISTORY OF
ENGLISH LAW. Ix Fewr Volumes,
Vois. 1., I1., I1l. Demny 8vo. Each 10s. 6d.
net.

Holland (Clive). TYROL AND ITS
QOPLE. IMlustrated. Demty Bro. xos. 6d.

THE BELGIANS AT HOME. Illustrated.
Dewny 8vo.  x08. 6d. net.

Horsburgh (B. L. S.). LORENZO THE
MAGNIFICENT ;: AND FLORENCE IN HER
Govioen Ack. Ilustrated. St:andbdzt;on
Demy Bve. 155, net.

WATERLOQ : A NARRATIVE AND A Crix-
1cisM. Witk Pians. Second Edition. Cr.

8vo. 53,
THE LIFE OF SAVONAROLA. Ilius.
trated. Cr. 8veo. §5. nel.

Hosle (Alexander. MANCHURIA. Ilus.
trated. Second Edition. Dewmy Bve. 7s. 6d.
et

Hudson (W. H.). A SHEPHERD’'S
LIFE: Imrrassions or THE SouTH Wive-

suirg Downs. Wustrated,  Third Edi-
tion. Demy 8vo. 73, 6d. met,
Hum hreys (John H.). OPOR-

PR
NAL REPRESENTATION. C». 8ve.
5:. net,

Hutchinson (Horace G.). THE NEWw
REST. Iustrated.  Fowrth Edition.
Cr. 8ve. 6s.

Hutton (Edward), *THE CITIES OF
C 8IN.. 1ilustrated. chrtla Edition.

THE CITIP.S OF UMBRIA. Illustrated.
Fourth Edition. Cr.Bve. 6s.

*THE CITIES OF LOMBARDY. Iitus-
trated. Cr. Boo, 6s.

FLORENCE AND NORTHERN TUS
CANY WITH GEN OA. Iliustrated.
Second Edition. Cr. 8ve

SIENA AND SOUTHERN TUSCANY
Mustrated. Second Edition. Cr. 8ve. 6;.

VENICE AND VENETIA. Iflustrated.

Cr, 8vo. - 6.
RO\IE&mustmted. Thivd Editiom. Cr,

COUNTRY WALKS ABOUT FLORENCE.
lllustratcd Second Edition.  Feap, 8ve.

5.
1N UNKNOWN TUSCANY. With Nores
by WiLLiam Heywoon, IMustrated, Second

Edition, Deny 8vo, 7.r 6d. net.
A BOOK OF THE WYE.  Illustrated.
Desny 8vo. 3. 6d. net.

Ibsen (Henrik). BRAND, A Dramatic
Poem,* Transiated by Wirriam WiLson,
Fourth Edition. Cr. 8vo. 35, 6d.

Inge (W. K.).  CHRISTIAN MYSTICISM.
(The Bampton Lectures of 1899.) Second
ond Cheaper Edition. Cr. 8ve. 11 wst,
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fnnes iA. D,). A HISTORY OF THE
BRITISH IN INDIA. With Maps and
Plans. Cr. Bre. 6s.

ENGLAND UNDER THE TUDORS.
With Maps. Z7hird Edition. Demy 8vo.
105, 6d. nel.

Innes (Mary), SCHOOLS OF PAINT-
ING. [lllusirated. Second Edition. Cr.
8ys,  5s. net.

Jenks (E.). AN OUTLINE OF ENG-
LISH LOCAL GOVERNMENT. Second
Edlion. Rcv:sed by R. C. K. Ensor,
Cr. 8vo.  2s.6d. »n

A SHORT HISTORY QF ENGLISH LAW:
FrOM THR EARLIEST J1MES TO THE EnD
oF THE YEAR 191x. Demy 8vo. 108, 6d.
nek.

Jernlngham {Charles Edward), THE
OF MARMADUKE. Second
Edition. Cr. 8vo. ss.

Johnston (Sir H, H ), BRITISH CEN-

RAL AFR l(, Jl r’mted‘ Third
bmtt(m Cr. 4

THE NEGRO IN THxﬁ NI.\V WORLD.
Lilustrated. Demy 8vo. 315, med.

Julian (Lady) of Norwich, REVELA-

NS OF DIVINE LOVE. Edited by
GRACl WARRACK. Fourth Edition. Cr.
8vo. 35 6d.

Keats (John). THE POEMS. Edited
with Tatroduction and Notes by E. de
SeLINCOURT. With a Frontispiece in Photo-
gravure.  Third Edition.  Demy Bvo.
74. 6d. nek.

Keble (John). THE CHRISTIAN YEAR.
With an lntroduction and Notes by W.
Lock. 1lluswated. Third Edition. Feag,
Svo. . 35 6d.

Kempls (Thomas a). THE IMITATION
OF RISL. From the Latin, with an
Introducnon by Dean FARRAR. Tlustrated.
Third Edition. tKeap, 8vo. 35, 6d.

Kingston (Edward). A GUIDE TO
TrHE BRITISH PICTURES IN THE
NATIONAL GALLERY, Ilustrated.
Feap. Bvo. 35 6d. net.

Klp‘lng {Rudyard). BARRACK-ROOM

LLADS. 108tk Thousand. Thirty-firsé
La’mon Cr. 8vo. 6s. Also Fcap. 8vo,
Leather. ss. net.

THE SEVEN SEAS. 89tk Thousand.
Nineteensh Edition. Cr. 8ve. 6s. Also
Feap. 8vo, Leather. ss. nel.

THE FIVE NATIONS. g72nd Thousand.
Lighth Edition. Cr 8vo, 6s. Also Feap.
8vo, Leather. 35, net.

DEPARTMENTAL DITTIES.
Edition. Cr. Bve, 6s.
Lrather. ga, mat.

Twenticth
Also Fcap, Bue,

Lamb (Charlss and Mary). THR

COMPLETE WORKS. Edited with an
Introduction and Notes by E. V. Lucas. A4
New and Revised Edition in Six Volumes,
With Frontispiece. Feap Bvo. si. each,
The volumes are :—
1. MiscELLANEOUS PRrosE. 11. Enia anp
THE LAST Essavs or Evia. m. Booxs
rorR CHILDREN. 1v. PLavs aND Pomms.
v. aod vI. LETTRRS.

Lankester Sir Ba
CHA
Cr 8vo. 6.

SCIENCE FROM

Hlustrated. #ifzk
Ea’xtwn

Le Braz (Anatole).
PARDONS.
GosTLING.
Cr. 8ve.

Lock (Walter). ST,
MASTER-BUILDER.
Cr. 8vo.  33. 6d.

THE BIBLE AND CHRISTIAN LIFE.
Cr. Bwo. Gs.

THE LAND OF
Translated by Frances M.
Illustrated. T/ird Edstiom.

PAUL, THE
Third Editien.

Lodge (Sir Oliver). THE SUBSTANCE

FAITH, ALLIED WITH SCIENCE:

A Catechism for Parents and Teachers.
Elevenih Edition. Cr. 8vo. 25 net.

MAN AND THE UNIVERSE: A Stupvy
OF THE INFLUENCE OF THE ADVANCE IN
SciENTIFIC KNOWLEDGE UPON OUR UNDER-
STANDING ©OF CHRISTIANITY. Ninth
Edition. D:my 8ve. 35. net. Also Feap,
8vo.  18. met,

THE SURVIVAL OF MAN. A Stupy 1x
Unrecognisep Homan Facurry.  Fifth
Edition, Wide Crown 8vo. s5s. net.

REASON AND BELIEF. Fifth Edition,
Cr. Bvo. 35, 6d. net

'MODERN PROBLEMS. Cr. 8vo. ss. met.

Lorimer (George Horace). LETTERS
FROM A SELF-MADE MERCHANT
TO HIS SON. 1llustrated. Twenty-second
Kdition. Cr.8vo. 3s. 6d.
Alse Frap. 8vo. 18, nel.

OLD GORGON GRAHAM. [liustrated.
Second Edition. Cr. 8vo. 6s.

Lucas (E, V.. THE LIFKE OF CHARLES
LAMB. lllustrated. Fifth Edition. Demy
8vo. 7s. 6d. net

A WANDERER IN HOLLAND. Illus.
trated. 7hirieenth Edition. Cr. 8vo. 6s.
A WANDERER IN LONDON. Ilus-
trated.  Twelfth Edition. Cr. 8ve. 6s.
A WANDERER IN PARIS. Ilustrated.
Ninth Edition. Cr.8ve. 6s.
Also Feap. Bvo.  ss.
*A WANDERER IN FLORENCE. Illus-

strated, Cr, 8vo. 6s.

THE OPEN ROAD: A Little Book for
Wayfarers. ZLighteenth Edition. Fcap.
8ve. ss.; India Paper, 73, 6d.
®4lso0 [lUustrated in colowur, Cr. 4le 153, net.
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'l'Hl FRIENDLY TOWN : A Littla Book
for the Usbane. Sul& Edm.-. Feap. Soo.
India Fapev, y.
FiRESIDE AND' suusmu& Sisth
Edition. Feap. b
CHARACTER AND COMEDY. Sisth

Edstion.

THE GEN‘I'LiST A%:T. A Choica of
Letters by Entertaining Hands. Sevensd
Edition. Fcap 8o, i!.

THE SECOND POS Third Edition.

HERINFINTTE VARIETY: A Framine
PorTrAIT GalLReY, Sixth Kdition.

6006 COMgANY A RALLy or Mzw.
Second Edition. Feap. Be. g

ONE DAY AND ANOIH R. Ky
Edition. Feap. 8vo. ev

OLD LAMPS FOR NEW. FourtA Editien.

LlSTﬁNER 'S LURE: Aw Onrroua Nan-
RATION. Ninth Edition. Feap. Bvo. ss.
OVER BEMERTON'S: An Easv-Going
CuronicLe., Ninth Editien. Fcap 8ve,

58
M. INGLESIDE. Ninth Edition. Feap.
8vo.
See also Lamb (Charles).

l.ydekker (R. and Others). REPTILFS,
HIBIA, FISHES, AND LOWER
CHORDATA. Kdited by J. C. Cunming-
nas. lllustrated. Demy Bve, 304 6L net,

lydekker (R.) THE OX AND ITS
KINDRED. lllustrated. Cr. 8oe. 6r

Macaul aﬂ (Lord). CRITICAL AND
HISTORICAL ESSAYS. Edited by F.
C. MonTAGUR. Three Volumes. Cr. ive.
28e.

HcCabo (Joseph?. THE DECAY OF

OF ROME. Third

Ed wn Dﬂn 2. 6d. nei
THE EMPRESSES OP ROME. Illus-
Demy 8ve. 318, 6d. net.
and  Russell

lh.chrth { Desmond

ﬂ"’ { DY JOHN RUSskLL:

A Mgmor. lllus&nted. & Aidition.
Damy bve. 308, 64, net.

IcCullagh (Francls). THE FALL oOr
ABD-UL-HAMID. Ilusrated. emy
Sve. 104. Gd. met.

HcDotxxfa.ll 6Wllllam). AN INTRODUC.

TIO T SOCIAL PSYCHOLOGY,
FourtA Edition. Cr. 8ve._ ss. net.

BODY AND MIND: A History awo a
Darzncs or Axinion. Dewy fow. 308 6d

Tdm Mort® LAuum ofs a‘r cnnn.
NA AND H
Itw OM

qurllncl (Maurice)l. THE BLUR
A Famxv Puav v Six Acra
Trnmlno‘ by Aisxawpen Tmizgina os
MAtros. Foap.bve. Dechle Bdges. 35. 64,
Also Feap. bwe. cma 1. wed. As
Edmon. ﬂlunnud in eolour b

blished

F.Caviavy
. sto. Gt
top. 314, met, Oll.hl above book Twenty-
nine Bditions in s}l have been insued.
MARY MAGDALENE: A Prav 1x Tunas
Acts. Translated by ALzxawnas Taixnina
o Mattros. Taid Edition.  Feap. bue.
Dechle Edgen, 3. 64 met.  Alrs Feap. foo
18. wef,
DEATH. Translated
Teixzina p8 Marros,
Fcop. Bvo. 3. 6. met.

luha (J P.). A HISTORY OF ECYPT
THE PYOLEMAIC DYNASTY,
llluunxed. Cr. 8ve. &

Hnltlnnd (P. ROMAN CANON
THE CHUR(.H OF KNG
LAND. Royal bvo. 3. 64
Marett (R, R,), THE THRES!IOLD or
RELIGION. Cn Gve. ps. 6 met.

lurrlon (Charles). A SPANISH HOLI.
DAY, llutrated. Demy bvo. ys. 64 wet,

THE ROMANCE OF THE RHINE
lilustrated. Demy 8vo. tos, wet.

Marriott (J. A. R). THE LIFE AND
TIMLS OF LUCIUS CARY, VISCOUNT
FALKLAND. lilustraod. Socomd £dstson.
Damy Bvo.  yo. bd. met.

Hneﬂeld (John). SEA LIFE IN NEL-
ML llustrated. Cr, Som

64
A SAILORS GARLAND. Sclected and
Edited. Sacond Edition. Cr. dve. 3. 6.
nef.
Masterman (C. . G) TENNYSON
AS A uuu‘:ﬂo‘us TEACHER. Second

Edition. C: [
THX CONDITION OF ENGLAND,
Fourth Edition. Cr.bve. bs. Alse Fcap.
Sve, 12 mst.

*Mayne (Ethel Colburn). BYRON. lilve
Demy

Awzxanoee
‘ourth Edition.

trated. 4 Sww peiumen, by ss.
[ 7S
Medley (D. J.) ORIGINAL ILLUS-

TRA’ l'lONS OF ENGLISH CONSTIU.
TIONAL HISTORY., Cr.lsn 1s. 64 nefe

Methuen (A. M. S.). ENGLAND'S RUIN ¢
Discusszp 18 Founrean Lerrems vo &
Provactionsst. Nimth Edicon. Cr. bwa.
3. net.

Mites (Eustace). LIFE AFTER LIFE:
ou. n. TuuoRY ©OF REINCARNATION.

. 6d. net,

THB POWll or coxczmﬂ'lom

T Acquing 17, Sraved Sdirion
ca.w. o 0 Nty
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ll"li! (J G) THI LIFE AND LET-

SIR JOHN KEVERETT

MILLAIS. Ilusirated.  Netw Editson.
Demy Sve. y:.sd.-a.

lﬂlne (J G.). A HISTORY OF EGYPT

ER ROMAN RULE.
Cr. Ow. 6s.

Moffat (Mary M.). QUEEN LOUISA OF
PFRUSSIA. 1l d. Fowrth Edits

v. Bve. 6r.
MARIA THERESA., lllustrated. Demy
8vo. 105. 64, net.

!oney g. G. Chiozza),

lglo. Tenth

tu-.
MONEY'S FlSéAL Dl’l‘.TIONARV. 1910,
Second Edition. Demy 8ve.
lNSURANCE VERSUS POVLRTY. Cr.

8Bve.

THINGS THAT MATTER: ParErs on
SUBJECTS WHICH AME, OR OUGHT TO BE,
UNDER DiscussioN. Demy 8ve. st. met.

Montague(C.E,). DRAMATIC VALUES.
Second Edition. Feap. 8vo, s,

Moorhouse (E. Hallam). NELSON'S
LADY HAMILTON. lustrated. 7hird
Edirion. Demy Bvo. 31, 6d. met.

*Morgan (C. Lloyd). INSTINCT AND
EXPERIENCE. Cr. Bro. st met.

'Nevlll (Lady Dorothy). MY OWN
MES. Edited by her son. Demy 8vo.
lsl nel.

Norway (A. ﬂ) NAPLES: Past anp
Present.  llustrated.  Aowrzh Ldition.
Cr. 8vo. 6o,

'O'Donnell (Elliott). =~WEREWOQLVES

Cr. 8ve. 51, met.

Oman (C W C) A HXSTO'RY OF THE
ART AR "IN THE MIDDLE
AGES. lllusl.raxed. Dnny 8ve. 100, 6d.

ENGLAND BEFORE THE NORMAN
CONQUEST. With Maps. Second
Editien. Demy 8vo. 101. 6d. net,

Oxford (M. N), A HANDBOOK OF
NURSING. Sixth Edition, Rnln‘ Cr.

[lustrated.

RlCHES AND
and Revised

Bve. 3. 6d. met.
Plkes (W. C. C.). THE SCIENCE OF
YGIENE. lllustrated. Second and

Cbc‘}cr Edition. Revised by A. T.
Nanxaveri, Cr.Bve. st met,

Parker (!rle). THE BOOK OF THE
200, lilustrated. Second Editton. Cr.
8vo. 6s.

Purs (Slr Bdw!n). TURKEY ANDITS

dition. Demy 8ve.
lll U. ut.

Petrie (W. M. Flinders). A HISTORY
OF EGYPT. llusirated. Jw Six Volwmer.
Cr. Bvs. 6s. sach.

Vou I. Fmom tue Ist vo Tum XVir:
DvVNASTY. Seventh Edition.

Vor. II. Tur XVilTa anpo XVIiirx
DveasTies. Fourth Edition.

Vou. 1II. XIXTH To XXXTH DynasTins.

Vor. IV. Ecvrr unver THR ProLEMAIC
Dvnasty. J. P. Manarry.

Vo.. V. Ecver unpex Roman Rur. J. G,
MiLne.

VoL. VI. Ecver_ v TuE MipoLe Aces.
StanLzy Lane.Poorx.

RELIGION AND CONSCIENCE IN
ANCIENTEGYPT. lllustrated. Cv. Boe,

21, 6d.
SYRIA AND EGYPT, FROM THE TELL
EL AMARNA LETTERS. Cr. 8ve,

as, 6d.

EGYPTIAN TALES. Translated from the
Papyri.  First Series, 1vth to xtth Dynasty.
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AND THEIR DISTINCTIVE CHARAC
- TERS. Ilustrated. Cr. 8o, 62 mef.

Slmll (l’d)- A BOOK OF EXMOOR.
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COMPANIONS OF THE WAY. Being
Selections for Morning and Evening Read-
. ing. Chosen and arranged by Erizaserx
WATERHOUSE. agr(,g 8vo, 55, nel.
THOUGHTS OF A TERTIARY,
Pott Bw. 5. et
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A. Wallis Myers. or. 64 met. Third
Bdition, Revised. .

Tuz Comrixre Morokist. Filson Young.
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ZarpinaL Manning. A, W. Hutton,

Suaxizs Siuzon. H.C. G, Moule.

Jouw Knox. F.MacCunn.. Second Edition.

Joun Hows. R.F, Horton,

[woxas Kzw. F. A. Clarke,

>soxge Fox, TxE Quaxsa. T. Hodgkin.
Third Edition,

Joss Kusim Wdlu Lock

Tuomas CHALMERS., Mrys, Oliphant, Second
Editien.

LanceLoT AnDrEWaS. R, L. Ottley.  Second
Edition.

AvcGusTing oy Cantareurv. E. L. Cutts. *
Wnriam Lave. W. H. Hutton. Third Ed,
Joun Donne. Augustus Jessop.

Tiomas Cranmzr. A. J. Mason.

LaTiuze. R. M. Carlyle and A, J. Caslyla.,
Bissor ByrLzr. W. A. Spooner,
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The Library of Devotion. .

With Introductions and (where necessary) Notes.
Small Poit 8vo, cloth, 21, § leather, 21, 6d, met each volume.

Tuz Conrmssions oF ST. AUGUsTINGE
Seventh Edition,
Thur IMITATION OF CHEIST. Sicth Edition.

THE CHmsTIAN YRAR.  Fif2h Edition,
Lyza InvocewTiUM. Third Edition.
THE Teurie. Second Edition.

A Boox or Devorions., Second Edition.

A Sarious Car 1o A Dxvour ana Hory
Lare.  Fourth Edition.

A Guinz To Etzaniry.

Tug Inwne Wav. Swcond Editiom,

On TuE Love or Gob,

Tuz PsarLus or Davio,

Lyma ArosToLicA.

‘Tug Sonc or Sonas.

Tux THOUGHTS OF PAscAL.  Second Edition.

A MaruaL or CowsoLATION PROM THR
Samnrs awp FaTurgs,

DzvoTIOoNS YROM THE APOCRYPHA.
Tux SeirrtuaL Coupar.’
‘Tug Drvorions or Sr, AwszLu,

Bisnor Wieow’s Sacaa Privarta.
Grace Asounping 10 Tus Cuisy oy Sis-

NERS.

Lyra Sacma: A Book of Sacred V:n-.
Second Edition.

A _Dav Boox rrom tna Bamers anp
FaTusns,

A Litris Boox or Heavewiy Wispox. A
Selection from the English Mystics,

Ligey, Lirs, and Love, A Selactios from
the German Mystics.

Aw IxTeopucTion 7o TWe Dxvouvr Lirm,
Tns Litris Frowzrs oF s Gromiovs
Mgzssex ST, FRANC!S aND OF mis Frians.
Dzaaru awp [umonrarery. :

Tuz SrimirvaL Guion. Second Edition.

Dxvorions yor Everv DAv tw vua Waas
anp THE GrraT FesTivalrs

Precas Privaran.

‘Homan Mysricaz: A Day Book from the

Writings of Mystics of Many Nations.

Little Books on Art.

With many llustrations. Demy 16mo. 21,.6d. met cach volume.

Each volume consists of about 200 pages, and contains from 30 to 4o Illustrations,
including a Frontispiece in Photogravure,

Avsrecar DOrex. L. J. Allen
Al'ls or JArAu, Tux.  E. Dnllal. Third

Booxrum E. Almack.

Borricmut, Mary L. Bonnor,

Bunxs-Jones. F. de Lisle.

Crrrint. R. H. H. Cust.

CuRISTIAN SymBoLisM. Mrs. H, Jenner.

Cunist a8 Axr. Mrs. H. Jenner.

Cuavor. E. Dillon.

Constams. H. W. Tompkins. Second
KEdition.

Comor. A. Pollard and K. Bimnstingl.

Enamers, Mrs. N. Dawson. Saend Edition

Fezperic Leicuyon. A. Corkran.

Geosce Rouney. G. Paston.

Gaeex Art. ‘H. B. Walters. Fowrth Edition.

Grxvzz awp Boucuxn. ' E. F. Pollard.

Horamn, . Mre. G. Fortescue.

ILouvaTED Manvscuiers. J. W. lndluy

Jewmiizav, C. Davenport.

Joun Horrwxn. H. P. K. Skiptoa,

SIIJO_SIIVA Revnotps. . Sime. Swcond
Edition. ‘

Miuxr. N. Pescock.

Miniarunes, C. Davenport.

Our LaDY 1w Anr. M, H. Jeanes.
Rarsaxz, A.R. Dryburss.

Rzupzawor., Mr. E. A. Sharp.

*Ropin. Muriel Ciolkowska.

Tourwzn, F. Tyreell-Gill

Vanprcx, M. G, Smaliwood.

vmmm w. Wilber{om- snd A R
Warrs, R.E.D, Skeuhlq. Second Rdition,
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The Little Galleries.

Demy 16me. 23, 6d. net cack volume,

Fach volume contains 20 plates in Photogravure, together with & short outline of
the life and work of the master to whom the book is devoted,

A Lrrrix GaLLery or REvNoLDS. A Lirtie Garrery or MiLiars,
A LitTir GaLtery or Romney. A Lirrin Garizry oy EncLise Poxts.
A Likmia Galixay or Horrnzn.

The Little Guides.

‘With many Illustrations by E. H, New and other artists, and from photographs,
Small Pott 8vo, cloth, 21. 6d. net; leather, 3. 6d. net, eack volume,

The main features of these Guides are (1) a handy and charming form ; (2) illus-
trations from photographs and by well-known artists ; (3) gocd plansand maps ; (4)
an adequate but compact presentation of everything that is interesting in the
natural features, history, arcbaeology, and architecture of the town or district treated.

CAMBRIDGE AwD 17s Corteces. A. H. | LEicEsSTERSHIRE AND Rurianp. A Harvey

Thompson., TAsrd Edition, Revised, and V. B. Cxowther:Beynnn.
Cuanngs IsLanps, Tue. E. E. Bicknell, MippLesex. J. B. g‘-"‘;"v Wade
Encuish Laxes, Tux. F. G. Brabant. M%}‘:;:f”“sm“ e ad J. H
Isiz or WiGur, Tax. G. Clinch No"o.,,z W. A. Dutt, Second Edition,
Lo . G. Clinch. Revise .

poN Clinch . NORTHAMPTONSHIRE, W.Dry. Sewond Ed,
Mavverr Countar, Tux, B.C. A. Windle, NortrumeerLaND. J. E. Morris.
Norrn Warzs. A, T. Story. NoTTINGHAMSHIRE, L. Guilford.
Oxroxn Anp 118 Coutzees. J. Wells | Ox F. G. Brak

Ninth Edition. . Surorsuire. J. E. Auden,
Suaxzsrearz’'s Coonrzy. B.C. A Windle. | Sougwser. G. W.and J. H. Wade. Second

Fourth Edition, Edition.
S1. PauL’s Carurpran. G. Clinch. STaAl C. Masefield
Westunster Asmev. G, E. Troutbeck. | SurroLk. W. A. Dutt.

Second Edition. Suxzey. J. C, Cox,

Sussex. _F. G. Brabant. TAsrd Edition.

B ¥. G. Brab WiLtsHirg. . F. R. Heath,
Bucxingnausuire, E. S. Roscoe,’ Y°M'“‘s‘."“- Tug East Rmowa. J. E

Cuxswixa.  W. M. Gallichan, Yorksuiee, Tux Noxt# Rioiva J. K

ComnwaLL, A. L. Salmon. Morris.
Dzraysuiax. J. C. Cox. YorksHirg, Tue Wast Ripmvg, J. E,
Dxvon. S. Baring-Gould. Second Edition. Morris. Cleth, 38, 6d. met ; leather, 42, 64
Dorszr. F. R, Heath. Second Edition. met,

Esszx. J. C, Cox. .

Hanrsuize. J, C. Cox. Bxirranr. S. Baring-Gould
Hextroxpsxmx. H. W. Tompkins. Noruaxpy, C. Scudamore,

Kzxr. G. Clinch, Roux. C. G. Eilaby,

Kaazv. C, P, Crane Siciy. W, H. Jackson.
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-

The Little Library.

With Introductions, Notes, and Photogravure Frontispieces,

Small Pott 8vo.

Anon.
LYRICS. Second Edition.

Austen (Jane), PRIDE AND PREJU-
DICE. Twe Volumes.
NORTHANGER ABBREY.

Bacon (Francis). THE ESSAYS OF
LORD BACO

Barham (R. H.). THE INGOLDSBY
LEGENDS. Zwo Volumes.

Barnett (Annie), A LITTLE BOOK OF
ENGLISH PROSE.

Beckford (Willlam), THE HISTORY
OF THE CALIPH VATHEK.

Blake (Willlam), SELECTIONS FROM
THE WORKS OF WILLIAM BLAKE.

Borrow (George), LAVENGRO. Zwe

Veolumes.
THE ROMANY RYE,
Brownlng (Robert
FROM

THE EA
ROBERT BI\OWNIN(I.

Cann!ng (George). SFLECTIONS FROM
THE ANTI-JACOBIN : with some later
Pocms by GEORGE CA!\NING.

Cowley (Abraham), THE ESSAYS OF
ABRAHAM COWLEY.

Crabbe (Georie SELECTIONS FROM
THE POEMS OF GEORGE CRABBE.

“Cralk (Mrs.). JOHN HALIFAX,
GLN'ILEMAN Two Volumes.

Crashaw (Richard), THE ENGLISH
POEMS OF RICHARD CRASHAW.

Dame Alighiepl THE INFERNO OF
Translated by H. F. Cary.
THE PURGAI ORIO OF DANTE. Trans-
lated b
THE PXRADISO OF DANTE. Trans-
lated by H: F. Cary.

Darley (George), SELECTIONS FROM
T F_yPOhMb OF GEORGE DARLEY.

Deane (A. C.). A LITTLE BOOK OF
LIGHT VERSE. |

Diekens(Charles), CHRISTMAS BOOKS.
Twe Volumes.

SELECTIONS
v “POEMS ~OF

A LITTLE BOOK OF ENGLISH,

Eack Volume, clotk, 1s. 6d. net.

Ferrier (Susan). MARRIAGE. ; Two

T}I;II::[“II\’HERITAVCE Two Volumes.

Gaskell (Mrs.), CRANFORD. Second £d.

Hawthorne (Nathaniel), THE SCARLET
LETTER.

Henderson §
OF SCOTTISH V.

Klng]ake (A, W.).

dition.

%I A LITTLE BOOK
EOTHEN. Second

Lamb (Charles), ELIA AND THE LAST
ESSAYS OF EL

Locker (F.). LONDON LYRICS.

Marvell (Andrew). THE POEMS OF
JANDREW MARVELL.

Milton (John). THE MINOR POEMS OF
JOHN MILTON.,

Moir (D. M) MANSIE WAUCH.

Nichols (Bowyer). A LITTLE BOOK
OF LNbl 1SH SONNETS.

Smith (Horace and James), REJECTED
ADDRESSES.

Sterne (Laurenee)
JOURN

Tennyson {Alfred, Lord), THE EARLY
P8§Mb iy ALERED LORD TENNY-

- SON.

IN MEMORIAM.

THE PRINCESS.

MAUD.

Thackeray (W. M.).. VANITY FAIR,
Three Volumes.

PENDENNIS. Three Volunes.

HENRY ESMOND.

CHRISTMAS BOOKS.

Yaughan (Henry). THE POEMS OF
HENRY VAUGHAN.

Waterhou%e (Ellzageth)
Thirteenth Edition.

WoPdSWOPth (W,). SELECTIONS FROM
EMS OF WILLIAM WORDS-.
WORTH

Wordsworth (W.) and Coleridge (S. T.).
YRICAL BALLADS. Second Edition.

A SENTIMENTAL

A LITTLE
ND DEATH,
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The Little Quarto Shakespeare.
Edited by W, J. CRAIG. With Introductions and Notes.

Pott 16mo.  In 40 Volumes,

Leather, price 1. net each volume,

Mahogany Revolving Book Case. 10s. net,

) Minjature Library.

Demy 32mo.

Eurnravor : A Dialogue on Youth. Edward
FitzGerald. :

Ture Lire or Epwarp, Lorno Herserr or
Cuersury. Written by himself,

Leather, 1s. net eack volume.

Poroxivs; or Wise Saws and Modern In-
stances. -Edward FitzGerald.

Tunr Rus&ivAT oF OMAR KHAYYAM. Edward
FitzGerald, Fourth Edition.

The New Library of Medicine.

Edited by C. W. SALEEBY.

Carx or Tnx Bopy, Tue. F. Cavanagh.

Second Edition. 7s. 6d. nel.

CuiLDREN oF THE NaTion, ThE. The Right
Hon. Sir John Gorst. Second Edition.
74, 6d. net.

ConTroL or A Scouree; or, How Cancer
is Curable, The, Chas. P. Childe. 7s. 64.
nes. ’

Disrases or OccupaTion, Sir Thomas Oliver.
s08. 6d. net. Secomd Edilion.

DriINk PrOBLEM, in its Medico-Sociological
Aspects, The, Edited by ‘T, N. Kelynack.
78, 6d. net.

Demy 8vo.
DruGs anp THE DruG Harir. H. Sainsbury,

FUuncTIONAL NERVE DisBAsks. A. T. Scho~
field, 7. 64. net.

Hvcieng or Minp, Tur. T. S. Clouston.
~ Fifth Edition. 14, 64, nel,

INFANT MorTALITY. Sir George Newman.
75, 6d. net.

PrevenTION or Tueexcurosis (Consume-
TION), THR. Arthur Newsholme. 10s. 6d.
net, Second Edition.

Armr aNp HEALTH. Ronald C.-Macfie, 74. 64,
et Second Edition.

The New Library of Musie.
Edited hy ERNEST NEWMAN, Zlustrated,. Demy 8vo, 75, 6d. net,

BRrAHMS, Second

J. A. Fuller-Maitland.
Edition.

HanpeL, R, A, Streatfeild. Second Edstion.
Huee Worr. Emest Newman,

Oxford Biographies.
Jllustrated. Feap. 8vo. Eackh volume, cloth, 25, 6d. net ; leather, 3s. 6d, net.

Danre ALIGHIRRL,  Paget Toynbee.
Edition, & yn

GiroLAMO Savonarora. E. L. S. Horsb .
Fourth Editiosn., orsburgh

Joun Howarn. E. C. S, Gibson.
AvrreED TENNYSON. A. C. Benson.
Kdition.
Sz WarLTer RarEicr. L A. Taylor,
Exasuus. E. F. H. Capey. ~

Second

Third [ Tne Youxc PrerenDrR. C. S. Terry,

Romert Burns. T, F. Henderson.
CuaTnAM. A. S. McDowall

FRANCIS OF Assisi, Anna M. Stoddart.
Canning, W. Alison Phiflips,
BraconsrizLp. Walter Sichel,,

Jouann Worrcane Goernz. H. G, Atkins.
FraNgots px FENELON. Vixcount St. Cyres,
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Three Plays.
Feop. Bve. 25, ndt,

Trz Hongvuoon. A
Arnold Bennett.

Kisusr,

lm'l'hlum l Mnasvo

rasrowns.  Arnold Bennett and Kdwan
Kooblauch. Sevend Kditson.

Edward Knoblauch.

The States of Italy.

Edited by E. ARMSTRONG and R. LANGTON DOUGLAS,
Jilustrated, Demy 8ve.

A History or MiLaw Uwpax THE S IAH oV A M Allsa. ze0. &
Cecilia M. Ady. 30¢. 64 et net,
A Histoxy or Pravaia. W. Heywood. zss. 6£ metf,

The Westminster Commentaries.
Genenal Editor, WALTER LOCK.

Demy 8oo.
Tas AcTs oF THE Al Rdited by R. | Tus Boox or Tas Prorwey lsatan., Edia
B. Rackh Sixth KEditss 200, 6. by G. W. Wado. z0s 64

Tus Frest ErisTis or Pavr THR ArosTiR
To TR CoRINTHIAMA. Bdntd by H. L.
Goudge. Third Edition.

Tux Boox or Exoous Edmed by A. H.
M'Neile. With a Mapand 3 Plans, zor. 6d.

Tns Boox or Ezzxim, KEdited by H. A.
Redpath. lu.ﬁl.

Tnz Boox or Gxwvmsis.  Edited with Tntro-
duction Notes S. R ives,

hth o

Apprrions anp Corracrions rw vrs Sevswr
awo Eicure Eoivions or Tas Boox ¢
Guuxsis. 8 R. Drives. 24

Tn-Boo:orJn lcﬁﬂby&C-S.Glhu
g il

Tnl’.nrn.lovs\' ]nl-. Rdited with 1
troduction sad N:ﬂ by R. J. Keowlio,

The “Young” Series,

Jliustrated,

'l'n Young Boramsr. W P. Westell and
C. S. Cooper. 3s. 6d. net.
Tux Young Carranrax, Cyrilﬂall. [Ty
Twa Youwe Kuzcracian. Hammond Hall
8

Crown 8ve,

Tz Youwe Ewciwmzn, Haimmond Ha
Thivd Rdition. g».
Tun Youso Nn'vlnm W. P Weste

TnYovnOum W. P. Weme
t
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Methuen’s Shilling Library.

Feap. 8vo.

Cowpition oy Engianp, Tum. G. F. G.
Masterman.

D= Prorunbpis. Oscar Wilde.

FroM_MipsuipMax To FIELD-MARSHAL.
Sir Evelyn Wood, F.M., V.C.

*IpeaL Huseanp, AN. Oscar Wilde.

*Jimmy GLover, His Boox. James M.
Glover,

*Joun Boves, Kinc or THE WA-Kixuvu.
Jobn Boyes.

Lapy WINDERMERE'S FAN. Oscar Wilde.

LeTTERS FROM A SELP-MADE MERCHANT
T0 His SoN. George Horace Lorimer.

Lire oo‘: Jouwn Ruskin, THE. W. G. Colling-
W

Lire or RoserT Louis STevENsON, THR.
G our,

Books for

Crown 8vo.

15. net.

*Lirr or TennvsoN, Tur. A.C. Benson.
*LiTTLE OF EvERvTHING, A. E. V. Lucas.
Lorp ARTHUR SaviLe’s Criue. Oscar Wilde.

Lore or Tux Hongv-Bee, Tux. Tickner
Edwardes.

MAN aND THE Untverse, Sir Oliver Lodge.
MARY MAGDALENE. Maurice Maeterlinck.
SELECTED PoEMs. Oscar Wilde,
SgvasroroL, AND OTHER STomies, ILeo
Tolstoy.
Tuz BLux Birp. Maurice Maeterlinck.
Unpexr Five RziGNs. Lady Dorothy Nevill.
$VaiLiMA LETTERS. Robert Louis Stevenson.
*Vicar or MorwensTow, THE. S. Baring-
Gould.

Travellers.
6s. eack.

Each volume contains a number of Illustrations in Colour,

SA Wanpgrer 18 Frorence. E, V. Lucas.

A WANDERER IN Paris, E. V. Lucas.

A Wanpzrer IN Hortann, E. V. Lucas.

A Wanoerex In Lonpon. E. V. Lucas.

Tur NorroLx Broaps. W. A, Dutt.

Tne New Foresr. Horace G. Hutchinson.

Narizs. Arthur H, Norway.

Taz CiTizs or Umsria. Edward Hutton.

Tue CiTigs or SpaiN. Edward Hutton.

*Tuz CiTies OF LoMmBARDY. Edward
Hutton. [ 4

FLORENCE AND NORTHERN TUSCANY, WITH
Genoa. Edward Hutton.

SiENA AND SouTHERN Tuscany., Edward
Hutton.

Rome. Edward Hutton.
Vexice AND VENETIA.  Edward Hutton,
Tue Bretons aT Home. F. M. Gostling.

Tue Lanp or Parpons {Brittany). Anatole
Le Braz.

A Boox or THE RHINE. S. Baring-Gould.
Tup NarLes Riviera. H. M. Vaughan.
Davs 1N Cornwall. C. Lewis Hind.

TurouGH EAST ANGLIA IN A MoTtoz Cax.
J. E. Vincent.

Tre SKIRTS oF THE GrEAT Citv. Mrs. A,

Rounp apour WiTsHire. A. G. Bradley.

ScoTLanp or To-pav. T.F. Henderson and
Francis Watt.

NOrRWAY AND ITs Fjorps. M. A. Wyllie,

Some Books on Art.

Art AND Lire. T. Sturge Moore. lllustrated.
Cr. 8vo. 55, met.

Aivs AND IDEALS 1N ART, George Clausen.
Nostrated. Secowd Edition. Large Post
Buve. 55, met.

Six LECTURES ON PAINTING, George Clausen,

Illustrated.  Third Edition. Large Post
8ve., 34 64, net,

Francesco Guamor, 17131793 G Al
Simoason. lllusr:-.ud. }m/mﬂ 4.

42 3. et

IrLusTrATIONS OF THE Boox or Joa
William Blake. Qwxarto. 41 1s. net,

Joun Lucas, PORTRAIT PAINTER, 1828-1874
Arthur Lucas. llustrated. JZmiperial 0.
£3 35 net.

Ong Hunpren MASTERPIECES OF PAINTING.
‘With an Introduction by R. C. Witt. Ilus-
trated. Second Edstion, Demy Boe. 10s. 64.
net.

A Guipe To THR BriTisu PicTUREs ¥ THE

* NATIONAL GaLiazy. Edward Kingstoan.
Tilustrated. Feap: Bve.  30. 64, et
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Soxz Books oN ARrT-—continued.

Gux HUNDRED MASTERPIRCES OF SCULPTURE.
With an Introduction by G. F. Hill. Ilus-
trated. Demy Bve. 105, 64, net.

A Romney Forio, With an Essay by A. B,
Chamberlain. Imperial Folio. 1§ 138,
net.

THr SAINTS IN ART.
Ilustrated. Feap. 8ve.

ScHooLS OF PAINTING.
trated. Cr, 8ve.

Margaret E. Tabor.
35. 6d. net.

Mary Innes.
55 mel,

Mus-

Tux Posr Imrxmssionists. C. Lewls Hind.
‘ Illustratad. Reyal tve. 71. 6d. met.

Crrric ART 1% PaGar AND CurisTian Tisns.
J. R. Allen. MMlustrated. Second Edition.
DemyBve. 18.6d. net.

“Crassics or ART.” Sece page 13.

“Tur ConnotssEUR'S LIBRARY.” See page 14

“ LitTLE Booxs oX ART.” Seepage 16.

“Trs LarTis GALLERmES.” Ses page .

Some Books on Italy.

A HisToxy or MILAN UNDER THE SFORZA.
Cecilia M. Ady. Mlustrated. Demy 8vo.
105, 6d. net.

A HisTORY orF VERONA.
Iustrated. Demy Bvo.

A HistorY or PuRrUGIA.
Illustrated. Demy Bvo.

Tue Laxxs or NorTHERN ITALv. Richard
Baget. Ilustrated. Feap. Bve. 35s. me?.

WoMmaN IN ItaLy. W. Boulting. Illustrated.
Demy Bvo.  x0z. 64, met.

OLp ETRURIA AND MoDERN Tuscany, Mary
L. Cameron. Ilustrated, Second Edition.
Cr. 8vo. 6. net.

FLORENCR AND THE Crrizs or NORTHERN
Tuscany, wiTH GEnoA, KEdward Hutton.
Illustrated, Second Edition. Cr. 8vo. 6s.

SixNA AND SoutHeRN Tuscanv. Edward

A. M. Allen.
vas. 6d. net.
William Heywood.
124, 64. net.

Hutton.  Illustrated.  Second Edition.
Cr. Bvo.

In Unxnown Tuscany. Edward Hutton.
Illustrated. Second Edstion. Demy 8Bvo.
75. 6d. net.

Venice AND Venzria. HKdward Hutton.

[llustrated. Cr. 8vo.

Vznice oN Foor. H. A. Douglas. Illustrated.
Feap. bve. 55, mel.

Vanick AND Hez TreEasuzes. H. A.
Douglas. Illustrated. Frap. 8ve. 5. mef.

*Tur Dogxs or VEKRICE. Mrs. Aubre
Richardson, Illustrated. Demsy 8we. 10s. 64.

met.

Frorxnck: Her History and Art to the Fall
of the Republie. F. A. Hyett. Demy 8uve.
vs. 6d. net,

Froranck AND Hrr Treasurzs. H. M.
Vaughan. Illustrated. Fcap. 8ve. $5. mes,

CounTRY WALKS ABOUT FrorxNcE. Edward
Hutton. Illustrated. Frap. 8vo. xs. met.

NapPLS : Past and Present.  A. H. Norway.
Illustrated. 7hird Editien. Cr. 8vo. 6s.

Tux NarLes Riviexa. H. M. Vaughan.
Tllustrated. Second Edition. Cr. 8ve. 6s.

Biciy: The New Winter Resort. Douglas
Sladen. lllustrated. Second Editien. Cr.
Sve. 35 mef,

Siciey.  F. H, Jackson. Ilustrated. Swmall
Pott 8ve. Cleth, 2s. 6d. net; lecther, 3s. 64
sel.

Rome. Edward Hutton,
Kdition. Cr. 8v0.

A Roman PIiLGRIMAGE.
Dlustrated. Demty Svo.  ros. §4. met.

Rome. C. G. Eliaby. Ilustrated. Swmall
Pott 3vo. Cloth, s, 6. net; leatiier, 35, 6d,
nat.

Tuar Crrrizs or Unmsnia. Edward Hutton,
Illustrated. Fowrth Editien. Cr. 8vo. 6r.

*Tux Crrigs or LomMparny., Kdward Huttoa,
ustrated. Cr. 8wo. 6.

Tur Liviis or §. Francis or Assisn
Brother Thomas of Celano. C», 8vo. g
wel,

Lorenzo THR MacGwiricenT, B L S
Horsburgh. Illustrated.  Secowd Edition.
Deny Bvo. 183, med,

GinoLamo SavonarorA. E. L. S. Horsburgh.
lliustrated. € 8vo. 5. met.

St. CAaTHERINE oF SizNa aAxND Her Timas.
By the Author of ¢ Mdlle Mori.,” [liustrated.
Second Editien. Demy Sve. 7s. 6d. mes.

DaNTeE axp HIS ITaLy.”* Lonsdale Ragg.
Hlustrated. Demy 8vo. 125 6d. net.

Dante Aviguigri: His Life and Works.
Paget Toynbea. Illustrated. Co. 8vo. st
el

Illustrated. Secend
R. K. Robarts.

Tue Mepict Pores. H, M. Vaughan. [llus-
trated. Demy Bva, 155, met.

SurLLey AND His Frirnps 17 ITaty, Helen
R. Angeli. Illustrated. Doy Bvo. 108. 64.

wal,

Howme LiFg IX ITacy. Lina Duff Gordon,
Ilustrated. Secomd Edition. Demy Sve.
105, 6d. met.

Sxi1es ITaLIAN § A Little Breviary for Travellers
in Italy. Ruth 8. Phelps. Feap, 8vo.  ss
el

*A WanDerER IN Frorence. B. V. Lucas.
Illustrated. Cr. 8ve. 6s.

*Uwnitep Itaty. ¥. M Underwood. Drmy
v, 1or 64 @l
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PARrT II1.—A SELECTION OF WORKS OF FICTION

SUSANNAH AND
Fourth Edition. Cr.

LOVE8 AND LOUISA. Second Edition.

Cr, Bro.

THE BROWN FYES OF MARY. 7Tkird
Edition. Cr. 8vo.

I KNOW A MAIDE‘I Third Edition.
Cr. 8uvo,

THE INVXNCIBLF AMELYA: or, Tuzr
PoLiTE ADVENTURESS, 1ird Edition.
Cr. Bvo.  3s. 64

THE GLAD HEART, Fifth Edition.
Cr. 8vo,

6s.
*OLIVIA MARY. Cr 8ve. 6s.

Albanesi (E Mav!a)

Bagot (Richard), A ROMAN MYSTERY.
Third Edition. Cr. 8vo.

THE PASSPORT Fourt/t L'dn‘um Cr
8wo.

ANTI:ONY&CUTHBERT Fourth Edition.

LOVE'S PROXY. C». 8vo. 6s.

DONNA DIANA. Second Editiom. Cr.
8wo. 6.

CASTING OF NETS. Twelrth Edition.
Cr. Bvo. €s.

THE HOUSE OF SERRAVALLE. Third
Edition. Cr. Bvo. 6s.

Bailey (H,C.). STORMAND TREASURE,
Third Edition. Cr. 8vo.

THE LONELY QUEEN
Cr. 8ve.

Third Edition.

Bar'ing—Gould (S.). IN THE ROAR
HE SEA. Eighth Edition. Cr. Svo.

MARGERY OF QUEI‘HER Second
Edition. Cr. Bvo.

THE QUEEN OF LOVE Fifth Edition.
Cr. 8ve. 6s.

ACQUETTA. Third Edition. Cr. 8vo. 6s.
iTl Y ALONE, Fifth Edition. Cr.8vo. 6s.

NOEMI. Illustrated. Fowrth Edition. Cr.
Sve. b1,

THE BROOM - SQUIRE,
Fifth Edition. Cr. 8vo. 6s.

DARTMOOR IDYLLS. Cr. 8ve. 6s.

GUAVAS THE TINVER 1lustrated.
Second Edition. Cr. 8vo.

BLADYS OF THE SIEWPONEY. Itlus-
trated. Second Edition. Cr. 8ve. 6s.

PABO THE PRIEST. Cr. 8zvo. 6s.

WINEFRED. Illustrated. Second Edition.

Cr. 8vo. 6s.
ROYAL GEORGIE. Illustrated. C». 8vo.6s.
CHRIS OF ALL SORTS. Cr.8vs. 6.
IN DEWISLAND. Second Edition. Cr.

Bve. 6s.
MRS. CURGENVEN OF CURGENVEN.
Fifth Edition. Cr.8vo. 6s.

Ilustrated.

Barr (Robert). IN THE MIDST OF

ALARMS. T7hird Edition. Cr. 8vo. 6s.
THE COUNTESS TEKLA. Fifth
Edition. Cr. 8vo.

THE MUTABLE MANY Third Edition.
Cr. 8vo. 6s.

Begble (Harold). THE CURIOUS AND
DIVERTING ADVENTURES OF SIR
JOHN SPARROW, BakTt.; oOr, Tux
ProcrEss OF AN OreN M. Second
Edition. Cr. 8ve. 6s.

Belloe (H.). EMMANUEL BURDEN,
gﬂﬂslc ANT. Tilustrated. Second Edition,
7. 7o,
A CHANGE IN THE CABINET.
Edition, Cr 8vo. 6s.

Third

Belloc -Lowndes (Mrs,), THE CHINK
C E ARMOUR. Fourth Edition.

6s.
"MARY PECHELL. Cr 800 6s.

Bennett (Arnold). CLAYHANGER.
Tenth Edition. Cr. 8vo. 6s,

THE CARD. Stxtk Edition.

HILDA LESSWAYS
Cr. 8

* BURIED "ALIVE. A New Edition.
Cr. 8vo.

A MAN FROM THE NORTH. A New
Edition. Cr. 8vo.

THE MATADOR OF THE FIVE TOWNS.
Second Edition. Cr. 8vo. .

Benson (E. F.). DODO: A DeTAmL or Tus
Dav. Sixteenth Edition. Cr. 8vo. 6s.

Birmingham (George A.). SPANISH
OLD. Sixth Edition. Cr. 8vo. 6s.
THE SEARCH PARTY. JFifth Edition.

LALAGE S LOVERS. Third Editiom. Cr.

8vo. 6s.

Cr. 8ps. 6s.
Seventh Edition,

Bowen (Marjorie). I WILL MAIN.
TAIN. Seventh Edition. Cr. 8ve, 6s.
DEFENDER OF THE FAITH. Fifth
Edition. Cr. Bve. 6s.

*A KNIGHT OF SPAIN. Cr. Svo. 6s.

THE QUEST OF GLORY. Third Edi-
tion. Cr. 8vo. 61,

GOD AND THE KING. Fourth Edition.
Cr. 8vo. 6s.

Clifford (Mrs, W. K.). THE GETTING
WLELL OF DOROTHY. Ilustrated,
Second Edition. Cr. 8vo. 3s. 6d.

Conrad (Joseph). THE SECRETAGENT ;
A Siwmple Tale. Fourth Ed. Cr.8vo. 6s,

A SET OF S1X. Fourth Edition. Cr. 8vo.

UNDER WESTERN EYES.
Cr. 8vo. 6s.

63,

Second Ed,
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*Conyers (Dorothu.l. THE LONILY
MAN., Cr. 8vo.
Corelll (Marfe). A ROMANCE OF TWO

WORLDS. Tkirty-first Ed. Cr.8ve. 6.
VENDETTA ; or, Tur Stoxv or oz Foa-
GOTYEN. Tweniy-ninth Edition. Cr. bve,

6r.

THELMA 1 A Nomwsclaw Princess,
Forty-second Edition. Cr. Buve.

ARDATH : Tnz Stoxy or a Deao Smo.
Twentieth Rdition, Cr. bve. 6s.

THE SOUL OF LILITH. Sevenfernth
Edition. Cr.8ve. 6,

WORMWOOD : A Drama or Paars.
Eghteenth Elx'h'ul. Cr. Sve. Ga.

BARABBAS: A Dzzaw or vnx Wonco's
TrAGRDY. Forty-sixth Edition. Cr. bue.

THE SORROWS OP SA‘I‘A!’. Fifty-eeventh
THE MASTER-CHR!ST!AN. Thirteenth
Edition. 179th Thousand. Cr.8ve. .
TEMPORAL POWER: A Swnv m
SUPIIIIAC' Sml 7, 2500k

Cr.
GOD‘S GOOD MAN : A Siums Love
Storv. Fx&uﬂlﬁ Edition. 1542h Thow

sand. Cr. 8ve. 6s.
HOLY ORDERS: Tuz Twaczoy or A
vier Lirs. Sxmd Edm'n. s20lh

housand, Crown Gs.
THE MIGHTY ATOM. Teventy-ninth
KLdition. Cr. Bve.
BOY : a Skewch. Twclju Edition. Cr. bwe.
6s.
CAMEOS. Fowrteenth Edition. Cr.Bre. 6.
'l‘lzB ‘l;l.FE&EVERLASTlNG. Fifth Bd
7. 8ve. G,

Crockett (S. R.). LOCHINVAR. Illue-

trated. 7TAird Editien. Cr.8ve. 6s.
THE STANDARD BEARER. Scoemd
Editia v. 8oo. Gs.

Croker (B. N.). THE OLD CANTON-
ENT. Second Bdition. Co. oo,

HE HAPPY VALLEY. Fewrth Edition.

L NIN E DAYS' WONDER. Fourth
Edition. Cr. 8we.

PEGGY OF THR BARTON& Seventh
Editisn, Cr. 8ve.

ANGI-.L h/u Edatu- Cr. 8pe. 6a.

RINE THK ARROGA)IT Sivth

KATH
Edlll Cr.
BABES IN THE WOOD Fnrﬂ Edition.
Cr. Boe. 6o,
Danb (Frank.). OSEPH IN JEO-
’DY. Third ‘{v-. Cr. 8. J

Doyle (Sir A. Conan). ROUND THE RED
MP., fweifth Edition. Cr.8ve.

."’P ﬁ'llnvﬂlo)- SYD BRLT(S):‘:

WHO WOULD NOT GO YO
Second Ed. Cr. boo. 3. 6d.

METHUEN AND COMPANY LIMITED

nndll!”(l H.). THE GREEN GRAVE
BAL(«OWIIL Fyh Editiem, C

6.
THR LADDER TO THE STARS. Sawn
Bdition. Cr.bve, Go.

Flndhter‘ m;ryz_ 'A” NARROW wu
OVERTHB HILLS. Saundl&tu-. &
T}‘!B ROSI OF JOY. Taid ll{hn

Svw.  6r.
A BLIND BIRD'S NEST. lllutnud
Second Bdition. Cr. Wvo. 6o,

hz}! andC.B) A HOTH!!'S SON
'ifth Kdition. Cr. Sve.

Bnmden (Beatrice). IN VARYIN(
QOUS. Fowrteewsh Bdition. Cy. bve. &
HlLDA STRA¥FORD and THE R.EI(H
TANCE MAN. 7welsth £d. Cr.0ce. &
INTERPLAY. Fifth Bdition. Cr.bve &

l!lehenl sﬁoboﬂ)- THR PROPHET Ol
Socond Edition

TONGUB or CONSCIENC!. Thin

Cr. 8vo.
THE WOMAN WITH THE FAN, Bight
Edition. Cr.bve. Go.
BYEWAYS. Cr. 00e. 6r.
THE GARDEN OF A.LLAH. Towenty
vst Edition. Cr. 8ve. G,
HE BLACK SPANIEL, Cr. 8se. 6s.
THE CALL OF TH l BLOOD, Sewnt

Edition. Cr. 8ve.
BARBARY SHEEP. Smlllih’o-. Cr

Bve. . 64,
THE DWELLER ON THE THRES
HOLD. Cr.dva &

Hope (Anthony). THR GOD IN TH/
CAR. Eicoenth Edition. Cr.tve. Ge.
ACHAN(-I OF AIR. Sirth Edstion, Cr

A MAN OF MARK. Seventh Zd. Cr. tow, &
THE CHRONICLES OF COUNT AN
TONIO, Sixth Edition, Cr. %, 6e.
l’lzk SO. lllunnud. Righth Kdition
SIMON DALI’. Mustrated. KighiA Bdition
THE UNG’S MIRROR. Fifth Rdition

Cr.

UISA u'rt Pourth Edition. Cr. bve.

HE DOLLY DIALOGUES. Cr.fve. &
nur.s or 'rwo PEOPLE. Third 2di

THE GREAT ‘llSS DRIVER. Fowr,

MRS. MAXON PEO’IF.S‘IS. Thind Bdi
tion. Cr. fwo, Ga,

Hutten (Baroness von). THE HALQ
Fifih Bdutson. Cy.08ve. Cs.
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'lnner Shrine’ (Author of the). THE
D OLIVE., Third Edition. Cv. 8ve.

. Jacobs (W. W.. MANY CARGOES.
Thivty-second Edition. Cr, Bvo. 31, 6d.
'Also llluslrated in colour. Demy 8ve.

Sle URCHINS. Sixteenth Edition. Cy.
Byo, 3s. 6d.

A MASTER OF CRAFT. Illustrated.
Ninth Edition. Cr. 8vo.

LIGHT FREXGHTS. lllustrated. Eighth
EditYon.

THE SKIPgER’S &OSJNG. Eleventh

AT SUNWICH POR% Iliustrated. Tensh
Edition. Cr. Bve. 6d.

DIALSTONE LANE. Illuslraled. Eighth

lllustnud. Fifth Edition,

Editien, Cr. 8ve.
ODD CRAFT.
Cr, Bve. 3+ 6d.
THELADY OF THE BARGE.
Ninth Edition. Cr.8vo,
SALTHAVEN, Ilustrated.
Cr. Buo, 3¢, 64,
SAILORS' KNOTS.
Edition. Cr. 8vo.
SHORT CRUISES.
Bve. 3s. 64,

James (Henry). THE GOLDEN BOWL.
Laivd Ediison. Cr. 8ve.

Tilustrated.
3s. 6d.

Third Edition.
Fifth
3¢. 6d.

Third Edition. Cr.

Illustrated.

Le %ueux (Willlam). THE HUNCHBACK
WLSTMINSTER. Third KEdition.

Cr.
) THE CLOSED BOOK. Tkird Edition.

Cr, 8yo. 65,
THE VALLEY OF THE SHADOW.
lilustrated, Third Edition. Cr. Bvo. 6s.
BEHIND THE THRONE. Third Editien.
Cr.8vo, 6s.

London (Jack). WHITE FANG.
dition. Cy. Bvo. 6.

Lucas (E. V). LISTENER’S LURE ; Ax
Oauqun ‘ARRATION. KEighth Edition.
Fca{

OVE BEM%RTON 'S: AN EasY-GoING
CHRONICLE. Ninth Edition. Feap Bvo. ss.

MR, INGLESIDE. Eighth Edition. Feap.

Byo. ss.
LONDON LAVENDER. Cr.8ve. 6s.

Lyull (Edna). DERRICK VAUGHAN,
VELISL, 44tk Thowsand, Cr. Bve.

3:. 64.
chnang}ltan (8.). THE FORTUNE OF
INA M'NAB. Fith Edition.

(-8
PE[‘ER "AND JANE. Fowrth Edition.
Cr. 8o, On

Malet
FEC

Eighth

ueas). A COUNSEL OF PER.
ON, Secend Sdseisn, Cnive o

25
THE WAGES OF SIN. Sixteenth Edition.

Cr.

THE cmussuvm Fifth Ed. Cr. Buo. 6.

THE GATELESS BAR{UER. F:/t: y
tion, Cr.Bvo. 6u.

Maxwell (W. B) THE RAGGED MES.
SENGER. 7&ksird Editiom. Cr.Bvo. 6s,
THE GUARDED FLAME. Secventh Edi-

Cr,
ODDLEN IHS. S«nd Ed. Cr.8ve. 6s.
HILL RISE. Fourth Edition. Cr.8vo. Gs.
THE COUNTESS OF MAYBURY: Bs-
TWEERN You AND L. Fowrth Edition. Cr.

fvo, 61,
THE REST CURE, Fowrth Edition. Cy.
8vo. 6s.

Milne (A, A.). THE DAY'S PLAY.
Thivd Edition. Cr. 8

*THE HOLIDAY ROUND. Cr. 8vo, 61,

A HIND LET

Montague (C. E.)
LOOSE. Third Edition. Cr.8ve. 6s.

Morrlson (Arthur). TALES OF MEAN
STREETS. Seventh Edition. Cr. 8vo. 6.
A gHgLD OF THE JAGO. Sixth Edition.
r,
THE HOLE IN THE WALL. Fourth Edi-

7, Bvo
DIVLRS VANI'HES. Cr. 8vo, 6e,

Olllvant (Alfred) OWD BOB, THE
REY DOG OF KENMUIR. "With &

Fronusplece Eleventh Ed, Cp.8vo. 61,

THE TAMING OF JOHN BLUNT.

Second Edition. Cr. 8

*THE ROYAL ROAD Cr. tve. 61

Onlons (Oliver). GOOD BOYSELDOM;
A ROMANCE OF ADVERTISEMENT. Second
Edition. Cr. Bvo. 6s.

o“enhelm (E. Philllps). MASTER OF

Edstion. €. 8veo
THE MIS ING DELORA. [lilustrated.

Fourth Edition. Cr.8vo. 6s.

Orezy (Baroness). FIRE IN STUBBLE.
#ifth Edition. Cr.8vo. (.

enham (John). A WEAVER OF
Ox WEBS, Dlustrated. Fifth Ed. Cr.8vo. 6s.
PROFIT AND LOSS. ‘4ourth Edition.

Cr. 8ve. 6s. 5
THE LONG ROAD. Fourtk Edition. Cr.

6s.
THE SONG OF HYACINTH, ano
O'ruxk Storigs. Second Kdition. Cr.

0. Gs.
MY LADY OF SHADOWS. Fourth Edi.
. C:
LA'{J’leT'ONS. Fourth Edition. Cv. Bve.
THE COIL OF CARNE. SisfA Edition.

. 8v9, 61,
vr‘;-?z '6'um OF THE GOLDEN ROSE
Cn Bvee bn
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Parker Sgﬂbeﬂ)- PIERRI AND HIS
PE. Seventh Edition. Cr. 8we 62,
MRS. ¥ ALCHION. Fi jtb Edition.. Cr,

THE TRANSLATION Ol‘ A SAVAGE.
dition. C»r.
THE TRAIL OF THE SWORD.
trated. Tenth Edition. Cr. 8
WHEN VALMONDCAMETOPONTIA g
The Story of a Lon Napoleon. Sevont.

pLit™ 4

Edition.

AN ADVENTURER OF THE NORTH.
The Last Adventures of ‘ Pretty Pierre.
Fifth Edition. Cr, bvo.

THE BATTLE OF THE STRONG. a
Romance of Two Kmxdoms. ustrated.
Seventh Edition. Cr. 8 6.

THE POMP OF THE "LAVILETTES.
Third Edition. Cr. 8vo, 3s.6d.,

NORTHLERN . LlGHTb. l-nrtln Editien.
Cr. Sve, bo.

Pasture (Mrs. Henry de la) THE
TYRANT. Sowrth Edition. Cr bve. 6.

Pemberton (Max). THE FOOTSTEPS
Od A Tl-clKONE. liustrated. Fourth
ICROWN THIE.E KlNG. Illustrated. Cr.

Sve.
LOVE THE HARVESTER: A Sronv or
THE SHmgs. Illustrased. - Third Edition.

Cr. Boe. . 6d. . .
THE MYSTERY OF THR GREEN

HEART. ‘Th'rlldu‘tion. Cr. lvo. L6,
Pen-ln (Allee) THE CHARM. Fifth

7. 8va,
'THE AN'('H..O—INDIANSL Cr. Bve, "ba.

rhmpons(zdeni ivmc Pxomms N

dition. Cr. 8
CHILDRhN OF THE MlSl‘. " Sixth £1c-
\ o, ”.

THE HUMAN BOY. Witha Fronuspleoe.
Seventh Edition. . Cr, Bvo. 6s,

SONS OF THE MORNING. .Secend
Edition. Cr. Bro.

G,
THE RIVER. Feurth Edition. Cs. 8va. 6.

THE AMERLCAN PRlbONER. Fourth
Edition. Cv, 8us,

KI\OCK AT A VLNTURE. TAsvd Edition.
Cr.

'IHE PORTREEVE. Fowrth Edition. Cr.

!'HE POACHER’S WIFE. Second Zdition.

THE STRIKlNG HOURS- SMEJI!!"

- 6r, -
DEMETER S DAUGHTER. Third
Edition, Cr.Bven :

Pltktha“ (Marmaduke). - SATD THE
FISHERMAN. Ehsh Eduun. Cy. Bwe.

[ 12 ' -
*Q"(A. 1. Quitler Couch).
WOLF. Sxond Edition. Cr.oe. b

mdn (W Pott)

“THE WHITE '

METHUEN AND COMPANY LIMITED

THE MAYOR OF TROY, Fewrth Bditim
Cr. 8ve. 6s.
MERI:Y-GARDEN AND OTHER St0mim
. dve,
MAJOR VlGOUlEUX. Thivd Editica
Cr. bve,

-

ERB. Second Ldition
A SON 0!’ THE STATE. Thsrd Bdition
A BKEAKé’R OF LAWS. Cr bt 3. 84
MRS, GALER'S BUSINI:.SS llluur.und
Second Kdition. Cr. Bvon
THE Wl(_KHAMSES an’h ldma
NAME OF GARLAKD. Third Edition
Cy. Bve, 62,
Slz‘LEyDlD BROTHER. JFowrth Bditi.a
v, Bue. 6r.
NICN K TO zlx-'mmrv. Third Editira
THANKS TO SANDERSON.
tiom.
'DI.VOTED SPARKLS. Cr.8ve. .
llussell (W Clark). MASTER ROCKRA
R'S  VOYAGE Hlustrated
inﬂt Kdition, Cr. bue. ». 6k

Sldgwlck (Mn Alfred). THE KINS
N. Diustrated. Third Edition. Ci

&w 6s.

THE LANTERN LEARE.KS. Th'n
Ldition. Cr. 8vo,

ANTHEA'B GUE;T. hﬁl Kditien, Ci

‘IAMORNA. ‘Cr. boa. Ga.
Somerville (E. @E.) and Ross (Martin

DAN RUSSEL THE FOX. Hlustrated
dowwth Kditien. Cr.8ve. 6e. :

Thurston (E. Temple). MIRAGE. Fewrt.
£dition. - Cr. Bva, 6.

Secon

Watson (H. B. Marriott. THR HIG}
TOBY. Third £dition. Cr. bve. 6a.
THE PRIVATEI'RS. Hiustrated.  Secon

Editiom. Cr. 8ve.
ALISB Ol’ ASTRA. Thrllldun. Cr

'IHH. BIG FISH. Second Bdition, Cr.8m

Weblln " (Pegey). THE S‘!‘ORV 0l
RG VIA PERFECT, Third Edition

'nm spxm OF MIRTH. Fi/tA Bditian
nux sums'ru. Secomd Rdition. Cr
tanley). UNDER THE REL

gOBL &H\uund. Twenty-third Edition
7. 8o,

Whitby (Beau—leo). nosmvxn. Socomi

difson. Cr.30q. &



Willlamson (C. N. and A. M.). THE
LIGHTNING CONDUCTOR: The '
Strange Adventures of a Motor Car, ‘Illus~
nated Seventeenth Edman. Cr. Bve.

Also Cr. 8ve,

61, 4.
THE PRINCESS PASSES A Romance of
2‘ Molor. Illustrated. - Ninzk Fdlhan
'». 8vo,
LADY BETTY ACROSS THE WA’IER.
Elrumtll Edition. Cr.Bvo, 6s,

SCARLET RUNNER. !llunrated Thivd
Edition. Cr. Bvo.
SEX 1IN SILVER. Fonrtk
Kdition, L

Tllustrazed.
Cr. Bvo. .61,

- . FICTION
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LORD LOVELAND DISCOVERS
AMERICA. Second Edition. Cy, 8vo. 61,

Tlg_E nGOLDEN SILENCE. Sisth Edition.
'y, Bvo

THE GUESCTS or HERCULES Third

dition. ”.
'THE HEATHER MOON Cr. 8vo. 6a.

Wyllarda (Dom THE PATHWAY OF
EER (Nous Autres). Sixzk
Edltlm. Cr 8ve. 61
THE UNOFFICIAL HONEYMOON.
Seventh Editioni Cr. 8 61,
THE CAREER OF BEAUTY DARLING.
Cr. 8ve. . 65,

Methuen’s Two-Shilling Novels,

[ « Crown 8vo,

*Botor CuarzroN, Tus. C. N.and A. M.

. Wiljiamson.

®CaLL or THE Broob, THE. | Ro\:ert chhens.

CAr' or DESTINY AND 115 " ERRAND N
SpaN, Tue. C. N.and A. M, lehamson J

CremeNTINA. A, E. W, Madon.’

Coronel EnpERBY’S WIFE. Lucu Malet. .

Fxuix. Robert Hichens,

GaTr or THE DESERT, THE. John Oxenhanr. |

My FRiEND THE Cuwrrw:. c. N. and
A. M. Williamson, -

Books for Boys and Girls,

Iilustrated. Crown 8vo.

Cross anp Dacgrr.  The Crusade ol" ﬂ;e
Children, 1213, W, Scott Durrant..

GETTING WaLL or 'DoRroTHY, THz, Mrs.
W. K. Clifford.

Girt or THE PEorix,'A. L:T. Meade. .
.Hursy Girsy. L. T. Meade. . 25. 64,
Honourarik Miss, Tre. L. T, Meade..
MasTea Rockarsiiax’s Yovace, W, Clark
Ruasell K R

25, net,

Princiss, Virinia, Tuz. . C, N, and A M.
Williamson.

SeATs or Tum MiGHTY, THE.
arker.

SERVANT orF THE PubLIC, A. Anthony Hope,
*Sgy 1n Siever.  C.N.and A. M. Williamsoa.
Sevemns, THe. Mrs. Alfred Sidgwick. . |
Sir RICHARD CALMADY. Lucas Malet,
*Vivien, W. B, Maxwell.

Six Gilbert

35, 6d.

OnLY A GvAxn—Roou Doa. Edith‘E.
Cuthell.

Rep GRANGE, Tne. Mrs. Molesworth.

Svyp BeLton: The Boy who would no;
goto Sea. G. Manville Fenn. .

THERE WAS ONCE A anc-. Mn M E

Mann.



28

METHUEN AND COMPANY LIMITED

Methuen’s Shilling Novels.

SANNA or THE Five Towns. Arnold Bennett.

Barsary Sumee. Robert Hichens

Cuarm, THe. Alice Perrin.

*Dzvon, The, C. N.and A. M. Williamson,

Guarpzp Framz, Tux. W. B, Maxwell.

Jarne, Marie Corelli.

Laoy Berrvy Across Tum WaTxe.
& A M. Williamson,

®Lone Roap, Tus. John Ozenham.,

MiGurY AToM, THr. Marie Corelii.

Minacs. E. Temple Thurstoo.

MLssmG Dztora, Tug, E Phillips Oppene
eim.

C N.

Rouno Trs Reo Laur. Sir A. Conan Doyle.
*Sscrer Womawn, Tus. Eden Phiilpotts.
*Sgvenins, Tur. Mrs, Aifred Sidgwick,
Sramisw Goun, 0. A. Birmingham,
Tacas or Mean Staee7s.  Arthur Morrison,
Tus Haro. The Baroness von Hutten.
*Tyrant, Ths, Mre. Henry de la Pasture.
Uwpzr e REp Rosa. Stanley J. Weysiaa,
Virginta Pearscr. Peggy Webling.
Woman wity tus Fan, Tus,
Hichens,

Robert

The Novels of Alexandre Dumas.
Medium 8vo, Price 64, Double Volumes, 1s.

Actd. .

ADpvENTURES OF Carraiv Pamennz, Tue.
AMAuURY.

Birp oy Fate, Tae.

Brack Turre, THE.

Brack : the Story of a Dog.

Castie or EresTrIN, Tug.

CaTHERINE Brum.

Cecim.

Cuirerer, Tun.

Cuzvarier D' HARMENTAL, TuI. (Doubh
volume.)

CHICOT THE JRSTRR.

Cuicor Repivivus,

Comre px Monrcommery, Tus.
CONSCIENCE.

Convict’s Sox, The.

Corsican BroThers, THE and OTHO THE
ARCHER,

Cror-Earep JacQuor.
Dou GorenrLoT.

Duc p’Anjou, THE.
Fatar CoumBat, Thx.
FEncING MasTee, TR
FrRNANDE,

GabBrizL LaueERT,
GEORGES.

GrEaT Massacee, TuE.
Hznzt b2 NAvARRE.
Hirknm px CuavaeNy.

Horoscors, Tus.
Lzonz-Leona.
Louvise ps ta Vartikzx (Double volume.)

Maxn 1v Tun Inow Masx, Tux (Doubls
volume.)

MatTes Apan,

Movurs or Hew, Tas.

Nawow. (Double voluma.)

Ouyuria.

Pavutinz ; Pascat. Browe ; and Bowrexon
Pias La Rumea.

Ponts Sainr-Awrornz, Tun -

Prince or Tuizves, Tus.

Rzuiniscences oy Autony, Tan

Sr. QuenTIN,

Romix Hoop.

Samvzr GxLa.

SwowsaLL anp TRE SULTANSTTS, THE.
SYLVANDIRE.

Taxing or Carars, Tum,

TALES OF THE SUPERNATURAL,

TaLus oF STRANGE ADVENTURS

Tarus or Txazon.

Tuxzs Musxareens, Tun, (Double volume.)
TourNaY oF Tum Rus ST. Awroina,
TaacxpY or Nawrss, Tan

Twexty Yeans Arren. (Double volume.)
Wno-Ducx Sxoorsr, Tua,
Woir-Leapsa, Tas,



FICTION
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Methuen’s Sixpenny Books.
Medium 8vo.

Albanest (E. Maria) LOVE AND
LOUILSA.

1 KNOW A MAIDEN.

THE BLUNDER OF AN INNOCENT.
PETER A PARASITE.

®THE INVINCIBLE AMELIA.

AnsteX (F.). A BAYARD OF BENGAL.
Austen {J.» PRIDE AND PREJUDICE.,

Bagot (Richard). A ROMAN MYSTERY.
CASTING OF NETS.
DONNA DlANA.

Balfour (Andrew). BY STROKE OF
. SWORD,

Baring-Gould (S.). FURZE BLOOM.
CHEAP JACK ZITA.

KITTY ALONE.

URITH.

THE BROOM SQUIRE.

IN THE ROAR OF THE SEA.
NOEML

A BOOK OF FAIRY TALES, Illustrated.
LITTLE TU'PENNY.

WINEFRED.

THE FROBISHERS.

THE QUEEN OF LOVE.
ARMINELL.

BLADYS OF THE STEWPONEY.
CHRIS OF ALL SORTS.

Barr (Robert). JENNIE BAXTER.
IN THE MIDST OF ALARMS.
THE COUNTESS TEKLA.

THE MUTABLE MANY.

Benson (E.F.). DODO,
THE VINTAGE.

Bronte (Charlotte). SHIRLEY.
Brownell (C. L). THE HEART OF
JAPAN,

Burton (J. Bloundellel. ACROSS THR
SALT SEAS.

Caffyn (Mrs.). ANNE MAULEVERER.
Capes (Bernard), THE GREAT SKENE
MYSTERY.

Clifford (Mrs. W. K.). A FLASH OF

SUMMER.
MRS, KEITH'S CRIME.

Corbett (Jullan). A BUSINESS IN
GREAT(WATERS.

Croker (Mrs. B. N.).

A STATE SECRET.

PEGGY OF THE BARTONS.

JOHANNA.

Dante (Alighlerl)l. THE DIVINE
COMEDY %(.a.ry).) N

ANGEL.

Doyle (Sir A. Conan). ROUND THE
RED LAMP.

Duncan (Sara Jeannette). THOSE

DELIGHTFUL AMERICANS,
Eliot (George). THE MILL ON THE
FLOSS.

Findlater (Jane H.. THE GREEN
GRAVES OF BALGOWRIE.

Gallon (Tom). RICKERBY'S FOLLY.

Gaskell (Mrs). CRANFORD.
MARY BARTON.
NORTH AND SOUTH.

Gerard (Dorothea). HOLY MATRI
MONY.

THE CONQUEST OF LONDON.

MADE OF MONEY.

Gissing (G.). THE TOWN TRAVELLER.

THE CROWN OF LIFE.

Glanville (Ernest)) THE INCA’S
TREASURE. .

THE KLOOF BRIDE.

Glelg (Charles). BUNTER'S CRUISE.

Grimm_ (The Brothers), GRIMM'S
FAIRY TALES.

Hope (Anthony), A MAN OF MARK.

A CHANGE OF AIR. .

THE CHRONICLES OF COUNT
ANTONIO.

PHROSO.
THE DOLLY DIALOGUES.

Hornung (B, W.). DEAD MEN TELL
NO TA‘LE&
Hyne (C.J. ck) PRINCE RUPERT THR
UCCANEERR.
!ngn.ham (3. H.), THE THRONE O
AV1D.
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l..o Queux (W.).
OF WESTMINSTER.

THE CROOKED WAY.
THE VALLEY OF THE SHADOW.

u&oﬂ-rnu (5. K.. THE TRAITORS
ORRAX.N

Linton THE TRUE uxs-
TORY Ol") SHUA DAVIDSON. .

Lyall (Bdna), DERRICK VAUGHAN.

Malet.(Lueas). THE CARISSIMA..-
A COUNSEL OF PERFECTION.

llatm (Mrs.;; M. R.)s MRS, -PETER
A LOST ESTATE.
THE CEDAR STAR.

‘THE PATTEN‘ EXPERIMENT
A WINTER'S TALE.

Marchmont l{E W.). MISER HOAD-
“LEY'S SECRET, - DN
A MOMENT'S ERROR.

Marryat (Captain),  PETER SIMPLE.:
JACOB FAITHFUL. ]
March (Richard). A Mznmonrnosxs.
THE TWICKENHAM PEERAGE. . - -
THE GODDES

THE JOSS.

Mason (A. B, W.), CLEMEN'HHL

Mathers (Helen), HONEY.
GRIFF OF GRIFFITHSCOURT
SAM'S SWEETHEART. - - -
THE FERRYMAN., . .
Ioulo (Mrs. L, T.) DR"'T.
Miler (Rsther), LIVING LIES. '

Mitford Bortram), THE SiGN OF THE

Montrésor (F. F.. THE ALIEN.
llurﬂson &.‘Arthur). THE Hout m

ﬁesbn &) THE "RED HOUSL."
Norris (W, E.). HIS GRACE

GILES INGILBY. -
THE CREDIT OF THE COUNTY. - -
LORD LEONARD THE LUCKLESS. -
MATTHEW AUSTEN, © -~ 1«
CLARISSA FURIOSA. T

Oliphant (Mrs.).: THE LADY'S WALI.
SIR ROBIR'I'S FORTUNE. - -

METHUEN AND COMPANY LIMITED
THE mmcuucx'

THE PRODIGALS.
THE TWO MARYS.

Oppenheim (K. P.),

Parker (Sir Gilbert),
THE LAVILETTES
WHEN VALMOND CAME TO PONTI

THE TRAIL OF THE SWORD.

Pemborton gdu). THE IOOTSTI
OFAT

1 CROWN THEE KING.

Phillpotts (Eden). THE HUMAN B

CHILDREN OF THE MIST.

THR POACHER'S WIFE

THR RIVER.

. |}
%«'Hl(’tk \.\';OL uiller Cousht, « T:

Ridge (W. Pett). ASONO'T!II STA
LOST PROPERTY.

GEORGE ard THE GENERAL.

A BREAKER OF LAWS.

ERB.

Russell (W. Clark). ABAN'DONED-
A MARRIAGE AT SEA.

MY DANISH SWEETHRART,

HIS ISLAND PRINCESS.

Sergeant \Luennoi). THE MASTER
BEECHWOOD. : B
BALBARA'S MONEY.

THR YELLOW DIAMOND. |
THE LOVE THAT OVERCAME,

Sidgwick (Mrs. Alfred). THE Kl
MAN.

MASTER OF M|
THE POMP

Surtees (R. 8.), HANDLEY CROSS.
MR. SPONGE'S SPOKTING TOUR.
ASK MAMMA, '

Walford (Mrs. L. B), MR SMITH.

COUSINS.

THE BABY'S GRANDMOTHER.

TROUBLESOME DAUGHTERS.

Wallace (General Lew), BEN.-HUR.

THE FAIR GOD.

Watson (H. B, Marriott). THEADVI
TURERS.

CAPTAIN FORTUNE.

Woekes (A. B.), PRISONERS OF W,

Wells (H. G.), ' THE SEA LADY. "

Whltbx (Bal'.ﬂee). THE RESULT
CIDEN

White (Perey). A PASSIONATI ’
GRIM.

Wililamson (Mrs. C. K.). PAPA.

CHECKED

20c3-6a



PRINTED 3Y
UNWIN BROTHERS, LIMITED,
LONDON AND WOKING,



	003329_0001
	003329_0003
	003329_0004
	003329_0005
	003329_0006
	003329_0007
	003329_0008
	003329_0009
	003329_0010
	003329_0011
	003329_0012
	003329_0013
	003329_0015
	003329_0017
	003329_0020
	003329_0021
	003329_0022
	003329_0024
	003329_0025
	003329_0026
	003329_0027
	003329_0028
	003329_0029
	003329_0030
	003329_0031
	003329_0032
	003329_0033
	003329_0034
	003329_0035
	003329_0036
	003329_0037
	003329_0038
	003329_0039
	003329_0040
	003329_0041
	003329_0042
	003329_0043
	003329_0044
	003329_0045
	003329_0046
	003329_0047
	003329_0048
	003329_0049
	003329_0050
	003329_0051
	003329_0052
	003329_0053
	003329_0054
	003329_0055
	003329_0056
	003329_0057
	003329_0058
	003329_0059
	003329_0060
	003329_0061
	003329_0062
	003329_0063
	003329_0064
	003329_0065
	003329_0065a
	003329_0065b
	003329_0066
	003329_0067
	003329_0068
	003329_0069
	003329_0070
	003329_0071
	003329_0072
	003329_0073
	003329_0074
	003329_0075
	003329_0076
	003329_0077
	003329_0078
	003329_0079
	003329_0080
	003329_0081
	003329_0082
	003329_0083
	003329_0084
	003329_0085
	003329_0086
	003329_0087
	003329_0088
	003329_0089
	003329_0090
	003329_0091
	003329_0092
	003329_0093
	003329_0094
	003329_0095
	003329_0096
	003329_0097
	003329_0098
	003329_0099
	003329_0100
	003329_0101
	003329_0102
	003329_0103
	003329_0104
	003329_0105
	003329_0106
	003329_0107
	003329_0108
	003329_0109
	003329_0110
	003329_0111
	003329_0112
	003329_0113
	003329_0114
	003329_0115
	003329_0116
	003329_0117
	003329_0118
	003329_0119
	003329_0120
	003329_0121
	003329_0122
	003329_0123
	003329_0124
	003329_0125
	003329_0126
	003329_0127
	003329_0128
	003329_0129
	003329_0130
	003329_0131
	003329_0132
	003329_0133
	003329_0134
	003329_0135
	003329_0136
	003329_0137
	003329_0138
	003329_0139
	003329_0140
	003329_0141
	003329_0142
	003329_0143
	003329_0145
	003329_0146
	003329_0147
	003329_0148
	003329_0149
	003329_0150
	003329_0151
	003329_0152
	003329_0153
	003329_0154
	003329_0155
	003329_0156
	003329_0157
	003329_0158
	003329_0159
	003329_0160
	003329_0161
	003329_0162
	003329_0163
	003329_0164
	003329_0165
	003329_0166
	003329_0167
	003329_0168
	003329_0169
	003329_0170
	003329_0171
	003329_0172
	003329_0173
	003329_0174
	003329_0175
	003329_0176
	003329_0177
	003329_0178
	003329_0179
	003329_0180
	003329_0181
	003329_0182
	003329_0183
	003329_0184
	003329_0185
	003329_0186
	003329_0187
	003329_0188
	003329_0189
	003329_0190
	003329_0191
	003329_0192
	003329_0193
	003329_0194
	003329_0195
	003329_0196
	003329_0197
	003329_0198
	003329_0199
	003329_0202
	003329_0203
	003329_0204
	003329_0207
	003329_0208
	003329_0209
	003329_0210
	003329_0211
	003329_0211a
	003329_0211b
	003329_0212
	003329_0213
	003329_0216
	003329_0217
	003329_0218
	003329_0219
	003329_0220
	003329_0221
	003329_0224
	003329_0225
	003329_0226
	003329_0227
	003329_0228
	003329_0229
	003329_0229a
	003329_0229b
	003329_0230
	003329_0231
	003329_0232
	003329_0233
	003329_0234
	003329_0235
	003329_0236
	003329_0237

