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A STABLE MONETARY STANDARD.

IT is doubtless true that the progress of opinion, on the important
practical questions which lead to political divisions, has not been
greatly influenced by scientific research or the guidance of scien-
tific men. The substantial triumphs of politics, in the carrying of
national elections, or the forcing of contested measures through the
many resistances offered by the legislative apparatus, are generally
achieved by forces quite different from those which discover and
establish scientific truth. Like the successful commander in ag-
gressive warfare, who carries a coveted position by the impetus of
an irresistible force hurled against it, the skilled political leader
seeks to sway a mass of voters or of legislators by bringing to
bear upon it a mighty wave of popular feeling; and, in comparison
with emotional fervor, the most effective stimulus to action, sets
little store by carefully weighed judgment, the most effective re-
straint on hasty action, an agent far less fitted to serve his pur- '
pose. The faithfnl votary of science trusts all to judgment and
nothing to emotion; he controls no force which can roll up majori-
ties; he is therefore left out of account as a factor in political move-
ments.

Yet despite these facts, or rather in large measure because of
them,. there are no questions more loudly crying for the brightest
light which the purest science can throw upon them, than these
very questions of practical politics; Not that the working of po..
litiP!l1machinery, by any such methods as now control-thar machin-
ery, should be in the hands of people of scientific. training, or
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that-in plain English-there is need of a corps of scientific bosses;
for, put in a position where success is the highest acknowledged
good, the man of science will only seek the same success that others
seek, and avail himself of the same tactics. Indeed, it must be
confessed that scientific training and an extended knowledge of
scientific truth may fail miserably in leading to a truly scientific
method of treating questions in which the interest is emotional.
Men of science are tempted in all points as other men, and some-
times yield. Rhetorically. a sweeping generality or dogmatic as-
sertion is usually more effective than the best guarded conclusion
from carefully sifted data, and even a scientific man may sometimes
condescend to the use of it. The contribution which science can
make, and ought to make, to politics is by a contrast of objects,
not by a rival pursuit of the same objects; by a loyal adherence to
methods which lead to the establishment of truth, in opposition to
all methods of merely acquiring control of affairs throngh victories
at the polls; by being unfalteringly faithful to itself. While, there-
fore, it is highly desirable that science should fearlessly meet and
(where possible) resolve political questions, it is essential that this
be not done as politicians do it ; that arguments addressed to preju-
dices and private or party interests be banished; that justice be
done to every morsel of truth, from-whatever school or faction it
is brought forth; that no conclusion be taughtas orthodox doctrine
till it has been stoutly buttressed by impregnable premisses.

If any political question has an especial claim upon the attention
of a scientific association, or especially needs the application to it
of scientific principles, it is that of the monetary standard, one of
those inevitably arising from the possession by the national gov-
ernment of the power of legalizing a tender for debts. It hardly
needs to be pointed out that if this power, as to which the federal
constitution is silent except in the clause where its exercise by in-
dividual states is restricted, and whose use by the general goyern-
ment is justified only as an jndlrect inference from the powers
granted, to regulate the value of coins and to raise money on the
credit of the United States,-if this power of legal tender did not
exist, the question of the monetary standard would settle itself.
No legal standard governs the dealings of independent countries
with one another; and if the government assumed no right of de-
claring a legal tender in private commercial transaetionsvsuch
transactions would rest upon the same basis. The standard of
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payment for any contract involving money would be found ex-
pressed or implied in the contract itself, and legislation would have
nothing to do with the matter, except so far as it is within recog-
nized legislative power to enforce or to impair the obligation of con~
tracts. Legal control over the standard of values or payments must
be based on the assumption that private contracts may raise a
question which they may not satisfactorily settle-or, to state it
more exactly, that what was recognized as money when a con-
tract was made is not necessarily suitable to be recognized as money
when the contract comes to be fulfilled, so that the suitable some-
thing must be declared by the law-making power. This assumption,
whatever may be thought of its merits, has come to be accepted as
a part of our inherited scheme of government, and the practical
question is, how best to proceed under it. '

That stability in value is the essential requisite of the monetary
standard, seems incontestable. But what shall constitute stability?
Since the word means ability to resist disturbing forces, and since ..
the ability to resist depends on the nature of disturbing force, what
kind of force does it most concern us to. resist? Value itself, too,
is essentially a relative quality, which a thing has not independently,
but only with reference to something else; and what is that some-
thing with reference to which the standard of values should be
stable ? Neither of these questions should be neglected in a 'com-
plete consideration of the subject.

The disturbing forces which the value of the monetary standard
ought to have ability to resist, are those which interfere with its
function as money. Taking lip the uses with which money has
been credited, and inquiring what interferences with those uses are
to be avoided, we have no difficulty in deciding (1) that as a me-
dium of exchange, it is sufficient if a stability of value is maintained
until the exchange is completed, so that the only fluctuations we
have to fear are the violent ones which derange prices during the
short interval between our sales and our purchases, the more grad-
ual changes, extending over years or even over months, being
practically indifferent; (2) that as a common denominator or meas-
ure of value, it is the rapid and not the gradual changes that prove
real obstacles to the money function, for to the latter the mind can
accustom itself, practically, as well as to perfect constancy-par-
ticularly in view of the fact that subjective values, the uses which
the same objects have for us, in course of our own growth and ma~



376 SECTION I.

turity and senescence, themselves change far more widely than the
money metals have ever changed; (3) that as a standard for de-...
ferred payments, the constancy required is for the period, longer or
shorter, between the time when the payment is promised, and
the time when it is made; (4) that as a store or hoard or con-
venient form of dormant capital, money should hold a constant
value for the time-usually short-during which it remains stored.
With all uses of money except the third, therefore, slow changes
in value, requiring years to become perceptible, do not injuriously
interfere, and need hardly be considered. 'With regard to its use
as a standard for deferred payments, any changes in its value, not
contemplated by the contracting parties, must of course be inju-
rious to one of them and unfairly favorable to the other, whether
the change be slow or speedy. But the case is different with
gradual changes, in process when the contract is made. Any fac-
tor which is to affect the value of an anticipated payment is nat-
urally taken into account in restimating the present worth of that
payment. Adjustments of this kind are made in fixing the rate of
interest, which is necessarily higher when the unit of value is de-
preciating, and lower when it is relatively increasing, since interest
is, as precisely as the word can be defined, the difference between
the value of present money and the present value of future money.
The general conclusion is that for all purposes except that of dis-
charging a very small proportion of the obligations in force (a pro-
portion which, it ought in justice to be admitted, is not quite so small
in respect to total amount as in respect to number, for some of
those obligations are for large sums) a gradual change in. the
monetary unit is of slight importance, and the only serious
changes are the short, sharp, sudden ones. Stability is here like
seaworthiness in the ship, of which very little is required to ride
the slow tidal waves, and hardly more to withstand the great
swells; but which is called into full exercise in bearing up against
the chopping sea. Our unit of value should steadily ride the
chopping seas of ebbing and flowing commerce.

The direction in which these disturbing forces act is a question of
some importance, and is thought to' have more importance than it
bas. Is there a foundation for the doctrine so zealously taught,
that a change in one direction is hurtful or dangerous, and a change
in the other harmless or even salutary? It is qnite true that more
coinplaint has been made of falling" prices andappreci~ting cur~
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rency, said and believed to be scarcer, than of advancing prices and
baser currency, credited with being plentier and "easier"-or at
least that the former kind of complaint is always favored with a
louder popular echo-because the debtor has readier access to the
sympathy of his fellows than the creditor can ever hope for; but
what reason can be given in its support, apart from the appeal to
prevalent partiality? The public interest, we are reminded, is more
with the debtor because social progress is largely due to his hope-
fulness and enterprise. 'Ve are even told that "a market that is
constantly falling as a result of an appreciating currency" . . . .
"is perhaps the most deadening and benumbing influence that can
touch the enterprise of a nation." Capital is discouraged from pro-
duction of goods whose price is falling, drawn out of businesses in
which the community is served and into idle hoarding. Nor is this
the final clause in the chapter of ills, for in a growing scarcity of
money we are to read the doom of civilization itself; the good old
TOry historian Alison being drawn upon for sonorous demonstras
tions that the night of the Dark Ages, following the fall of the
Western Empire, was brought about by a failure of the money sup-
ply, and that the modern revival of culture is a direct outcome of
the quickening of Europe by silver from Potosi. The list of argu-
ments of opposite tendency, favoring appreciating money and the
creditor's side, is very much shorter. The most important of them
is the interest of the laboring man, which is unquestionably, though
too many people fail to realize it, altogether that of the creditor.
"The creditor class," so often portrayed in appeals to imaginative
sympathy, is made up of corpulent capitalists, clipping coupons in
lazy luxury, swarming the multifarious pleasure resorts along the
Atlantic coast, whenever not in prosecution of its unblessed mach-
inations in Wall Street-the creditor class of sober fact includes as
its most numerous and practically most important element, the scores
of thousands of manual laborers whose wages are in arrears -toiling
men and women whose compensation has been postponed, or who
voluntarily leave funds in the bands of their employers because be-
lieving them safest there. To this briefer showing of arguments
the reply may be in like manner briefer: it is enough to say that
arrears of wages, though the amount of them may reach a huge fig-
ure in the aggregate, are rarely large in any individual instance;
and that the times for which they remain due are measured usually
by fractions of a month, rarely prolonged to many months, 80 that
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the suffering that would be caused in any case by a depreciating
unit of value must be, unless the depreciation were violent, incon-
siderable. To advocate an appreciating unit of value as a measure
of deliberate policy, for the sake of the advantage that would accrue
from it to the great body of wage-earners, would be, moreover,
practically futile. Any movement of this kind, by which the work-
ing man could be benefited, would infallibly be discounted to his
disadvantage beforehand, by the same management that great man-
ufacturing firms now use, when they cut off the profits which more
economical applications of machinery would otherwise bring to
their piece-workmen, through Successive reductions of their rate of
compensation pel' piece. We maydepend upon it, the first benefits
of social changes of any kind are going to come always to those
most and not to those least able to foresee them.

But how about the supposed reasons for preferring a currency
whose value is gradually sinking? The advocates of such a cur-
rency do not usually, it is true, lay stress so much on thedeprecia-
tion as on the greater abundance of the material forming the
measure of values. This is what they delight in calling a stimu-
lus, and its effects are indeed analogous to those of the stimulus
physiological. It gives not strength, but afeeling of strength; it
brings out energy for present expenditure by drafts on the reserve,
which drafts must some time be met in full without default; it may
be very useful in tiding over a season of low vitality, but is reck-
less folly when there is no abnormal demand to be met. Very little
attention need be paid to the instances from history, adduced to
prove a high civilization the result of an abundant gold and silver
supply, simply because in this supposed proof, like 80 many others
which the economical inquirer is called on to examine, the relation of
cause and effect is reversed. It is indubitably true that a higher
stage of civilization will bring to light and find use for more of the
precious metals than will a lower, and in that truth we have all the
explanation we need for the coincidences exploited by Alison. The
question of business enterprise may be treated with somewhat more
gravity; for enterprise is a blessing not to be decried, still less to .
be sacrificed, 01' even needlessly endangered. But so far as this
blessing depends on the reward awaiting it, we must admit that a
O'raduully depreciating currency will not certainly insure it if the
depreciation can be forese vr and allowed for; since the fact is well
established that interest is~igber on a depreciating and lower on an



ADDRESS BY HENRY FARQUHAR. 879

appreciating capital, so that the enterpriser must payout in that
way what he makes in the other. Then how far is it true that a
moderate tendency to depreciate will have the effect of keeping cap-
ital active that would otherwise be hoarded, thus providing more
work for willing hands and more efficiently serving the community?
This is an argument of high plausibility; in fact it might even be ad-
mitted to have a considerable share of truth in it, but that it fails
to take proper account of the real causes and conditions of hoarding
money, for is it not a fact of experience that money is kept idle,
rather from a fear of losing it altogether than because the return
from its investment is thought too low? We all know that invest-
ments believed to' be unimpeachably safe, such as the bonds of a .
solvent government, never fail to draw out money that remains
hidden from others of far fairer promise but of less security. Can
there be any doubt that the tendency appealed to in this very argu-
ment, the attraction of money to better-paying investments, would
be effective in drawing it to even a low-paying enterprise in prefer-
ence to no interest at all, if entire safety were assured? Otherwise
expressed: "The greatest part of the evil of a diminishing money
supply is wrought through the discouragement of enterprise, through
the diminution of legitimate profits, through the preference given to
all investments of capital which result in a fixed charge upon pro-
duction, over those which involve a participation in the gains or .
losses of active business." This sentence is quoted from one of
the ablest and most celebrated economic writers our country bas
produced, but even the respect commanded by his name, standing
and work are insufficient to give it practical justification. The re-
turns of investments resulting in a fixed charge on production de-
pend inseparably on the returns of the production. and. must
necessarily rise or fall with them. The law of demand and supply.
suffices to prevent too attractive investments from becoming dis-
proportionally profitable. As a matter of observation, business
enterprise is subject like "animal spirits" to ebbs and floods, all
uninfluenced by the state of the currency-or rather, indeed, mould-
ing for itself a currency in accordance with its own unrestrained
caprices-and the stronger the floods the lower will be the ebbs.
Each in its own way, our sad collapses of 1837 and 1857 and 1873
are all traceable to over-stimulated business enterprise, and warn
us unmistakably that even so zood a thine .can sometimes be re-

t> <:'\"
dundant, Itmay well be doubted whether an avowed and deliberate.
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encouragement of debtors as a class, is good policy, notwithstand-
ing their enterprise and their progressiveness. The objection that
too much encouragement may make them too enterprising and too
progressive, is no less well-founded than obvious; but a more
serious objection arises from inquiry at whose expense the encour-
agement must be had - what important section of the creditor class
there is, gifted with neither thE)power nor the skill nor the knowl-
edge to escape the consequences of money depreciation. Plainly
the laborer must bear the expense of it, because he alone is unable
to contrive to avoid it. The capitalist can refuse to lend, or to ex-
tend loans, except at higher interest; the working man must enter
the market with his only merchandise, the toil of his hands, which
must be disposed of for what it will bring, at once, or else he lost.
The necessity that the laborer must suffer in his earnings when
money depreciates is all but self-evident The fact that he does
suffer is clearly proved by Mr. Atkinson's investigations, to be laid
before the Section at this meeting, and can also be read from the
accompanying chart, where values in war- time are reduced from
paper to specie. Finally, the difference does not seem to be vitally
important, whether a currency depreciates as a direct result of its
greater abundance, or from any other cause whatsoever. An in-
creased abundance to which the limits have become evident, as from
the opening of mines whose production has begun to falloff, is less
hurtful as a source of depreciation than one to which no one knows
where to set a limit; but the difference is of quantity rather than
quality. The value of money could be destroyed as hopelessly,
and essentially in the same way, by unlimited increase in quantity
as by unlimited debasement in composition.

This assumption, that the good of society might be advanced by
money growing cheaper, has called for a much more elaborate ref-
utation than the rival assumption that benefit is to be had from
money growing dearer. The reason is merely that the one assump-
tion is more frequently made than the other; not that there is any
essential difference in point of demerit between the two. Whether
it be appreciation or depreciation, every change in the standard by
which values are reckoned is more hurtful than helpful, and the
chief consideration determining the degree of hurtfulness is that it
is greater the more sudden, and less the more gradual the change.
But the important question, what is to constitute a change, and
how we are to estimate the degree of it, or even the existence of
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it, yet remains unanswered. It need hardly be confessed that if
we are without means of satisfying ourselves whether a change
has occurred, or what kind of a change it is that has occurred, the
discussion of this subject must be lacking in practical interest.

A change in value, like change of every kind, is unmeaning ex-
cept in relation to something which is understood not to change.
What, in the case of values, is or ought to be that something?
This is a question to which we give a practical answer every day,
in terms of our customary currency. Precisely the same inquiry,
over which we are puzzling our heads this afternoon, is in the
same hour receiving its hundred thousand answers, wherever a
commercial transaction is conducted or any estimate of worth or
price made. And are those hundred thousand answers as satisfac-
tory as the best answers to which our closest reflection can lead
us? In all but a small minority of cases, yes. In all but a very
few of that minority-perhaps a few dozen out of the hundred
thousand-the answer, in terms of customary currency, is seriously
unsatisfactory only when the fluctuations of that currency are
abrupt and violent. But of course the true measure for which we
are seeking ought to suffice for these few exceptional cases also,
as well as the great mass of cases for which any accepted measure
suffices. Thus there was a decided contradiction in our estimates
of the natural unit of value, ill the war and reconstruction days
when there were widest changes in the factor that we knew as
"the price of gold." As this price rose or fell, other prices rose
or fell with it, and this had in many ways the effect of a real
movement in valnes, for people acted and felt, when the cur-
rency price was higher, as though they were receiving a larger re-
turn for their merchandise j and when it fell off, as though they
suffered a real loss. But for those who dealt with other countries
where there were no such fluctuations. there was no such reality.
Among the more reflecting of our people, even without the evidence
of foreign trade to remind them, there was all the time a sense that
values were not changing as prices changed j and yet, so strong is
the tendency to look upon the nominal unit as a true unit, few of us
who have had anything to do with statistical investigations can
have failed to see more than one interesting and promising inquiry,
dealing with values, sadly vitiated by a naive. use of the census
figures for 1870 as if the "dollars" in its tables had the same
meaning as those for 1860 and 1880, and as if any conclusions
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worth considering could be reached with regard to the variations in
business and consumption in the two decades before twenty per
centum had been struck off from all the returns for 1870. In mak-
ing this change we are accepting the gold standard as uniform j

and it has never been doubted that gold is a better standard than
a mere promiseof gold, a probability of gold, whose value has not
only all the uncertainties attaching to gold itself, but in addition to
these the greater uncertainties attaching to the power and disposi-
tion of the government to make good its promise. To assume gold
as intrinsically the uniform measure of values, without further re-
flection than is founded on seeing it accepted in the coinage of
sundry countries, a distinction which it owes to the physical prop-
erties that make it convenient, while the difficulty' of procuring it
insures us against a glut of it j this is 'only one step in advance of
assuming that the word "dollar" always denotes the same value.
It is convenient rather than convincing. Undoubtedly we can, if
we please, arbitrarily define uniform value as gold value, .and log-
ically draw all manner of conclusions as necessary consequences
from that definition j but that method is scholastic rather than
scientific. Value is based on demand, and a demand so essentially
conventional as that for gold would not form a natural foundation
of value.
It seems eminently reasonable that the unit of value should be

I .that which meets a unit demand j and two ways of estimating this
latter unlt-c-each of them a species wjthvarieties-have been ad-
vocated.The first of these is by the composite or tabular stand-
nrd: a number of articles of general consumption is taken to form
a mean price, this mean being either a simple average, or one with
its components weighted according to estimated consumption ; the
demand for a fixed amount of this average commodity is assumed
as a uniform demand, mid therefore as answering to a uniform
value. By this reckoning, if the gold price of the adopted average
commodity falls, this is accepted as proof that the demand for gold
has relatively increased, and that therefore we ought more properly
to say that the value of gold has risen. In the second way of es-
timating, demand enters 'ltith a negative insteadof a positive sign.
We deal no longer with the good things of this life which man
seeks to acquire, but with the hardships he seeks to escape. The
typical negative demand is the curse of Adam, and so in the
amounts of labor that this 01' that commodity can command, we
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are to read its true value. The value unit is thus, like the great
Joule unit of physics, based on energy. By this reckoning, if the
gold price of the adopted unit of human effort-the average of sev-
eral modes of applying it being used, to avoid variations merely
casual-if that price rises, this is accepted as proof that the gold
unit has lost part of its power to command human energy, and
that therefore we ought more properly to say the value of gold has
fallen.

Which of these two reckonings is the true one? Each of them
in turn is again and again assumed as though no cloud rested upon
its title. In one popular treatise on political economy-a work of
many excellent points, by the way-the tabular standard.obtained
by averaging carefully chosen proportions of some twenty widely-
consumed commodities, receives the name of the ., absolute" unit;
and there is no lack of examples equally decided on the other side.'
A thoughtful and skillful comparison of the'fwo was made before
this Section two years ago, in a paper on "The Standard of De-
ferred Payments" by Prof. Edward A. Ross, where the question
was divided into two: , " (1) as to the ultimate standard of value,
(2) as to the destination of the benefits of industrial progresa v-«

of which the second may safely be dismissed, because its answer is
logically involved in the first. According to Professor Ross, "Jt
is not difficult to show that the labor value theory rests upon a
faulty analysis. A good possesses value or importance not on ac-
count of its past but on account of its future; not because it em-
bodies past sacrifices, but because it promises future satisfactions.

As is evidenced by the course of trade between nations
at different economic stages, values are determined not by cost but
by utility." True, value is something that looks forward and Dot
backward, and so regards not the cost at which the good has been
attained in appraising its value; but however effective this now
generally-admitted truth lllay be in overthrowing the doctrines of
David Ricardo, it does 110tyet take the life out of the labor-value
theory, for the simple reason that that theory, or the form of it
which concerns us at present, really rests,' not on the" faulty
analysis" which Professor Ross so easily exposes, but as essen- .
tiallyas the commodity-value theory on utility. It reckons value
not by the labor a good has cost, but by the labor that that good

1'l'he question "Has Gold Appreciated?" Is discussed In II recent pamphlet iJ;r 1I1r.
C. C.• Jackson, and answered on the labor-value principle In the negative. '
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will command, in exactly the same way that the rival theory con-
siders the commodity that will be rather than that has been paid,
in the same reckoning j and utility enters the equation with a
negative sign, because labor is precisely negative utility. There
is of course a real foundation for the contrast between "past sac-
rifices" and" future satisfactions," since when we regard the case
of money in the hands of a wage-earner the labor represented by
it belongs undoubtedly to the past and the commodity to the fu-
ture-i-thia being a consequence of the law by which men must earn
before they can spend. But this is not the whole of the matter;
the prudent wage-earner always looks on beyond the satisfaction
promised from the commodity he would have. to the cost of replac-
ing the money expended-if I buy this article. he says, I must do
a day's or a week's work before I can regain an equal power to
supply my wants. Plainly then, the order in which money pay-
ments are made should not be regarded a vital point, in fixing on
a standard of values or of deferred payments. Professor Ross
rightly treats this question, affecting as it does the equity between

. debtor and creditor, as mainly ethical; but there is as little equity
in paying the working man for less labor than be expended, as in
exacting of the debtor more commodity than be gave. Negative
utility is ethically no less important than positive.
If it has been thought worth while to meet the attacks made upon

the labor-value theory by those committed to its rival, this has not
been from any notion that labor of any kind, or even of a great
many kinds cleverly averaged, gives us the infallibly true standard
of values. In truth, either of the two proposed scientific measures
of value, if applied with logical thoroughness-if subjected, in
other words, to conditions that really test it,-leads to a glaring
absurdity. It is needless here to reiterate the familiar distinction
between value in use and value iu exchange, or the demonstration
that one of these is not at all proportional to the other. The com-
modity theory substitutes use-value for exchange-value, where the
latter is manifestly ~he thing sought. It pays close attention to
demand in its estimates, and none at all to supply. The obligation
that might equitably have been discharged with thirty-six pounds
of sugar at 14 cents is not equitably discharged with the same
quantity at 4 cents, unless sugar is specifically named in it; nor
can we pay it with a pound of aluminum at 60 cents, though the
same pound might very properly have paid it when the price was
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$5. If this is true of sugar or aluminum, why should it be untrue'
of the averlwe of twenty articles, all subject in greater or less
measure to the same conditions of cheapening production? An ef-
fective reductio ad absurdum of the other theory has already been
indicated in one of the quotations from the paper of Professor
Ross, where he insists on the important difference in the value of
the same amount of labor" between nations at different economic
stages." The principle which is neglected in the proposed measure,
is that the value of labor depends on the way in which it is ap-
plied, to a perhaps greater degree than on the amount of it. So far
from being economically the same thing as labor directed by high
intelligence, labor directed by crude intelligence is something so
different that it seems almost absurd to call it by the same name. If
labor in general is now better paid than it was thirty years ago, this
is largely-perhaps altogether-because in so many trades, enough
to beneficially affect the whole, men have learned to give it that bet-
tel' direction on which its higher value depends.

Unsatisfactory as are all the solutions hitherto proposed, there
seems to be no other direction .in which we Can look. The uses
to which the customary measure of value is most largely applied
are in the purchase of commodities, and in the requital of services.
It is in those relations that we most want it constant; and how,
then, can we more suitably judge its constancy than by seeing
that. it shall bring the same amount of commodity or the same
amount of service? Making exception of cases admitted to be
extreme, and acknowledging the approximate and relative char-
acter of any results we may reach, that is about the best that can
be done. Averages may be used to reconcile minor irregularities,
where the quantities averaged are not too discordant; and wages
may fairly be admitted 011 equal terms with prices, in making our
estimate. There seems to he no valid ground for giving wages
the greater weight, and it has already been shown that they should
be allowed no less. But it is not worth while to combine wages
and prices into a composite, by which all values are to be meas-
ured, for the absolute unit is a chimera. 'We can get along
without one, however, after a fashion, by applying the simple prin-
ciple that when two articles change in relative value, the change is
to be charged to the one whose demand or facility of production
has varied. Accordingly, we can at least be certain that aluminum,
or petroleum, or steel rails will not do as a general measure of
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. values, even without determining precisely what will do. In this
way, under all reservations, we may set about the consjderation of
the question whether gold or silver has proved better adapted tor
the functions of a standard since the beginnin~ of the recent
changes in their relative value. We may be unable to devise, or
even certainly to define, a stable monetary standard in any absolute
sense, but we can determine whether the one or the other metal
shows a nearer approach to our indefinite ideal, and even show more
or less satisfactorily why.

The three diagrams which present this comparison to the eye
are based on data from the Statistical Abstract of the Treasury
Department, for the one at the top, and from the Report on Whole-
sale Prices. Wages and Transportation prepared for the Senate
Finance Committee in 1893, by Hon. C. D. Wright and other
officers of government, and collated by Prof. Roland P. Falkner,
for the two below it. The two upper diagrams both relate to
prices in the United States, the lowest one to England. In all of
them the par value is made a mean proportional botween silver
and gold, so that the two metals vary reciprocally with reference
to it j they are denoted by crescents and circles respectively. The
fun line denotes, in the middle diagram, Professor Falkner's means
of all the two hundred and twenty-three articles of the Senate report,
weighted according to consumption, while the dotted line is the indis-
criminate mean of the fifty-three articles included as II food " in the
same list. Corresponding to these, the upper full line is a mean, here
nuweighted, of nineteen articles in general use-sixteen of the prices
are export rates, and three others (Ohio wool, soft coal and pig
iron) as reported by dealers in the Treasury Abstract. The
dotted line is a mean of eleven export prices of foods. The full line
in the lowest diagram is the general mean from Sauerbeek's list
of articles; this is preferred because fuller and in slightly better
correspondence with the United States figures than the Ecollomi.'rt
list, which is also added in the broken-and-dotted line, for the
most part closely agreeing with it. The lowest line of dots only
is a mean of the three columns headed" Vegetable foods," " Ani-
mal foods" and ., Tea, Coffee and Sugar" (the last having half
weight, in the summary of Sauerbeck's relative prices. Broken lines
in the middle diagram show the movement of average wages, Pro-
fessor Falkner having weighted the means for seventeen out of
twenty-one different industries, proportionately to the number
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engaged in them by the Census. All prices in the Senate report
are compared with those for 1860, and there seems to be no good
reason for changing this. As the Treasury Abstract prices go no
farther back than 1866, however, a different date had to be chosen'
with them, and that fixed upon was the mean of the three 1872-74.
In the Senate report, prices are given in gold as well as currency.
The Treasury prices for 1866 to '78 are here reduced to gold by
dividing by the mean gold premium for each fiscal year. The
ratios having been thus put on a gold basis, they were reduced
to the chosen mean proportional basis by first comparing the ratio
of gold to silver for each fiscal year (upper diagram), each Jan-
uary (middle diagram), and each calendar year (lower diagram),
with the values, 15.78 (for mean of .three years, July, 1871 to
June, 1874), 15.19 (for January, 1860), and 15.29 (for whole
year 1860), respectively j and then multiplying each gold price by
the square root of the corresponding ratio of ratios so derived.
It may, perhaps, be worth while to add that the reason why neither
gold nor silver was chosen as a standard of value, but a geometric
mean of the two, so that the rise of value in one of them is exactly
offset by a proportional fall in the other, is not because of any
notion that such a mean has any practical significance whatever,
or ever could 'have, or that it is desirable for the. purposes of any
other statistical inquiry than this; but simply because, in deciding
between two alternatives, those alternatives ought to be treated as
impartially as possible, without discrimination of Trojan and
Tyrian. Whether the gold or the silver standard is more 'nearly
followed, is in these diagrams not a question betweerreurve-aud
straightline, but between two curves of opposite course. .

The use of the upper arid lower diagrams is mainly to confirm
the middle one, which is best adapted for the proposed test, be-
cause founded on more widely derived and better digested data. It
will at oncebeseen that the two upper curves of price have nearly
the same relation to each other, and the same general direction as
the corresponding middle curves, though taken from an independent
source, made up of far from identical (though similar) elements,
and very differently treated. Both show a lower height, indicat-
ing a lower relative price for the foods than for the other items
in 1866, while after 1875 the foods through all vicissitudes are de-

1A discussion ofthese prices by lIIr. E. B. Howell, in the Review of Reviews for Octo.
ber 1893,adopts 1873as the standard.
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cidedly and continually higher. Notwithstanding this divergence,
the direction of both, after 1866, is more nearly that of the silver
price than of the gold j following the former even in its details until
1880, and after that becoming somewhat moreuearly parallel.to
the latter. But it makes a significant difference whether 1872-74
or 1860 is taken as our date of reference'. By choosing the former,
as in the upper diagram, prices are madfil to follow silYervery
closely indeed j whereas the 1860 date brings the ,prices of the
last fifteen years to substantial uniformity compared with gold,
The price-curves for England, at the bottom, agree in showing a
general diminution after 187.3, and no such diminution, but on the
whole an increase, before that date. Allowing for" the violent
changes of our civil war, in market prices as in many other things,
almost the same words might be used to characterize the United
States curves, in the middle diagram j only putting the change of
direction at about 1870 or .1871, or perhaps even as far back ,as
1866, instead of 1873. The relation in price between food-stuffs
and commodities in general, is' substantially the same in the Sa~er·
beck list as in the Treasury Abatraot Iist and the fuller list of the
Senate report; the foods ~enerally lower for the former half', and
uniformly higher for the latter half of the period considered. The
divergence of the two from1862 to 1866 is, abnormally largeand
is fully explained by the effect of' the single item, cotton, ,whose
price was more than fonr times greater in 1864 than in 1860.
The Economist list is generally in 'satisfiwtory ~greement, with
Sauerbeck's, but itsahnormal elevation from January ,1862 to
January 1867 is even more excessive, cotton being allowed a much
greater proportional weight. The dlvergence after 1886 is more
troublesome to explain, but it does not seriously, affect the ques-
tion before us. The effort to get hold of, some Tndication as to
the movement of, wages in England, within the time here covered,
has met with DO success j the only statistics to be had are scattered,
fragmeutary , desultory, showing no approach toa continuous 'series
for any occupation. Hon, Carroll D. WrIght, in cnllingattentlon
to a recent collection of statistical notes on the sulljec,t by ~Ir.
Giffen, said that it would take some months' labot' of a consider-
able clerical force, to obtain from them any results .that could.'6'e
used as indicationsof progress, '

The wage statistics here. depended on to show that the move-
ment in this country is not exceptional, are some scap.tyand limited

',.<. •.. . ."... ..
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. returns of coal and iron-ore production in France, and from the

. cotton 'spinning- and weaving industries in the German Rhine
'Provinces. The average annual wages per laborer, as tabulated
'in the first report of our commissioner of labor (on Industrial
'Depressions), appear to have been found by dividing the total
'wage-payment by the mean number of laborers; and in combining
them, care was taken to allow weights proportional to the num-
ber employed; dividend and divisor 'were added separately, for a
new quotient. No combination of French and German figures, in
mining and cotton-working, was attempted. The results. were
compared with 1860 for gold-price ratios, then reduced to a mean
proportional between gold and silver, as already explained. They
are thus exhibited on the middle diagram, being distinguished
from United States ratios by the letters F and G. It will be seen
that the course of European wages, so far as we can infer it from
these very scanty data, corresponds fairly well with that in this
country, shown by the heavy broken line. The general, upward
course meets a few interruptions in each line; these, in the French
and German cases, may very' possibly be incidental to the special
industries examined. The first exception to the general rule of
increased compensation in this country occurs during the Civil
war. Wages nominally increased in those days, every year; but
the currency in which they were reckoned lost in value much faster
than they increased, so that real compensation fell off as shown.
Wages, as is well known, change more slowly than prices j so that,
as already indicated, lL depreciation i~ the unit of values makes
those who depend on them the worst sufferers. The price-lines,
it will be seen, do not show the effect of depreciated currency
during the period nearly so much as the wage-lines. The second
exception marks the great industrial depression of 1873-78, the third
the minor depression of 1884; and the fourth, the one which be-
gan in 1890, and is still continuing. In the chart, there appears to
be a sudden depression for 1891, followed by a rapid increase,
but that appearance is due to coincident changes in the price of
silver. Following the gold standard, and taking account of rela-
tive importance, wages rose suddenly in 1889, but became sub-
stantially stationary in 1890 and 1891, and showed a very slight
falling off in 1892. The figures for 1894, if they could be had,

. would doubtless show a grievous downfall.
'Now; in answer, to the question,which of the twometals furnishes



ADDRESS BY HENRY FARQUHAR. 391

the better monetary standard, the diagrams have a great deal of .
important information to give us. First, as to the general run of
prices of commodities since 1873, when the change inthe gold-to-
silver ratio first became considerable. The upper diagram shows
that prices have followed silver and not gold. The middle diagram
likewise, for it is by direction that we must judge, not position.
The lowest diagram shows the same thing for England, with even
greater emphasis, general prices having there fallen relatively even
to silver; though this is less marked with the Economist than with
the Sauerbeck figures. There is a difference between foods and pro-
duction in general, the former having had less share in the gen-
eral downward tendency_This is a consequence of the fact that
recent mechanical improvements, bringing greater economies of
production and transportation, have affected foods less than other
commodities. 1f the use of a measure _of values is to preserve
uniformity in general prices, under such conditions as have obtained
ed since 1873, then unquestionably silver is a better measure than
gold. Next, carryirig the limit back to 1860, we find a noteworthy
difference in the answer. As a representative of prices about 1860,
as the middle diagram shows us, gold has for the last fifteen years
answered very well indeed in the United States. It has the sallie
purchasing power that it had then, far more nearly than silver has.
But, strangely enough, the same rule does not hold for England.
There, prices still follow silver, and keep strikingly close to it if
we consider how careful that country has so long been to accept
only gold as its measure of values. What is the reason of this
difference? A closer inspection of the price-curves appears to
confine it within a few years. There is no very important and last-
ing divergence between our curve and the British, down to 1862,
nor after 1866; for such fluctuations as appear in either disappear
again after a few years. . But between those two dates there is
shown a heavy increase in prices in this country, British prices
for 1866 remaining almost exactly what they were for 1862; which
increase has not yet been offset by a relative decrease. If the U. S.
prices for 1866 had been held down to equality with 1862, and had
followed afterward the same course they actually followed, they
would have been very like the British, and have kept closely to
the silver line. The explanation of this increased scale of prices
in those especial years is found in our revenue legislation, which

. then underwent its most significant modifications. If we regard
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the movements of prices in England, where there have been no
overhaulings of the tariff, as the normal movement, our conclusion
that silver has been better adapted than gold to exhibit uniformity
in prices of commodities, remains nndisturbed by further exten-
sion of the period considered.

But a eonstaney over long periods of time, it has been already
shown, is less important in a monetary standard than a steadiness
in opposition to shorter and sharper fluctuations. There are sev-
eral cases, within the time here covered, of sudden changes in the
relative price of gold and silver j these are represented on the chart
by steeper slopes of the gold and silver curves, ,;hich mutually
approach or recede. Consider first the years 1875-80, where gold
shows two rises and two falls in value, and silver of course the
reciprocal changes. Prices, as shown in the middle diagram,
follow silver with a fidelity, which in the case of foods is quite re-
markable. The upper i diagram shows the same thing, only the
changes in the commodities have a greater range. English prices
are less decisive for this period, since they seem to follow gold
about 1876 and silver about 1879. Consider next the years after
1888, where the changes are ofstill greater range and abruptness.
Here the price-curves follow gold in all three diagrams, thus ap-
pearing to show that these important changes affected only silver
and not commodities in general; or, in other words, that it was not

- gold that altered in value. It may be claimed that this following
of gold is merely an evidence of the conservatism of prices, taken
in connection with the fact that our business is done on a gold
basis; so that, if we had regulated our prices by silver, they would
have been comparatively uniform in that metal, while gold would
have appeared to be the wanderer. Professor Laughlin insists that
this very question has been recently tested in Santo Domingo,
where the currency was silver, the unit a Mexican silver dollar,
and yet prices fluctuated with regard to it, whenever its value
fluctuated with regard to gold. But this may be taken as proof,
not that gold was inherently the steadier metal, but that markets
in Santo Domingo, a region of only 400,000 population, are too
strongly influenced by prices in this country to show what they
would be independently. India, a country great enough to have a
market of its own, does not show the effects noted by Professor
Laughlin. Itmay reasonably be admittec1,therefore, that the claim
has something in it, and that the conservatism of prices, already
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mentioned, after all forms a far more important factor in resisting
these most dangerous changes than the choice of the better adapt-
ed metal. .

Another. very significant point should be borne in mind, in the
same connection. The fluctuations of prices which run their course
in short periods of 'time, the very fluctuations against which it most
concerns us to guard if possible, were even greater before the two
metals so widely parted company in 1873-not only in this dis-
turbed country, but in the comparative quiet of Great Bl"itain-
than they have since been by either metal. The food-curves then.
showed very little more irregularity than those of general prices,
and the great upward movement which followed the California and
Australia gold discoveries, the reaction attending the commercial
depression of 1857, the rise in cotton due to our civil war, and the
effect of our increased tariffs, all occurred while the gold and silver
ratio continued nearly uniform. Were it not for the existence and
importance of this fact, it would hardly have been worth while to
continue these diagrams back of 1873. But the proof that we here
have, that the greatest oscillations in price come from causes with
which divergence in metallic standards has nothing to do, ought
not to be overlooked when we are estimating th~ importance of in-
quiries into metallic standards.

To the principal irregularities of the heavy broken line, showing
the mean wages of labor, regard being had to the number engaged
in the different occupations, attention has already been called.
Passing over these, which are chiefly downward turns, symptomatic
of our greater and lesser industrial depressions, and comparing
the curve with those for the two metals since 1873, we see not a
single instance in which it shows a change in direction agreeing
with that of the silver curve for the same date j while its correspond-
ence with the gold curve, even in its minute changes, is as striking
as is its general agreement in direction, whether we start from 18i3
or from a remoter date. We find the upward turn in 1877 and the
curious alternation of higher odd years and lower even years be-
tween 1878 and 1885,. in the gold curve, faithfully mirrored in the
wage-eurve ; as are the downward turns of 1886, 1889, 1~90 and
the upward turns of 1887 and 1891. If this correspondence be
ascribed to the conservatism already spoken of, which would nat-
urally show itself even more in wages than in prices-if it be said
that a negative proof is valueless, and that quotations habitually
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given on a gold basis might not unnaturally show little variation
by comparison with gold-it is clear that no such criticism will ap-
ply to changes in the direction of the gold changes but exceeding
them in amount, to appreciation of wages relatively to gold while
gold is itself appreciating. And yet nothing can be clearer to the
eye, than that that very thing is what wages have done since the
return of peace to our land. And just that have wages done in
Europe at the same time-starting at a lower point, bringing up at a
lower point, but following the same general rate of increase. Man-
ifestly the just measure of wages, in the period here covered, has
not been silver. If it be desirable on any account to preserve a
constancy in the compensation of labor, to provide that the sum
which represents so many days' work at one date, shall not repre-
sent fewer days' work at a later date, on that account is silver in-
ferior as a standard. Its claims can be upheld only by proving
the unfitness of human labor as a measure of value, and that has
not been done.

H the labor-standard is faulty, as here applied, in testing the
gold and silver standards, it is faulty by its too great tendency to
indicate depreciation. This results from the fact that the labor
performed in a givell"trade, to-day, whatever pains we take to pick
out trades of the same name and as nearly as possible identical,
is not precisely the same thing as the labor performed in it twenty
years ago. It is different because its application is different. In
many lines, furnished with more effective tools, guided by better-
educated minds, its product is greater and there is more to pay it
with for- that reason j and the rise of wages in these lines brings
about a general advance,though the intrinsic quality of the labor
may be unchanged. On this account the true measure, supposing
that measure determined bX a regard for intrinsic quality and not
extrinsic application of labor, would be one by which wages as
here treated should somewhat increase. If the commodity-stand-
ard is faulty, on the other hand, it is faulty by its too great ten-
dency to indicate appreciation. The value of a commodity which

, can be supplied by the hundred-weight becomes a very different
thing when the same plant, force, enterprise and capital can supply
that commodity by the ton. Though its use-value remains unal- .
tered , the depreciation of its exchange-value is a real phenomenon,
and must not be neglected in testing a proposed standard. And
since there is no valuable that has not a wide. range of other valu-
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ables for which it is capable of servingIn one way or another as a
substitute, the cheapening of one of them, by newly devised econ-
omies in production or distribution, brings about the cheapening
of a whole group. On this account the true measure, supposing
that measure determined by articles for which not only the demand
but the facilities for supply remain steady, would be one by which
prices as here recorded should somewhat decrease. In fine, the
best standard of value would be one whose changes were interme-
diate between those of wages and those of prices. Silver has rep-
resented prices well, though in its very latest plunges it is be-
ginning to outstrip the general run of articles in the downward
course, while it diverges widely and hopelessly from wages. Gold,
by the same evidence, is rising a little with respect to prices, as
there is good reason to believe the accepted standard ought, and
at the same time falling with respect to wages, as there is equally
good reason to believe it ought. This appears to be a thorough
and impartial statement of the facts of the case, so far is these
data suffice to furnish them. The champions of silver are entitled
to fair treatment, and their predilection for the cumbrous name of
bi-metallist, while they reserve an even more cumbrous name for
those unable to see as they, need not prejudice us against their
cause, however like a confession of weakness this eagerness to fly
to shelter may seem.

There is a satisfaction in the conclusion that, however we may
account for it, the measure of values generally accepted among en-
lightened nations so happily combines the qualities that the true
measure ought to possess, and this is ample compensation for the
trouble taken in collecting and setting forth the evidence on which
that conclusion is based. Nevertheless, it should be distinctly
borne in mind throughout this inquiry that the question just con-
sidered-whether gold does or does not meet the conditions of
stability-is one that, however interesting it may be from the point
of view of the student or the philanthropist, has no necessary bear-
ing on the practical question-whether gold is or is not destined to
become, or rather to remain, the universally recognized standard
a~ong peoples whose recognition is a matter of any significance.
If a careful examination of the question of stability had showed
gold to be as inferior to silver as due attention to the. course of
wages has proved it superior-as inferior, let it be admitted;. as a
consideration of prices only, since 1866, would show it-:-the eon-

4
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elusion would remain yet unshaken, that the future belongs to gold.
Retter to understand how this may be, let us consider an illustra-
tion from another branch of economics. About a century ago, the
power-loom and spinning-jenny carne into ,use, also the improved
steam engine. The united effect of these was, as has been often
explained, to make certain:' production, particularly that of cloth,
moreprofitable wbendone in large quantities,and thus to establis~
the factory system, breaking up, for pnrpose of general use, the
older method of home production-production in small quantities,
at places wide apart. Watt and Hargreaves were followed by in-
ventors only less well known, all working to the same end: to
build up', aggrandize and consolidate the factory, to enlarge and
condense the town. The' results of toe change, in amount of cloth
produced per human producing unit, have been mighty; but its
effects on the minds, manners, and morals of the workers are open
to grave question. Are men better for being packed in such close
masses,\so reduced to appendages of the machines they run? How
do the smoke, filth and bad air of huge factories and the towns
where they necessarily aggregate, -compare in healthfulness with
sky and field and home? These questions have been often asked,
and made a serious impeachment of the factory system. But another
question has always arisen, which has remorselessly swept all these
aside: even if the abolition of factories should be proveddesirable on
all these counts, is it practically possible? In face of that inevitable,
inexorable question .every humanitarian or philosopher is driven
from the discussion-unless it be 1\11'. Ruskin. In simple truth,
the social force which has been set at work in' building and driving
these factories has grown. too strong to be controlled by any social
force which discussion can set at work to fight them. Something
of the same sort exists in the case now under consideration. Gold
has supplanted silver as a standard thronghout the countries which
make any large use of money, because economy has compelled it;
and that eompulsive force has by this time grown too strong to be
counteracted or controlled by any question we may raise of its su-
periority or inferiority to silver in carrying out the demands of
ideal justice. It is not contended that things ought to be thus, so
much as that they are thus.

No treatment of monetary standards can have any claim to com-
pleteness if it neglect to make respectful mention. of the system
of "puts," and to enquire how far the introduction of puts is an aid
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.to the just performance of contracts. or an improvement to the
general financial scheme. The put, it is almost superfluous to ex-
plain, is a bargain which binds one side. and leaves the other free.
'Doe gives a put by 'agreeing to pay at such a time such a sum-for
such a quantity of some article-generally a speculative stock-,-
provided Roe chooses to sell. .Roe, who holds' the 'put, is himself
under no obligation. This practically amounts to a bet on the
price of the stock, in which if Doe loses he forfeits the difference

I

between the named price and the ma.rketprice,bethat much or
little j while Roe's forfeit is in any case .the consideration of his
option, which is usually cash paid to Doe. TJ:H~point of chief im-
portance for present purposes is ,that the option is not obtained
by Roe for nothing. Whatever is.worth having must as a 'general
rule be paid for, and no one expects to have a put given him gratis.
As applied to the monetary standard, the put system allows a pe-
cuniary contract to be discharged by an option between two metal-
lic expressious of value at a predetermined ratio; thatis, it involves
a species of bet on .the relative. market-price .of the two metals. If
the advocates of puts in monetary contracts were content to have
them permitted for those desiring to enter in,to agreements of .that-
kind, there might be none to take the field against them i but when
it is seen that their object is something more comprehensive, to
connect this form of speculation universally-with every contract
involving a future payment of money, whatever may be the inten-
tion or. disposition of the contracting parties-then it is not unrea-
sonable to enter a protest. This protest need not leave out of
view the fact that all contracts for future payment involve a.spec-
ulative element inseparable from such uncertainty as may attach
to the constancy of the standard of payment, nor the fact that the,
option which it is proposed to allow,.to one of. the parties only, .ia
expected to make the contract more equitable and even between,
them; it need only speak of this law-imposed put as a needless
complication of something that ought to be as plain and easy as
possible, and as a piece of unvarnished paternalism. It might also

.point out that such an imposition is no favor whatever, in.the long
.runv.even to the class it is especially devised for the purpose of
.favorlng i .for, just as other puts are sold and not given,.sothese,
if there is anything in them of value to the possessor, can only b~
had by his paying the cost. This payment will probably take ~?e
shape: of higher-Interest charge-s-that. being the. general aeeompa-
niment of, all forms. of, uncertainty th~ta Ioan will be fJJllyrepaid
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-or else it will be what comes to practically the same thing, a
shortening of the supply and greater difficulty in the obtaining of
loanable capital. One of the alternative standards of value,
indeed, is quite as likely to grow cheaper by' unforeseen as by ex-
pected causes, and the prudent lender will always guard himself
gainst every risk, in the terms on which he grants his loan i so that
the borrower, who is put at additional charge for insurance, in
the shape of higher interest, against that very cheapening of the
alternative metal which is expected to delight all borrowers, must,
in case no such cheapening come to pass, be only a loser by the
option allowed him.

When the market price of either metal, the debtor holding an
option between two, goes below the designated ratio, that metal
becomes the standard of values. While this state of things lasts,
the other metal is not in any real sense the standard, but that stand-
ard will be something that rises and falls with all fluctuations of
the cheaper metal, so long as none of those fluctuations carries its
price above the ratio fixed. In the changes since 1873, therefore,
if the laws had decreed either gold, or fifteen and one-half or six-
teen times its weight in silver, impartially, to be the standard of
deferred payments, the facts of business would have been in all
respects as if silver alone had been made the standard, with no option
at all. This is not doubted, but associated with it is an interesting
question, as to which the widest diversity of opinion exists. If sil-
ver had been made standard money, in the countries for which
these diagrams of prices were made, would its value relatively to
other articles, and gold especially, have taken a course anything
like that it did take? The advocates of' a nominally alternative
standard, or of puts in monetary contracts, or, if they prefer, bi-
metallists, maintain with great energy that the relation of silver to
gold, at least, would have been in that case very different. They
appeal to the course of the two metals from 1850 to 1857, shown
.in its relation to prices on the chart. The unparalleled increase of
the gold supply which then occurred had no further effect on the
ratio than to bring down the gold value from about 15.8 to about
15.3, It difference just perceptible at the extreme left of the chart,
even the highest quoted price of silver at any time in London, 62f,
yet giving a commercial ratio a little above 15. Such an insensibil-
ity is without precedent, even in the history of money metals.
Ascribing it to the legislation of a fixed ratio by France, it is easy
to argue that if that country had held as firmly to its coinage sys-
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tem after 1873, the commercial ratio of gold to silver could in like
manner have been kept steady . We might have seen a phenomenon
like that shown in these diagrams from 1850 to 1857, a sharp rise in
prices, indicating a greatly diminished purchasing power in money of
both kinds, but no significant ohange in the ratio of the metals to
each other. There seems to be no good reason for denying uny
part of this claim, except the reason alleged for the steadiness
of gold after the California- discoveries. If the laws had held the
two metals to a fixed ratio as legal tender, and if those laws had
been carried out, there could have been no such change; and all the
inconveniences we have suffered therefrom could have hadno exist-
ence; Very similarly we might say, if the factory system were
abolished by a statute, and if that statute were obeyed, the evils of
that system would not exist. The two propositions are equally
undeniable, and about equally practical. <

There is no lack of able essays and treatises in advocacy of the
monetary system known as bi-metallism.. This Section had the
pleasure of hearing one a. few years ago from 1\11'. E. T. Peters,
which insisted strongly on three points, among others: that restrict-
ing the monetary use of either metal was, in effect, restricting the
supply of money, and. throwing too much work on what remained;
that any ratio of value legally established (say 15} to 1) would
necessarily become that of marginal cost of production j and that
tnternationalagreement was essential to successful bi-metallism.
Earnest and eloquent have been its partisans in more than one eoun-
tryof Europe. Some of the pleas in its favor have swollen to the
dimensions of volumes. But it seems sufficient to take a recently
published pamphlet, "Bi-Uetallism, a Tract for the Times, by Fran-
cis A. 'Walker," as an epitome of the entire argnment. Certainly
nothing could be fairer than General Walker's opening:

<\ '

"Three successive questions 'Ire involved in the problem of bi-metallism.
First, is it economically desirable, and this in a high degree? Second, is
it economically practicable- that is, if the system were set up, would it
work successfully under the normal operationof .the principle of self-in"
terest, without any help from philanthropy or public spirit or patriotism
'.' '.' ? Third, is it politically and diplomatically possible- that is, can
the consent and cooperation of a sufficientnumber of nations be secured
to set up and sustain the system, if indeed It be economicallypracticabie?"

General Walker's second question is admirably staten, but his dis-
cussion of it gives no satisfactory answer. To summarize it in a
.few sentences :
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" Law cmnot affect values, much less control them, except as it sets
some economicforce in motion. . . This was exactly what France
did by the law of 1803,which established the bi-metallic system.
This system accomplished its purpose to a degree which is truly marvelous
when one considers the tremeu.tous power of the forces by which it was
unexpectedly assailed. Asbefore stated,. in 1803about three dollars' worth
of silver was being produced for every dollar's worth of gold. In 1809
began that long series of revolutions and rebellious in Mexico and Spanish
South America which destroyed the mining industry of those countrtes,
so that silver production fell off with frightful rapidity. Then gold was
discovered in the Ural Monntains and in the auriferous sands of Si-
beria. . In 1848came the discovery of the marvelous gold fields
of California . . . . and only three years later . . of Aus-
tralia. Within twelve years the stock of gold in the hands of civilized
men was literally doubled! .. . The part which the French system
played during the seventy years covered by this narrative, especially dur-
ing the gold deluge, has been acknowledged in the fullest manner by gold
monometallists of the highest authority. [Quotations from Jevonsand
Bagehot follow.] . .. ' In all the crises that have arisen, at epochs
so diverse, in circumstances so different, one sees the Bank of France
less distressed than the Bank of England. We may affirm
without rashness that the French monetary system is not wtthqut influ-
ence in the result.' [1\1. Denormandie.] . The three great pur-
poses of bi metallism are, as we have stated them: first, the establishment
of an approximate pal' of exchange between g»d-using and silver-uslng
countries; second, a higher degree of stability ill the money-mass com-
poundedof the two mstals than would be attainable under monometallism;
third, to prevent the disastrous results which might otherwise folto-\vthe
depreciation or appreciation of one of the metals, through its increasing
abundanceor scarcity. " So long as France secured these great
benet1tsto mankind no one but the French . . had the right to
object to this alternation of gold and silver in their currency; but they did
not do so."

To understand rightly the circumstances under which the French
coinage of 1803 was enacted, we ought to have under our eyes Dr.
Soetbeer's table of the mean gold-to-silver commercial ratio for
each year. This ratio, for the greater part of the last century, was un-
del' 15. Itwas slightly over that figure in 1748 and in 1790, between
which years there is but one break in the run of 14's which denote
the whole number part of the ratio. Professor Laughlin has testi-
fied to the exactness with which the ratio was fixed' at 15, wheu this
country first began coiniug in 1792.. By 1803, 15t had come to
express the same thing as exactly. .The ratio still increased for a
while, irregularly; a few L6's appear in the table from 1808 to
1813. Is any doubt entertained in any reasoning mind that this
important relative increase in the value of gold, froin1790 to 1813,
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was due' to the fact adduced by General Walker, that at that time
" about three dollars' worth of silver was being produced for every
dollar's ,;orth of gold?" And if rising production and falling price
were cause and effect, was not the cessation of the effect due to the
cessation of the cause, when the disturbances in Spanish America
began in 1809? If silver production had kept to the figure it
reached in the first years of the century, it appears altogether prob-
able that this depreciation would have continued, that the French
bi-metallic system would before long have collapsed as totally and
hopelessly as our own first bi-metallic system, and that the French
surrender of 1874would have come when ours came in 1834. From
that fate the French system was saved by the diminished silver pro-
duction, which thus proved, instead of a force that" assailed" it,
really the force that sustained it. The fall in the price of gold in
1850, happening as it did when the coinage of France had become
almost exclusively silver and her bank reserve was eleven-twelfths
in that metal, when gold had disappeared from general circulation
and 'commanded a premium at the Exchange, gave her bi-metallism
a new lease of life. But for a few years only j its failure was
practically acknowledged when the country consented to use de-
based metal, coined on government account and redeemed by the
government, for her small-change silver j SI) that its subsequent
abandonment (under the name of suspension) was natural enough .
.It is interesting to note that the forces which assailed the French
system with such' 'tremendous power," but which were successfully
resisted, were all of them forces that tended to arrest the downward
movement of silver. In the presence of a force that hastened that
movement, bi-metallism succumbed without a struggle .. 'With the
nature of the force that thus brought it low, we need not long de-
tain ourselves. General ·Walker hotly insists" that it was silver
demonetization, and .not silver production, which caused this tre-
mendous effect j" but the reconciliation of this view with that of
"the tremendous power of the forces," ete., quoted above, and
with his admission that supply as well as demand affects all prices,
may be left to him. He hurls his wrath against tIle Germans as
chief sinners in this" demonetization" movement, not even once
alluding to our own Mint Act of 1873 as " the crime of the age."
The fall of silver was certainly COIncident with these demonetiza-
tions, and may perhaps have started immediately from them, but
even so we may ascribe it to increased production without any mis-
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givings, just as we might ascribe the fall of an unsafe building to
its unsafety, even though we saw it pulled down by the building
inspector. Whether it was German or American breath that over-
turned this house of cards, need not greatly concern us. Since
,e law cannot affect values much less control them, except as it sets
some economic force in motion," the "tremendous effect" of de-
monetization laws is explained by their cutting down the monetary
demand for silver; but this supposed force did not exist. More
silver was coined in 1876 to 1880, according to Dr. Soetbeer's
tables, than in any preceding five-year period. The amount has
since diminished, but is still higher than before 1866. Whatever
the reason for the decline was, however, that reason was and has
remained sufficient for France.

No unprejudiced mind would be indisposed to credit France
with having shown some power over the relative value of gold and
silver, in resisting and alleviating its changes, down to the opening
of the Comstock era in 1870. Some power it may have shown,
perhaps, evep though the claim now and then made by people im-
perfectly acquainted with the facts, that" between 1803 and 1873
it maintained for the whole world the ratio of l.Si to 1 " is inad-
mlssible.! But since it is at best a matter of conjecture how
far the falling off in silver production after 1809 would have low-
ered the gold ratio, how far the subsequent recovery would have
increased it, how far the California and Australia discoveries would

1Yet that claim is repeated by "the bi-metallist members of the German Silver
Commission," whose declaration" is regarded by President Andrews as one of the
most telling and weighty summaries of the case for bi-metallism that has ever been
made." These Commissioners also discover an "increased power of competition"
in cheap-money countries: "In proportion as their silver or paper loses In power to
buy gold, these countries enjoy in effect a high export premium"- as though receiv-
Ing less return for their productive labor gave them a real advantage. The declara-
tion further declares: "The attempt to refer this lowering in the general level of
prices [since 1873] to other causes, lying outside the coinage system, for instance to
cheapening and Inprovement in means of communication, to the perfecting' of proc-
esses and machines for the production of goods, etc., must be considered a failure, for
the reason that the same causes were present in the same strength during the twenty'
year period before 1873"- which they were not. The development of the Bessemer
process belongs to the later period. Average freight-rates per ton-mile on seven lm-
portant railways were 1.89cents in 1872and but 0.75cents in 1892. (See Senate Report,
page 615.) The fact that" wages have increased in price is without weight, because
. . . . wages rise with the elevation of the standard of life in the different classes of
the population"- which they do, just as the boy grows larger when he comes to wear
larger clothes. The conclusion appears to be that" a stable ratio mightbe maintained
IF the nations we have alluded to [Great Britain, the United States, Germany and the
Latin Union) were to accept and strictly adhere to bi-metallism at the suggested ratio."
Doubtless. (Translation by Pres. E. B. Andrews in Ilerieu: of Reeieuis for October,
18~.)
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have lowered it again, and how far the reduced yield from these
rich stores, accompanied by a steadily increasing silver yield, would
have restored it-effects all plainly traceable in the ratio as it is-
how much more strongly trace able they would' have been if
France had left the metals to their fate, it is impossible to tell with
any approach to certainty what the exact influence of France was.
The violent changes in the ratio since France gave up her bi-
metallism are not a sufficient answer; for if those changes have
been unprecedented in their rapidity and extent, the increased silver
output since the Comstock discovery has been equally unprece-
dented. It is true that there had been unprecedented gold discov-
eries just before, which were prevented, by France or by some·
cause, from lowering the ratio below 15; but this brings us to a
point that seems to have escaped the analysis of bi-metallistic au-
thors, namely, the difference in the kind of demand filled by gold
and by silver in this nineteenth century. For very small payments,
silver is of course indispensable; but that isa demand soon satis-
fied. For large payments there is a preference for gold, which
increases with the size of the paymentvto be made j so that, on
account solely of superior convenience, there is a higher gold-
ratio in countries where business is done on a wholesale scale
and payments are large, and also an increasing ratio in the same
countries as business operations grow wider. The difference in
demand grows stronger with higher civilization, for differentiation
of function is a distinctive mark of evoluti~n. In view of this in-
creasing preference for gold, a cause whose efficiency cannot be
doubted, we have a reasonable explanation of the surprising insen-
sibility shown by this ratio to the gold discoveries in 1848, .and its
marked sensibility to those of silver about 1870. This examina-
tion of facts is worth the making; because it enables us to account
in a perfectly consistent and probable way for every phase of the
gold-to-silver ratio that the century has seen, without crediting the
French monetary system with any decisive share in producing or
controlling them. The part played by France may have been noth-
ing, or something, or anything short of everything j we cannot
demonstrate, but only estimate j and even General Walker's "gold
monometallists of the highest authority'" do not settle the question.
A combination of nations might. perhaps have more power than
France alone to fix a ratio, but it would. also include more elements
of weakness: national jealousies and rivalries; which would

5
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some to shirk a work of this kind, whose benefits were to be com-
mon to all, while the cost would have to fall on each separately-
would lead others to suspect their partners of shirking-and so on,
until the agreement fell asunder by its own weight. The conclusion
to be drawn, since the best evidence offered that international bi-
metallism is economically practicable is the example of France
since 1803, is that the proof is not sustained.

A few words on the alleged benefits' of bi-metallic coinage. That
of a "par of exchange between gold-using and silver-nsing coun-
tries" is real, and of no slight importance. It is of just the same na-
ture as that of a steady price of cotton, from the recent loss of which
some parts of our country have so greatly sutfered.. If bi-metal-
Iism 'is economically practicable, we might doubtless expect this
benefit from it j if not, we shall be compelled to reconcile our:
selves to fluctuating silver, as we have reconciled ourselves to fluc-
tuating cotton. "To prevent the disastrous results which might
otherwise follow the depreciation 01' appreciation of one of the
metals," is what this device would do for us most imperfectly. A
scarcity of one metal or a greater abundance of the other, it would
tend to check by throwing the office of cnrrency on the second, of
course. If this happened to be followed by an opposite state of
things, the remedy would apply itself automatically; but how if it
were followed by more of the same state of things? if the scarcer
metal grew still scarcer. or the plentier one more plentiful? .The
remedy would then ha1e been already applied, and would be no
longer available. There is no reason why things should take the
first course rather than the second, though General Walker's claim
that his system would result" in establishing an alternating cireu-
lation," is evidently founded on some conception that they would.
To the claim of greater stability; that" with bi-metallism, shocks
in trade Come less often," the example of France is azaln brouzht, ~ 0
for support. Unquestionably that country has had fewer and less
serious financial disturbances than this country or than Enaland., ~
But when we remember that the French do business more for cash
and less for credit than we do,and that they are exceptionally par-
ticular to keep a strong cash reserve-for the Bank of France has
held, steadily for the last twenty years, more gold alone than the
Bank of England (most of the time more gold than all the banks
of issue in the United Kingdom together) to say nothing of its
equal hoard of silver,-it is quite needless to look beyond these
facts to account for their immunity.
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It only remains to sum up, in one paragraph, the results of an

inquiry whose close relation to vital public interests is hardly suf-
ficient to make it enlivening. or entertaining; and then to see to
what practical conclusions they lead. A monetary standard is
constant when the same amount of money does the same work j as
nearly as possible supplies the same want and compensates the
same effort. These ends should both be attained if practicable;
if not, neither should be exclusively preferred. The selection of
centuries of civilization having fixed upon silver and gold as ex-
pressions of values to be taken as constant, the inquiry is, which
of the two more nearly meets these ends, or whether a combination
of the two would be better than either. The answer appears to be
that by the ideally best standard the prices of average merchandise
ought to have been slightly diminishing and the wages of labor to,
have been slightly increasing within the last twenty years, a re-
quirernent more satisfactorily met by gold j and that any attempt
to work the two metals on equal terms into a composite whole is,
in this era of telegraphs, railways and "ocean greyhounds" of
very doubtful practicability and of very doubtful merit if its prac-
ticability were assured. The alleged scarcity of gold and ,. dimin-
ishing money supply" seem little more than a myth. The most
important conclusion suggested is the needlessness of active in-
terference in the matter by the governing power. Allowing entire
freedom of contracts in money; construing the terms of such con-
tracts in all doubtful cases according to prevalent usage, and en-
forcing them accordingly: grallting to the people all needed
facilities for immediate decision as to values in metallic form, by
marks certifying to weight and fineness-this being the true func-
tion of eoinage j when the government has done these, it has done
its part. The usurped power of passing "legal tender" nets
should be surrendered, and legal delinitions of value should cover
only contracts made by the government itself. Were this course
followed, men might treat as money anything they agreed so to
treat, accepting' the government's stamp as evidence that their
agreement was kept, and not fearing or hoping that any meddle-
some enactment would step in to declare that, though one metal
was agreed on, the agreement might be completely discharged by
paying 15;t times its weight of some other. If tile result of this
policy should be a victory for the economic forces now working to
bring all nations to a gold unit in practical business, the standard
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to which we should thus be brought, as amply shown above, is no
bad one If the contracting parties preferred silver, however,
they might make their agreement in terms of silver. and have it so
enforced; or if they decided on giving the debtor an option to pay
one metal or" put" another, and so declared, thelaw might help
them in that also. But it would not infer the put unless the con- .
tract explicitly provided for it. The question of the ideal standard
would remain as now, interesting and altogether suitable for scieu- ,
tiflo bodies, but active business would never have occasion to wait
for our verdict upon it.

In a total abandonment by the government of its power to de-
clare a legal tender for private debts, is to be found the true prac-
tical solution of this problem, a Stable Monetary Standard.

,


	Page 1
	Titles
	( 
	HARVARD 
	LIBRARY 
	Borrower: ILL 
	ILL Number: 
	Printed: 3/7/20142:19 PM 
	P3 
	Regular 
	Call #: WID Econ 4470.20 

	Images
	Image 1
	Image 2


	Page 2
	Titles
	HENRY FARQUHAR. 


	Page 3
	Page 4
	Page 5
	Titles
	... 


	Page 6
	Page 7
	Page 8
	Titles
	879 


	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Titles
	SO" 
	ios. 9 
	m.1 
	Ill. 7 
	m.s 
	----------~------------------:--.----;-._---- 
	'---1----1---1----1---1 
	::: I 
	,:::' 


	Page 17
	Titles
	r. j . "f~.7 
	887 
	-- 

	Images
	Image 1
	Image 2
	Image 3
	Image 4


	Page 18
	Images
	Image 1


	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Titles
	. 


	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Titles
	400 


	Page 31
	Page 32
	Titles
	402 


	Page 33
	Page 34
	Titles
	, ~ 


	Page 35
	Page 36
	Titles
	, 





