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ADVERTISEMENT TO THE SECOND VOLUME

OF THE

POLITICAL DICTIONARY.

TxE plan and object of this Dictionary have been explained in the
Advertisement prefixed to the First Volume. This Second Volume
completes the work. )

The Index contains the heads or titles of all the articles in the Two
Volumes: and it also contains many heads or titles to which there are
no separate articles corresponding, but as to which heads or titles some-
thing is said in the several articles which are referred to.

Some references occur in the body of the work which lave not been
made good, but they are few in number and comparatively unim-
portant; and some few references have been inaccurately made. 1t is
difficult in a Dictionary to avoid errors of this kind, though due pains
were taken to prevent them being made here. The Index in this
Second Volume shows what the work contains.

A few subjects have been omitted which some persons might expect to
find in a Political Dictionary ; but it was thought prudent to limit the
work to two volumes, and this limitation made it necessary to exclude
articles of less importance.

It may however be stated that this is the only woik of the Kind in

the English Language; that it contains a large amount of information
a2



v

on most political subjects which cannot be found in any other book
adapted for general use ; and that, though it does not profess to be a
Law Dictionary nor to be free from the errors which are unavoidable
in any work of the kind, it contains both more and more exact legal in-
formation than is given in some works which are entitled Law Die-
fionaries.

The rapid movement of modern legislation can only be followed by
a periodical work. Theact 9 & 10 Victoria, c. 59, ¢ An Act to relieve
her majesty’s subjects from certain penalties and disabilities in regard
to Religious Opinions,” was passed too late to be noticed in 1ts proper
place. This is mentioned as an instance of the kind of omissions and
the causes of them which have occurred in the progress of this werk.
The passing of this act brings the condition of Religion in this country
still nearer fo that condition which is considered in the article Epu-

caTtiox |vol. i. p. 816].
Landon, September, 1816.
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Union for maintaining a mint in Scot-
Jand, and although every species of the
money of Great Britain and Ireland was
coined in London, the establishment of a
mint was retained in Scotland for above
a century after the union.

The reader may consult the fReport
Sfrom the Seleet Commiliee of the House
of Commons, alveady referred to, 1n the
Appendix to which he will also find
a large eollection of papers relating to the
IFreneh mint, the mint of the United States
of North America, and the Dutch mint,

MISCHILEF, MALICIQUS.
Licious INsuRIES. |

MISDEMEANOUR.
NAL, p. 181.]

MISPRISION OF TREASON. [Law,
CRIMINAL, P, 187, nole. ]

MONACHISM, MONASTERILS,
[Moxk,

MODUS. [Tiruss.]

MONARCHY. [See p. 362.]

MONEY is the medium of exchange
by which the value of commadities is es-
timated, and is at onee the representative
and equivalent of such value,

Barter is nmaturally the first form in
which any commeree is carried on. A man
having produced or obtained more of any
arficle than he requires for his own use,
exchanges a part of 1t for some other ar-
ticle which he desires to possvss.  DBut tiis
simple form of exchauge is adapted to a
rude state of socicty only, where the ob-
jeets of exchange are not nunierous, and
where their value has not been ascer-
tained with precision. As soon as the re-
lations of civilized life are established in
a community, some medium of exchange
becomes neeessary.  Olijects of every va-
riety are bonght and sold, the production
of which requires various amounts of la-
bour ; these at different times are relatively
abundant or scavee; labour 1s bargained
for as well as iis produets: and at Iength
the exchangeable value of things, n refa-
tion to each other, becomes defined and
needs some common standard or measure,
by which it may be expressed and known,
It 1s not suflicient to know that a given
quantity of corn will exchange fora given
quantity of a man’s labour, for their 1 rela-
tive value is not always the same; but if
a staudard be established by w hich each

[Law, Crivi-

[Ma- |

can be measured, their relative value
can always be ascertained as well as their
positive value, independently of each
other.,

As a measure of value only money is
thus a most umportant auxiliary of com-
merce. One commodity from its pature
must be measured by its weight, another_
by its length, a third by its eubic con-
tents, others by their number. The diver-
sity of their nature, therefore, makes it
1111pn:51ble to apply one description of
measure to their several quantities; but
the value of each may be measured by one
standard common to all. Until such a
standard has been agreed upon, the diffi-
cultics of any extensive commerce are
incaleulable.  One man may have nothing
but corn to offer for other commodities,
the owners of which may not have ascer-
tained the quantity of corn which would
be an equivalent for their respective goods.
To effect an exchange these parties wounld
either have to guess what quantity of each
kind of goods might justly be exchanged
for one 'muthr:r, or W ﬂuld be guided b}
their own experience in their particular
trades. Whenever they wanted a new coms-
modity their experience would fail them,
and they must guess once iore.  But
with money all becomes casy; each man
affixes a price to his own commodities,
and even if barter should continne to te
the form m which exchanges are effected,
every bargain could be made with the
utmost simplicity: for commiodities of
every description would have a denomin-
ation of value affixed to them, commeon to
all and understood by every body.

But however great may be the import-
ance of mouey as a measure of value In
facilitating the exchange of commodities,
it is infinitely move important in another
character. In order to exchauge his
gouts it 1s not suflicient that a man should
be able to measure their value, but Iie must
ilso be able to find others who, having a
different deseription of goods to offer as
an cquivalent, are willing to accept his
goods 1n exchange, in such quantitivs as
he wishes to {hqpote of. Not to enlarge
upon the obvious difticulties of barter i—
suppose one man to have nothing but corn
to sell, and another nothing but bricks:
how can any exchange be effected unless
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each should happen to require the other’s | the mere instrument for assessing

goods?  But presumung that this is acto-
ally the case, 15 1t probable that each will
rjiire 25 much of the other as will bean

act equivalent: er in other words. as

much as represents an equal amount of

labour? Such a eoineidence might ocear
pgac2 or twice, but 1t 15 not conceivable
that it should eceur often. Corn 1s con-
sumed annuallve but hrlc}:s olee pro-
daced endure for many vears: and their
1utereiiznge between two persons in equal
propor:ions, for any length of time, wounld
therefore b2 extremely 1convenient. In
order to dispose of his corn, the producer
might buy the bricks and dispose of them
tn others: but in that ease, In addition to
the business of growing corn he must he-
come 2 seller of briexs. But human la-
bour has a2 patural tendency to a division
of Emplﬂfmiﬂth : and as --n::ﬂwtv ad-
vances in wealth and in the arts of
1ife, men confine themselves more and
more to distiuct ﬂccupatinus, iustead of
practising many 2¢ ¢he saxne time.  [Di-
TIS10N OF E}IFLGY\IRS%] With this
tenderey a svstem of simple brrter is ob-
vicusly inconsistent: as by the one. a

2n 15 led to apply the whele of hisla-
bour to one business: by the other, he 1s
drawn into manv. By the one he has
onlv 1o produce and seli: by the other he
must also buy what he does pot want
himself. and becom a trader.

Bat all theze dificulties are removed if
some one commodity can be discovered
which represents a ecertain amount of lo-
bour, and which all persons agree to ac-

ezpt as an equivalent for the products of
their own industry.  Ifsuch a commodity

be fomnd, 1t 15 1o longer necessary for

rmien 1o exchanee thir goods directly with
each other: they have a medium of ex-

chap.re, which I*M‘ can obiain for their

own coods. and with whick they can par-
chace the e coods of others. This medium,
whatever it may be. is Monev.

When mensyv has assumed the charee-
ter of 2 medium of exchange and equi-
valent of value, the enmbreus mechanism
of barter gives plnce to commeree.  But
what must be the qualities of an article
which all men are willing to aceept for
the products of their own labour? It is
nuw no longer like a weizht or measure,

—Y

the
value of commodities; but, to use the

' words of Locke, “1t is the thing bar-

aained for as well as the measure of the
bargain.” A bargain is complete when
monev has been p:nd for goods ; 1t has no
reference to the price of other goud nor
to any circumstance whatever, One party
parts with his goods, the other pays his
money as an absolnte equivalent. DBut
thougzh money us a medium of exchange
thus differs from money as a mere stand-
ard of value; vet in both characters it
should possess, if it be possible, one
quality above all others—an wvariable
equality of value at all times and under
all circumstances. As a measure of
value it is as essential that it should always
be the same, us that a yard should al-
ways be of the same length.  And unless,
as a medium of exchauge, its value be
alwavs the same, :1]1 l:..u'ffmns are dis-
turbed. He who giv s his labour or
his goods to another in exchange for a
dclusive denomination of value instead of
for a full equivalent which he expects to

i receive, 1s as much defrauded as one who

should bargain for a yard of cloth and
receive shiort measure,

But however desirable may be the
invariableness of money, complete uni-
formity of value is an impossibility.
There is no such thing as absolute value,
All deseriptions of measures correspond
with absolute qualities, such as length,
weight, and number, and may be fnvar-

: able. But as value is a relative and not
| an absolute quality, it can have no in-

variable measnre or constant represent-
ative. ‘The value of 21l commodities 1s
continually changing; some miore and
some Jess than others, Their real value
depends upon the quantity of labour
expended upon them; but temporary
vaviations in their exchangeable value
are caused by abundance or S{'urcm. —by
the relations which subsist between supply
and demand. No commodity yet dis-
covered is exempt from the laws which
affeet all others. If precisely the same
quantity of lubour were required for a
long series of years to produce equal
quantities of any commodity, its real
value wonld remain anchanged ; but if it
were at the same time an object of de-

*
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mand amongst men, variations in the
proportion between its supply and the
demand for it would affeet its exchange-
able value, It follows therefore, that to
be an invariable standard, money must
always be produced by the same amount
of labour, and In such quantities as shall
constantly bear the same proportion to
the demand for it,

But even if any description of money
could be invented which possessed these
extraordinary qualities, the value of all
other artteles would still be variable, and
thus its representative character would be
disturbed. At one time, for example, a
riven denomination of money will repre-
sent 2 eertain number of bushels of wheat ;
at another time, the same mouey, un-
changed in real value or in demand, will
represent 2 much greater number. LEvery
application of machinery, every addition
to the skill and experience of mankind
facilitates production, and by saving
labour reduces the real value of com-
modities. Their value is also liable to
temporary depreciation from other causes,
from too abundant a supply, or from an
insufiicient demand. Butif money main-
tain the same value, in relation to itself,
notwithstanding the diminished value of
other articles, its proportionate value is
practically increasing. The consequences
of a growing disproportion between the re-
presentative value of money and the value
of commoditics are these: Ist. a producer
has to give a larger quantity of his goods
than hefore for the same amount of money.
2ndly, Those who are entitled to pay-
ments 11 money, receive the value of a
greater quantity of commeodities than
they would have received if the relative
value of money and of commodities had
not heen disturbed, 1t follows from these
circumstances, that as a general rule, all
ereditors whose debts have been caleu-
lated in money derive advantage from
any inercase 1n its value relatively to
commodities; while debtors derive bene-
fit from any circumstance which raises
the value of commodities, as compared
with that of money: whether it be by
increasing the value of the former, or by
depreciating the value of the latter. To
make these prineiples intelligible the fol-
lowing example may not be superfluouns:

S

Suppose a farmer to hold land undera
lease for twenty-one years at a mouney
rent; and that from any cause the value
of agricultural produce is no longer re-
presented by money in the same manner
as when the arrangemeunt was entered
into with his landlord, but that the value
of money has been relatively increased.
In order to pay his rent, he must now sell
a larger proportion of his produce, even
thongh its production may have cost him
as much as ever. On the other hand, his
landlord receives the same money rent,
but 1s able to purchase more commodities
than before on account of the increased
comparative value of mouey,

Thus far we have thought it convement
to confine ourselves to the abstract quali-
ties and nses of money, and to explain
such general principles only as are in-
troductory to the consideration of parti-
cular kinds of money, and of the modes of
using and regulating them,

In all ages of the world, and in nearly
afl countries, metals seem to have been
used, as it were by common consent, to
serve the purposes of money. It is true,
that other articles have also been used,
and still are used, such as paper in highly
civilized countries, and cowrie shells in
the less civilized parts of Africa; but in
all, some portion of the currency has been
and is composed of metals. We read of
metals amongst the Jews, the Chinese, the
Eeyptians, the Persians, the Greeks, the
RRomans. In the earliest annals of com-
meree they are spoken of as objeets of
value and of exchange: and wherever
commerce is cared on they are still
used as money. But as they were intro-
duced, forthis purpose, in very remote
ttmes, 1t is not probable that they were
selected because their value was supposed
to be less variable than that of other com-
modities. More than two thousand years
ago, indeed, Aristotle saw clearly (but
what did he not sce elearly ?¥) that the

* Many impertant principles of political eco-
nomy, the discovery of which is attributed to
Adam Smith and other modern writers, may be
found in the works of Aristotle, expressed with
wonderful precision and clearness. Mr. M‘Cul-
loch, for example, refers to Locke as the first whe
laid it down that laboenr is the source of values
but the saime principle was affirmed by Aristotle
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prizeipal use of metallic money was that
its valus was less fuctuating than that of
mestotiier substances {Erh:r. Nieommv. 5),
But however elearly this great philoso-
pher may have observed the true charze-
ter of monev, many ages after the cir-
culation of mietals, those who first used
tiiem were men engaged Imcommon
barter, who considered their own conve-
nience and cecunty without reference to
any geicral obieets of public unlity, They
must have nsed metals not as a standard
of value. butas an article of exchange,

which facilitated their barter. All metals
are of great nility and have alwavs heen
sozcht “with eaeeriess for various pur-
poses of use avd ornament: but gold
and silver are especlally objects of desire.
Their comparative searcity, the diffienlry
and labour of precuring them. their ex-
traordinary beauty, their stneular purity,
their adupiation to purpeses of art, of
hixury, and diseluv s theirdurability and
{:-ampqcthe-::: must all have contributed
t0 render them mest sulitahle objects of
exchanze. Thev were easily couveved
from place to place: a small qu'lnnn'
wmdd n‘:t.ﬁn large supplies of otherarti-
cles: thev were certain to find a market:
IIGHE m}ull refuse to uccept zriicles in
nmavinent which thev could immediately
ranser 10 others: and thus gold and
silver paturally became arueles of com-
mercs, readilv exchaneesile for all other

articies, beiore they were eircnlated as
maoney, aird were ::ELLmﬂt‘drrLL as such
111. Lm' and custom.

The trazsinorn of the precions metals
from the condition of mere articles of ex-
chany« amongst many otiers, to that of
a reconnized standard of value by which
the worth of all other articles was esti-
mat-d. wos very pataral.  Merchants
carryving ikeir wares to a distant market

o —
L

1T} Iheme ﬂ*a.n oae part of his w ufk-. and more ze-
cumatriv than Ly Locke ( Etlie, .hluu-v...ﬂ
Amin, he por-elTed. periaps as distinetly 23 any
giher nriter, tileT distinction betwesn pmiuctni
and unpreioctive lalour { Metosh, ixo ~). As
anyther example we wonld r=fer 20 his account
of the orizin of Yarter, 1ts development Into com-
meree, ond the connexion of the latter with the
ws2 of momey (J%L L §). And lestly, anv
eornomist mu<t be s#truck with his ciear percep-
oo uf the relations bemeen a division of ern-
piovments and u..E exchanse of the products
Iabour (L Ha 2).

would soon find it necessary to caleulate
the quantity of gold’ and silver which they
could ubmm, rather than the uncertain
quantities and bulk of other commaodities.
They would not know what articles it
would be prudent to buy until they
reached the market and examined their
quality and prices: buta little experience
would enable them to predict the quan-
tity of cold and silver which would be an
equivalent for their own merchandise,
Merchants, from different parts of the
world, meeting one another in the same
111'1rkLt..:, and finding the convenience of
assessing the value of their goods in gold
and sitver, would be «in to niier them for
certain quantities o ‘those metals, instead
of engaging. more directly, in lmrtermrr
one deseription of goeds for another; and
thus. by the ordinary cowrse of trade,
without any law or hnu‘mﬂr custom, the
precions metals would kecome the mea-
sure of value aud the medium of ex-
change.

But when gold and silver had attained
this position in commeree, they were not
the less objects of barter; nor were they
distinguishable, 1n character, from any
other articles of exchange. They were
weighed, and being of the required fine-
ness, 4 given Welﬁht was known as a de-
nomination of value, but in the same man-
ner only as the value ofa hushel of wheat
may be known.  In the earliest ages gold
and €ilver seem to have been universally
exchanged 1 bars, and valued by weight
and fineness only.  The same custoin ex-
15ts at the present day in China,  There
15 1o silver coinage, “but the smillest
vavmerts, 1f not made in the copper
tchen, are efiveted by exchanging bits of
'-‘-ilv{:r, whose weight 38 ascertained by 2
little ivory h.thuce, on the prineiple of
the steelyard” (Davis's (hina, c. 22.)

Notwithstanding the case with which
goid and silver are divided into the
smatlest portions, each of which is of the
same intrinsic puru) and value as the
others, the trouble of weighing each
piece, and the difficulty of assayving it,
render these metals in bars, or other un-

fashioned forms, extremely mmperfect in-
struments of ﬂchan're ecp{:cmll) wihen
they are used in small quantities,” How-
ever accurately they may be weigheas, it
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requires considerable skill and labour to
assay them, which in small picces would
scarcely be repaid. Even n large quan-
tities the difficulty of assaying their fine-
ness, in countries which liave made con-
siderable advances 1n the arts, is greater
than might be expected. The Chinese
atfect much accuracy in the art of assay-
ing. The stamped ingots of silver in
which their taxes arve paid, are required
to contain ninety-eight partsin a hundred
of pure silver, and two per cent. only of
alloy ; and strict regulations for main-
talning this standard ave rigidly enforced.
Hence we should naturally infer that
the attention of merchants and of all
persous dealing in silver would be par-
ticularly directed to the most accurate
assays. Yet, at Canton, an enormous
trade in opium has, for a long series of
years, been conducted entirely in sysee
silver, which has been found to contuin
so large an admixture of gold that it bears
a premium of five or six per cent. for ex-
portation to I'ngland. (Davis's China, o 22,

If the Chinese have been unable to
discover the presence of gold, which jt
would be their interest to appropriate,
how difficult must it be to detect alloys of
baser metals in gold or silver cirenlated
amonast a people m the ordinary course
of trade, To obviate this difficulty
coinage was introduced, by which por-
tions of gold, silver, copper, and other
metals have heen mmpressed with distine-
tive marks, denoting their character, and
have become current under certain deno-
minations, according to their respective
weight, fineners, and valne.  These coins
have always been issued by the govern-
ment of each country as a gnarautee of
their genuinencss; and the counterfeit-
ing of them has been punished as a serious
oftence against the state.

In rich countries these three metals of
gold, silver, and copper are very con-
venient substances for the manufactuve of
coins, on account of the diierences in
their relative value, Gold comns contam-
ing a Ingh value in small compass, are
convenient for large payments, silver
coins for smaller payments, and copper
coins for those of the lowest value; while
all the larger coins are multiples of the

smaller. These several deseriptions of

e —

coin serve the ordinary purposes of trade
sufficiently well: they are universally re-
ceived as money within the country in
which they circulate, and the prineipal
part of all payments of moderate amount
are made in them. But payments of Jarge
amounts cannot conveniently be made in
coins of any metal ; and in this and other
countries paper money and various forms
of credit have been used as substitutes.
Of these we shall speak presently; but i
will first De necessary to consider the
suitableness of gold and silver coins as
standards of value.

Coins made of these metals are not
exempt from the laws which govern the
prices of other commodities. They have
accordingly varied in their own value, in
successive periods, and are at no time
secure from variation. In the sixteenth
century new mines of extraordinary rich-
ness were opened in America which were
worked with such ease, and were so nn-
usnally productive, that the value of the
precious metals, as representatives of so
much labour expended in their produc-
tion, was Jowered all over Europe to
about a third of their previous value.
And thus a revolution, so to speak, was
effected in the gold and silver coins of
that period, as standards of value., Similar
causes have produced the same effect, at
other times, though not in the same de-
eree; and we canuot be sec.red against
their recurrence.

If the production of gold and silver be
free, like that of other commodities, the
only circumstance which can permanently
diminish their value, 1n relation to them-
selves at different periods, is a reduetion
in the quantity of labour required for
their production. But they are also liable
{o fluctuations in their value by reason of
variatious in the demand for them in par-
ticular countries. Though fashioned into
coins, they retain all their properties as
articles of commerce: they are readily
fused into other forms, and rendered
available for atl purposes of use and orna-
ment; and the occasions of commerce
often withdraw them from one country
and attract them elsewhere. From these
causes their value, nstead of being always
the same, is liable to permanent altera-

tions, and also to ocecasional fluctuation.
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Both gold and silver are alike subyject
to these genernl laws, and are therefore
imperfieet stundards of value, If one be
the standard indt*pendt:udv of the other,
it 15 lable to change 1 itself, and also in
1tz relation to other commodities : if both
be adopted as standards at the same ume,
ithey will
selves, and in relation to other commo-
dites. bu: they will vary also in regard
t0 each other.  And thus azetlier element
of wueeriainty 15 introduced 1uto the
coinzge, which becomes still more Iniper-
fect as a standard.

But 1t 1s pot eustomary for the state to
allow colis to nuetunte In their legal
vaiue zecording to the circumstances
which determiue the market prices of
oold avd silver. Coinage does not merely
authenticate the weight and fineness of a
plece of metal. leaving it to find i own
level in exchauge for other commodities;
but it avaches to it a definite value, bv
fixing the standard price of the metal as
well a5 the weight and fineness of the
coin. The object of this regulation is to
maniam 2 greater equality n the stan-
dard : and as regards smail fluctuations
in the valee of the p“ecmu- meials, 1t will
cencrally have that effect. Bu if any
considerable disproportion should arise
between ihe standard price of bullion and
the market prive. no 511(:}1 regulation ean
prevent a practical change in the stan-
dard. 1If the murkei price should be-
come cousitterably higher than the stan-
dard price. the coivs would le melted
down for the suke of the profit ansing
from 1he differenee,  If 1t should become
considerablv lﬂul'.fl‘ tor any length of
tme, the vilue of the coins, th(;uf'h 1n0-
mircally unchapged. would in fact “be de-
precizted s for they would exchange for a
Jess quantity of other commodities than
they exchznoed for before. And thusa
currezey composed exclusively of metals
cannot be made zn accurate standard of
value by any expedients of law.

We may here remark, however, that 2
scimnorage, or charge i Ly government to
cover the expenses of coinage, actsasa
proweciion, thm certzin limits, against
the melting of colps. because unless - their

value le depreclated by over-issue, the
whole charge will be added

10t onlv ¢ach vary m them- |

value as coins, and will be lost when they
are melted. For this amongst othier rea-
SOIs A selgnorage should alw ays be
charged by the state.

Thf:re is vet another imperfection in
coins, as standurds of value. Notwith-
standing their natural duralality, they are
subject to continual wear, and nmst be
eradually dimimished m weight. They
are alzo exposed to the frandulent expe-
riments of men whose trade it is to rob
them of a portion of their weight by arti-
ficial wear. The value of cons is there-
fore certain to be continnally depreciated
by loss of welght, apart from any other
canses of variation.

From all these cirenmstances 1t is evi-
dent that gold and silver coins have qua-
lities inkterent in them which render them
recessarily imperfeet standards of value,
with whatever care and skill they may
be reculated. But, in addition to these
patural causes of imperfection, others
have been artificially produced by errone-
ous or dishonest political expedients.
There 1s no country perhaps in which the
colrage has never been debused Ly the
government.  Debasement of colus was
formerly 2 common artifice for increasing
the revenue of states. and 1t has been
effected in three diiferent ways:—1, by
diminishing the quantity of mtal, of the
standard fineness, in coins of a given de-
nonunation; 2, by rasing theit nominal
value and ordaining that they ﬂhall pAss
current at a }urrher rate; and, 3, by de-
basing the metal itself—i. e ’m lu ving
the coin of the same weight as hefore, but
redneing the quantity of pure metal ‘and
increasing the quantity of alloy. In all
these ways have the coins of England
been debased at different periods of our
listorv; and to so great an extent were
they debased by successive kings, that
from the Conguest to the reign of
Chueen I:.luaheth the total debasements of
the silver cons have Leen estimated at 65
percent. ( Lord Liverpool OnCoins, p.35.)
By expedmnt: of an opposite chamcter
the standard of coins may be artificially
raised ; and the result of measures con-

nected with the coinage of this country
was, that in a peried of 115 years, from
the 1st James . to the Ist George 1. the

to their | vaiue of gold coins, as compared with
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silver coins, was raised 59 per cent. (Ibid,
p. 84.) No further examples are needed
to prove the inconstancy of coins as a
standard, when they form the sole cur-
rency of a country.

But notwithstanding these Imperfec-
tions, the convenience of gold or silver
coinage, as money, has led to the uni-
versal adoption of oneor the other, or of
both conjointly, as the standard of value,
The objections to a double standard have
already been noticed, but thronghout a
Iong period of the history of this country
we find gold and silver prevailing equally
as standards, There appears to have been
no public comage of gold, at the royal
mints, prior to the 41st Henry 1I1I. The
gold pennies coined at that time were
expressly declared not to be a legal tender,
and never obtained a very general circu-
lation. Silver was then the universal me-
dium of exchange, and the people were
unaceustomed to the use of gold as money :
but as their commerce and riches in-
creased gold naturally beeame more con-
venient for farge payments. The results
of this progress became apparent in the
reign of Edward 111., who established a
general cireulation of gold coins, which,
though partially mtroduced nearly a hun-
dred years before, by Henory I1I., had
not been continued by his successors,
From this titme gold and silver coins ¢ir-
culated together, and were both legal
tenders. To what an extent their relative
value varied at different periods, has
already Dbeen noficed; but they were
equally recogmsed by law as anthorised
standards of value in all payments what-
ever, until the year 1774, when 1t was
declared by statute (14 Geo. III. ¢, 42)
that, n future, stlver coins should not be
a legal tender in payment of any sum ex-
ceeding 23f, execept according to their
value by weight, at the rate of 5s, 24. an
ounce. ‘This was a temporary law, but
was confinued by several statutes until
the year 1816, when the legal tender of
silver coins was further restricted to pay-
ments not excceding forty shillings (56
Geo, I1l. ¢, 68). And thus, as all large
payments were made and calculated in
gold coins, they became the sole standard
of value, so far as coinage alone was the
real medium of exchange,

The expediency of adopting gohl as
the stapdard instead of silver, has been a
question of much doubt and controversy
amongst the highest authorities upon mo-
netary aflairs, It was the opinion of
Locke, of Harrils, and Sir William Petty
(all great authorities) that silver was
the general money of account in England,
and the measure of value in its com-
mereial deabngs with other countries.
Its general adoption for such purposes was
urged as a proof of its superiority as money
over gold; and of this opinion are many
thinkers of high authority at the present
day. On the other hand it has been ar-
rued, that the metal of which the chief
medium of exchange is fabricated, should
have reference to the weaith and com-
meree of the country for which it is in-
tended ; that copper or siiver coins of the
lowest denominations suffice for the con-
venience of a very poor country; butthat
as a country advances int wealth its com-
mercial transactions are more costly and
require coius of corresponding value, As
a matter of convemence this is undoubt-
edly true.  Goldis the standard in Eug-
land ; silver is the standard in France;
and the comparative facility of effecting
large payments in the current coins of the
two countries can admit of little doult.
Habit will familiarize the vse of silver,
and render a people insensible to its in-
convenience; but it is certain that in
England fifty sovereigns can be carried
about in a man’s waistcoat pocket, while
in France the value of that sum in silver
would weigh about 48 1bs. troy: so heavy
aud bulky, indeed, would it be that a car-
riage would be required to convey it from
one part of Paris to another,

But the convenience of coin for a cer-
tain class of payments is a question quite
distinet from that of its fitness for a
standard of value, It is uot necessary to
exclude gold from the coinage because it
s not adopted as the standard ; it may be
circulated as freely as the people desire
to use it, while, instead of beimng the legal
standard, its value may be caleculated in
silver. If silver be the standard, a large
gold coinage may circulate at the same
time for the couvenience of larger pay-
ments, just as silver cireulates for smail

| payments where gold is the standard, In
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either case. however. that metzl which is and wot, Which is the most convenient

citosen by the siate os the lawiul standard
Coverns ol wlenlations and bargains,
while the other metal merely coutorms
{0 1is smud:trﬁ. and 'i:‘ 5111::1&1:11‘}' (1] 'It.
Bat even if e relative convenience of
geld o7 silver as o standard were the sole
guetion. it could rot be determined by
the modvs of efiecting Iarge puymi cuts
onlv. Al pavmnls are calenlated as
s 111 In the coins of one meial as
of anothier, in whatever form they may
b2 acmenliv edected. Dut by far the
arcater numbrer of barmains are made for
articles of small value, It is in silver
and copper that the -cousumption of all
commodizies is mainly paid for. The
wages of the country are paid and ex-
geLd-d in that furm. and in that form
the p"m:-- oI nearly all the ordmary arti-
cles of dailv use ore calenlated. "Tow-
ever the wholesale ha arcains of mer-
chanis mav b conducted, the goods

boucht and sold by them are ultinately J
pared with the quuntity of dlver is as

distribuied 10 the consumers in very
small quanttes, the pr:m::r of which are
etimated mn silver and COpper. The ag-

.1 t0 1a.

gresate "E""‘hl“ of thf: snirall lmr.r::un- uu-t '

Do entml to that of the large mercantife
1}.-1"“111!‘.5 which relate to the internal
trade of the country, aud in frequency
and number they are, bwund all com-
panison. more mpormnt
:ﬂw. that in the vast operations of com-
the bargains, in whatever medinm

-—1‘,

lLu-

th:— may be cﬂculatud are very rarely
. PUrposes.

1& for in any coin whatever, but are
ceu]t.d by various forms of credir; wlile
all minor transactions—ithe bﬁI‘*’L’llﬂn of
dsily life—can be adjusted by morey
pavments only. It is for such purposes,
therefore. tuat the metallic curreney of
a coustry is mainly reeded ; and it may
b2 contended with much forea, that silver
Tepresenis < the valae of commodities more
universallv than gold, and 1s consequently
aiitter ‘*L,.dﬂi‘d

TEke fitness of 2 standard, however,

carnot be determinad solely by consi-
- and without difficulty ; while fifteen times

derations of convenience: for we must
chiedy rezard its intrinsic qualinies asa
permanent measure of vilue. How shall
uniformity of value lie maintained as far
as prattmble 1n the noney of a country ?

is the main question to be determined;

It is certaln, |

form in whieh to make bargains? In
what medium shall the whole property
of the country be valued, from one year
to another? By what standard shall the
relatve value of all things be compared?
How shall fluctuations be restramned in
the value of this standard sclf? These
are the guestions to he answered.

In favour of gold as a standard 1t is

| argufcd that bumr-* less emeucnuh used

for plate and nthur manufictures, it 15 fess
an article of commerce than silver, and is
confined more specifically to the purposes
of money. Qu the other hand, it is con-
tended that gold 1s used in large quan-
tities for jewellery, watclies, and decora-
tive purposes, and that being a compara-
tively scaree mﬂtf:na] its (‘UIFIII’.III}H{}I], 1
this manner, atfects its quantity and valoe
to a arcater extent than the use of piate
afivets the price of silver.® And in this
areument there is much weight, for it is
estimated that the (quantity of =old com-

1 to 50: and their relative value is as
(See DBullion Lqmrt 1810,
Allen’'s Ecidence)) Now it 1s evident
that any variation n the commereial de-

" mand for cold must be more sensibly felt
.’than a :111111111' variation in the demand

|

3

r
1

for silver.,
But it is not sufficient to consider the
demard for the precions metals as articles

- of consumptien only; they are suddenly

songht for in large quantities for other
If the exchunges be nufavour-

- able to a country. its precious metals are

i
|

“in arcater demand for exportation than
its commodities; or if there be a forcign
| war. its metals are In demand for the
pavment of the troops and for the pur-
chase of food and munitions of war.

I Here again gold must feel the demand to

a greater f::s.tf:ut than silver. If mefals
be required for exportation in payment of
goods, gold is sure to be preferred by
. merchants ; it is compaet and portable; a

laroe value ean be exported at a sall cost

a5 mueh silver must be taken to effeet the

—a

* Fur an account of thie consnmption of gold

I and <ilver in various manufactures, see Jacoh * Un

the recious Metals,” chiap. xxvi, vol, ii. p. 270
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same purpose. In war gold is even more |

in request than for the purposes of cont-
meree: its facility of transport is so 1m-
portant that it must be obtained at any
cost, and 1t is consequently drained from
all countrics in which 1t can be found.
Thus not only is gold, from its limited
quantity, more sensibly affected by any
mereased demand than silver; but it is
more peculiarly liable to great and sud-
den drains from any country in which 1t
forms the standard of value,

If it should happen that one country
has a large gold coinage in circulation
in additiou to all the bullion which is
required for the purposes of commerce,
while all the adjacent countries use a
silver currency, and possess very little
more gold than is necessary for its con-
sumption, 1t Is clear that whenever a
large demand for gold arises, it must be
directed to the country in which there is
a gold currency. That country will be
immediately used by all others as a rich
oold mine, whence abundance of metal
without alloy, and assayed ready to their
hands, may at once be grasped, without
digeing in the carth. Nolaws and no
vigtlance can restrain 1ts export: as soon
as it is wanted abroad, it disappears like
water through a sieve. And this has
been the case with England, Iivery
other country in Furope has a silver stan-
dard; and whenever gold is wanted, her
coinage supplies it.  ‘I'he extent to which
gold is exported when the foreign ex-
changes are unfavourable may be esti-
mated from the returns of bullion re-
tained by the Bank at different periods.
On the 28th February, 1824, the Bank
had in its coffers 13,810,060L in bullion;
at the same period, in 1825, it had
8,779,100/.; on the 31st August in that
year its treasure was reduced to
3,634,324(.; and on the 28th February,
1826, to 2,459,510L, Again in Marcl,
1836, the bullion amounted to 8,003,400/,
but was reduced by the following Feb-
ruary to 3,938,750, A similar exhaus-
tion of treasure was exhibited in 1838-9.
In December, 1838, the Bank possessed
9,686,000l of bullion; and in August,
16839, no more than 2,444,000,

These are undoubtedly very strong ob-
jections to a gold standard, and in order
YOiL. 1l

to test them thoroughly it would be satis-
factory to compare the actual prices of
eold and silver, and estimate their rela-
tive variations. Dut such comparisons
are extremely delusive, for there is no
common standard by which to compare
the price of each metal, If silver be
purchased with gold, how shall we deter-
mine in which there has heen variation ?
Or if gold and silver be both purchased
alike with bank notes, there is a standard
wanting ; for the notes are made to con-
form to the value of the gold, and not to
the value of the silver. These elements
of uncertainty make all returns fallacious:
but if reliance could be placed upon then,
the fluctuations In the price of silver
bullion would appear to be very slightly
greater than those of gold (see Bunk
Charter Report, 1832, Sess. Paper, No.
722, App. p. 98; Buanks of Issue Report,
1841, No, 410, App. p. 316). These results
do not corroborate the objections to a gold
standard ; but it must be recollected that
independently of fluctuations in the prices
of bullion, a diminution in the quantity
of money circulating in a country raises
the value of the remainder, and disturbs
its relation to the prices of other commo-
dities. It is in this form that the effects
of an abstraction of gold must be felt
rather than In the price of bullion; and
though its influence upon prices is very
injurious, the cause is not always percep-
tible, If a country had a circulation com-
posed exclusively of gold, it might some-
times be deprived of all its money; if of
zold and silver coujointly, it might some-
times be deprived of all its gold; but no
country could be deprived of all, or nearly
all, its silver by the operations of com-
merce. ¥hen paper money is added to
gold and silver coius as part of the cir-
culation, a country can always command
a sufficlent quantity of money: but the
drain of its metals bhas an important in-
fluence upon the value of its circolating
medium, and upon the operations of com-
merce; but of these matters more will be
said hereafter.

The principal imperfections of the
precions metals as standards of value
have now been adverted to, Both of them

are less liable to variations than any other

known commodity which could be, used
2 A



MONEY.

[ 354 ]

MONEY.

for the purposes of money: but of the
two, silver would appezar to be, upon the
whole, the most snitable fora ;-t..nd.ml of
valoe,

But whatever meial mav be chiefiy
used as money, there is a disadvantage
attending the circulation of coins which
remains to be noficed. To mnamntain 2
Iarge circalztion of them is the most ex-
pensive mode of fornishing a people with
a2 medium of exchange. In the first place
the whole value of the metals of which
they are com 1s subiracted from the
prodactive eapital of the courtry, in order
to facilitate the exchange of other com-
modities. Unless this expense be abso-
Intelv necessary. 1t 1S an unwise extrava-

ganee. It is asif children should pl:u' at
C‘-"‘.-I'da with cold eounters instead of ivory
fish. Secondly, ihe wear and abrasion of
coins makes 1t necessary to supply their
deficiency with more of these coztly
metals, 1n addition to the amount a]readv
coined. Thirdly, not only are coins di-
minished in welghi, but great numbers
are irrerrievalay lost and dt:-:rrm ed,
Thev are bauried ip the earth by misers,
and never found again; they are lost in
the sea; thev are wn_,ted bv fire; thev
are droppﬂd in the rouds, and trampled
under foot with the dust and Stoues.
Every accident of tiis Kind diminishes
the wealth of the country, and wastes the

products of its labour. Some cheaper
Llﬂd of money therefore should, as far as
passible, be used as a snbsatute for gold
and silver;—avd such a substitute has been
found in paper.

Not only 15 paper more’ economical
than gold and silver, bat it is more cop-
vement than elther for effeciing large
navments, or for transmitting sums of
monev to a distane=. In this respect it
excels cold more than goll exeels silver.
A milfion of money ma v be p:ud In
trank notes 2s :.15111 as ten soverelons,
and transmnited to 2 distance even more
easily.

But notwithstanding these adranta"r:a, !
paper mav be deemed an rmperfect in-

sirmment of exchange, because it is sub- |
ject to foreery. It shares this defuct,
bowever, with other kinds of money.
Gold and silver coins are connterfeited in

Laser metais; paper-money 15 imitated

by the forger. But the more exquisite
the art with “hwh a coin 1s ﬂruck, th-::
more difficult is it to counterfeit its 1m-
pression; and, In the same manner, the
more elaborate the design of a promissory
note, the greater will Te the obstacles o
fﬂI‘“EI‘j No precauntions, perhaps, can
altﬂnt..ﬂl{ﬂ" pPrcy ent a “plll'lﬂll’:: ll’ﬂ“"ltlﬂll of
valuable articles; but the possibility of
forgery can ouly he objected to the use of
paper-monev in the same manner as the
danger of buying paste ornaments may
be urrred ﬂ"ulHEt the wearing of dia-
monds.

Paper is thus as well suited as any
ﬂther material for the purposes of a cur-
rency ; but its character 1s essentially dif-
ferent from that of other deseriptions of
monev.  Its cheapness, which rendurs s
use ecomomieal, prevents it from being
exchanged as an absolute enuivalent iur
other cmumt}dltmq Gold and silver
have a value of their own, distinet from
their value as money ; but, except In its
monetary chamcter, paper s mearly
worthless. To be aceepted, therefore, In
exchange for commodittes, paper must
repre-ent some value besides 1ts own.

In considering what that value may be,
it will be convenient to deseribe the “cha-
racter and funetions of a promissory note.
The state, a bank, or some person of
known wealth, instead of paying a sum
of monev in the ordinary cons of the
conutry, issues 4 note promising to pay
that sum, on demand, to any person who
shall present 1t for pay ment,  This is
the form of promissory unotes which cir-
culate as money: but there are also pro-
missory notes, payable at some particular
period, which, for reasons which will be
presently explaiued, do not form part of
2 monetary circulation. Now, in the
ordinary transactions of Jife, no one will
promise to pay a sum of money without
receiving or expecting to rec ceive an uqm-
valent for it, and such equivalent, what-
ever it may be, is the value represented
by the note. Suppose that A in London
owes B at Edinburgh a thousand pounds,
and that he has a thousand sovereigns to
discharge his debt. Instead of trans-
mitting the gold to Edinburgh, A takes
it to the bank and exclhn"us it for a
promissory note of that amount, which is

L)
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accepted by BB in payment of his debt.
In this case it 1s clear that the note re-
presents a thousand sovereigns; and any
person in whose possession it may be can
obtain them from the bank. Suppose
again that C applies to D for a lnan of
10004, for the repayment of which he is
able to offer security in the shape of
aoods or property ; and that D, instead of
advancing that sum in money, gives him
his promissory note for 1000{. payable on
demand, In that case, the promissory
note, if issued by a solvent person, would
be equally payable in coined money, but
it would represent the security upon
which it was given. The issuer of the
note will sufter if that seeurity be insuf-
ficient, for he has pledged his own pro-
perty agamst 1t; but the interest which
e expeets to receive is a compensation
for the risk he incurs in realizing, as it
were, the property of another. A pro-
missory note, it scems, may therefore re-
present either coined money or capital in
any other form. But here an important
question arises which affects the entire
character of paper-money. Why do per-
sons accept promissory notes instead of
gold and silver? Why are they satisfied
with the representative of value instead
of receiving the value itself? Ior the
explanation of this point it will be neces-
sary to divide promjssory notes into two
kinds, viz.: 1, those issued by the state,

r by a state bank; aud 2, thiose issued
ﬁy bankers, or other persons unconnected
with the state,

1. Promissory notes issued by the state
or by a state bank are under the pro-
tection of the law, and are made a legal
tender. When once in circulation they
discharge debts as completely as the cur-
rent com ; they may not be refused m
payment, although if from any cause their
value be depreciated, they may be taken
i exchange for a less sum than they
profess to represent. Such notes are
therefore money, to all intents and pur-

poses, just as if they were composed of

gold and silver. Their value is liable to
fluctnation, according to the regulations
under which they are issued: but they
are Jawful money, coined by the state in
paper, ipstead of in the precious metals.

the country in which it 15 issued; but it
differs from gold and silver, inasmuch as
1t cannot serve the purposes of an inter-
national emrrency. Gold and silver are
curreni all over the world, and their value
is everywhere understood; but paper-
mouey 1s necessarily confined to the pur-
poses of internal circulation,

2. Promissory notes issued by bankers
or other persons unconnceted with the
state, not being a legal tender, may be ve-
fused in payment of any debt. They can
only be circulated, therefore, with the
entire concurrence of those who receive
them. It is by means of banking ac-
commodatious, however, that they usually
et first into circulation, A person who
wishes to borrow money is not very par-
ticular concerning the form in which he
ohtains it, and he willingly accepts a note,
if it Le offered Iim instead of gold. He
probably owes money to another to whomni
he, 1 his turn, offers the note as payment.
This third party will readily accept it, for
liec wishes to secure the payment of the
debt, and if he distrust the value of the
uote, he may immediately call upon the
party who issued 1, for gold. When the
credit and solveney of a bank are well
known in any neighbourhood, its notes
pass from hand to hand without any dis-
trust, but they rarely circulate beyond
the adjacent district, Within its own
district they are received as money, as
readily as a state bank-note is received all
over the country ; bevond its distriet they
are sure to be returned for gold, just as a
Bank of England note would be returned
from Lussia, A bank of issue is also a
bank of deposit, and the people amongst
whom iis notes are cirenlated pay them
into the bank whenee they issued, and
receive credit for them—uot as notes only,
but as current money : and when they
draw again upon their deposits, they may
receive the amount in gold and silver orin
state bank-notes.  In this manner the dis-
tinction between local notes and other
descriptions of mouey is gradually lost
sight of; they arve readily convertible:
they are universally civculated : habit
fumiliarises the use of them; and at
length, without the sanction or protection
of any law, they becorme money : usage,

Such money will be current throughout | and not the state, has coined them. Still

24a2
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“ny one may refuse to receive them, and | is the operation of this prmmple that pro-

the exient of their eirenlation de peods

missory notes, which are a lesal tender,

upon the credit of the 1ssuer. LLta\Tln‘:- { mav ¢ven be raised above the value of

per b2 heard against his solvency, and in
2 sinele dav 21l his notes may be returned

to him for immediate panueut 1n the cur-
rency of the stute.

The circnmstunces which occasion 2
large eirculation of both these kinds of
P2per-mosey 10 a couniry, are the Con-
venience of such a circnladion and the
difficulry of obtaining 2 sufiicieat colnage
for effecting the varicus purposes for
wiich mouey is msed. The demand for
money is continually increasing in pro-
portion to the merease of commodities in
quenidiy and valee: and in a rapidly im-
prat'mfr country to coinage ¢an keep pace
with soch an increase. When paper-
money is 1ssued it docs not supersede
pold and silver. but is used coneurrently
with them. Its denominations of value
are the same as those of the coins: and if
1t be a properly regulated carrency, its
value will also be preciselv the same as
that of the coins of a like denomiraton.
A handred pound note should be of pre-
cisely the same velue as z hundred sove- j
reizus. But how is diis equality of value
to be mainwined between two deserd ‘TIPLIODS
of moneyv difiering so materially in cha-
racter?  Gold and silver, as already ex-
plained, have a known value asarticles of §

commerce, and their rezl value depends

ff{ﬂd though inconvertible Into specie,
if their amount be sufficiently limited.
This resnit was actually produced, after
the suspension of specie payments in
1747 : when, so far from being depre-
ctated i value, bank-potes borea premium
over gold. uuttil they were 1ssned n excess
and foll toa discount. It is evident, there-
fore, that the value of paper-money 1s
indepcudent of convertibility., If con-
vertible, but 1ssued In excess, its value
will be depreciated ; if inconvertible,
but limited 1n amount, its value will be
sustained. And further, if government
paper and loeal notes Lie concurrently in
circulation. and if either be jssued In
excess, the value of both will be depre-
ciated, because the aggregate quantity
of paper-money will be inereased beyond
the demand for it.

The mode of regulating the issue of

| paper-money £o as to sustain its value and
) to prevent it from fluctuation, is one of

thoze difiicult problems which bave per-
pleud theorists and statesmen, and still
remain to be completely elucidated by
experience; butthe prmclplts upon which
any sound system of paper-currency must

: be founded are now agreed upon by the

best authorities.
Let it be supposed that no paper-money

upon the quanuty of lzbour required :is in circulation but government notes,

for fheir proluction.
unchanged for many yesrs, thelr ex-
changeable value may sgll be liable to
Fuctuation by reason of varving propor-
tions berween supply and demand.  The
supply of them may b2 the same with an
mereased demand: or the demand may
remain the same and the supply be either
increased or diminished. But paper has
scarcely any real value when used as
mozey ; the labonr expended upon it
compared with its denomination of value
is merely nominal: and its value, sup-
p0-1urr 1ts credit to be good, must there-
fore depend entirely upon the proportion
which the quantity issued bears to the
requirements of commerce. If less be
issued than there 15 a demand for, its
vala2 will nise; if 1t be Issued In exeess,
its valee will be depreciated. So strong

If tlis continue | juconvertible into specie, and that it is

the desire of government to maintain
them at the same value as the gold and
silver coinage. By what prmmph, conld

the issue be regulated so as to efiect this
object? - Gold and silver maintain a rea-

sonable steadiness of price, as they are
possessed of a real value, and being
demand all over the world, are distri-

| buted In quantities proportioned to the

wants of each country. Without any stan-

dard price being fixed by the state, thar
value m]l therefore, be celf- rEgulated

{ but paper-money, not being possessed of

any real value, has no element of stability
in itself, and unless its issue be adjusted
with the utmost nicety, 1ts value will be
copstantly fluctuating, As the object to
be secored is an equality of value be-

 tween the precious metals and paper-
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money, and as the former have an ele-
ment of stability which 1s wanting in the
latter, 1t is clear that paper-money must
be made, in some manner, to conform to
the value of the precious metals, Now
this can only be accomplished by making
paper-money convertible into gold ov
silver, whenever its holders demand such
a conversion. To regulate the 1ssues of
inconvertible paper is like filling a vessel
with water, in the dark, and without a
measure : it is by the overflow only, that
the vessel 15 known to be full; whilea
convertible paper, under proper regula-
tion, adjusts itself to the standard of the
nrectous metals,

If convertibility be desirable when
there 1s no other paper in circalation but
that issued by government, it is Indis-
penszble when promissory notes are per-
mitted to be issued by other parties; for,
in that case, it is necessary to guard
against an excessive issue of hoth deserip-
tions of paper; and when government
paper is convertible, other issues of paper
will in some degree conform to 1ts stand-
ard, as it, in 1ts turn, conforms to that of
the precious metals.

The manner in which convertibility
restrains the over-issue of notes may be
thus explamed. If too much money be
in cirenlation, its value 1s depressed, and
the prices of commodities refatively raised.
It thus hecomes more profitable to export
mouey than commodities in payment of
the price of imperts; hut paper-money
not being current abroad, gold or silver
is taken, and whenever this occurs, the
exchanges are said to be unfavonrable. If
a state bank issuing notes be required to
give gold or silver in exchange for them,
1t must be constantly possessed of a large
store of the standard metal.  If 1t be the
sole or chief baik of 1ssue, it will be the
principal depository of Dbullion in the
country ; and thus any drain caused by
unfavourable exchanges will be first and
chiefly felt by it.  Persons wishing to
export hullion will demand 1t of the bank
in exchange for notes. In this way the
hank is apprised of the state of the
foreign exchanges, and learns that money
15 too abundant; while it has the power
of immediately contracting its ¢irculation
by means of this very demand for bullion.

It has merely to lock up those notes
which 1t has received back in exchange
for bullion, and every exportation of its
bullion eficets a proportionate contraction
of the enency and restores the ex-
changes to a healthy state, by adjusting
the quantity of money to the requirements
of commerce. This is a simple mode of
regulating the circulation of a country,
and if all the paper-money were issued by
one hody only, it could not fail to be effec-
tuat. So far as the prineiple has been tested
it Iingland it has been successful ; but its
operation has been interfered with by the
competing 1ssues of many independent
banks, and by the admixture of banking
business with the issue of notes, in the
bank itself. Both these causes of dis-
turbance have Dbeen partially provided
against by the recent Bank Charter Act
(7 & 8 Viet. s. 32), and the experience
of a few years will show if there be any
imperefetion in the principle, that the
paper-circulation of the country must be
regnlated by the foreign exchanges.

Any further reference to the particular
laws and practice by which the circula-
tion of this country is regulated, 1n con-
nection with a complicated system of
banking, will be unnecessary for the ex-
planation of principles, and these matters
have already been treated under another
head. [Baxk.] But we cannot quit the
subject of convertibility without advert-
ing to a pomt of great Importance. In
order to regulate the issues of paper with
reference to the exchanges, it 15 by no
means necessary that gold or silver coins
should be given by the issuing body in
exchange for its own notes. Uncoined
tullion would serve the purpose equally
well, and would oceasion a considerable
cconomy in the coinage. It would be
sufhicient, therefore, to require the bauk,
or other issuing body, to give bullion n
exchange for its notes, at the standard
price, whenever a certain amount should
be demanded. There ean be no object
in giving facilities to every person who
possesses a Hl. note, to exchange it for
eold, and much mischief is caused by
such facilities, in times of panie; while,
on the other hand, no 1mpediment would
be offered to the great operations of com-
meree by raising the minimum quantity
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of builion to be demanded. By this
armngemem whenever notes fell below the

vzine of bullien, thev would be brought
in exchange for 1t “mntil the prices T of
both were again equalized; and if hy any
undue limitation of issue, the value of
notes should be raized above that of bul-
I:on. the bank should be obliced to rive
1ts noies In exchange for bullien. Inthis
manpner the cireniation would be enlarged
ard the f.‘quilihrium between cold and
paper restored. This exeellent svstem was
proposed by the late Mr. Rieardo in his
zbl- pamphlet entitled - Pmpma‘s for an
Feonomieal and Safe Curreney,” and was
cariel] 1nto edect, for a short period. on
thz reswmption of eash-pavments, in 1819,
bt was sueeeeded by the present plan of
ccoveriibility into gold coin, which is
more costly and less secure in its opera-
tion.

In regard 1o the issue of paper-money
there are two antagonist theories, which
remnain to be notiead. althouch 1t will be
impossible to enter fully into the argu-
MEns Inr which each is supported, Ih
one it 1s proposed that all paper-monev
should. like gold aud silver, be cotned
by the state alome, in order that its issue
may Le properly resulated : ml 1ts con-
verubility secured. Byr the other it is
maintair=d that the 1ssue of paper-money
should be open to all persons withour
restriction, like the dl‘ﬂ'ﬁ mg of bills of
exenange, except In so far as securities
may be necessary jor the solvency of the
1ssaers.  In this country neither of these
prineiples hos been adopted singly, but
ﬂ.t‘: circulation has been founded nvon
the union of them both. It has, l.mruvr
heen the policy of the goveramert gra-
dually to contract the issues of private
Lanl-a‘s, and to replace them by the noies
of the Bank of LEneland, whiek, for the
pposes of issue, now stands in the posi-
tion of the government itself,

In cr.;ldenng the relative merits of o
svstem of government issues ard of free
[HHlUthLGI] JBI0UE 158

mllir— —=

sulng bodies, there I

are three main questions to ' be considered }

—Ist. the profits arising from the issue |
of wotes: 2hdly, the ‘i{ﬂTLIlC‘L’ of the ;
1ssuers: Srdiv, T m;mmblhtv of the
UK aud the serurities agamst over-

-"'M-.l-

ue.  If the two frst qu&tlﬂﬂs WETC |

-
the sole consideration, it would be diffi-
cult to oppose the clayms of those who
1usist upon the right of free issue.

1. The profits arising from the cmeula-
tionof paper may be regmarded as one of the
many forms in which profits are realized
by trade. It istrue that the right of issuing
money has ordmarily been Ll..umed as a
roval prerogative, and that promissory
notes might be inclnded in that category.,
If such a claim had been made on the
first introduction of paper-money. 1t could,
undoubtedly, have heen supported b}
the analogy which puper-moucy bears to
a coinage ; and if the luw had pronouneed
in favour of the claum, a lucrative prero-
gative would have heen created, illSTt:ilLl
of a profitable branch of bauking. But

no such claim was advanced: the i issue of
uotes has always been distiet from the
coinage of monev; and the state is now
no more cntitled to the profits arising
from a paper-cireulation. than to the pro-
fits of any other deseription of business,

2. The solvency of the issuers of pro-
missory notes 15 a watter which can be
provided for by law. There ave few who
will question the nee cessify 01 somle Secil-
rity, when money is pernuttfsd to be issued
by private partics. It is, indeed, con-
tended by some that a promissory note is
like a Wil of exehange—that 1t vepresents
capital and seeurities, and that, in its
renresentative charaeter, it 1S circulated
mstead of money, upon the eredit of the
issuer, and wpon the responsibility of those
who aceept 1t But there is an essential
dirieronce between a promissory note and
a bill of exchange. The one is money
and discharges a debt; the other leaves a
debt outstanding antil the bill becomes
duce and 1s paul Again, 2 note passes
from hand to hand upon thie sole credit of
the issuer; a il of exehange passes not
ouly upon the credit of the ﬂECL'[}tﬂl‘ but
al-uu upon the credit and re-pun51bllm

£ each endorser. A hill 15 circulated
ammlgﬁt merchants preeisely as eredit 1s
given to persons of known solveney; but
4 promissory note, whutever may be the
solveney of its issuer. i reecived at ail,
s received as money, and 15 a final dis-
charge of a debt. It is obviously just,
thert*fure, that when the state ernms SO
important a privilege to be exercised os
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that of the issue of money, 1t should at
the same tune provide seeurities against
its abuse.  Such securities cannot be en-
forced without interfering, in some mea-
sur¢, with an unrestrieted freedom of
issue, hut they are essential to the public
safety, and should on no account be ne-
alected. !

3. But the solvency of the issuers of
notes concerns those parties only, who
may happen to hold the notes of a parti-
cular bank: it does not affect the whole
country, If abank fail,its ereditors sufter
like the creditors of any other bankrupt
firm; but the genevul business of the
country 1s not disturbed by its failure.
On the other hand, however, the regula-
tion of its issues hasan influence upon the
entire trade of the country. However
cffectual may be the securities against the
- insolvency of private banks—however
complete the protection of the 1ndividual
holders of their notes—the public 1nter-
ests are still in need of protection against
the consequences of an il-regulated cur-
rency. The securities against insolvency
and the securities against over-issue are
entirely distiuet: the former may be com-
plete; the latter may, at the same time, be
inoperative. The mode of sustaining the
value of paper-money on a par with the
precious metals has already been  ex-
nlained. 1t is only by means of converti-
Inht}, and by a reference to the foreign
exchanges, that the issues of paper can
he :Hi.]“qtﬂd to the wants of the country;
and this prineiple is incompatible with
an unrestricted issue of paper ly private
banks.

If no control be exercised by govern-
ment or by some central body, over the
1ssues of private banks, notes w 1ll be ciy-
enlatul not aceording to any fixed prin-
ciple, nor with reference to the ex-
lenrren, but to promote the business of
1'1111\111" If too many should be in cir-
culutiun, the action of the foreign ex-
changes cannot be hrought to heat upon
many independent banks with suficient
force amd distinetness, and the converti-
hility of all the paper-money in the
country is consequently endangered, This
15 the danger which is sought to be averted
by restrictions upon the issues of private

banks, and by the gradwval substitution of |

il

the notes of one issuing body for those of
many. No interference with the business
of banking would be justifiable, except for
the protection of the public interests; but
the evils arising from the suspension of
specie pay ments are so great, that every
practicable precaution must be taken
avert 1t. It deranges all cnmmercial
transactions, it injures public credit, dis-
turbs prices, and suddenly withdraws the
standard of value by which all existing
obligations and all future bargains ave to
be ndjusted. When notes are issued by
one body only, & limitation of its issues,
as alrcady noticed, may sustain their
value; l}ut when many independent bodies
are issuing notes, during a period of in-
convertibility, thereis no prmc:ple atwork
to regulate or to Iimit their issues, and
it is almost certain that their notes will
not only be greatly depreciated, but also
will be liable to constant fluctuations of
value,

T'here are some politieal reasoners who
have ascribed every commereial convul-
sion {0 an 1ll-regulated currency; while
others deny its intluence upon prices and
upon the general” arrangements of com-
merce. 'The opinions of both these par-
ties are probably extreme, and their facts
somewhat exaggerated; but the tem-
perate view taken by Mr. S. Jones Loyd
may be adopted with less hesitation. Ile
savs, “ The curreney, 1 which all trans-
actions are adjusted, s the same refer-
ence to the healthy state of trade, which
the atmosphere in which we alt live has
to the physical constitution of cur bodies:
irregularities and disorders may arise
from a variety of causes, but the duration
and virulence of them will materially
depend upon the pure, healthy, and well-
regulated condition of the medium in
whieh they exist. A well-manage.: eny-
rency caunot prevent the occurrence of
periods of excitement and over-trading,
nor of their necessary consequences—
commercial pressure and distress; but 1t
may tend very powerfully to diminish the
frequency of their return, to restrain the
snddenness of their outbreak, and to hmit
the extent of their mischief,” ( Remarls
en the Management of the Circulation,
1846.)

As yet such promissory notes only have
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been spoien of as are payable on de- § by meuns of bills may be set off against the

‘11:1...[1" hut a few remarks mayv be added
concerning prousssory notes and bills of
::x-"h:m e pavable at some period more or
less distant. These are regarded by some
15 yeper-money, and are said to form part
of the genzral circulation ; but the essen-
al distinetion between them and paper-
money has been more thon onee noticed
above. Thev do not discharze obliga-
tions. but are merely written engagements
to discharge them at a future period:
thevare one ﬂf the many forms of credit,
apd 25 soch are vsed ps substitutes for
manev: bui thev cannot be considered a
jart of the national currency.  When
transferred from one hand to another they
do not pass as moner, but as the trapsfer
of a debt, of which the payment is guaran-
twd by each endorser in succession,
1t 1s tree that they are among the most
«{fcient ageuts for ecouomising the pse
of monev, and that ther leave the ecireu-
lasing medizm more free fur other pur-
j0:-5, In which pavments are made in
uiiss or specle. If this were not the
¢z<+ e cirenlation cf notes must be
2unoxt indefinitely increased in order to
m>2et the various demands of commerce
but ihis eConomy 1o the nse Oof money
makes a comparatively small circulatdon
suffictent, 1t 1s this circulation, however,
of which the rclauve scarcity or abun-
dance afiects the prices of commodities
apd ine foreimn exchanges. The final
setdem=-ut of a bill of exchange must be
adjosted in the current money of the
counity. [f money be dear, the aceepior
excharges more goods for it in order to
meet the bill when 1 becomes due; if
monev be relatively cheap, he mases a
batter bargain; but the hill of exciiange
itself is no more money than the R
which had been origipally purchased
with 1. Everv bill of EEC}IHIH’L when
first drawn and accepted, and =un-u-
quent! ity endorsed, r:.pre-enta, at each
transfer, a distinet commercial transaction,
of which the Lill 15 the 1mmediate resnit.
The number aed amonnt of bills of ex-
caange in circulation ecannot. therefore,
Uz 2dded to the curreney in order to com-
pare the sgeregate circalation with the
afCTegate amount of commoedities: for
these commodides which are exchanged

value of other commodities represented
by the bills, while the notes and specie
taken turrethf:r may be compared with the
averecate of other fransactions, added to
the Lalances of accounts arising out of
the final settlement of bills of exchange.
It is undeniable that bills of exchange
perform many of the functions of money,
and they are regarded as a part of the
circulation by some high authorities in
monetary matters ; but it appears to us
that the balance of reason and of autho-
rity inclines to the other side and assigns
to bilis of exchange a distinct p]acn as
substitutes for currency instead of in-
cluding them as part of the currency itself.

(See the Evidence upon this point before
the Committee on Banks of Issue, 1840,)
A similar question arises in reference
to the monetary character to be assigned
to banking deposits: are they currency
or rot? The transfer of deposits pays
debts and purchases commodities ; 1t per-
forms the funetions of money. aud so far
would seem to be a part of the currency
and to have an influence upon prices and
upon the foreien exchanges. But it can-
not be contended that the whole of the
depnsns are currenucy, for a large portion
of them isinvested by the banktﬁ and
if everv depositer were to eail fnr his
deposits at once, they could not be paid,
Nor can the uninvested portion be pro-
perlv called money; it isa form of credit
which, like bills of l:‘..f:lldl]"t’: cconomises
the use of monev and is a substitnte for
it, but is not the thing itself. 1t Lears so
clos: a resemblanes to currency that to
assian to 1t a distinet charaeter 1s a mat-
ter of some difficulty; but still we are
disposed to class all port1011=: of banking
depesits which are not actually held hy
the bankers in notes and specic, m the
same category with bills of exchange,
book-debts, and transfers in account. All
these are modes of facilitating the ex-
change of commoditics by a refined
species of barter, withont the intervention
of any circalating medinm,  Fach trans-
action 1s valued in the current medinm
of exchange, and final settlements of
accounts are adjusted in monev; but the
esttmated valuc nf the transaction itself
cannot be reckened as a part of the eur-
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culation, for if it were, then commodities

themselves would be money.
An ordinary case of barter would seem
to offer a good illustration of the functions

of all forms of eredit as substitutes for
money. Suppose a merchant, A, to have
indigo to the value of 1000/ to sell, and
that he wishes to purchuse cotton of the
same value, which B is willing to give in
exchange for the indigo. The transfer is
made at once between them: the trans-

action is complete without the passing of |

a shilling, for the indigo performs the
funetions of money. But can the mdigo
on that account be reckoned as a part of
the circulating medium ?  Suppose again,
that these merchants. at the tune of the
transfer, each drew a bill for 1000/ upon
the other at three months, which each
accepted,  These hills would represent
the value of the indigo and of the cotton;
but no more money would pass between
them until these ills became duoe, than if
no part of their bargain had been com-
mitted to paper. When the bills became
due, each would he indebted to the other
to the same amount, and might write off
one debt against the other; or cach night
transfer a portion of his bank-deposits to
the other.  In the case first supposed, no
money would pass, but one commodity
would be taken as an equivalent for the
other. In the second case the eredit of
each party would be accepted as an equi-
valent for the goods without the inter-
vention of a money payment: and this
credit would afterwards be exchanged for
another form of eredit,—a lank-deposit,
In neither case, as it would seem, does the
transaetion involve the nse of any portion
of the cireniating medinm, nor call any
new deseription of currency into existence,

It is of the utmost mportance to form

tween vartous forms of ereditand the cir-
culating mediunt of a country ; forif they
be confounded one with another, all the
establishad theories of currency are put
to confuston. All hopes of regulating
and controlling the cireulation must be
abandoned, for its variety and magmtude
would be such as to defy the operations

of the government, or of a bank, by

means of paper 1ssues, which would
form only oue insignificant portion of the

ageregate currency; and free trade in
banking and free trade in the issue of
notes must be recognised as the only
reasonable principle for supplying com-
merce with a cireulating medium.

We have now adverted to the main
principles involved in the consideration of
the character and functions of money.
In treating of a subject which has been
so fruaitful of controversy, we have been
obliged to touch lightly upon many points
which to deep students of the “ currency
question” may seem to have deserved
more consideration. To examine them
fully would add volumes to the many
which have already been published wpon
that subject; and frequent allusions to the
opintous of others, however deserving of
attention, would give a controversial‘cha-
racter to an inquiry after trath, We have
endeavoured to state, as concisely as we
could, the opinions we have formed, to-
gether with the grounds upon which we
have formed them ; and those who agree
with us will think us right, while they
who differ from us will pronnunce us
wrong, Upon currency questions unani-
mity is nowhere to be found; bat the
more mien seek after trauth in preference
to quarrelling with one another, the more
certainly will truth be found at last,

(Harris, ssay on Money and Coins ;
Locke, Considerations on  Raising the
Value of Money ; Siv W, Petty, Political
Anatomy of Irelund ; Hume, Essay 111.
(Of Money) ; Lord Liverpool, On Coins ;
Adam Smith, Vealth of Nations, vol. 1v.
and Note Dby M‘Culloch; Rieardo,
Principles of Political Economy, €. 27
Proposals for a Safe and Economical Cur-
rency, 18146 Jacob, Historical Enguiry
indo the Production and Consumption of

' the Precions Metals ; TheGemini Letters,

a elear opinion as to the distinetion be-  Svo., 1844 Observationson the System of

Metallic Currency tn this Country, by

E W. Hampson Morrison; Remarks on the
| Management of the Circulation in 1839,

By Samuel Jones Loyd, 1840; Reply
Thereto, by J. I, Smith, President of the

- Manchester Chamber of Commerce ; Ob-

servations on the Standard of Value, by
W. Debonaire Haggard, 1840; Reflections
on the recent Pressure of the Money Mar-
ket, by D. Salomons, 1840; Answers fo
Questions ¢ What Constitutes Currency ¢
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&, by H. C. Carer, 1840: Report of the
Manchester Clamber of Cennnerce, Dec,
12th, 1839: A Letter to Thomas Tooke,
Fx;, by Col. Torrens, 1840 ;3 Oa the
(‘areesof the Pressure of the Umrr y ar-
let, by I W Gilbart, 18402 The Credit
b,’wffﬂ" T ﬁmrcc. Great Brituin, and
the T pited States. by H. . Carev. 1838 ;
Hlenarks on the Erpe:frrur, of ﬂfnfnctmu
f e fesne I'f Ijrl"rfﬂlu-.ﬂrf .‘Ifuﬂl {na S”H?fﬂ
Jecorz '::I:» A by 8ir W Clay, Bart.. ML P,

. 1 Treatise vit (nrmfcr; and Lank-
v C. Namaet, 1839 0 Bullion Report
i

1354
z'
& 12 Reports ar Lards and Conmons,
1‘51. s Cu the Lesum plion of Cash Pay-
irnl f:‘ vris ofl f.'.f: Circulation r:f
wles :rmrr sl in Seotland and Ireland,
1‘*'30-.. - Baunk Clarter Report, 1832
Reports en Acricvliural Distress, 1833
and 1304: }.qu-rf.:- e Panks of Issue,
i2:0 and 184Y : [)hates on e Llesump-
Liviz of Cash Purrmffrh 1819 and on the
Bauk Crarter flfrﬁrﬂf Bills, 1832 and
1841: Tooke, Fitstory of Prices.)
MONARCHY. from the Greek vovap-
'5-:_....... a ward oo HIpoun ded of U.GJ.HS‘-. ‘alone.
ard the element asy.z.  govern.” znd sig-
niiving the - government of a single per-
«Gﬂ,’ ThE‘ v‘urd muunn,fj 18 Propesiy
zpplied 10 the government of a political
COMMUNIY In wmch ORE PeTson eXerclIses
the sovereigm powe *TQOTFHFIF\TY]
In sach cases, and in such cases alone,
the government is properly styled a mo-
n..rchv. Examples of monarchy. properly
0 callel, are afforded by m-ﬂrlr ali the
Oriental covernments, both in aneient
and modern times. by the governments
6f France and Spain in the [ast century,
2rd by the existing governmenis of Ilus-
{u:ma. Prussia, and the several
es of Ttalv,
B 1t sipce monarehs have i many
s¢s borne the honorarv atdeof ﬁuf'f.?‘..ﬂfi‘.
»r. re. rot. Limic, or hur’ and since per-
cous 5 strled have, in manv stutes not
monarchical. held the hichest muk i
“he sovernment. and derived that rank
tw ivheritancs, gcovernments presuded
over by a person braring one of the titles
just mentioned have 11:1;1;1115' bevn called
uonarchies.
The neme monarchy is however incor-
recily applied to a2 government. unless
the king (or person bearing the equiva-

r'i

ﬂ F;J ”‘ F'F""'
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lent title) possesses the entire sovereign
power; as was the case with the king of
Persia (whom the Greeks called *the
creat King, or stmply ¢ the king')., and
in more recent times with king Louis
XIV., called by his contemporaries the
Grand 'IfnnﬂrQ'rf.

Now a King does not necessarily pos-
sess the entire sovereign power; in other
words, he 1s not necessarily a monarch,
Thus the king has chared the sovereign
power either with a class of nobles,
as 1n the early Greek States, or with
a popular body, as in the Roman
kingdom, in the’ feudal kingdoms of the
middle ages. and in modern England,
Franee, Holland, and Belainm, T he
appellation of monarch properh implies
the possession of the entire sovereign
nower by the person to w hom 1t 1s affix-
i.’d The title of i {ng, on the other hand,
does not imply that the King possesses the
entire sovereign power. In a state v here
the king once waus a monarch, the kingly
office may cease to confer the undivided
spverelignty : and it may even dwindle into
complete Insirnificace, and become a
merelv Eonorary drfrmn'. as was the case
wizh the 5 zOYLY ﬂnﬁ'lheus at Athens, and
the rexr sacrificulus at Rome,

In Sparta there was a doudle line of
hereditary kines, who shared the sove-
reign power with some other magistrates
and an assembly of citizens, The go-
vernment of qpnrta has usually been
terined 2 republie, hut some ancient wri-
ters have called it menavchical, on ac-
count of its kings: aud Polybius applies
the same rplmr:t to the Roman republic,
on acconnt of it= two consnls. {Philo-
logical diuseum, vol. i1, p. 49, 57.)

States which were at one fime govern-
ed by kings possessing the entire sove-
reign powery and in which the king has
cnb«-equeuth heen compelled to share the
soverelcn power with a popular body,
are usually stvled mired monar c!urs or
limited monarchies. 'These expressions
mean that the person invested with the
kmgly office, having once been a mo-
narch, i5 so no longer; and they may
be compared with a class of expressions
not unfreqnent in the Greek poets. by
which 2 prwatn'e epithet. denying a por-

| tion of the cssence of the noun tn which





