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PREFACH.

NerTEER American nor English literature has hitherto possessed a.Cyclopzdia of
Political Science and Political Economy. The want of a work of reference on these
important branches of knowledge has long been felt, especially by lawyers, journalists,
members of our state and national legislatures, and the large and intelligent class of
capitalists and business men who give serious thought to the political and social ques-
tions of the day. The present work, which will be completed in three volumes, is the
first to supply that want. It is also the first Political History of the United States in
encyclopeedic form—the first to which the reader can refer for an account of the important
events or facts in our political history, as he would to a dictionary for the precise meaning
of a word. The French, the Germans and even the Italians are richer in works of
reference on political science and political economy than the Americans or the English.
The Germans have Rotteck and Welcker’s Staatslexikon, and Bluntschli and Brater’s
Staatswirterbuch; the French, Block’s Dictionnaire Général de la Politique, and the
celebrated Dictionnaire de I Economie Politique, edited by Guillaumin and Coquelin.

.The ¢“Cyclopxdia of Political Science, Political Economy, and of the Political
History of the United States” is intended to be to the American and English reader
what the above-named works are to French and German students of political science and
political economy. The articles by foreigners in our work are largely translations from
the Dictionnaire de ' E'conomie Politique, the Dictionnaire Général de la Politigue,
the Staatsworterbuch, and original articles by Mr. T. E. Cliffe Leslie, the eminent
English economist; while the American articles are by the best American and Canadian
writers on political economy and political science. The task of writing the articles on
the political history of the United States was confided to one person, Mr. Alexander
Johnston, of Norwalk, Connecticut, thoroughness, conciseness and the absence of repeti-
tion and of redundancy being thus secured.

It has been our aim to produce a work covering ground not covered by other cyclo-
pzdias. Hence, the biographies of American statesmen are made purposely very short,
ours not being a biographical dictionary. The biographies in question are intended
mainly to supplement the articles on the political history of the United States; just as
our Cyclopedia itself is intended as a supplement to every other cyclopadia in the English-
language. It is, in fact, a special Cyclopedia, and bears the same relation to other
cyclopsedias that, for instance, a cyclopedia of law, medicine or engineering does.
Great care has been taken in the articles from the French and German to preserve the
exact meaning of the writer. In no instance has any liberty been taken with the thought
of a contributor. The editor has not sought to harmonize the ideas of so many writers,
and yet in very few instances will the opinions of one writer be found in direct conflict
with those of another. The same subject is, in some cases, treated by two writers,
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but from a somewhat different point of view, under titles a.lfmoi‘t identical; and in these
ifference of title serves merely for convenience of reference. .
casez 1;lili',‘ilzlff'}z:%nr;zlim‘it,y with the work will satisfy the reader tha!: the articles from French
and German writers are as applicable in the United States as in France a.n.d. Gern.mny.
There is no more a French or German or American political economy or poht1czf.l sclem::[e
than there is a German or French or American science of astronomy or chemlstry.. t
would have been well, some may think, if all the articles had been supplied by American

writers. No one, however, can regret that those not written by Americans are from the

pens of the most eminent European writers, men like T. E. Cliﬁc? Leslie, J. C. Bluntsc}fh,
Brater, Bastiat, Barthélmy Saint-Hilaire, Baudrillart, Chevalier, Clément, Coquelin,
Coquerel, Finali, Joseph Garnier, Guizot, v. Holtzendorff, Horn, Paul Janet, Labou]aylfe,
v. Mangoldt, de Molinari, de Quatrefages, Remusat, Roscher, J. B. Say, .Léo'n Say, Ju t:as
Simon, Thiers, Wolowski, Wagner and Wirth. The fact that every a.rtlcle-ls sxgned. y
the writer of it, and that each writer is an authority on the subJect‘ on which 'he wntes{
gives to the work a value which it would not otherwise possess, This feature is, we fee
which the reader will appreciate. .
conilige:f czll!;try in the world is the necessity of the study of'p'olitic‘:al s.cience a.nc'l %?hntfl
economy greater than in the United States, in which every.cltlzen is, directly or in r;c y
—through the medium of his vote—a legislator; and yet, in no great country,' per! a.ps:;
has the study of politics as a science been so utterly negle.cted. Ouf‘ c.experlxenc; ?.sre
people during the last decade has demonstrat:ed how very important it is to ay ei r(: "
the great body of readers reliable works to which thfay may refer, when occasion 1req1; the,
for the principles by which all great national questions are solvt?d. ) The peop. ; o °
United States for the past ten years, to go no farther ba..ck in their history, l.mve feen, si
to speak, one great debating club, discussing such questions as the resumption o s_t}’)e: e
payments, contraction of the currency, inflation of the currency, money, paper n}; nky,
the nature and cure of commercial depressions, the demonetnza.t.l-on of silver, banks,
savings banks, bi-metallism, the relations of ca.pitf;l and. ]abor, 'the ng:ht of emplo{;ymertlt,
socialism, communism, strikes, railroad policy, civil service, civil service refom;:ie ﬁc,d 60(:;
The thinking portion of the people have eagerly devoured whatever they could fin
topics. . )
theséthel: questions equally important are springing up every year, both in 1Ehe I:a,:oz’i
and state legislatures, questions relating to interest, the hours of labor, taxation, temp:

- ance, ete. These and kindred questions are, or may very easily become, questions of 7

practical polities, or of political economy as applied to politics. In the present work

these and similar subjects can be found discussed, from th? standpoin:‘. of th; s.tateim;lazj
and legislator, by the best minds of the age, each under its proper title and in alpha
bemvcsleﬁldi?l‘; that the time at which our work appears is pec'ulia?ly opportu.n‘e, for never
before was the attention of the American people turned to questions of political science

iti nomy, more than now. : )
and’lr‘)l?:lzia};lliz;(;r: ar{c’l editor desire to thank the contribubor:is to this work fol: the re;;dl};
ness with which they accepted the invitation to write for its pages; and the ll]lllse sr
interest they have one and all manifested in its success. Our acknowledgmenlf{s, Sow;v:d,
are due in a special manner to Mr. Horace White, of New York; to Mr. Ah J p(;( :lJox,
Librarian of Congress; to Mr. Edward Atkinson, of Boston; 'to Mr. John Jay 5
Comptroller of the Currency, and to Mr. Max. Eberhardt, of Chicago.

Among the Writers of the Articles in

EDWARD ATKINSON, the distinguished Publicist,
Boston, Mass.

BARTHELMY SAINT-HILAIRE, Member of the In-
stitute of France.

HEeNRI BAUDRILLART, Member of the Institute of
France, contributor to the Dictionnaire Général
de la Politique.

MavuricE BLocE, Statistician, Political Economist
and Publicist; Editor of the Dictionnaire Gén-
éral de lu Politique, Paris.

J. C. BLUNTSCHLI, Professor at the University of
Heidelberg, the celebrated writer on Interna.
tional Law, one of the Editors of Bluntschli
and Brater's Staatswirterbuch. s

GasToN DE BouraE, Advocate, Paris.

HoraTio BUurCHARD, Director of the Mint, Wash-
ington, D. C.

E. Cavcry, Member of the Institute of France.

EmirLe CHEDIEU, Advocate.

A. E. CHERBULIEZ, Swiss Political Economist,
contributor to the Dictionnaire de U Economie
Politique.

Jorxy W. CLaxprrT, Attorney at Law, Illinois,

AMBROISE CLEMENT, the distinguished French
Economist.

RoyYER-CoLLARD, Professor, of the Faculté de
Droit, Paris.

Hon. THOMAS M. CooLEY, Author of * Constitu-
tional Limitations,” etc., etc., Judge of the
Supreme Court of Michigan.

the First Volume are the Jollowing :

Epwarp 8. Ismawm, Attorney and Counselor at
Law, Chicago,

Prof. E. J. JaMEs, Normal University, Normal,
Illinois.

Judge JouN A. JamESoN, Author of ““The Con-
stitutional Convention,” Chicago.

ALEXANDER JOHNSTON, Author of History of
American Politics,” Norwalk, Conn.

Hon. Jor~ Jay Knox, Comptroller of the Cur-
rency, Washington, D. C.

CHAS, LAVOLLEE, Ex-Prefect, France.

T. E. CLIFFE LESLIE, the eminent English Politi-
cal Economist, London, England.

HenrY D. Lroyp, Financial Editor of the *“ Chi-
cago Tribune.”

Judge JoEN LowgLL, Chestnut Hill, Mass.

M. pe MorLwarr, Editor of Journal des Débats,
Corresponding Member of the Institute of
France. '

MicrEL Nicoras, Professor, Montauban, France.

M. OrroLAN, Lawyer, France.

EsQuIrRoU DE PARrIEU, Member of the Institute
of France,

JULES PAUTET, French Vice-Prefect.

M. Pokzr, Professor at the University of Munich.

R. P. PorTER, Special Agent (Tenth Census of
the United States) for Statistics of Wealth,
Debt, Taxation and Railroads, ‘Washington,
D.C

M. RAm.T'rAux, Publicist.

CHARLES COQUELIN, one of the_ Editors of the | Lours REYBAUD, Member of the Institute of

Dictic ire de U He e Pol

France,

DELA.BARRE-DUPAI!CQ, Director at the Military | M. RoraE, Professor at Sord, Denmark,

+8chool of Saint-Cyr.

JuLEs Duvaw, Publicist.

CL. DuverNors, French Ex-Minister,

Hon. DorMaN B. EAToN, Chairman of the Civil
Service Commission, New York.

Hon. Max. EBERHARDT, Attorney, Chicago

L. FouBERT, Chef de division, France. '

JOSEPH GARNIER, Professor of Political Econo-
my, Member of the Institute of France,

HENRY GEORGE, Author of ‘¢ Progress and Pov-
erty,” New York.

Louis Gorrarp, Publicist.

JULES GRENIER, Publicist.

W. E. Grrrris, Author of the ‘“Mikado’s Em-
pire,” Schenectady, N. Y.

FavustiN HfiLie, - Member of the Institute of

Lfon 8av, Economist. .
JULES StMoN, Member of the French Academy.
A. R. Sporrorp, Librarian of Congress, Wash-

ington, D. C.

SmMon STERNE, Lawyer, New York.
HEeNRI THIERS, France.
Joun P. TowNSEND, one of the Vice-Presidents of

the Bowery Savings Bunk, New York.

J. D. WEEks, Editor of the ** Iron Age,” Expert

and Special Agent (Tenth Census United
States) Wages in Manufacturing Industry,
Washington, D. C.

Hon. D. A. WELLS, the eminent Americau

Economist, Norwicl,, Conn,

Hokace WaITE, the well-known writer on Eco-

nomic subjects, New York,

France. FREDERICK W, WHITRIDGE, Attorney, NewYork.
Xavier HruscHLING, Ministry of the Interior, | Tarcorr WiLLiams, Editor ** Springfield (Mass.)

Brussels,

Republican,”

J.E. HornN, Writer oa Finance, Member of the | Hon, H. B. Wrrron, Inspector of Canals, Hamil-

Hungarian Parliament.
M. Humann, Advocate, France.
(vil)

ton, Ontario.

Prof. TaExo. S. WoowLsky, Yale College.
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tracted France during the first century of modern

times could not but prove discouraging. to her hichi.de. : 4

revocation of the edict of Nantes,
. y w
prived France of so many industrial handg;

commerce and industry. The accession of Henr i ith
o . ust ob Henry | the disasters whi ¥ ery.
s conton oy nerved thom by estoringpeace | XV rega, an i oni r e, O Lo
this prince the Briare canal Wasg c:;;igfegf ok Dttt of the ot min‘g{;ﬁ

work.  But they did not destroy it entirelv.

a lamentable eclipse, the industyry a.?:liimceoli:x: o X
of France gradually regained their spléndor 'ingme »
cowrse of the eighteenth century.—Colbert, e
did much for the colonies. The French had, t:lzl - ;
but little part in transatlantic nuvigatiou. . Vgn' 3
find mentioned only some private advenn‘m;; o o
the beginning of the sixteenth century, espe¢i ﬁn
that'of Ja_mes Cartier, to whom is reaily du %Zhy F
credit of discovering Canada, or New Francea:'i oy
spite 'of Holland and England, this county ‘l;sn
remmped French, and Quebec and Montrealy" d o
established in 1606. lolbert took mensur‘wem“
assure thg eXistence ¢ he colony, and to im e:-:to :
its material condition. The French dominih?v? »
extended as far into the interior a8 Louisi oy
Among the Antilles, which were colonizem

and the cultivation of the mulberry was encour-

has said, ‘‘thought that a i
) great nation, a com-
_p]ete society, ought to be at once agricultural
mdqsmal. and sea-faring, and that France had
received ‘fl.'om nature, in a most eminent degree
t}ne conditions qf this triple function: his w].\olt;
life was Spent in seeking the realization of-this
th.ogght. Fer this point of view, this great
minister conceived and executed, at least in part
the plan of suppressing tolls in the interior of
the coun_.zry, of transferring the custom houses to
the frontiers of the kingdom, of uniting all France
under one and the same tariff system, and of add-
‘Ing economic centralization to the i)olitical :
ing eco cent cal cen- | freebooters, Colber i r rtin.
t:’adxz.:;gu :l;:;th 1; glrendy\possessed. In order | ique and Grenad?tazlzim::flﬂf' oLFrance, P o
. bgs i ognlfis lgfs‘i:t;,y' tCoill.;)ert. ‘had taken | of government in 'conformity L:v;(!ix ?llxer?dn‘ o
; 8 tariff: . ‘““to. reduce | th i an eabmﬂﬁf
o m e epoch. It i
prg ;ﬁ:;ti Suttlizs ]?illll %zﬁmgnsland merchandise f all at his specia;vgz;il;di;zﬁo;l lli.rx (EV” - o
R oam, U matge riu]s‘ tg 6esseu the import | formed to carry on the commerc% ;ﬁﬁrizny};v‘a{ o
e, Aot importatio;:l 0% ptll)]c;szrl;.g J::u;% Indies. France thus possessed the elemeits ?:fc &
b r ] & vast colonial empire; but |
g ufacture.” To this programme was be deprived of thgm oneuagtl; ﬁ%?lfg-helﬁ]il:o 4
of the i : A peace of Utrecht, i  Baglgid;
of 4 :ngn:!ius}{mtl corporations, and of a perma- | the Hudson's by, L?:: tXI V'Nceded e
withstandi nglc state surveillance over labor, Not. Arcadia, In tlleytre~\t'1 rg’.P tS_Wfpundlund et
o thegliiou:e lnfmenmble acts of violence | XV. abandoned Cnm:di to thms’ gy
made undeninbz Y rg labor, Fre“'Ch' industry | the Indian ocean about tl?e meidsc?lm p tp o eight. 02
Colbert employed gonfli-;:alll)lll: e:u]@:: :)l;ﬂ::)l:::; Fenih g = wavigpy wrgll(;h:h;o(:lg:;
: A consi S ty | in the istand of Fr ix i i
lghre;;(;;-eo;::‘g::shmg industries m.ld to estab- | cherry; but, ixf colj‘xlszuﬁznznde;pmx on Pondl.”' :
i manufnc.t i gn.;zt ::;ens.e he induced for- sprang up between tl?ese t;g n:tme: j::(lim:;y s
Five hiunted Dot i e into the country, digious success of the English, the col ial it e
Gt o e el Picn::ieaver?l were estab- | of the French almost disapx’)earedofor,:)lm ‘efn g:;p
it s ’Sedan ey ]ng l?:uf ﬁ;oigﬁed ghe Isiptilles, at least, were prosperous, espécl}aﬂg;
facture of » W1 u- | St. Domingo, and suppli mmerce iof -
fa cﬁx: (t)h :;eot}n:;; z:boel;x. ) By establishments produce.—%’he pen.(:s;l I:)I;h%irsaai‘;?:; :1(1)(,;1 mt(lexl i
ries), and of extensive glass w(otll-lg:s‘(l;%]?;-];ufx;ﬁ; plzxr't lcif e A oo tlfe Eezgfgﬁ -
flatterine th. £ hi d s Wwhich extends to our ow. i it
et f‘ren‘z lt;a;t;::l gf ag::x r?g?:ti aczls::r:fdlthe fu- | is subdivided into two l;e?tli;ns qgéﬁaieactg;df{?ﬂ
The i, : f uxury. | each other by the general f ;
e this peri% A rg::pizdoulg;c‘i :)Ifist?{sifdgénes .otf’ these periods is? pl‘opcﬁeya:ge?xfkliglg& thg‘ 2:1&?:
s ; t adwere | of commerce, whil, 'm i8
propoigoumuzri zg?sght afte;xlt)y f;:mgpqanons, in | brilliant period o]fei:: eh?:}%?;d—fgtfr:s ﬁhﬁ mszt
Pt u ] mnrinne vimd :111 eg his influence. | mention the first period, filled throu, ilou t:o'tl{
e Mogsn, L Drapete rendy been frecd, wars, in which Eug]nnd' is the a]mogt‘ ulll)s ‘rxllt‘e
Pl mnrine,' b B O é)ere[;c:flﬂerance of the | mistress of the seas, and in which Na oleo§ op-
sous per ton. - Colpers feoncrel eld tlt:;: tt;i I::g po(slesherwith the continental blockade, bl?t we Sil&gl
by thy e L » , endeavor to sk f
ﬂi; I:Si);tsi:;m&%fdm;l:;’?e inscription, he created | —In this epc:::hetg1 rt:lhr: ;‘:%?i?jﬁ Ot;hthe Segon@-‘_;‘ g
Languedocisindebtedctoalzllitmufmn'ne of France. | of commerce increases enormousl_g A:lr::cll-l td:!};
efarm of 1h8 oot 10 andorll:fs.cal.ml. The | the previous period, the emanci;')at,ion ofy'the
sneron conen e, - a treaty of com- | United States had added a great part of N’i;rth -
new life into French comnferc: ::;t]lle;zl?é lfzt'l;iftd Arlnerica, i s o on of Besal rots Poriu' |
ik - | gal, a vast i i
niortunately, after the death of -Colbert, the | Mexico and aﬁ?g;ggisll? S%ﬁ?ﬁlﬁ::;?c:hma?:; :

.up China; while the United States obtained
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off the yoke of the mother country, abolished the
restrictions of their old colonial system, and.were |-
thrown open to the commerce of other nations.:
France, by conquering Algiers, substituted a safe
market. for a nest of pirates. England extended
.and consolidated her rule in India, and opened:

access to mysterious Japan, which is now open to
all the world.—Throughout this vast domain,
which recognizes. no limits, commerce enjoys a |
security. heretofore unknown,.the precious fruit |
of universal peace.  This.peace has been several.
times disturbed by wars more or less destructive,
but whose limits are always circumscribed.. It
has been shaken, also, by revolutions, But its
majestic course has, in- reality, experienced but
little interruption. Thus it is seen to multiply at
all points, the benefits of which it is so prodigal.
Human activity is applied to agriculture and
manufactures; the spirit of invention increases
industry; production, as well as consumption, is
immensely augmented; and commerce henceforth
assumes grand proportions.—The improvement
of the ways of communication and of the means
of transportation powerfully contributes to its
extension. - But the ordinary roads and the num-'
erous and well-built canals are not all. Ful-
ton applies steam power to navigation, which
had hitherto employed nothing but sails. Steam-
boats appear on rivers, strecams and lakes; they
cross straits, they steam along the maritime
coasts, and end by making the longest voyages
on the high seas. - To transatlantic steam naviga-
tion is added, for the security and rapidity of
maritime commerce, a profound acquaintance
with the different currents which furrow the
ocean. . Another invention that transforms com-
merce by land, and assures it an importance which
it had never before known, is the marvelous
invention of railroads, over which locomotives
impelled by steam put in motion trains of innu-
merable cars, and whose immense network covers
the soil of all countries. Finally, the electric
telegraph annihilates distances both by land and
sea.—While, at the commencement of modern
times, the precious metals of the new world came
to aid in the development of a trade which had
greatly increased in proporiions, ike gold of Cal-
ifornia and Australia helped to supply the neces- |
sities of a commerce which was increasing every
day. At thesame time, moreover, the institutions
of credit,whose paper supplies the place of money,
are developed on a grand scale.—The different na-
tions successively establish the unity of their home |
market. The revolution of 1789, completing the
work of Colbert, had thrown down the barriers
which still subsisted in France, and created its
custom house territory. . Already, at the begin-
ning of the century, Great Britain is commercially
united with Ireland. In the epoch of which we
are writing, this‘movement was imitated through-
out Europe. The various small states of Germany
were united into a fruitful association of customs
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empire. Spainhad overturned the barriers which
isolated its northern provinces; and Austria those
which separated the eastern from:the western
portion of her territory.. Switzerland, after
accomplishing her political centralization, cen-
tralized her commerce also, by substituting for
her numerous cantonal tolls one single tariff for
all her frontiers. Italy, after attaining political
unity, confirmed it by commercial unity, under
one tariff of dyties—The commercial policy
toward foreign nations long retained its restrictive
features. England, the ablest among nations, in
commerce, industry and navigation, was the first
to perceive that the impediments created Ly the
protective system must disappear. She gradually
accomplished, in this direction, the reforms that
were connected with the names of Huskisson,
Cobden, Robert Peel and Gladstone. England,
now retains only her fiscal rights. These re-
forms attracted the attention of the other states
to their own commercial systems; and many of
them also reformed them, if not in the same
proportion as- England, at least to a greater or
less extent. It is she commercial treaty between
France and England that seems to have hastened
the movement. Probibitions have been removed,
and ever-increasing facilities are granted to com-
merce. Some countries, however, particularly the
United States, still persist in maintaining a
strong system of protective duties; but the desire
of paying its debt has much to do with this
action on the part of the American republic. ‘The
protective system, moreover, is there made the
incessant object of attack. Commeree is now no
longer, as in other times, the special occupation
of a few; it is more or less engaged in by all. But
it is mainly in the hands of peoples belonging to
Christian civilization. HFastern nations are, for
the most part, inactive, passive; and their com-
merce is carried on by the merchants of the west.
Among the various Christian nations the share
is more or less brilliant. The first place must
unquestionably be ceded to England: after her,
setting aside the United States, a high rank isdue
to France, with the small states along her eastern
frontier, and to the German empire, which has
absorbed Hamburg and Bremen. = The chief
commercial centres of the world are London,
Paris and New York. HeNRY RICHELOT.

COMMERCIAL CRISES, disturbances of the
course of trade at given times, arising from the
necessity of re-adjusting its conditions to the com-
mon standard and measure of .value. The com-
mon standard of value is money, and the condi-
tions of trade which require to be adjusted to it
are the prices of commodities, and contracts and
obligations of all kinds. .Contracts and . obliga-
tions are almost.always expressed in money.
They call for the payment of dollars, pounds
sterling, francs, etc., which signify & certain
weight of gold or silver. Contracts and obliga-
tions are entered into on the basis of the scale of

(the Zollverein) before they were formed into an

prices prevailing at the time, which may be too
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gllngaltli glx; }t'.oo %t‘?“:h Prices are susceptible of great
; they are too high at g gj i i
.g? ;(;r%pm:ed wnllzl A m%ney % g;vc:}x:eg;n; more exposed to periodical disaster. —Since tha-
oducing gold and silver), it follows thai i
person wh'o has obligated himself to p:y n?(t)l:gye bk
a]t sucl.l 8 time has not actually received an equiv-
a ex;t.m Teturn, and that he is in danger of losg
or mlur.e: This he may avoid by selling the
commodities he has purchased for money suffi-
<t:.1ent, or more than sufficient @ meet his obliga-
s:;;n,fg; l;y takm% the obligation of another per-
0 equal or greater sum. In the ] ildi
o t um. atter | buildings, bank i i ippi .
e no:zlﬁi:l;stetéu;t thebsn.uut}on of .the commu- uies—wgl?ut is te:;nrgélwitys'hmmes‘ shlppmg. ot
2 oblgi . zv ;u stituting A in the place | era] prosperity., Forilmess e gt
g 0 undertakes to deliver a | pe made, in a day. A spi;;:eo?z(;% 0; !:Ppenr i
g culation per.

certain number of grains of gol In ex hnnge vades al the tradin asses verybody
g d C
1 g cl; . E y 18 blly-

ot s [ ing, in order to sell at g Lic i
it ﬁ’ = elelxiz(lix,t g; a ﬁeia:talm amount of | have capital are seeki:x; ig:;ﬂ:fze%ltl::il Al'l WI'IO
sl o agreee% : nbeucy. 18 want- | gain the highest possible return. Thes vetioles
thing received To o), 267 e 0 be paid and the alluring prosperity generally rlim a it o
s phrpdd suc% l ere must be event- years in England, e.g., 1816, 1825, 188(:‘)“”e -
Tty T no{ e tg:s n;l :o cause bank- | 1866, 1875, in each (;f wh'ich y;znrs ,It’h1847' gl
Lo A R el state of the case | commercial crisis in that country, In t;r&ﬁvgs ;
dischargag o b g y gmy be lawfully | States the periodical return hag l;e 1 sy
e e must, e 1rlre eem.able paper, | and less frequent, the most 1.'Aotede':l isos regqla
domg, Tatoe et ml:iesc()) bvl?bxlzii into gold at bee_u those of 1819, 1837, 1857 andc;lss'?g hzgm
Tmentt fo ey Taran s L 0D g ox;s, agree- | period of abnormal and exciting pros; erity i oL
thing pressry oA 2 . me for some;; lowed by a violent collapse, whose ph dipdupe
bri N i i o credit system money panic, a sudden rise in the r: tp ¢ interogt.
3 umerable phases and | g run on the banks, and most frezz;ﬁe?:ftlmterest’
pension of _ca.lsh payments; then a fall ofy ;r?(?;‘
of commodities, securities and real property; fail.
ures of mercantile and manufacturing house; and
fcorporatxous, a partial suspension of industry, a
all of wages and the enforced idleness of g're'al;
numberg of laborers, often culminating in riotg
and social anarchy, The money panic is gene-
rally of short duration, but the crisis ig fre
quently protracted through a series of years be:
ing marked by a continued and inexor'nble
shrinkage of values,” general stagnation and

ilized nations. The symptoms b i :
pre_ceded, and which a]wgys givg f:ﬁl:;g:?g e d
' their approach, are a rapid advance of prices g ‘:1!"
wages, great activity of trade, a multiplicationnf

new enterprises of every sort, such-as f&ctoriez

future time. If B, instead of borrowing goods
.houses, etc., from A, borrows money frorg C ié
'1; only to buy the goods, houses, etc. from,A
he only difference is that C, instead of’A is the
Payee when the obligation matures, Inabilit to
neet the obligation constitutes bankruptey. {nd
A great multiplicity of bankruptcies occu’rrin
::)l::]lit:ngo]usl}i constitutes a commercial crisis, zf
rcial crisis may be confined to one c. i
g il oun- !abor and capital, and an
e m c}; oxte r,nextt:; dtlig wlhole commercial | interest. It has become a ?l::x];()ixx;n: g s
i 10 Saentt o D) nd g.:ceswhere. there | men, that in such a period morem?-zgtbusmess
i e immedigtel.vpforo:: were= in the | made by locking money up in a cloI;e vau(l::Itlh by
asired o i~ del;ts . erything -re- b.y investing it in anything' whatsoever: wi 'lell
failmes o e e c,risegseqluently 1o | signifies merely, that, when prices of all xinc
Sonan e s’mall g 'f hu propor- | are declining, it is best not to buy till the nglf
by Hankrapiat b of short dura- | their minimum. The pendulum will i bacl
il crioes T o T x%quent and com- | in time.—These undulations of tradswmg oo
Batlons st o L. c‘:-gdnistl erable. Those nately high and low prices, of altern:,te % ? llfbr-
Sitved g S developens ansyst;alm has re- | and depression in business, 'have their ro !:c_ “"1ty
quently thy ey commer;:iuludw ere conse- | mental and mora] constitution of manki (:i m’lfhle
oo Pl i 8 m adventure and | price of a thing is the amount of old 'ltn ‘lls .
}'uvagels’sof fosiemy périodsnc:gs;) aessz;:lc ;o tl}: (i::. als;]free'um,rkelt; The prices of cogmmoéit?; gf:?:
18 an observ, i ic or Pru . .
ed fact that nations of Teutonic i giveg, time—are ihsecalr:ti?)f eﬂl;‘s(zie:gp?e‘::él::f c!:)':mtl

modities in general and gold bullion, in a free
mnrket'. We know, as a matter of fnct, that gen-
eral prices are subject to great variations within
comparatively short periods of time, ag for in-
stance, between the years 1873 and 18'77 ,the con-
ditions of gold production and tle unnu'al output

severely afflicted with commercia] crises. These
Dations are also noted as the mogt enterprising of
all, in the commercial sense. They hnbituiﬂ

assume greater risks for the sake of expecteg

- thing else than the gold supply. Some writers
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remaining substantially the same. The cause of
these rapid variations must be sought for in some-

geek an explanation in bank issues and bank cred-
its. Excessive issues and excessive credits are
invariable concomitants of the swelling gale of
prosperity which precedes and ushers in a crisis.
They are part and parcel of the speculative fever
which pervades the community, but are no more
to be accounted the cause of it than the excessive
multiplication of spindles and of railways going
on at the same time. The true cause of advanc-
ing prices is the competition of buyers in the
market: the true cause of declining prices is the
competition of sellers. When there are more
buyers than sellers, prices will rise: when there
are more sellers than buyers, prices will fall.
Thelove of gain causes the competition of buyers;
the fear of loss, the competition of sellers. The
former is a state of speculation; the latter of
panic. Now, it is demonstrable from history,
and, indeed, obvious to all persons of adult age,
that there are times when the whole community
are buying this, that and the other sort of prop-
erty, with the purpose and expectation of selling
it at a higher price. There are other times when
they are selling with like unanimity, in order to
avoid an apprehended loss. Sucha period of gen-
eral speculation prevailed in the United Statesdu-
ring several years prior to 1878. A correspond-
ing period of panicand depression prevailed from
1873 to 1879. The pendulum has now (1881) be-
gun to swing back, and there are many signs that
the country has started on a new career of pros-
perity, to be succeeded by another crisis, another
period of commercial depression, revulsion, stag-
nation. Pricesand wages are advancing, employ-
ment forlabor and capital is abundant, fortunes
are made rapidly, new railway enterprises are
multiplying on every hand. But the ordinary
channels of trade are not yet choked with debt
to any considerable extent. The debts of 1873
have been pretty generdlly wiped out, but the
credit system has not wholly recovered from the
shock of that year. - Both borrowers and lenders
are still cautious. So long as this spirit of caution
prevails, the community will be In no danger of a
commercial crisis, although there may be stock
panics and ‘“ Black Fridays” now and then, affect-
ing particular classes of traders and speculators.
‘When this spirit yields, as it probably will, to the
enticing prospect of large profits and rapid gains,
and when rising prices and increasing liabilities
are observed to be moving hand in hand, the in-
gredients of a new crisis will be gathering explo-
sive force. Those who are able to discern the
real conditions of trade hidden under the guise of
general prosperity, and able to resist its fascina-
tions, will get out of debt while they can, and con-
tent themselves with such profits as are to be
made without borrowed capital. Then, when
the storm comes, they will escape. They may
meet with losses—people who owe them may be

them standing. The ‘‘shrinkage of values” will
signify nothing to them but a marking down of
prices, while to those who are much in debt it
will mean bankruptcy, sheriff’s sales, and a sud-
den descent from affluence to poverty. Unfortu-
nately, neither prudence nor foresight can avail
to any great extent to protect the wage-working
classes from the effects of these fearful visita-
tions. They are powerless to resist the advance
of prices, they are impelled by necessity and by
the competition of employers to demand higher
wages for their labor, and higher wages again
necessitate higher prices for commodities. When
the tension of prices against the standard of value
can no longer be borne, and a crisis supervenes,
the worst horrors of the calamity fall upon them
in the loss of employment. What savings they
have accumulated during the period of pros-
perity, to shelter themselves in sickness and age,
are generally consumed during the succeeding
period of depression, and they begin again the
battle of life with no other resources than their
hands, and not seldom with bitterness in their
hearts against the social order which allows sucl
sore distress to fall upon them.—It has been re-
marked that commercial crises have their root inv
the mental and moral constitution of mankind.
The love of gainis the foundation stone upon
which political economy builds itself as a science.
This motive is more nearly universal than any
other in the whole category of human impulses.
The greatest amount of gain with the least amount.
of effort is what all but an imperceptible fraction
of mankind are striving for. It is this omnipres-
ent desire which incites people to buy whatever
they think they can sell at an advanced price, and
to buy on credit, or with borrowed capital, when
they can not command sufficient means of their
own. Buying with one’s own means, however
imprudently, would never bring on a commercial
crisis, because nobody could fail. The compe-
tition of buyers would cause prices to advance
exactly as under the credit system, and the reac-
tion would come as surely. The elasticity of
prices would enable speculation to run its course
for the usual period, until the strain could be
borne no longer, <. e., until the difference between
the prices of commodities generally, and the cost
of dollars and pounds sterling at the gold mines,
became too great to admit of further speculation.
Then there would be a decline of prices resulting
from a common desire to sell and avoid loss, but
the marked and distinguishing feature of the
modern commercial crisis, bankruptcy and total
ruin, would be wanting. The credit system sup-
plies this ingredient. It furnishes the explosive
material of which the great crises of the past two
centuries have been mainly composed, viz., con-
tracts, obligations, debts, piled upon each other
mountain high, contracted upon a fictitious scale
of prices, a scale which the whole community has
for the time being conspired to make fictitious,
but payable in matter of fact dollars and pounds

unable to pay—but the gale will pass by and leave

sterling, or their true equivalent, and not other.
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‘wise.—One of the earliest crises. i §
Max Wirth, in hi ; mentioned by Dr. | estimates of value. It L
the tulip man?n. :)sf %‘:;ﬁ\lz;n’:lm ;iﬁrtlﬁum].c%;ﬁs the: speculative ;erigctl,gfl?::a:llli 1;;-?3;‘_‘.3 duti wer!
Ehls“celebmy,ed speculation in-the products of co]m modities’ are: pughsd p-fo a highe‘i?? ﬁ"é gl:::ézg?l; «‘they were selling
Ol‘ll'cul'ture: bore all the marks of a genuine com- ;e ;mv?ly » than others, speculation being Pnp'bi‘m" gnd- Ger:mﬁn than in London and Manchester,
:tl::fiml l::nsu;. A delusion difficult now to under: aarf yu g(‘if‘:‘acte.d into those channels, thus ﬂttﬁa&ti? while-in moyt;t places they were lying. & desd
,» tho . i e in ) PAkE SOl whle 3 !
which ha:eg atngi;n;;)r; ? bsurd: than many others | particular tm;::n:se?; t?lf caip.l tal'*and' 1Eb'01‘75~§ weight on- the market, without any: sale at all.”
nfected an:entire people, | Holland s e cultivation of tulipy: rd Brougham, quoted in Tooke's History :of people’s money in places of safety. Their sphere
at the:period mentioned. This-‘wuggﬁﬁ Prices:) In consequence of this. miscalculation of duty was afterward enlarged in order ‘to

gradually led the inhabitants of the Netherlands | case in the iron and

and coal trades and i 8,616. failures took place in the agricultural, assimilate the various sorts of money brought to
commercial, manufadturing, mining and shipping | them, 8o that their customers could deposit dol-
interests of Great. Britain, and so many laborers | lars, pounds sterling, livres, florins ‘and - ducats,
: A were. thrown outof employment, that the country | some of full weight, others of short weight, and
seemed for awhile to be on the eve of revolution. | draw out one particular kind of money, as for in-
The commercial history of both Europe and | stance, dollars always of full value, thus furnish-
America is sprinkled. with commercial crises from | ing a sure basis for trade, and enabling buyer and

1799 to 1816, having their origin in. the distem- seller to make theirba.rgainsunderstandingly.
pered imaginations of traders. unduly excited by point of . principle the modern bank differs but
military events and the commercial regulations little from the: ancient one. It receives people’s
of governments. ‘The Hamburg crisis of 1799 | money in order to keep it safely and pay it back
was caused by the French ocoupation of Holland | on demand. It also undertakes to melt down
in.1795, which threw into .the:lap of the former | and hold in a state of “‘solvency” all the instru-
the. .continental trade which: had. previously ments of .exchange that experience  has found
belonged to the latter, eauging such: a tremendous | useful dn facilitating the- transfer of - property,
such as bills of exchange, checks, drafts, etc., 80 N

gpeculation and rise of prices and ' extension. of
credit in Hamburg during the sncceeding: four | that its customers depositing sucl instruments,

years that presently & crash came, in which 82 | secured by commodities or otherwise, can ' draw:
houses - failed, with liabilities amounting t0 out their equivalent in money as occasion requires.
29,000,000 marks. . Thus the very event which | Bank deposits’ consist for the most part of these

£ | written instruments, which are ‘merely the' title

seemed likely to contribute to the prosperity o
Hamburg, serving to inflame the greed of -her deeds of property circulating between buyers and
ended in. her | sellers, producers and ‘consumers. - The amount

capitalists and obscure their vision,
impoverishment. It..is needless to multiply: | of cash kept on hand by & bank i8 usually & very
instances showing: that every great‘speculutiv.e small part of it8 deposits, since' in practice the
movement has an ascertainable starting point. | deposits offset and counterbalance ‘each ~other
Referring to the last one which afflicted our own through the instrumentality of checks and clear-
country, there can Dbe-little: doubt. that the most: | ing houses. Experience has shown that a certain i
potent contributing cause was the unwise liberal- | average amount of the deposits will always be on !
ity -of congress in offering immense grants “of | hand, and that it will be safe and profitable to i
land, to corporations as & free gift on condition | lend these at the current rate of interest, & capital
that they would puild - railways . through them. | being. provided by the bank itself as & safeguard
No less than 170,000,000 acres were flung out. to | and guarantee against sudden’ and unexpected
the cupidity of capitalists after the close: of the: | demands from -depositors. It is obvious: that &
war:,.. Such an aluring bait had never been: bank has no power to create property; therefore,
danced ‘before the: eyes-of- & wholé nation, not: it can not cause drafts, bills of exchange, etc.; to
of ,one ‘nation merely, but. as many as: chose:| be drawn; therefore it ean not cause ‘deposits to
to participate, for capital knows no boundary | be'made. Nor-can it lend more deposits than the’
lines. . England, Germany and .- Holland are | average amount which it has on hand: It may
believed to. have invested $250,000,000. in -our unduly trench upon its own capital. It may put’
railway .bonds between 1865 and 1873; which beyond its jmmeédiate reach more of its means’
afterward defaulted, not to mention those which | than prudence would dictate. Bankers frequently:
managed to pay their interest and keep out of -| make this mistake, ‘but not oftemer than:other
. bankruptcy.—We will now consider: some of . the. | men. They are subject to the same influences’
- theories which have been .advanced on the subject and motives as other members of the: trading’
of commercial ¢rises, more or Jess in'conflict with community, they breathe the same atmosphere,
the one here outlined. . The one mmost. commonly they are as ready to make hay ‘while the sun’
accepted ascribes all the mischief to papermoney, . shines. + If others are making unusual profits, |
to bank agencies of various:sorts; to irredeemable | they are not slow to participate, and when their |
paper, where such paper is current; to the medium | ‘customers- are habitually taking ldrge risks, they |
of exchange, rather than to'the things exchanged: | 'are .apt to take large rigks ‘also. - If 'we expect i
Interminable statistics have been compiled to sus- | them alone to be prudent and conservative, while'
oing to.confuse-the readerand | leverybody’ else is ' en!

o opened, English goods were crowded upon | deposits is 5o great a mystery to the general pub-
inental markets in such: quantities . that lic, that it answers all the purposes of & witch
for less in Holland | when a commercial distemper sets in, As‘the
issue of circulating notes is no necessary function
of & bank, we will first consider it without that

function. -Banks were first established to keep

to consider the tulip plant .to'be:w 3 s
i ; ‘ th its weight
in . gold, wh : 9 DOOL ght | branches of ; : 2
mugh morellzalc::;)q? .vv';;letles were esteemed | prior to the p::iguof?cig;g lnTtl]xle United 8t
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laborers, { e ,sailors,day- | the greatest di ’ 1  comes;
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i ; o tulips. ‘There was v A § ; en the most'fsreg.
aitulip exchange i Amaterdu,wh perous. - An immediate gl o8
: , with a boardof | diate glut of the market igfalf *
brokers, presenting all the f Wit of | because an abnormal s felt
’ ‘eatures of a mod i al production had been’stigf. .=
stock exchange. T 7] Py, ern | ulated. Neither th hor o 5 &)
mere trifle, o§ ﬂ.bouth ih%lgli:: otfu l;ﬁ?ol;:)sset:r;l;og ; e]mployed in pnrticulir llt;ggge;‘; t::;e tcl:l\ 31 - L
florins each, th i Sl their vocatio ;
e varieny caled - Seraper sugusniecs . The rage | Soones o ater. The equiibrium of tadussy sk
lasted four years. Contgncts 1;5;1 :li:séﬁrcﬂllm‘:se mgs | beerestored; prices must fall bnclot tl:;ll:l: t;yggh}
sale of tulip plants at these’ eand | equivalency between e
: extravagant figu i 5 money and goods; superflusii
plastered the' ' ant figures, | mills and min rflusiis
ous when .t;:v légifa;(;:’ﬁg; en,:g ‘:?I;e so numer- | on half time etti]lf:ief ﬁ;ﬂf;:::sttagose,lm "f’b‘l‘k :
et i ithat .the courts: of revailing - es place! o
t A . the " 5
ﬂlst:xclipwle)x:l:n;:ie li"z:?hfdx?;"’e a tithe.of them: | it wl:se:: !}ézgll;;%eil;aisgger:hfor forikllgn ik,
gl rinsically: worth no ) , there will be a miss|
then than it is now; that i Y -more | room growth of manuf Rt
omitfion variakiss, s t;t» fl:;v a liel‘{ pennies for | when the collapse co;e‘;[’:::::e?-:d S];lPHlng.;a?ﬂd ;
varer. .Tt was inevitable that t? illings for'the | be out of employment. TEit is £ and sailorsiwill -
when they must sell for theii i;r?reinzguvldlcou}e as in the United.States in the ye:l;r;i‘;:zﬂv{g% ]
coin. .. That time did com -value in | iron furnaces will go out of i
L plunged at once into u :’hii,l ':,l;? t?ebn:;{xou was | will fail, puddlers fud minergla;?l lci;al l;:ompt‘xp‘i.es
Panic terror sweptall the mariet )‘1’ ankruptcy: dire distress, and it will be wonderfuf uropgh.f, b
hmndneSs and ruin- entered thouslm:g:?.lofMl;slfgl'l Pd‘;b]ic disorder. do not-follow in the l;ll‘c:‘trsna)%t: i
omesteads. The count: . idleness and misery. It
; specieg' of , commercial rg;;::}s;: tgwn’;‘gth every | here taken, that th?displa:::;relli of:(r)nnil 1:1113 et
A quences of the di s e conse- | of labor, so oft; i splacemey
e disasterafflicted a whole i ial crise en noticed as a feature of com
: and thememory of: it revives with generation, | cial crises, isa consequence and not a ca sy
rence of a commercial c,is‘is Fii ;nye;:rri rgetl;:. temporary. delusion or antrainememt[:)fc ut:?;:gﬂ: it
world.—Th iai ! : {.of the | mind,  whi 3 Sl )
L i breede nt;uliﬁécr:gdgf Holland was of the Wit c;‘ffesfm?inm‘ 7"gngm l(:f the " trovbleé
3 differing in size;-but nOt‘inr%e:gql:netcml crisis; | answered already. “”Y‘mn@wg;icf been ‘partly
of different,periods and diff x :!y., :The crises | upon the imaginations of' trad la(:tsatr,ong[y o
diitineriiing St mgr(?n countries have | alive'to the prospect of gain .ers,‘; ways keenly
erally some form of Bpecuhl:;'{'that there.is gen, | general speculation on %got‘ 18’11\51111 cle nt.tg Bet'a &
! than any . other ‘at 8 given 21’-1' 1(1110;:(; -rampant’ | doubt that the gigantic war iz‘démn?ﬁre Cﬁnébe‘.#ﬁ i
i frequently happens that tie lp' d‘," ,although .it | Germany from France stimulated thy Sollecimiie
’ other varieties equally pemicif&s mglnr?f: ];P eg&t{:’ powers of the former in' the h?ghes‘: 32’233“3'3 ‘
crisig of . 1720, it was. .. Inthe French | led to the extravagants i UegTa,
scheme around Which's. ggeogn'e CLTW.B Mississippi { in the crisis of 18’%3 in tﬁ::l;g:::)ot:; w}all‘%h ushex:eq
In the contemporary En 11;1 ulation gathered. | crisis of 1816 was due to a mis - The English
South sea bubble. which Ells crisis it 'was the | upon- the overthrow of NaCOI;ceptlon founded
of lesser bubbles ;o numer:o PTOduced'a,plgogeny opening of the continent of pﬁ son axd Lh?. e
the period bas.ever;aing lgsand ludicrous that | trade.. It was assumed that ﬂurope to British .
**epoch of the bubble ooﬁlzan?:: "'kliown.,as_ the | bare of -goods, and'that an ur:fizzci’tn:imqeim R
ican crisis of 1837, ,land  spe. la.t n.the,‘A.mevx would spring up as soon as-trade rest ‘et. emand -
principal craze. , In. the En r; (iu ioni;was-. the | removed., The imagination of th T
was, railway.building., Bu bgim l£ism'of 1847,it | chant was. fired.. Great quantiti e-Bfljl‘ish mery
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ki ol ™ certain | rapidly i y ! o e
B ek ey, b s |y i, Rosm s~ THOE o
conu‘nctsyund .o.ifl? ]gti Wori)h, and entering into | long wars, were “::t?]g(:gnmesf, Luporeidin o darken counsel. The bank is:so necessary & part shall expect too much. ® The community will ‘
: gations based upon :erroneous | ties they would gladly purcﬁge orv;l::z rf (t)tlllml:zdf; of modern trade, it is o great an object of interest ‘always find bankers to_their liking. In times of - ;
' en the por in a financial; panic, its systex of loans, issues and | prosperity all croakers are unpopuldr, and bank- |
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terprising’ and' dashing,’ we' ‘




528 COMMERCIAL CRISES.

ing croak.ers most of all. The popular banker at
s_uch a time is the one who accommodates mc;st
h_beral]y and is not too particular about his securi-
ties. He will draw’the largest train of customers
and make tl.m greatest profits, while his croakin

neighbor will have only a constituency of curg-
mudgeons and old fogies. A banker’s risks ar

s‘om_eyv.hat greater than a merchant’s, because hig
lu.xbllmes are payable on demand; thérefore bank-
ers ought to be more prudent than merchants
and, as a general rule, they are so. But they 01’(’3

upon those having a mixed curre o)
those h.nving an exclusively pn;:z’ :Ed ﬁpon.
The tulip crisis in Holland came at a tir:mn il
place where paper money was unknown ;‘Md
was a genuine crisis in England® in 1&92 hem‘
years before the banlk of England was establiy !:Wo ;
(Bnge.hot's Lombard Street, c. 6.) The cr{a‘.ed
1873 in f.he United States came during a prot'::“'o
suspension of specie payments, as did alsocted
) e I};“lr:)gvlés?h ctn&a lff 1811 and 1816. These fs,t:;:
iable to i i ; & 1hd ] e 1y
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el o e 1 St | ot T pesmern o e
mucl money trom . ort, cial world.—The single isi ;
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orwer 10, cwel et m;v dey have no occult | deemable lengl tender paper yWh o i"?’w
gt commun'!tl e]’)rosq.s.or to force | ment commences issuing such . e exed
o SR iy S | Sy e biotr bl i 2
s o e el e b will probably be followed by a second, and the
£ 108 G Max Dol SHED g o too .much second by a third, and isan messarytho
e t.hgel fung;%ﬁa:ve ml;en g bank, in ad- | consequence that prices ost? c%[;xm{)tdliii:snec
ing s vested with the power to iseue motes, 1 | et for che oxcess of ‘notes foroed g
g, in vemed w! D 7 or the excess of no k.
iy Yt 1o !C>ircula;‘;ﬂfqlﬁ_‘g&l?;mamount of gold }nunity by the govemm;?t’:(()lriﬁir:ggﬁnﬁe This Bt
o e LA, oo 1 notes will cir- | is sufficient in itself to incite speculati e
e e e p s om hand to hand | commonly there is a further incenti (;n. Moat ‘
g e e count;ar - o-;'y ezécess vsll“ come | by the government’s heavy purchzze grars. 3
SeBolanr il Ty re elrgp?on: any | goods it stands in need of, and g(memlssof !h!_)}
s e ot T counn?;e sgo B rom the | tion takes its start in the branches of ti'adepe(ilu'h-
PPWelrless either to add to or sub.tract af!:g:n :l:: 2111.1;}':1)' thise - o crisi:vﬂ;?; :
circulation of the ¢ i i ol o 4t
sy ng:xex;tgé 1-el§0r is thg case dif- I become utterly valueless, lnsgsgu:'eggenl;' rontsl an ks
i g elemn.l.)le in govern- | rency, the French mz‘yr;ata and th inental cur-
gy Ryl co;x:cse ve(si m'edeemab.le‘ southern confederacy did, or the ’ ;?;es gg s
ot gk eﬁge' , all the prin- | stored to gold value, as bank of )];}n lyd A
G e e ago : is the standard, | were in 1821, and as our own greenb gkMl roia
govers waen Eroanbacks ¢ ur: the standard. If.| December, 1878. Whatever may be [t‘fxesd‘;vem . :
e oAl R nmb;eally wanted, | consequent upon such pernicious meddli e
b il oo g it .e‘ public, lhq surplus | the standard of value, it is obvious th: tutll% e
o the cossy. Th o e 0‘;)15 eeloi(llxl; their efforts | not belong to the cate'goi'y of the true c?)mmey d&‘{
e oy aostasis ved fact, that, at crisis, which is a disturbance due to commem} 1
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that the aggregate of losses becomes so great gold. This

port the burden, and is cru
doctrine seems to be open to & ghort reductio ad

accumulated a year’s stock of goods, and that
everybody starts, as most people do start after
one commercial crisis has gpent its force, meas-

products of a country or of the world—that is, all
the wealth produced beyond annu
and seed—were collected together and burned on
the last day of every year, would any commercial misplaced.
crisis be produced thereby
merely remain in statu quo.
neither increased nor diminished, since only the
- gurplus of production had been lost; but,as nobody | panic.
would owe more than he could pay, there would
be no crisis. This i8 another instance of the
argument, post hoc, ergo propter hoc. The conver-

on rapidly in good times.” As the production
of wealth is rapid, means must be found for in-
vesting the surplus—the portion not consumed in
the process of production—and such seasons of | to a dollar
prosperity are always marked by the multitude
of new enterprises, such as railways, mines, fac-

land under cultivation. A great part of these
enterprises turn out to be premature and improvi-

purposes
well have been burned
had been burned at the outset, no commercial

(wheat, cloth, iron, etc.) into fixed capital has
one on at such a reckless and headlong pace

quirements
answer is, that nature has provided abundant

checks against the too rapid conversion of circu-
lating into fixed capital; for, if too much food | bullion or

ket, a portion of the community must starve and

go naked; if too much iron and timber are with- | ness transaction, fr

drawn, the requirements of everyday life will chase of &
impose such obstacles, in the shape of enhanced
prices, to the further conversion that it will be
sharply arrested. Finully, it is an observed fact,
that.a rapid increase of fixed capital is always
accompanied by a great increase of “circulating
capital.  J. 8. Mill doubts if a single instance
can be found to the contrary. (Political Economy,

book i., c. 6.)—A third doctrine, which has found | tremely doubtful whether any o
Scrope’s Tabular Standard of Value, for instance)

could command the assent of asufficient number of

more or less support, assumes that commercial
crises proceed from a sudden and spasmodic want

of confidence, and that if confidence could be | people at one time to serve

restored as suddenly as it was destroyed, all the | ment. What Wi
fact that goods and money must be equivalent to

each other in & healthy state of trade, and that

evil consequences would disappear. The want

of confidence which upsets commercial calcula-

tions and brings on a crisis is the disturbance or | any wide

rupture of a commonly received opinion that | o

fifty cents’ worth of goods are equal to a dollar in | an
34 voL. 1.— 84

eventually that the fabric of ifdustry can not sup- in high prices of commodities,
shed beneath it. ‘This | property, is gradually undermine
parture of gold to countries where it i8 rated at a
absurdum. Let us suppose that mankind have | higher value. The expo

metals is signalized by o rise of the exchanges
and of the rate of discount; and general uneasi-
ness ensues.

urably free from debt. Then, if all the surplus | money becomes BCATC
rises, till the weaker and more venturesome traders

al consumption | fail. Then the public discover all at once that
their *‘confidence” in the value of property was

Wealth would be | start of him and break the bank.
necessary to recount the usual features of &
Like other stampedes they are cruel and
destructive, and not amenable to argument, but
they are likewise of short duration. Banks and
other depositories of money are either broken at
sion of circulating capital into fixed capital goes | once by the onset O

i lieved from the pressure in & few days or weeks.
But ‘‘confidence” is gone. People no longer
Dbelieve that fifty cents’ worth of goods are equal

tories, buildings, ships, and the bringing of new | at such a time is me
posed falsehood. People have been confident at

certain times and places that clipped shillings

dent, perhaps wholly wasteful, and for all present | were equal to wh
the capital invested in them might as | was equal to silver.
at the outset. But if it | contrary, they were perhaps u
want of confidence, but history does not mention
crisis would have resulted. Itis contended, how- | that any efforts to

ever, that the conversion of circulating capital, | ticular ever met wi
of confidénce is well founded, as it always isin a

commercial crisis, there is no cure but a re-estab-

that there was not & sufficiency left for the re- lishment of the true par O

of trade. Hence the distress. The | money and goods.—Money is
which the vast mechanism of exchange revolves.

As slready shown, money is either gold coin and

and clothing are thus withdrawn from the mar- ing its potency the
whether for present or future execution,every busi-
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opinion, which finds its expression
labor and real
d by the de-

rtation of the precious

The outflow of gold continues,
e, and the rate of interest

Everybody will rush to his banker

? The world would | to draw out money, lest others should get the

It is not

f depositors, or they are re:

in gold. Nor is it possible that they

should so believe when once their eyes have been
opened to the real facts. ‘‘ Want of confidence ”

re inability to believe an ex-

ole ones, and that brass money
When they discovered the
pbraided for their

restore confidence in this par-

th much success. When want

f exchange between
the pivot around

something referable thereto and deriv-
refrom. Every commercial act,

om & government Joan to the pur-
jackknife, is expressed in money, is en-

forceable in money, is computable in money, and
not otherwise. It is not our purpose to consider
whether any better system can be devised and
agreed upon by mankind for gauging and estimat-
ing theif dealings with each other. No other has
yet been suggested that would not entail more evils
and inconvenience than it would cure, and it isex-

ther (Mr. Poulet

the purposes of experi-
e have to consider here is the

divergence from equivalency is a state

£ disease, which, when sufficiently prolonged
d aggravated, ends in convulsions.—Much has
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been written about the remedies for commercial
crises. There is no remedy except in the concur-
rence of mankind to keep-out of debtand to avoid
all temptation to make gain without equivalent
labor. Civilization is so interlaced with the credit
system that it is idle to talk of abolishing it. The
interests of mankind require that it should con-
tinue, even at the cost of its abuses and of the
miseries of an occasional crisis. The desire for
gain without labor, or of much gain with little
labor, is so universally diffused and firmly planted
in the human breast that it is equally idle to think
of uprooting it. Nor is it, upon the whole, a
thing which ought to be uprooted. Nine-tenths
of all the inventions and discoveries that have
advanced mankind from the stone age to the age
of steam and electricity have had their origin in
this desire. But while we may not hope, and
should not wish, to eliminate from the mental and

moral constitution of mankind those motives |.

which drive the commercial world now and then
into a state of crisis, much may be done to lessen
and mitigate the evil by diffusing correct knowl-
edge of the principles underlying these painful
phenomena. When the public shall be well in-
structed as to the genesis, growth and external in-
dications of an approaching crisis, each captain
of an industrial craft will be moved to take in sail
before the storm strikes him; and, if all captaing
take heed in time, little mischief will be done.
Speculation will be checked, prices will recede,
losses may be felt; but the cataclysm may be
avoided. At present, it must be admitted that
economists themselves are not sufficiently agreed
upon the fundamental principles of commercial
crises to command strict attention from the unpro-
fessional classes.—The literature of our subject is
not extensive. Among the works most worthy of
examination may be mentioned Max Wirth’s
Geschichte der Handelskrisen, 2nd ed., Frankfort,
1874; Le Marché monétaire et ses Crises, by Emile
de Laveleye, Paris, 1865; T'he Commercial Crisis
of 1847-8, by D. Morier Evans, London, 1849;
History of the Commercial Crisis of 1857-8, by the
same author, London, 1859; Les Crises Commer-
ctales, by Clément Juglar; and the article by the
same author in Block’s Dictionnaire de la Politique,
Paris, 1880; the History of British Commerce, by
Leone Levi, London, 1872. Tooke's History o
Prices is a mine of information, and the contribu-
tions of his co-laborer and literary executor, Wm.
Newmarch, in the Zondon Feonomist's Annual Re-
view, are extremely valuable. James Wilson’s
Capital, Currency and Banking (London, 1847),
contains important suggestions; indeed, nowhere
else can be found a more rigid analysis or sounder
conclusions upon the relation between prices and
the circulating medium. Mr. R. H. Patterson’s
Seience of Finance (Edinburgh, 1868,) gives a good
account of the London crisis of 1866, but the
views advanced by the writer are misleading.
Since the crisis of 1873 there has been an active
discussion of the subject in magazine articles.

COMMUNE.

that of Maurice Block (Za Crise Eeonomiquey §
the Rovue des Deutt Mondes, March 15, 1879, ¥y
Robert Giffen’s article in the Fortnightly Review
entitled ‘‘The Liquidations of 1873-6,” (repu]
lished in his volume of Hssays in Finance), and
recent article -on ‘Over-Production,” by My
George Chesney, in the same periodical, are gja.’
noteworthy. The house of commons’ report g5
the commercial distress (1848), and other parlig:
mentary inquiries, contain a great mass of ung;
gested material, as does also the evidence take
by the house committee on depression of labor
and business in the United States (1878-9), .
HoraceE WaiTE,

COMMISSION, Constitutional. (See Cox
STITUTIONAL CONVENTION. ad finem.) :

COMMITTEES. (See PARLIAMENTARY Law))
COMMON LAW. (See Law.) ;
COMMONS, Houseof. (See GREAT Bmm‘ng,

COMMUNE, Paris. The municipal author
ity in the city of Paris has been twice usurped—
once in 1792, and again in 1871, by an insurgen
power known under the name of the Commune
de Paris.—On Aug. 10, 1792, while the mob was<
invading the 'Tuileries, several chiefs of the
movement, presenting themselves as delegates of
sections, occupied the Hotel de Ville, and thére’
constituted themselves into a commune, with all -
the political and administrative attributes of a
government. The commune notified the national
assembly of its revolutionary existence, demand- 4
ing powers without limit, and the creation of an
extraordinary tribunal authorized to pass judg-
ment without appeal on the ‘‘crimes committed
on the 10th of August, and on other crimes and
circumstances relative thergto.” The commune
of Paris became all powerful under the influen
of Danton, Robespierre and Marat.—In vain did x
the assembly try to break its tyranny. It passed -«
a decree dissolving the insurrectionary commune,
and providing for the election of a new mumnicipal
council. The commune was the stronger: it
issued decree after decree; ‘‘it ordered that the
bells should be turned into cannon, and iron rai
ings into pikes; that the silver of the churches
should be melted down, and that wages and arms
should be given to the indigent; that domiciliary-"
visits should be made to discover arms and arrest i
suspected persons.” During this time the enemy
had crossed the frontier; in Paris, exasperation
had reached its height, and the leaders of the *:’#
commune took advantage of this to arouse the =i
vengeance of the people against the assembly an
the royalists. After hearing the news of the eap-43
ture of Verdun, on Sept. 2, the crowd rushed to
the prison and massacred about a hundred cap-.3
tives: priests, nobles, sextons, guards of the king,
whom the commune had arrested as suspected
persons.—The national assembly, which was

7

The most important contribution of this kind is

>

about to make way for the convention, was pow-
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_erless to repress those crimes. The convention

itself was obliged to reckon with the commune,
and to endure, side by side with itself, in the
capital in which it was in session, thisrevolution-
ary power which knew no government but
that of terror. The clubs, the feeling in which
found expression in the stormy meetings of the
convention, urged men on in the way of folly
and disorder. The commune, after having de-
stroyed, under the pretext of liberty, the political
and administrative hierarchy of the city, could
not fail to attack religion, which it looked on as
acreation of the old régime. It closed the
churches, turned Notre Dame into the ‘ temple of
reason,” and even published a decree providing
for the demolition of steeples, ‘‘ which, because
they towered over other buildings, seemed to be

: conflict with the principles of equality.” This
wasted till July 27, 1794 (9 thermidor). The com-
mune fell at last in consequence of a reaction,
which could not but be bloody. Robespierre,
Couthon, Saint Just and eighty-two of their col-
Jleagues, most of them obscure men, whom blind-
ness and revolutionary caprice had brought into
the commune, perished on the scaffold. The
commune of Paris left in history a memory so
odious that no one could have imagined it would
come to life again, with its name, its doctrines,

.itsterrorand its blood. And yet itre-appeared and

reigned anew in 1871. Our own generation has
Jooked on the Paris commune.—In 1871, asin
1792, the commune was born of a political revo-
lution, under the pressure of a great national
.«defeat in the presence of invasion. It took ad-
vantage of popular exasperation, and we may say
that it was guilty of every species of crime as
well as every species of folly. It had its clubs,
its proclamations, its vagaries, its suspected per-
sons, its massacres of prisouers, its hatred of re-
ligion, and the liberty, equality and fraternity
practiced in 1793. Perhaps, during its shorter
reign (from March 18 to May 24), it was still

- more cruel without being less stupid. The his-

tory of this lamentable period is written in the

- memories of men as well as in tombs and ruins.

It is useless to retrace its details; but it seems im-
portant to note the starting point of the commune
-of 1871, to seek in written documenis (he thought
which inspired its acts, and bring int5 bold relief
the pretended belief which it appealed to.—The
fall of the empire, on Sept. 4, 1870, left France and
Paris without a regular government. From that
moment revolution, ill restrained by improvised
authority, had free rein. Paris was soon be-
sieged by the Germans, and cut off from all com-
munication with therest of the country. History
will pay a proper tribute to the patient energy with
which the whole Parisian population endured this
rude trial; but it will also tell with what ease the
seeds of anarchy and disorder were scattered
about during the four months of the siege in the
great capital. The amnesty was far from calm-
ing the passions of the multitude, embittered by
the physical sufferings of hunger and cold. The
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people would not admit that they had been con- i
quered; they accused the signers of the capitula-
tion—which, however, was delayed as long as i
possible—of incompetence or treason. The entry " |
of apart of the German army into Paris was a
bitter humiliation to them, Later, however, when
intercourse with the provinces had become free,
and especially when the results of the elections to
the national assembly at Bordeaux were made
known, elections which seemed opposed to
Parisian opinion, a great part of the population
thought, that, after having been abandoned in
their distress, they were again betrayed in their
political aspirations. The decision by which the
national assembly established its seat at Versailles
also exasperated Parisian feeling, not only among
the lower classes, too easily given to excitement,
but also among the middle classes, who thought
their interest sacrificed and Paris decapitated. «
The regular army had been disarmed, almost dis-
solved; the national guard had preserved its arms,
and, under the direction of daring chiefs, the bat-
talions of the suburbs had taken possession of
the cannon which they had collected at Mont-
martre and Belleville. Disorder had paved the
way for revolution. In vain did the scarcely
formed government try, on the 18th of March, to
recapture by force the artillery which threatened
the city. The troops sent against Montmartre
were repulsed, or laid down their arms in the face

of the revolution; and two generals were assas-
sinated after a sham trial. In the evening the
whole government, and whatever regular troops
remained, removed from Paris by the order of
Thiers; a necessary measure, no doubt, but one
which gave up the peaceful population to the
mercy of the insurgents, and which could only
fill the measure of general discontent. In short,
Paris, barely freed from the Prussians, was about

to be attacked by the army re-organized at Ver-
sailles. A civil war began. By what series of
criminal instigations and deplorable misunder- .
standings was Paris again put in the condition of

a besieged place? How was it that a considera-
ble part of the population allowed itself to be in-
duced to join the revolutionists, or endure them? ) i
The story of this very complicated situation is a
long one. The communc of 1871 was, in a cer-
tain way, th@ result of a really marvelous accu-
mulation of events and incidents, of a combina-
tion of the most diverse elements, and, as has
been said, of a psychological state which at that
moment defied good sense and reason.—We might
believe, at first sight, that the commune move-
ment was determined by a desire to preserve the
republican form of government, attacked, as it
was said, by monarchical manceuvres, and to
acquire municipal independence in administra-
tion as in politics. These are merely pretexts
and poor excuses: the republican form of govern-
ment was not threatened at all in March, 1871;
and, at that very moment, the national assembly
was preparing to revise the legislation relating
to the condition of the communes, in a liberal
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papal bulls against Luther, which had only a
clerical effect by excommunicating him, Other
imperial outlawries sanctioned by the diet were
those against the elector palatine Frederick, king
of Bohemia, and his allies, in 1619, and against
the electoral princes of Bavaria and Cologne in
the war of the Spanish succession, on account of
their alliance with France in 1702, An attempt
to outlaw Frederick the Great of Prussia, at the
commencement of the seven years war (1758)
failed in its initial steps. Purely political acts,

without any legal proceedings, were the outlawry.

of the Baron de Stein, ex-minister of Prussia, by
Napoleon I, in 1809, and that of Napoleon him-
self by the princes assembled at the Vienna con-
gress in 1815, as also that of Gen. B, F. Butler
by the confederate states,

GUSTAVE KOERNER.

OUTLET. An outlet, properly speaking, is an
opening made for the sale of certain products.
We say that a merchant seeks an outlet for his
wares, when he is in quest of places where he
can sell them; that he finds an outlet abroad,
when his products are ordinarily sold abroad. To
open outlets to a country is to give it the oppor-
tunity of entering upon friendly relations with
other countries, which will afford it new avenues
of sale. Itwould seem that this subject does not
allow of any really economic development. But
J. B. Say has almost given us a theory of it. We
here reproduce his thoughts on the matter. They
have been approved and appreciated by all econo-
mists. — ‘“ As the division of labor makes it im-
possible for producers to consume more than a
small part of their products, they are ‘compelled
to seek consumers who may need these surplus
products. They are compelled to find what is
called, in the language of commerce, outlets, or
markets, that is, means of effecting the exchange
of the products which they have created against
those which they need. It is important for them
to know how these outlets are opened:to them, —
Every product embddies a utility, the faculty of
ministering to the satisfaction of a want, A prod-
uct is a product only by reason of the value
which has been given to it; and this value can be
given to it only by giving it utility. * If a product
cost nothing, the demand for it would be infinite;
for no one would neglect an opportunity to pro-
cure for himself what satisfies or serves to sat-
isfy his wants, when he could have. it for the
wishing it.  If this were the case with all products,
and one could have them all for nothing, human

ed; but I ask in turn, by what means does this
money come into the hands of those who desire

another product? The man whq, wishes to buy
must first sell, and he can only sell what he pro-
duces, or what has been produced for him. If:
the owner of land does not sell with his own,
hands the portion of the harvest which com& to
him by reason of his proprietorship, his lessee
sells it for him. If the capitalist, who has made
advances to a manufacturer, in order to get his
interest, does not himself sell a part of the manu-
factured goods, the manufacturer sells it for him.
It is always by means of products that we pur-
chase the products of others. Beneficiaries, pen-
sioners of the state themselves, whoproduce
Dothing, are able to buy goods only because
thimgs have been produced, by which they have

If it be with products that products are purchased,
each product will find more purchasers in pro-
portion as all other products shall have increased
in quantity. How is it that in France eight or
ten times more things are bought to-day, than
under the miserable reign of Charles VI.? It
must not be imagined that it is because there is

“of the new world had not increased the amount
of specie in circulation, gold and silver would
have preserved their old value; that value would
even have increased; silver would be worth per-
haps what gold is worth now; and a smaller
amount of silver would render the same service
that a very considerable quantity renders us, just
as a gold piece of twenty francs renders us as.
much service as four five-franc pieces. What is.
it, then, that enables the French to purchase ten
times as many things, since it is not the greater:
quantity of money which they possess?, The
reason is, that they produce ten times as much,

All these things are bought, the ones by the
others, More wheat is sold in France, because
cloth and a great number of other things are:
manufactured there in a much greater quantity.
Products unknown to our ancestors are bought.
by other products of which they had no idea.

unknown in the time of Charles VI. ), purchases.
with his watches, potatoes (which were also then
unknown). — So true is it, that it is with products
that products are purchased, that a bad harvest
injures all sales. Indeed, bad weather, which
destroys the wheat and the vines of the year, does.
not, at the same time, destroy coin. - Yet the sale

beings would come into existence to consume
them; for human beings are born wherever they
can obtain the things necessary to their subsistence.
The outlets opened to them would become im-
mense in number. These outlets are limited only
by the necessity under which consumers are to
pay for what they wish to acquire. It is never
the will to acquire, but the means to acquire, that
is wanting. — Yet in what does this means con-

of cloths instantly suffers from it. The products.
of the mason, the carpenter, the roofer, joiner,
etc., are less in demand. The same is true of the
harvests made by the arts and by commerce.
When one branch of industry suffers, others
suffer too. An industry which is Pprosperous, on
the other hand, makes others prosper also. —
The first deduction which may be drawn from.
this important truth is, that in every state the

sist? In money, we shall be hastily told. Grant-

more numerous the producers are, and the more

to buy? must it not be obtained by the sale’of -

profited. — What must we conclude from this? .

more money in that country now; for if the mines

The man who produces  watches (which were. .
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iofi is increased, the more easy, varied
prgd::s??il:) ;Jets become. In the places wh:'Ech
e duce much, there is created the substance with
prll:ich alone purchases are made: I mean value:
Z_Money fills only a transient office in this double
exchange. After each one has sold what he has
duced, and bought what he wishes to con-
gurgxe it i; found that products have always been
aid for in products. — We thus see that each has
Eu interest in the prosperity of all, a'nd that the
prosperity of one kind of industry is favorable
to the prosperity of all others. In fact, whatever
may be the industry to which man devotgs him-
gelf, whatever the talent which_he exercises, he
will find it easier to employ it and to reap a
greater profit from it in proportion as he is sur-
rounded by people who are themselves gaining.
A man of talent, sadly vegetating in a country
in a state of decline, would ﬁnd a tl}ougand
avenues of employment fOl"hlS facultlgs in a
productive country, where his talents. mlgh't be
used and paid for. A merchant established inan
industrious city, sells much largex: amounts than
one who lives in a country in which mfilﬂ'erence
and idleness rule. 'What would an active manu-
facturer or a capable merchnnt_‘fio in one of the
poorly peopled and poorly civilized cities of cer-
tain portions of Spain or Poland? Although he
would encounter no competitor there, he would
sell little, because little is produced the.re; whgreas
in Paris, Amsterdam or London, dmpm? the com-
petition of a hundred merchants like himself, h_e
might do an immense business. The reason is
simple: he is surrounded by people who produce
much in a multitude of ways, and who mak.e
. purchases with what they have produced; that is
to say, with the money resulting fl:om the sale Qf
" what they have produced, or with what their
land or their capital has produced for them. —
Such is the source of the profits which the people
of cities make from the people of the country and
which the latter make from the former. Both
have more to buy in proportion as they‘ produce
more. A city surrounded by a productive coun-
try finds there numerous and rich bu_yers H _and in
the neighborhood of a manufacturing city th.e
products of the country sell much better. It is
by a vain distinction that nations are clas'sed as
agricultural, manufacturing and commercial na-
tions. If a nation is successful in agriculture, it
is a reason why its commerce and its mamufg&
tures should prosper. If its manufactures and its
commerce become flourishing, its agricultm:e will
be better in consequence. A nation i§ in the
same position as regards neighboring nations that
a province is in relation to the country; it is inter-
ested in their prosperity; it is certain to profit by
their wealth; for nothing is to be gained from a
people who have nothing wherewith to pay.
Hence, well-advised countries do all in their power
to favor the progress of their neighbors. The
republics of America have for neighbors savage

this trade is of little importance, for these savages
need a vast extent of country to find only a
limited number of wild animals, and these wild
animals are diminishing every day. Hence,_the
United States much prefer to have these Indians
civilized, become ‘cultivators of the soil, manu-
facturers, in fine, more capable producers; which
unfortunately is very difficult of accomp!ishmex.xt,
because it is very hard for men reared in habits
of vagabondage and idleness to apply themselves
to work. Yet there are examples of Indians w'ho
have become industrious, I read in the descrip-
tion of the United States, by Mr. Wm‘den,‘th_at
the tribes then living on the banks of the _M}ssxs-
sippi, and who afforded no market to the citizens
of the United States, were enabled to purchase of
them in 1810 more than 80,000 francs’ worth of
merchandise; and probably they afterward bought
from them a much larger amount. Whence came
this change? From the fact that these Indians
began to cultivate the bean and Indmu_ corn, and
to work the lead mines which were within their
reservation. — The English rightly expect thaﬁ
the new republics of America, after their emanci-
'pation shall have favored their development, will
afford them more numerous and richer consumers,
and already they are reaping the hfirves:‘. of a
policy more in consonance with the mtelhgeqce
of our age; but this is nothing compared with
the advantages which they will reap from thc.am
in the future. Narrow minds imagine some hid-
den motives in this enlightened policy. But
what greater object can men propose to them-
selves than to render their country rich and
powerful? — A people who are prosperous sh?uld
therefore be regarded rather as a useful friend
than as a dangerous competitor. A nation must
doubtless know how to guard itself against the
foolish ambition or the anger of a neighbor, who
understands its own interests so badly as to quar-
rel with it; but after it has put itself in the way
to fear no unjust aggression, it is not best to
weaken any other nation. We have seen mer-
chants of London and Marseilles dread the en-
franchisement of the Greeks and the competition
of their commerce. These men had very false
and very narrow ideas. What commerce could
the independent Greeks carry on which would not
be favorable to French industry? Can they carry
products to France without buying her producfs
and carrying away an equivalent value? And' if
it is money that they wish, how can France acquire
it otherwise than by the products of her ;ndus-
try? A prosperous people is in every way favor-
all-ie to tll?le p}:‘osperity of the other. Could the
Greeks indeed carry on business with French mer-
chants against the will of the latter? And would
French merchants consent to a trade which was not
lucrative to themselves and consequently for their
country? —If the Greeks should become estab-
lished in their independence, and grow rich by
their agriculture, their arts and their commerce,
they would become for all other peoples valuable

i 11
peoples who live generally by the. chase, and sej
furs to the merchants of the United States; but

consumers; they would experience new wants, and
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have wherewith to pay for their satisfaction. It
is not necessary to be a philanthropist to assist
them; it is only necessary to be in a condition to
understand one’s own true interests. —These
truths so important, which are beginning to pene-
trate among the enlightened classes of society,
were absolutely unknown in the periods previous
to our own. Voltaire made patriotism consist in
wishing evil to one’s neighbors, His humanity,
his natural generosity, lamented this. How much
happier are we, who, by the simple advance of
enlightenment, have acquired the certainty that
we have no enemies but ignorance and perversity;
that all nations are, by nature and by their inter-
ests, friends of one another; and that to wish
prosperity to other peoples, is to love and serve
our own country.” J. B. 8av.

OVER-PRODUCTION. Over-production is a
term which is clear and simple as each man ap-
plies it in his own business, but which is liable to
be misunderstood when applied to the business of
the community. This combination of apparent
clearness and real doubt hag caused much con-
fusion and unnecessary argument; so that we
must begin with a careful analysis of its meaning
in various aspects. It is defined by Malthus as
occurring ‘“ when the production of anything is
carried beyond the point where it ceases to be re-
munerative.” Forinstance: a manufacturer owns
his plant, but depends upon credit for the pur-
chase of raw materials and the means of paying
wages. Now if his product brings the expected
price, it compensates him for all these advances,
and gives him his business profit in addition. But
a slight fall in the price of his product, from
whatever cause it arises, will sweep away his
business profit. This is the point where produc-
tion ceases to be remunerative. A further fall
will not only leave him without business profit,
but also without compensation for the wages he
has advanced, or without the means of paying
for his raw material; so that the more he has
manufactured the poorer he is forit. To him,
then, all production on these terms is over-produc-
tion. And to him the result is the same in its
main features, whatever be the reason for the
fall in price. He could have avoided the worst of
the trouble to himself, had he but curtailed his
production in time. — But if we go one step back,
and look for the causes which occasion this fall
in.price, we find that it may be due to any one
of three things: 1. A disproportionate produc-
tion of this particular article; 2. A hindrance of
any kind which prevents placing goods in the
most advantageous market; 8. A general fall in
prices. As regards its relation to the general
business of the community, the first of these
causes acts in a very different way from the sec-
ond and third; and it is to the first of these causes
that the name over-production is most properly
applied. The mistakes of Sismondi, Chalmers
and even Malthus in this connection arose from

the second and third causes as in the first. They
said that depression in individual branches of
trade arose from over-production in those branch-
es, and inferred that when phenomena of the same
kind were seen everywhere there was the same
kind of over-production everywhere. But this is
by no means the case. Disproportionate produc-
tion is one thing; failure to sell at the expected
price may be quite another. It may-look like the

mean very different things respecting the past
and future of the business community. Dispro-
portionate production is liable to occur at any
time in individual branches of trade. It is only
when it becomes much more serious than usual,
and is combined with other causes, that it is fol-
lowed by a commercial crisis. But the so-called
general over-production does not ordinarily occur
except in connection with a crisis, and there it is
a result rather than a cause. By keeping this dis-
tinction in mind we shall avoid confusing the
real partial over-production which usually pre-
cedes commercial crises, with the apparent general
over-production which is characteristic of their ad-
vanced stages. It is with the former of these that
this article mainly deals. — Disproportionate pro-
duction on a small scale, such as constantly oc-
curs in one or another branch of industry, read-
justs itself so easily as to occasion no harm except
a temporary one to a few individual producers in
that line. The capitalists see their mistake the
moment their business profits are swept away,
and use less capital in their business; the excess
of supply is quickly consumed, prices recover,
and the business -goes on as before. But special

extent of a public calamity, and special lines of
production are particularly liable to such mis-
fortune. When large amounts have been in-
vested in fixed capital, such as machinery, public
works, or, above all, railroads, such excess of
supply can not be quickly consumed, but exerts
its depressing influence for a long time to come.
And, on the other hand, when special lines of
production have been stimulated by a temporary
demand at abnormally high prices, as was the
cage in the iron business in 1873, and is liable to
be the case to a less marked extent in almost any
other line of manufacture, it will be found that
after the excess is worked off and consumed,
prices still do not recover anything like their for-
mer figures. 'Wethus have two types of business
liable to over-production; one because the excess
of supply is permaneng, the other because the high
price is abnormal. The history of railroad build-
ing on the one hand, and of iron production on
the other, furnishes the most striking instances of
these results, as well as the most complete statis-
tics for . our purpose. — Ever since the invention
of railroads excessive railroad building has been
a leading symptom of an approaching crisis, In
1887, it is true, the. system of railroads was not
yet far enough advanced to be an important fac-

their supposing that it meant the same thing in

tor, yet here we had the same kind of extrava-

same thing to the individual producer, and yet .

circumstances may aggravate the trouble to the
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gance in building roads dnd canals on borrowed
capital, and the same effects from it. It was in
England in the years preceding the crisis of 1847
that the railroad first assumed its importance as &
subject of speculative production. Of the work-
ingsof a railroad system capitalists knew very lit-
tle; but they went into the business with the same
blind confidence that their ancestors had gone into
South sea bubbles. And this reckless investment
of capital was encouraged by the blind belief of
legislators in unchecked railway competition as
an unmixed benefit to the public. 678 com-
nies—for the most part, it must be said, with
ridiculously short lines—applied for incorporation
in the year 1845 alone; and of these 136 were ac-
tually incorporated, 65 receiving the royal assent
in asingle day. And this at a time when the sys-
tem was in its infency. By the end of the year
1847 the estima:- value of the railways incor-
porated was more¢ than a thousand million dol-
lars, and a large part of this sum had been act-
ually expended, while most of the work was too
incomplete to bring in returns that could be used
in payment of interest. There is noneed, for our
present purpose, of going into the further history
of the crisis of 1847; in a community which had
been investing its capital thus recklessly, any
economic shock must needs produce the most
serious results. The crisis of 1857 is not so dis-
tinctly an instance in point. There was indeed
in many cases a sudden shrinkage of railroad
earnings and a marked decrease in railroad build-
ing—8,647 miles being added in the United States
in 1856, 2,647 in 1857, 2,465 in 1858, and only
1,821 in 1859. But this was hardly over-produc-
tion in its truest sense. The shrinkage came else-
where even more than here. There had been
speculation and extravagance everywhere, and
much property changed hands as values settled
down to a truer basis. But there was no useless
mass of lingeringly insolvent capital, almost no
disproportionate production that could not be
made use of in some way beneficial to the com-
munity. — Not so in 1873. For five years men
had been building railroads to an extent hitherto
unheard of.- High wages and prices had made
the real cost of construction great, and the extrav-

agant gpirit of those years had added other items

of expense. Only an abnormally stimulated trade
could enable them to meet their obligations and
furnish profit besides. But the panic of 1873 left
trade abnormally depressed; and many roads
were in no condition to meet their obligations.
Sooner orlater they had to reorganize; but before
this could be done they succeeded in doing a
great deal of harm to other people’s property as
well as their own. Onceregarding themselves as
insolvent, they felt exempt from a number of re-
sponsibilities that had hampered them. If they
could not get business at a paying price they
would get it at a price that did not pay, and force
competing solvent roads into non-paying rates.
Hence arose the railroad wars culminating in
1876, when the Grand Trunk and the Erie, then

insolvent roads, swept away the profits of the

Pennsylvania and the Baltimore & Ohio, and for

the time-greatly reduced investors’ confidence in

the New York Central. This is the typical effect

of over-production: the surplusisnot only in itself
unprofitable, but as long as it lasts will depress

values of everything with which it competes.

And the continued existence of such masses of
undisposable surplus may be regarded as a lead-
ing difference between the long crisis of 1873 and

the shorter one of 1857. —The extent to which
railroad over-production was carried is shown by
the figures in Poor’s Manual. In 1869 there were

built in the United States 4,615 miles of railway;

in 1870, 6,070; in 1871, 7,379; in 1872, 5,878; and
in 1873, 4,107: an average for five years of over
5,600 miles. In 1874 the number fell to 2,105, and
in 1875 to 1,712; for the five years succeeding
1873 the average was less than 2,300, or only
about two-fifths the previous. The figures for
France and Germany about the same time tell a
similar story. Not less striking are the figures
illustrating shrinkage of value. The ‘ Railroad
Gazette ” of Sept. 27, 1878, furnishes statistics on
this point concerning forty-five roads dealt in by
the New York stock exchange, and in soundness
presumably above the average of those in the
country. The aggregate value of these roads, at
their highest prices in 1873 (reduced to a gold
basis), was $567,000,000; at the lowest prices of
the same year it had fallen to $380,000,000; while
in September, 1878, it was still only $460,000,000.
Still more to the purpose are the figures concern-
ing foreclosures furnished at the beginning of
each year by the ““ Railway Age.” In 1876 there
were sold under foreclosure, (this term being ap-
parently used in a rather wide sense), 3,846 miles
of road, representing $218,000,000 of capital; and
in the four years succeeding, 3,875, 38,902, 4,909,
3,775, miles of road, representing investments
of $199,000,000, $312,000,000, $243,000,000 and
‘$264,000,000, respectively. One-fifth of the rail-
way investment of the country sold under fore-
closure in these five years of settlement! Whether
this has taught us its lesson remains to be seen.
Men have lost faith in unlimited railway com-
petition; but a specially pernicious form of over-
production is developed in the case of parallel
roads, built to sell rather than to operate; for
the sake, that is, of forcing the old road to
buy a controlling interest to avoid a railroad
war. The enormous increase of railways in re:
cent years (4,721 miles in 1879, 7,174 in 1880,
9,358 in 1881, 11,843 (?) in 1882) gives ground for
apprehension, even though this rate of building
is not likely to continue. —In looking at over-
production in the iron industry, variations in
price are even more striking than variations in
production., In January, 1871, the average
Philadelphia price of No. 1 pig iron was $30.50
per gross ton. From this time it steadily increased
till, in September, 1872, the month’s average was
$53.87. In December, 1874, it had declined to
$24, a loss of more than one-half in a littleover

K
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two years; and this decline on the whole continued
till November, 1878, when the price was $16.50,
scarcely one-third of what it had been in 1872,
even if we make allowance for the gold premium.
In Great Britain the same change was still more
marked. Scotch pig, which in 1870 had sold as
low as 494s., rose in 1870 to 145s., and in 1878
had fallen to 42%s., less than three-tenths of what
it had brought five years before. A similar
change was seen in America at the beginning of
1880, when iron, which in July, 1879, was selling
at $19.25, rose to $40 and $41, only to fall, three
months later, to $23. —The reason for these ex-
traordinary changes is to be found in the character
of the demand foriron. A demand for iron at
all often means a demand at any price, whether it
be for a railroad that can make no money till its
tracks are laid, or a factory that can make none
without new machinery. But the demand that
forces up the price is moderate in quantity; and
though the high rates may be submitted to by the
immediate demand, they may check the future
demand. Thus, those who have gone into the
iron business under the stimulus of high rates
find that the pressure was only temporary; the
extra supply, by the time they are ready with it,
no longer wanted; and in place of the readiness to
buy at any price, however high, comes an unwill-
ingness to buy at any price, however low. Just
this course of events is indicated by the statistics
of iron production. The American pig iron
product, which in 1870 had been about 1,859,000
net tons, and in 1871 about 1,905,000, rose under
the stimulus of high prices in 1872 to 2,855,000,
and in 1873 to 2,868,000 tons. But by this time
the fall in prices had been so marked that the iron
men checked production as best they might. In
1874 they reduced their product to 2,689,000 tons;
but in spite of this reduction and of the further
fall in prices there remained at the end of the year
796,000 tons unsold in the producers’ hands. The

further course of events is shown in the following |

table, compiled from figures in the report for 1881
of the secretary of the American iron and steel
association :

Average Tons
TYEARS. : Prlce? Tons Pro_dnc‘adf_ Unsold.

2,267,000 761,000
2,093,000 687,000
2,315,000 642,000
577,000 575,000

1000 142,000

From this it appears that in spite of diminished
production and prices it was not until 1877 that
they were able to reduce materially the proportion
of their product unsold. As soon as they began
to do this they were on a sounder basis; but what
this involved may be inferred from the fact that
out of 700 furnaces in-the United States -only
about 250 were in blast in the year 1877; and that
in the whole iron industry there was probably not*
a branch worked up to half the capacity which:
its fixed capital would admit. (For the statistics

of the same general depression throughout the
world, see ‘‘ Economist,” Com. Hist. and Rev. of
1878, supplement to March 5, 1879.) A repetition
of some of these phenomena has been seen in the
last four years; notably in the case of steel rails,
whose price increased from $42 per gross ton in
May, 1879, to $85 in February, 1880, but at the
end of the year 1882 had fallen to $39. There
was the same reckless investment of capital to
meet a temporary demand at high prices, and the
same impossibility of maintaining anything like
those prices when the extra supply was thrown on
the market. — Railroad production and iron pro-
duction furnish types of the two causes which
render disproportionate production a source of
lasting evil: in the former case, because the in-
crease of supply is permanent; in the latter,
because the high demand is only momentary.
The introduction of machinery is apt to produce
effects of the former character; the supply of
articles of fashion and luxury is subject to the lat-
ter. It was the combination of these two that had
a large share in causing the English crises of 1818
and 1825. Agricultural produce is less liable to
these disturbances than anything else, the excep-
tion in the case of cotton in 1837 and 1839 being
only apparent; the evil was due to speculation on
the part of cotton producers rather than to dis-
proportionate production of cotton. So in Eng-
land in 1847, when an exceptionally good harvest
was the occasion of a crisis, it was not because
there was more food than people had been in
the habit of demanding, but because to certain
individuals, who had speculated in the price of
grain, normal production meant ruin. Results
like these may occur when any combination
makes a speculative attempt to control production
and prices both. When such a combination is
powerful enough to form a monopoly, there is no
doubt that a check to production generally in-
creases their returns, the prices rising more
rapidly than the quantity diminishes. And, con-
versely, an increase of production, even under
their own hands, actually diminishes the gross
returns. If an individual extends his production
his gross returns are commonly increased. If a
monopoly extends its production the opposite effect
is quite as common. — We have hitherto spoken
of over-production only in the sense of dispropor-
tionate production. It was shown at the outset
that the same effect upon individual producers
might result from a failure to reach the right mar-
ket, or from a general fall in prices. The first

may be due to transportation difficulties, or to

tariff legislation; the second, to a contraction of
the currency; but by far the commonest cause of

both is & commercial crisis. It renders the credit

system so far inoperative that it is impossible to
place goods where they are the most needed; and

it 8o far increases the demand for ready money

instead of credit documents that it has the same

effect upon prices as currency contraction. It

may thus happen that the appearance of over-pro-

duction will occur as the result of a crisis even in
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lines where there has been no‘abnorm'a
sroduction, merely in consequence of dl?ﬂ(fulty in
doing business and in paying debts. This is what
hss given rise to the name and idea of gengral
bver-production. — For more extended thgorgncal
discussion of cert‘ain points, which the limits of

those

this ‘article do not allow, see Roscher, Political
Economy, § 215-217; J. 8. Mill, Principles of\
Political Beonomy, bk, iii., ch. xiv.; Francis A.
Walker, Political Economy, § 214-224; George

Chesney, Fortnightly Review, September, 1881.
ArTHUR T. HADLEY.

P

ACIFIC RAILROAD. (See INTERNAL I-
I proveEMENTS, RAILROADS.)

ER MONEY. If there be an experiment
w!g;:&hl’ha.s been scriously made and as to t'he re-
sults of which there can be no doubt, it is :che
experiment which demonstrates the chimerical
advantages and grave dangers of paper money,
employed as an instrument of productl'og. Never-
theless, numberless deceptions, the injury done
to public credit and national good faith, and the
ruins of the past, do not seem to have entirely
dissipated a dangerous illusion ; recent facts, as
well as the persistence of false doctrines, prove
this but too well; the human mind frees itself
with difficulty from the fatal influence ei'(erted
over it by the mirage of wealth acquired without
labor, of a pretended increase of capital called
into existence by the magic wand of credit, and of
a new species of alchemy which transmutes paper

* into gold. — Nothing, however, can be simpler
than the examination of this problem, and noth-
ing easier of solution. It suffices to know what
is the part played by money, to measure how lit-
.tle such an arbitrary creation as paper money can
do, and to understand its dangers. —Ours is not
the age in which the wealth of states was con-
founded with the possession of coin; money, the
great wheel of circulation, as Adam S{nith calls
it, preserves nevertheless, however, an 1Enportant
place in the economy of nations; it constitutes the
mechanism of exchange in the clearest and surest
conditions; it enables us to set a value on all prod-
ucts and services; it gievs activity to the crea-
tion and facilitates the distribution of wealth. Tt
is in fact owing to money that all are impelled to
the common work of the nation, and that the
result obtained is divided among those who have

contributed to it. It introduces a common lan-
guage into the operations of social commerce. —
But it is not a language of the imagination;
money is the sign and measure of values, because
it is their guarantee, because it represents a value
that is known, acknowledged and accepted every-
where. It is a universal commodity, while it at
the same time affords each country its local instru-
ment ¢f purchase and sale, and of remuneration
for both public and private services. —In our day
the fetters which cramp the international move-
ment of exchanges are gradually disappearing,
and a regular equilibrium may be estsblishgd to
adapt to the wants of each market the quantity of

money necessary for the transaction.of its business,
when this business preserves its character of pu-
rity, and does not degenerate into fiction. Let us
suppose, for a moment, that gold and silver alone,
without any mixture of fiduciary signs, are the
only instruments of exchange. As nothing pre-
vents the transportation of the precious metz.\ls,
they will always resume their level by going
where a certain scarcity of them assures them
greater advantage, and abandoning those places
in which an over-abundance causes their depreci-
ation. An admirable law of attraction governs:
them and proportions them to the useful services
which they are called upon to render, by oppos-
ing equally a sterile abundance and a scnr_cxty of
specie. The very force of things establishes a
weir for metallic wealth, which always falls into
equilibrium with the wants of circulation. — There
is a risk of the situation being modified from the
very moment that, in order to economize upon
the mechanism of exchange, an effort is made to
substitute for gold and silver artificial means
more or less ipgenious, and more or less sure, by
calling to its aid what is called the magic of
credit, whose power people are inclined to exag-
gerate. Two ways are open to reach this end.
By following one of these ways the movement of -
exchanges is simplified and the number of fxctual
payments reduced; recourse is had to thoseingen-
jous creations which render the actual interven-
tion of specie superfluous, or limited in a number
of cases, by means of bills of exchange, of open
accounts in the banks, of set-offs and tran;fers-f
or else circulation is accelerated in such a manner
as to increase the services rendered by each piece
of money. In this way we obtain an advantage
similar to that which two iron rails placed p.xirz?llel
upon the ground afford by the saving in friction,
which increases the traction. The same result is
obtained with less expenditure of force and capi-
tal, thanks to the economy and energy of the
springs set at work. Here all' is gain al_)d no
danger; such is the largest function of credit and
an inexhaustible source of fecundity. — But, _by
the side of these useful combinations, whose in-
fluence is too often ignored, we have the creation
of asign easy to manufacture, which costs next to-
nothing, and which is substituted in a greater or
less proportion for metallic money: we refer to
the bank note, which is called upon to act the part
of money, because it is or ought to be accepted in
business transactions to liquidate debts. —If this
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¢ floating b - i === g | or subventions, from the government. Dy emancipated in 1890. From 1880 a sum of 100,000
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§ Unclassified :
2
29
2
132 Vessels.

" Total horse power of engines, 26,067.

—The navy of Spain was manned, in 1879, by
14,000 sailors, and 7,083 marines, and commanded
by one admiral, seven vice and rear admirals, and
644 commissioned ofticers of various grades. The
navy, like the army, is recruited by conscription,
naval districts for this purpose being formed along
the coast, among the seafaring population. The
number inscribed on these naval conscription lists
of men between eighteen and thirty years was re-
ported to be 72,000 at the end of June, 1875. —
IX. Resources, Trade and Industry. Agriculture
is the most important branch of activity in Spain,
where there is reason to believe that, of 100 inhab-
jtants, 75 cultivate the soil. The land cultivated
comprises 1,150,200 hectares of irrigated land and
265,398,637 hectares not irrigated- The Basque
provinces and Navarre refuse all information on
this subject. It results from these figures, and
from those which may be assigned to the wooded

. -country, that there still remain about ten million
hectare: upon which human industry has not yet
been exercised. — The total imports and exports
of Spain were as follows, in each of the five years
1877-81:

Among the importing countries, Great Britain
and France stand first; but in exports, the former
holds the first rank. —The merchant navy of the
kingdom consisted, on Jan. 1, 1881, of 2,236 ves-
sels, of a total burden of 560,125 tons, comprising
347 steamers, of 233,686 tons. At the commence-
ment of 1860 there were 6,715 vessels, of 449,436
tons burden, and at the commencement of 1868
the number of vessels had fallen to 4,840, and the
total tonnage to 367,790, showing a decrease in
the eight years of 1,975 vessels, of an aggregate
burden of 81,696 tons. There was an increase in
tonnage, it will be seen from the preceding figures,
of 192,355 tons, in the thirteen years from 1868 to
1881. — The length of railways in Spain, on Jan.
1, 1880, was 6,550 kilometres, or 4,067 English
miles; and 2,000 kilometres, or 1,242 English
miles, were in course of construction. The whole

Cuba is divided into three provinces,the southeast
and central being the richest and most populous,
containing twenty-two cities and towns, and 204
! villages and hamlets. — BIBLIOGRAPHY. Nifiano,
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claimed on the west coast of Morocco. The total:
area of these possessions is 164,926 English square
miles. The total population, according to returns
mostly for 1877-80, numbered 6,399,347, - These
returns state the area and population of the
ous possessions as follows :

COLONIAL POSSESSIONS. Area. y Amat, Historia politica y parlamentaria de Es-
Eog. Sq Hiles. paiia, 8 vols., Madrid, 1860-62; Alfaro, Com-
1. Possessions in America : 0 pendio de la Historia de Hspaia, 8 vols., Madrid,
Borto Rico_..-1-21 17T 50 - 1862. F. M.
Total in America 46,770 SPEAKER. (See PARLIAMENTARY LAw.)
B h2|l Ppsaegsliong in
Caroline islands and m‘% SPEAKERS. (See CONGRESS, SESSIONS OF.)
Marvan island8.eeeeeeeeneanass 420
Total in Asta.n. oo Ean ?PEC’ULATION, in some form or other, has
3, Posseasions n Africa: ! . existed under every commercial system; but the
Fernando Po, Annabon, Co- forms under which it is now largely conducted,
resco, Elobey, San Juan..... 850 and the enormous extent of the speculative trans-
Total POSEESEIONS.oev .- ov. 162,926 . actions, are peculiar to the present age. It is with
° the discussion of these forms—their character,

their development, and their more immediate ef-
fects—that this article is concerned. (For the
more wide-reaching effects of the speculative spir-
it upon credit, business and production, see arti-
cles on CoMMERCIAL CRrIsgs, and on OVER-PRO-
puerioN.) — Until the present century the chief
fleld for speculative operations was furnished by
the difference of price of the same commodity in
different places. Mercantile profits were made by
buying in a cheap market and selling in a dear
one; and with the imperfect means of communi-
cating intelligence, and the slow and generally
hazardous means of transportation, such specula-
tions often involved great risks and offered the
chance of correspondingly high profits. But the
modern development of the postoffice, of steam
.transportation, and especially of the telegraph,
changed all this. Abundance in one market, and
searcity in another, was no longer possible except
on a limited scale or through artificial obstruc-

The population of Cuba, at the census of Dee.
1877, was distributed as follows: Whites, 764;164; 1
free negroes, 344,050; negro slaves, 227,902; ‘and"
Chinese, 58,400. -~ The number of slaves froms”
1870 to 1877 decreased by 186,000. But the‘total
number of inhabitants also decreased by 20,500-
during the same period. — Spain is the onty Euro-
pean state which still permits the existence of
slavery in its colonies. A bill for the abolition of
slavery in Porto Rico was passed by the nationa¥
assembly on March 28, 1873, while a bill for the
gradual abolition of slavery in Cuba was laid
fore the cortes in November, 1879, supported by
the government, The bill provides, that; on the.
promulgation of the law embodying it, all slaves
from fifty-five and upward shall become free;"tha
slaves from fifty to fifty-five shall be liberated
Sept. 17, 1880; from forty-five to fifty, in Septetn

of the Spanish railways belong to private com-

ber, 1882; from forty to forty-five, in 1884; from
thirty-five to forty, in 1886; and from thirty:$o"

= ® tions, The telegraph gives notice of the inequal-
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ity in its first beginnings; and, long before it can
reach an extreme, cargoes have:been diverted from
the full market to the empty one. Indications
which once could be seized only by men of
exceptional position and sagacity, are now the
common property of the whole business public.
— But the opportunities for men of exceptional
position and sagacity have been extended in
another direction more than they have been cur-
tailed here. The state of the markets at distant
places may be known to every one; but it is still
only the few that can foresee their state at distant
times. The information that has set narrow lim-
its to speculation in place has furnished the neces-
sary basis to an infinitely more important and
wide-reaching speculation in time. The differ-
ence in price between New York and Chicago,
apart from temporary disturbing causes, can never
be greater than the cost of carriage (in its widest
sense) between the two places, because we have in
the one place telegraphic information concerning
the markets of the other. If we had the same
certain knowledge of prices at future times, the
prices of goods to-day and a month hence could
not differ by more than the cost of holding those
goods for that length of time. It is, of course,
impossible to have such knowledge; and the few
who have the power to foresee or to manipulate
the course of the market are enabled to turn these
price variations to their own account. Before
the invention of the telegraph, such dealing in
futures would have been a blind game of chance;
now, there is just such a combination of indica-
tions and uncertainties as to give scope to business
talent of the highest order. Here lies the expla-
nation of what is peculiar in the speculation of
the present day. —In a healthy state of business
these variations in price are not very large or
rapid; often not large or rapid enough to make
speculative dealings pay the interest of the capital
required. But such a state of things is almost
always disturbed by a sudden rise in the price of

certain classes of goods, or perhaps by a general .

rise of prices. A sudden increase in the demand

or decrease in the supply of a particular article .

will produce the former result; inflation of the
currency, increased production of the precious
metals, or, sooner or later, the unrestricted exten-
sion of businesg credits, will produce the latter.
The holder of goods of the classes affected sees
himself nominally the richer for every day that
goes by, and with this apparent increase of wealth
comes & desire on the part of every one to hold
more goods and stocks, even if they have to bor-

row money to do so. This shows itself, not merely-

in the operations of the stock and produce ex-
changes, but in business speculations of every
kind; most of all, perhaps, in the extension of spec-
ulative production, which lies outside the scope
of the present article. This holding for a rise is
the form of speculation which presents most at-
tractions for the general public; and a speculative
mania is often developed which can only end in a

crisis. 'This mania may attach itself to particular
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lines of investment, as to tulips in Holland in
1634-8, to South sea bubbles in England in 1720,
to manufactures in 1815 and 1825, to the English
railways in 1846, or the American railways (among
other things) in, 1871-8. Often it may be more
general in connection with the indiscriminate ex-
tension of credit, as in the years preceding 1837
and 1857 ; or, worse yet, in connection with cur-
rency inflation, as seen in France at the time of
John Law’s bank, 1718-20, in the assignats of the
French revolution, or in our own recent experi-
ences; where every exporter or importer, and indi-
rectly, every business man, is obliged to be in-
volved against his will in speculation on gold. —
In such speculative periods, with unsettled and
generally advancing prices, the more prudent busi-
ness men are thus obliged to have recourse to con-
tracts for future delivery of goods at definite prices.
The builder can not safely make a contract for a
fixed sum unless he knows what his materials will
cost & few months hence. The cotton manufact-
urer can not arrange his basis of production and
scale of prices unless he knows what his raw ma-
terial will cost him from time to time. If aplanter
or cotlon factor agrees to deliver him his material
from time to time at determinate prices, the man-
ufacturer knows where he is likely to stand. Here
is a transaction, speculative in form as far as con-
cerns the broker, but in reality a defense against
the evils of speculation. The manufacturer knows
what he can probably afford to pay, the producer
knows for what he can probably afford to sell.
Of the unavoidable risk, each party takes the part
concerning which he can best judge, and against
which he can best protect himself This is an
exceptionally favorable case. The majority of
those who sell ““ short,” . ¢., who engage to deliver
goods which they do not hold, rely not so much
upon sources of supply which they represent, as
upon their judgment concerning the future move-
ments of the market. Yet even in this case their
influence may be healthful, and their work legiti-
mate. It has been said that the general public is
fond of speculating for a rise. Now, a man of spe-
cial training, and special sources of information,

can often see clearly where the general public
is mistaken, and by selling short at the high prices,

and obtaining the means of meeting his obligations
at the lower ones, may take advantage of the pub-
lic mistakes, and at the same time render a service
to the market in'steadying prices. As transac-
tions of this kind multiply, it is inevitable that
they should fall more and more into the hands of
brokers, and that these brokers should organize
exchanges for the purpose of more casily deal-

ing with one another. These last are of modern

growth. The germ of the New York stock ex-

change seems to have existed at the close of the

last century, but its regular organization dates

from 1817. The Chicago produce exchange is

scarcely thirty years old. These means of com-

munication have greatly facilitated bona fide trans-

actions; but, with their growth, gambling trans-

actions have grown up about them to such an ex-
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Prairie du Chien of 1865, North-Western of 1867,
d Hannibal & 8t. Joseph of 1881. Even in these

it is not always certain that the bulls make the
profits they appear to. For the time being they
extort enormous sums; but after the settlement
they find themselves holders of masseg of stocks,

which they have usually bought somewhat above
its normal figures; and the price at which they can
ultimately dispose of this stock is an important
. element in the question of their success. But
it is extremely difficult to carry a stock corner
forward to its completion. The Michigan South-
ern corner of 1865—apparently a very safe opera-
tion, since the cornerer was buying property which
be really wanted—was broken by an issue of con-
struction stock. So also in an attempt to corner
Milwaukee & St. Paul, and so twicein the history
of Erie. The substitution of preferred for com-
mon stock has had the same effect. A still com-
moner source of failure, which it is impossible to
guard against, is the treachery of individual mem-
bers of a cornering pool. — Corners in produce
are a growth of the most recent years; yet they
already exceed stock corners in frequency, and
still more in economic importance. - It is but a
short time since writers regarded corners in a
commodity like wheat as almost an impossibility;
so varied are the sources of supply, so apparently
impossible is it for one man tocontrol them. But
these writers had not foreseen the development of
short sales and paper contracts which should make
a temporary control of a particular market so
thoroughly effective toward securing this end.
The extent to which speculative sales of produce
have grown is almost inconceivable. The statis-
tician of the New York produce exchange testified
that nine-tenths of its dealings were purely spec-
ulative. The same fact is more strikingly brought
out by a comparison of the quantities of produce
actually brought to New York in 1882 with those
nominally sold.

tent as often to hide the bona fide transactions fr;
view. —The first step in this direction hag"
the habit of dealing upon margins; that is, f. e
making full payment at the time of the ;jm eni
gagement, but of depositing a sufficient gum tgél
insure the broker against loss by change in the ¥
price. It is hard to draw the line where atich*
transactions lose their bona jfide character; the g,
posit of a margin may simply be a convenient and
perfectly legitimate way of extending businesg
credit. But where the marginal idea is carrj
through the transaction, and settlement is effecteq
not by an actual delivery and payment, but by'a’
payment of the difference in price at the two pe-
riods, with no delivery at all, we have a complets
departure from the original character of the frans.
action. It is now nothing more than a wager on
the change of price of the stocks or goods in ques.
tion, somewhat cloaked under the forms of legit- g
imate business. In the next stage of speculation’
by ‘“puts,” “calls,” and ‘‘spreads,” even thes;
forms are cast aside. In the first of these a man
buys of a broker, for a small consideration, thg
right to deliver a certain quantity of stock ats
specified price within a specified time; in the sec.
ond, he buys the right to receive it; in the third,
he buys for a considerably larger price the right
of delivering or receiving as he may choose,’
They are thus, even in form, simply wagers on"
the price movement. — We have spoken of the
outside public as generally speculating for a rise, "
and the more practiced operators for a fall, ~Of"
course there are numerous exceptions to the latter;
and it is precisely these exceptions, when they
take the shape of corners, that make the most im-
pression upon the public mind. In its principles
a corner does not differ from any other monopoly.
An individual or a ring who once secure -the
whole or nearly the whole marketable stock of a
commodity, have, of course, the power to fix the" .
price as long as that state of things continues,
But in the case of ordinary attempts at monopoly
the buyers have usually the advantage of being
able to diminish their consumption for the time’
being, and to wait for the advent of competing
sources of supply. But the bear, who has sold
short, has neither of these advantages. He must
deliver a fixed quantity, and must do it within a
fixed time. He has no choice but to do that or
fail; and the operator who can control the supply’
of a stock in the market for a comparatively short
time can charge any one who has sold that stock
short any price up to what will drive him to abso-
lute failure. Just as it is the public fondness for
speculating for a rise that makes it possible and
profitable for the street to sell futures, so it is the
readiness of the street to sell futures that makes it
possible and profitable for large operators to éngi-
neer a corner. — In spite of the strong impression ., 8
that they make upon the public imagination, suc-
cessful corners in stocks are by no means so com
mon as is generally supposed. The important
ones in New York have been the Morris canal cor-

PRODUCE. Bales.

647,147,000

‘Petroleum

As compared with 1881 the increase in these spec-
ulative sales is probably more than one-third,
while the actual quantity of products deiivered
has, on the whole, diminished. In fact, flour
seems to be the only produce of first-rate impor-
tance which still maintains its non-speculative
character. The pretended sales of wheat for
1882, as our table shows, were more than fourteen
times the quantity received. The sales of cotton
were five times the entire crop,fifty times the whole
quantity received in New York, and two hundred
times the actual deliveries in the New York mar-
ket. In the oil business it has been even worse.
The recorded sales in November alone amounted

ner of 1885, the Harlem corners of 1863 and 1864, to nine times the entire stock in the country, or to
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1835 tiines the production for the month. (For a

fuller exhibit of these facts, see ‘‘ Public,” Jan. 4,

1883.) In Chicago matters are almost the same

—three thousand millions of sales on less than

four hundred millions of produce in 1882. In

Liverpool they are no better, in spite of more
apparent compliance with the forms of delivery.

A single consignment of a hundred bales of cotton
has nominally changed hands one hundred and
fifty times before sale for dona fide consumption.

When the whole amount available for the year’s
use in Europe and America has been less than
7,000,000 bales, the year’s contracts for future de-
livery have amounted to 80,000,000 bales. Thus
Liverpool has been the centre of cotton corners
in the latter half of successive years beginning in
1879, and seriously disturbing legitimate business.

Meantime we have had in America (usually cen-
tring in Chicago), the wheat corners of 1879,
1881 and 1882, the pork corner of 1879 and 1880,
and more or less successful attempts at many
others, scarcely less wide-reaching than these in
their effects. — The attempts to meet these evils
by legislation have had little success. Legislative
inquiries, like that of the New York committee on
corners, have proved abortive; enactments like
those of Illinois in 1874 have been inoperative.
Only to a limited extent have the courts been able
or willing to interfere, by making it impossible for
speculators to sue on their contracts. It was in-
deed held, in a few English cases in the early part
of the century, that a contract of sale for future
delivery of what a person does not now hold, was
void ; but in the business developments and ne-
cessities of the time it was of course impossible
to maintain that doctrine. It is now held, that
such a contract is valid if, at the time it was
made, either party intended it should be fulfilled.
In order that the court should regard it as a
gambling contract, it must be proved that neither
party regarded it as more than a wager on price
variations. But practically the courts do not
do much even within these narrow limits. Un-
less they are supported by the public opinion
of the boards of trade and similar organizations,
it is in the power of these last to inflict upon any
dealer who may have recourse to the courts, pen-
alties in the way of ‘loss of business facilities for
which he can obtain no adequate campensation.
Add to this, that the courts, as in a recent case in
Illinois, have oftén shown unwillingness to enter
upon the consideration of matters of this kind,
and we see how inadequate are the legal defenses
against the present state of things. — The difficul-
ty of dealing with the evils of the system is en-
hanced by popular ignorance as to just what the
evils are, and where they really lie; and by a pop-
ular prejudice, too often embodied in legislation,
against operations which are sometimes necessary,
sometimes beneficial, and at the worst only indi-
rectly responsible for the evils which have grown
up in connection with them. Of such mistaken
legislation a striking instance was offered in the

year1864, when speculation in gold was forbidden.
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The law, under the pressure of ‘public sentiment
at that time, was obeyed; but its results were the
very reverse of what the public had anticipated.

The event proved that gold speculation had been
a means of steadying the market; without it, gold |

rose 100 per cent. in two weeks, and then dropped
50 per cent. at the hurried repeal of the prohibi-
tion. 'What the speculators did for the gold mar-
ket was again seen in 1866, when they attempted
to keep the necessary stock of gold in the country

in view of the increasing European demand; but.

the treasury department, with less foresight, ex-
erted itself to counteract the rise in the gold pre-
mium which these speculators seemed to be pro-
ducing. It succeeded at the time, but at the cost
of a greater subsequent rise, which these specula-
tions would have largely enabled us to avoid. So
of the cotton speculators of 1868, who seeing the
mistake of public judgment, bought up the cot-
ton which we were exporting to Liverpool at a
very low figure, and, a few months later, sold at a
high figure to the manufacturers,who would other-
wise have had to reimport. They made fortunes
by so doing, and thus excited public prejudice ;
but the American public was in every way better
off for their operations. The planter obtained a
higher price than he could otherwise have done,
the manufacturer paid a lower price; the expense
of double transportation was saved; the specula-
tive difference of price remained in American
hands instead of going to Liverpool; and the
chief mistake made by the speculators, in point
of serving public interest, was in not carrying
their operations still further. (“N. Y. Nation,”
vol. vii., p. 85.)— That is a typical case. If a
speculator is simply aiming to forestall the move-
ment of the market, and not to manipulate it, he
undoubtedly confers a public benefit in so far as
he is himself successful ; and so great a public
benefit that no one need grudge him his profit.
His work tends to steady prices, to diminish the
difference between producers’ and consumers’
prices in a rising market, to break the shock of a
falling market. But it is almost impossible for a
speculator to resist the temptation to manipulate
as well as forestall price changes; and when he
succeeds in so doing, he increases just those evils
. which he would otherwise diminish, Tf he works
on a small scale, it may be by the circulation of
false rumors or the show of false appearances, per-
haps even by securing false management of the
property; if he works on a large scale, it may be
by securing a corner. — Corners in stocks can
hardly be & direct source of evil to the general
public. 'With produce corners it is different.
The investor can easily do without a particular
stock; he may be glad to take advantage of the
high price to sell it. But the consumer can not
even for a short time do without his food; and
a corner in wheat or pork may become a seri-
ous matter to him. A speculative monopoly of
this kind is probably no worse than any other
monopoly. Permanent monopoly of coal or oil
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corner in wheat. The former settle P
wrong basis. The latter unsettles stlﬁ::i;?fm %
their right basis. By preventing regulgr trq
portation, it prevents cheap tr&nsportatif)';; ¢ l;,‘ :
preventing regular export, it spoils our .fQ;éi
market. How far it actually disturbs the dgn
paid by consumers remains an open quegno
‘Witnesses before the New York commiiteelhn'
parently well informed and candid, diﬂereé
rectly on this point. The Liverpool cotton Gﬂmen-
are estimated to have temporarily raised the Prices
paid by manufacturers more than 10 Per_cent,
An able article by H. D. Lloyd in the “ Nortn
American Review” for August, 1888, shows how,’
in recent corners, flour, a non-speculative art;icle.
has varied more than 50 per cent., in sympm,h'
with the variations of wheat. It is not prgb,,‘m{
that this affects the consumer quite as badly g
would at first sight appear; the quantities sold
at the highest price are probably comparatively
‘small, and the shock is so slowly distributed among
the middlemen that before it reaches the masg of
consumers the reaction has already begun... With'
our present incomplete statistics of retail gales
we must reserve judgment on this point,, The'
gist of the matter is, not that a corner ig WOorsa’
than any other kind of monopoly; not necasaﬁly
that it is as bad as any other kind of monopoly; but
that, under the present system, men will undertake
a corner who could not undertake any other kind '
of monopoly. If there are ten times as many con-
tracts on a small wheat supply, operators can af-
ford to make ten times the effort to control tha
supply. If thosecontracts mustbe fulfilled within
a limited time, the operator has only to control
the supply for that time. A system of short ssles
makessuch a temporary monopoly possible, Each “
additional speculative contract is so much addition :
to its possible profits. — Besides the articles al-
ready referred to, see International Review, vol. .
ii., p. 818; Bankers' Magazine (N.Y.), vol. xxxvi,,
p. 808; Nineteenth Century, vol. x., p. 532. Rk
ArTHUR T. HADLEY.

SPOILS SYSTEM, The. This phrase desig-
nates a theory of politics and a use of official au-
thority—more especially that of appointment and
removal—according to which the merits of can-
didates and the general welfare are subordinated
to the selfish interests of individuals, factions or
parties. The range of this subordination is very
great. It extends all the way from the case of & -
party which, honestly holding none but its fol-
lowers to be fit for a clerkship, selects the bestof -.
them, but bars the gates of office against all others,
down to the faction leaders, who, excluding all
but their own henchmen, corruptly make promo-
tions for money, and promise places for votes; all = 2
the way from the great officer who, hardly con-. ..
scious of wrong, accepts for the party the offer-
ings of his subordinates, down to the official rabber!
who mercilessly demands the places or the maney
of those serving under him; all the way from the

may work more lasting injury than a temporary

head of a bureau or a department who requests
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Tnore clerks, that they may work for his party, or

- gerve as waiters or coachmen in his own family,

down to the legislators who vote appropriations
in aid of their re-election, and city aldermen who
bribe electors by corrupt contracts, and conciliate
thieves, gamblers and grog-shop keepers by wink-
ing at their offenses. — It is doubtless vain to ex-
pect that in politics there will ever be such unsel-
fish regard for merit and duty as to exclude every
shade of that system, and perhaps there will al-
ways be various questions as to the moral aspects
of which honest men will disagree. The limits of
the spoils system in its practical application at
any time can not, therefore, be precisely stated;
nor can we any more precisely state where the
merit system begins.* But it is, nevertheless, a
great advantage to have convenient phrases, which,
like the spoils system, and the merit system, distinct-
ly mark those extreme and incompatible theories
and methods in politics and administration of
which the people readily take notice for approval
or rebuke. In reference to these systems, all of-
ficers and politicians may be readily and usefully
classified. Which system does a great politician
or officer defend or practice? must always be an
important question. — The phrase ‘* spoils system”
appears to have had its origin in a speech made in
January, 1832, by ‘Mr. Marcy, of New York, in
the senate of the United States, in which (in speak-
ing of the politicians of his day, and especially of
New York politicians) he said, ‘ When they are
contending for victory, they avow the intention of
enjoying the fruits of it. If they are defeated,
they expect to retire from office. If they are suc-
cessful, they claim, as matter of right, the ad-
vantages of success. They see nothing wrong in the
rule that to the victor belong the spoils of the enemy.”
{Gale & Seaton’s Congressional Debates, vol. viii.,
part 1, p. 13825.)— The system of the pirate and
the highwayman, thus defended, had been for
some years growing in and poisoning our politics.
It was only this open and shameless avowal of it
which was original with Mr. Marcy. In the arti-
cle on TERM AND TENURE oF OFFICE some facts
are given tending to show that the earliest prac-
tice according to that system was in New York.
It was not unnatural that the first unblushing
avowal of it, at Washington,.should be made by
a senator from that state. Among the maxims of
‘Col. Burr for the guidance of politicians, one of the
most prominent was, that the people at elections
‘were to be managed by the same rules of discipline
as the soldiers of an army, that a few leaders were
to think for the masses, and that the latter were to
obey implicitly their leaders. * * He had, there-

* The phrase “ merit system ' was first used in Eaton's
#4 Civil Service in Great Britain," and it is sufficiently defined
by saying thatit1s everywhere the very opposite of the spoils
:8ystem, 1n both theory and method. The merit of a candi-
date, the merit of a bill or the merit of a policy are equally
the basis of all just claim for support. A system which
everywhere, in politice and official Iife, holds merit to be a
decisive test, must everywhere the public i
as paramount. Sucha system is as thoroughly democratic
and republican as it is thoroughly just.

fore, great confidence in the machinery of a party,”
etc. (Statesman’s Manual, vol. ii., p. 1139.) New
York has never lost the art, so aptly and early
taught by Burr, of making and running party
machines. Jenkins, in his ‘‘ History of Parties in
New York,” (p. 227), tells us, that ‘ before 1820
the spoils system had been so far matured in that
state, that Gov. Clinton, in that year, complained
in a message ‘ of an organized and disciplined corps
of federal officers interfering in state elections.””
Mr. Hammond, in his *“ Political History of New
York,” and speaking of its early politics, declares,
““that party spirit had raged in this more than in
any other state of the Union.” Mr. Van Buren’s
relation to the system appears in the article last
cited. The unparalleled abuses in past years at
the New York postoffice and custom house, and
the municipal, judicial and other corruptions as-
sociated with the names of Barnard, McCunn,
Tweed and Fisk, at the city of New York, have
made the consequences of a long and general tol-
eration of that system a part of our familiar his-
tory. Butit is dueto New York to add, that, dur-
ing the past decade, her citizens have done more
than those of any other state to arrest such abuses
and to substitute a ‘‘ merit system ” for a ‘“spoils
system,” both in her own administration and in
that of the federal government. — The politicians
and the office seekers readily comprehended the
spirit and opportunities of the new system which

Marcy announced The era had not long been,

closed, even among the enlightened nations, dur-
ing which the hope of plunder and spoils from
captured ships and cities had been regarded as
essential alike for securing enlistments gnd for
achieving victories on sea or land. Intense and
vindictive partisans, accustomed to treat their po-
litical opponents as both personal and public en-
emies, adopted with equal facility the reasoning of
Marcy and the war code of pillage and spoils.
Either in the heat of victory or the hope of gain,
they forgot or disregarded the fact, that the places,
the salaries, the promotions, the ‘profitable con-
tracts which they sought, did not belong to the
paxty they had conquered, but to the people, of
which they were only a part. A new force, com-
pounded in about equal proportions of corruption
and savagery, was soon made potential, alike in the
battle fields of politics, in the methods of elections,
and in the processes of administration. The proc-
lamation of the spoils system in the senate great-
ly shocked the better minds of both parties, and
alarmed the country at large. Neverthcless the
theory of the system (of which ‘“rotation in of-
fice,” in order to increase the spoils, was an im-
portant part) was, even Ry men in high places,
largely and rapidly accepted. In the debate in
the senate in 1835, upon the bill for repealing the
four years term of office act of 1820, Senator Shep-
ley of Maine, and Senator Hill of New Hampshire,
defended that kind of rotation which requires no
fault in an officer to justify a call for his removal,
and Wright of New York, following Jackson’s
first message, déclared such rotation ““to be a car-




