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WHATlaws d~ciuld co1lgre.s enact, regulating 
the coinage of silver a t  the present jlii~cture? To 
this question, nakedly put, I am obliged to answer 
that I do not lmom. The reason I do not know is, 
that I am not in possession of llie minute linowl- 
edge necessary to enable me to give n satisfactory 
answer to the question. It is extiemely necebsarp 
to the smooth and orderly course of business that 
the current dollar, when measured in ternis of 
b ~ u u a n  labor, should ~ a r yas little as possible 
from year to year and from generation to genrr- 
ation. If me compare tlle d u e  of the gold in a 
gold dollar with tlle d u e  of the sllver m a silver 
dollar, me shall find that the former, instead of 
being equal to or less tlian the latter, as it  \\as up 
to 1873. is twenty-fi~ e per cent greater. Talring 
gold as a standard, the value of the silver in a 
dollar has fallen twenty per cent. Taking silver 
as the standard, gold has appreciated twenty-five 
per cent. If the silver dollar is the least variable 
one, then siher coinage should be free, providecl 
that the proper quantity of silver is put into the 
dollar ; otherwise gold should be the standard. 
Thus the first question ~vhich incets us is whether 
the silver or the gold standard is the least variable, 
xvlren measured in terms of human labor. 

Kom, this is a question of fact, to be settled, not 
hy speculation or by abstract reasoning, I ~ u t  by a 
careful and exhaustive analysis of manufactures, 
prices, wages, and industry, not only in this 
co~mtry, but in the leading countries of the 
world. Without this analysis, nothing I could 
sap on the subject would be final. It would 
talre me a year, ancl would require help from 
a great number of experts, to make the ueces-
sary statistical investigation ; and I have not the 
time to do this. When consideriiig the in-oblem, I 
feel as if on board a ship in  a narrow channel, on a 
dark night, listening to a cliscussion among the sail- 
ors as to whether they shall steer to the right or 
left. If they ask me what they shall do, I answer, 
that the only way I see to proceed is to take sound- 
ings from point to point until they determine, as 
nearly as possible, where the middle of the 

channel is, and then to l'ollow it as rlosely as 
they can. 

Have J, then, no iuipression or views mbatevcr 
on the subject? I reply, that I have no viexvs so 
well founded but that I would like better ones 
before advising action. BIy impressions I am 
ready to give, with tlie pro\ iso that I retain the 
right to reverse then1 to-rnol~o.rv if any new 
light of a nature to change them is throxtn on the 
subject. 

Firstly, to begiu witli the subject in its nlore 
remote and general hearings, I am of opi~iion that 
a dollar coniposed of a fixed weight of either of 
the precious liletals will not serve the purposes of 
the world's business indefinitely. The increase 
of wealth must. it seems to me, malre gold more 
valuable, unless the supply is continually in-
creased. Without beinq able to  give an exhaus- 
tive invest~gntion of the subject, the impressioil 
which I ha7 e d e r i ~  ed frori~ statistical tables is, 
that the consumption of gold in the arts the 
world o\er is now fully equal to the annual 
supply, and 1s continually increasing. If the lat- 
ter is not increased. the former mill speedily 
exceed it, and then tbe stock of gold on lland, 
and available for money, will slov~ly diminish. 
The necessary result will be an appreciation lrarm- 
ful to the standard. 

Secondly, although I look upon zhis apprecia- 
tion as inevitable a t  some future tlmc, the weight 
of evidence seems to me to be ill favor of the 
view that it  has not yet cornmeiiced, or a t  least 
has not talren pl:~ce in a serious degree. It is true 
that this statement runs counter to the in~ l~res~ ions  
which one derives fro111 tables of pricps, and 
especially from the tables ~ubli ihed fro111 time to 
tirne by the London Eco~zon~ i s t ;but there is a 
defcct in these tables which has iiot been suffi- 
ciently taken account of. Tile prices ale m o ~ t l v  
those of metals, grains, ant1 other co~upara t i~  ely 

raw materials, 1111ich are made and sold on a 

large scale. Now-, tllc production of these staples 

has been enornlously increased in late years by 

the opening-up of nex7 sources of supl~ly, and the 

in\-ention of improved methocls of extraction and 

production. Besides, they represent but a small 

fraction of the total product of human labor. 

They cannot, therefore, afford us tlie required 

basis of comparison. 


What we should principally depend upon are 

those articles in whose production 1x0 great im- 

l,rovenlent has been made. We should also takp 




them in proportion to the quantitieb ~)roclucect or 
consnmecl. About a J car ago I made an approxi- 
mate cletermination of this liincl, with the follo~v- 
ing result : a certain collection of tlle necessaries 
of life, repre~enting a nearly fixed anlount of 
hnman lahor, hail the following ralues at  tlifFerent 
periods : '-

Iu iRT6 tht: colluction was worth $111.130 

L C  lRR(3 C L  U $ <  * .  0'3.27 

ci  1881 ,. .< , A  %, ioi.aa 

iLssuming that the absolnte T alue of thc aboj e- 
mentioneil collection of tlle nrcessayics of life, 
measured in terii~s of human labor, renrains in- 
~ar iab le ,and that it  is the standard dollar which 
changes ~ a l u e ,  then we see that the latter did 
redly appreciate between 1876 and 1880, but 
sliglitly depreciated between 1880 and 1884. 

Another test is afforded by the price of a honsc, 
because, taking it  altogether, it requires as l~luch 
lahor to build a house ilow as it (lid ten or twenty 
years ago. So far as I can l e a n ,  the cost of such 
a building is higher now t l ~ a n  it  was ten years 
ago, ancl has not diini~lished any lor several years 
past. I conclude, therefore, that I~ouse-builders 
in general can, on the average, earn as lnany 
standard gold dollars now in a clay as they eT er 
did. 

A third test is afforded by the rate of wages. 
Professor Radley 's 'Connecticut labor report ' 
sl iot~sthat in Coilnecticut the rate of wages was 
tlie same in 1883 as in 1880: hence Connecticut 
operatires earn as m a i n  gold dollars now as they 
did in 1880. 

UP to the g e r e n t  time we lxl-~e actually had 
the gold standaid, since the value of our silver 
dollars has been kept up to that standard by 
iestrictilig their coinage. Wcre we to make the 
coiilage of silverfree on tlie present basis, it would 
cause a sudden and disastrous fall of twenty pel 
cent in the standard. It is clear to ine that this 
should ilot be perrruitted. If any inore silver is 
coined, each dollar should contain a dollar's ~ r o r t h  
of metal, as measurecl by the standard wiiich has 
prevailed duling the past ten years ; that is, tlie 
dollar should contain about 520 grains of standaid 
or 468 of pure silver. I think all parties might 
well agree on this policy for tlle present. But 
they should all unite ill deinandiilg the creation 
of a go^ ernn~ent  commission, coinposed of men 
wholly above the ordinary influence of politics, 
to determine how the standard dollar is actual17 
changing when compared with human labor, and 
to nlalie linowi~ the results of their investigation 
from time to time. SIMONNEWCOMB. 

1 The table on which this i s  founded is given in my Priu-
ciples of political economy, p. 211. 

11. 
TIIE so-called ' silver question ' is one of the inost 

con~plicated ancl dificnlt issues in our politics 11ow 
pressing for solution. It has excited an inlnlenic 
amount of debate which has been partisan and 
ignorant, even beyond the ordinary run of political 
discussion. This arises from a n~uliber of circu~-n- 
stances, two of ~vllieh are especially important; 
~ ~ i z . ,(1) that the ilecision of the matter invulx es 
petnniary interests of enormous extent, and (2 )  
that some of the lnost important facts necessary 
to an intclligi~nt decision are not attaiilable by any 
means now rvitl~in our reach. The lark of accu-
rate knowledge has led illany to indulge in the 
n~os tunwarranted flights of fancy, while tlie feel- 
ing that one line of action or the other might in- 
terfere with vested interests has lent the personal 
element so visible in all debates on the subject. 

I car, do but little, in the space accorded me, 
loward discussing the question in its broader as- 
pert, ancl shall therefore liinit myself to a criticis~n 
of some of the most coniinoii arguments advanced 
by those who oppose the re-cstablisliment in this 
anil other countries of the so-called double stancl- 
ard. 

1. Tlie attempt is made, by those wllo oppose thc 
re-establishnient of the so-called double stanclartl, 
to cast a slur upon their opponents by representing 
them as qnaclis who desire to t ry dai igero~~s ex-
periments on the body of a lrealtl~y patient. This 
is very good rlletoric, but very poor science. It is 
only within about fifteen years that any general 
experi~nenthas been made in the cirilized world to 
substitute a single gold standaid for the so-callcd 
double standard. Since that time it ~ ~ o n l d  seer11 
as if there were but one phenomenon common to 
all civilized nations, and that is. conuizercial and 
industrial depression, - depression in ~vllich pro- 
tection and free-trade countries, republics and 
monarchies, small and large states, nianufactur- 
ing and agricultural communi~ies, have alike 
shared. Labor difficulties, agrici~ltnral ruin, com- 
niercial decay, forni the subject of numerous re- 
ports and commissions in all Enrol>can countries. 
I n  a word, the patient is not in  a herlltliy concli- 
tion at  all. I n  fact, it would appear, on a close 
examination, as it he were in a very bacl ivay in- 
deed; and it  is not by any means clear that his 
present sad state is l o t  greatly aggrax-ated by the 
attempt which the gold doctors ~iiade some fifteen 
years ago to discard the treatment which had 
prevailed in this sphere for centuries prerious. 
So far, then, from being open to the charge of 
wishing to mabe unnecessary experiments, the 
silver doctors rnay claim that they merely ask for 
a return to a course of life under which the in- 
dustry of tlie world had developed up to 1870, 



and from which the gold doctors persuaded the 
world to depart at that tinie, with the unsatis- 
factory result now before us. 

2. The attempt is also mthde to make the advo- 
cates of bimetallism in this country appear as 
favoring a breach of taith. This IS, of course, a 
serious charge, and is deserving of careful con- 
sideration. We began in this country u7ith the 
system of so-called double stanclard under which 
a man might pay his debts, either in gold a t  the 
rate of 24.73 grains of pure gold to the dollar, or 
in  silver a t  the rate of 371.23 grains of pure silver 
to the dollar. This plan contznued until 1834, 
wl~en the amount of pule gold was changed to 
23.20, and in 1837 to 23.22, silver remaining u11-
changed. I t  was expected, of course, that under 
this system the debtor would use tho cheapest 
metal, and would pay in gold or silver, according 
as it  was easier for him to get 23.22 grains of gold 
or 371.23 grains of silver in the for111 of dollars. 
This device was deliberately aclopted in 1794, after 
full discussion, as being calculated to further the 
rnonetary and industrial interests of the country 
by keeping up the supply of money. I t  was con- 
tinued n7ithout change until 1873. As a result of 
the change in valuation of the gold coin in 1831, 
i t  was cheaper for the debtor to pay his obliga- 
tions in gold than in silver ; and the latter metal 
disappeared from circulation, leaving a currency, 
so far as it was metallic, of gold alone, if we 
except the token-silver currency, which was a 
legal tender only to five dollars. 

In  1873 this option of paying either in gold or 
silver was taken from the debtor by a modification 
of our coinage laws. About the same time the 
aalue of silver began to fall. Under a metallic 
currency, this would have led to the paynient of 
debts in  silver, if the law conferring the option of 
paying debts in pither silver or gold had not been 
repealed in 1873. All debts contracted prior to 
1873 had been contracted under this option. This 
option was a part of the contract ; and the debtor 
had a perfect right to inter-con~plain if the la%%- 
fered to take it  away, and thereby practically 
increase the burden of his obligation. Legally 
spealring, then, the debtor had the righl to insist 
that he should have the option of paying in silver ; 
and all talk about the debtor trying to evade his 
obligations, or taking refuge behind the law, and 
therefore deserving reprobation, is not to the 
point. He is simply trying to clo what our laws 
encouraged him to do up  to 1873, with the idea 
that his taking advantage of the law would fnr- 
tller all interests in  the country by forcing a re-
courze to the cheaper metal when one of them 
became too dear. 

The case is still further complicated by the fact 

that the general demonetization of silver hastened 
its fall in price, thus widening the distance be- 
tween thc value of gold ancl silver. The creditor 
class pointed to this great disparity, which they 
had themselves increased by their influence in 
government, as a proof of the great injustice 
which would be dcne by continuing the option of 
paying in silver. The debtors answered, that, if 
they had been allo~vetl to exercise the oplion -vrrhich 
existed when the debt was contracted, this would 
have been done as soon as silver was the least bit 
lower than gold. and the consequent use of silver 
would have prevented its fall. The argument, so far 
as the case of creditor vs. debtor is concelned, ruay 
be considered about even. The creditor is always 
trying to induce the government to adopt a policy 
(i.e., to try experiments) which will increase the 
Lurden of existing obligations : and when any 
attempt is nzade to force the government to give 
up such a poliuy once adopted, the creditor i1,-
dulges in  much loud talk about the danger of 
experimenting with the currency, and interfering 
with vested interests, and frightening away capital, 
etc. The debtor takes the opposite ground ex-
actly ; and one may be set orer against the other 
with the remark that the money-lending class has 
never been so clistingnished for truth-loving or 
clisinterestedness, that we are justified in accept- 
ing their statement of the case to the extent ~vhich 
is characteristic of our indnstrial society. 

3. Looliing a t  the question from the stand-point 
of the permanent interest of society as distin-
guished from the inlmecliate relation of debtor 
and creditor, i t  is certainly not by any means 
proven that we have yet reached such a stage of 
econornic development as would enable us to get 
along with gold alone in our currency. A per-
sistent and continued fall in prices is the same 
disturbing influence in our social and indnstrial 
economy. whether it  come from a scarcity of 
gold or a contraction of credit ; to which latter 
cause some monometallists ascribe the late fall in  
prices. The attempt is made to cast a slur upon 
the ' silverites ' by calling them inflationists, as if 
to be an inflationist were the greatest of monetary 
sins. I t  would seem to be a sin of the same kind, 
and of even greater magnitude, to be a contrac-
tioniat, since a policy of slow contraction in the 
world's currency is certainly productive of far 
more harm to the world's economy than the pro- 
cess of slow inflation which might occur under 
the action of a so-called double standard. 

I t  is agreed by most economists that the ideal 
money mill be stable in value. Many economists 
think that by a double standard a greater fixity of 
value may be attained than by a single stanclard. 
The fluctuations may be rilore numerous, but will 



not beso great. A11 agree that we have not yet found 
an ideal standard in this respect. Every material 
which has ever been adopted as lnonej varies in 
value continually, either falling or rising, and thus 
causing a consequent shifting of property from the 
hands of one class to another, and practically pro- 
ducing the sarne results as a contlaction or infla- 
tion of the monev-supply. We must choose, then, 
hetween an appreciating or depreciating stanclard, 
between a policy of contraction or one of inflation. 
This is purely a practical question, and is one 
mainly of degree. A big11 degree of inflation may 
he rnore injurious than aloiv deglee of contraction. 
But as between a ten per cent contraction, for in- 
stance, and a ten per cent inflation, of the world's 
rrletallic currency at  tlie present time, I ha\ e no 
hesitation in giving it as my opinion that the 
forrner would be of enormou~ly greater damage to 
our modern society than the latter. This is, of 
course, a very different question from that involved 
in the contraction or inflatioil of the paper cur- 
rency of a single country. 

A systeiu of contraction, an appreciating world 
currency, ineans, under ordinary circumstances, 
a world-wide industrial depression. It means an in- 
creasing burden of debt, '<the cherishing of a for- 
tune nlade at  the expense of a fortune malring," the 
enconiagen~entof thenon-productive at  the expense 
of the productive classes, the injuring of those 
~vllolire by current lnhor for the benefit of those 
living on past labor, the giring to the past a firin 
grip on the throat of the present ; it means, in a 
word. stagnation of busines5, idleness and poverty, 
to the full extent of the influence of changes in 
the currency on tracle and industry. 

4. It is claimed that such an inflation of the 
currency as would result from a return to the 
tlonble standarcl would injure the wace-receiving 
class. There is little doubt that the laborers 
~voulcl be among the last classes in the conlniunity 
to adapt themselves to the inevitable change 
incident to an inflation of the currency. Wages 
would be among the last things to rise. Still there 
are worse things thail a failure of wages to rise 
correspondingly to rise in cost of living ; as, for 
instance, falling wages, and diminishing oppor-
tunity to receive any wages at  all, which has been 
rather a cl~aracteristic of the last dozen years the 
world over. 

5 .  It is sorrletimes saicl, that, if we are to go 
back to a double standard, me should a t  least taka 
the market ratio now prerailing, and increase the 
amount ot the silver in the dollar proportionally. 
This \vould not he advisable, for the siulple fact 
that it is highly probable that much of the present 
depreciation of silver, if we allow that it has depre- 
ciated at  all, is owing to the fact that it  has been 
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cliscardecl from the circulation. Restoring it  to its 
old place by the side of gold will tend to restore 
its valne, and to adopt the ratio now prel-ailing 
mould be lilrely to prove a gross mistake. Neither 
a clue respect for pecuniary obligations, nor a 
proper regarcl for the facts of history, would allow 
any such compromise. 

6. Finally, we may say that the whole question 
is discussed too much from tlie supposecl iinmediate 
effect of a restoration of silver, and not enough 
fro111 its permanent tendencies. It is claimed that 
a return to a double standard will end in a coin-
nlercial crisis, in which values will be enormously 
disturbed, and the whole industrial world will be 
t l~rown into confusion. Even if this be granted, 
it does not by any means prove that we should 
not return to the old system, since the evil effe~ts  
of continuing the present policy nlay be infinitely 
greater. Htagnatioil of business, increase of bur- 
dens on the procluctive classes, by a con~inued 
appreciation of debts, are lilrely to prove more 
ruinous by far to national welfare than the specn- 
lation, disturbance of 1-alne, and scaling of debts, 
incident to the comparatively slight inflation 
wllicll ~roulcl follow a restoration of the silver 
standard, even at  the old ratio, provided it werc 
general. E. J. J A W E ~ .  

1. ITwas supposed by many people that the act 
of Feb. 28, 1878, by the teims of wliich the pres- 
ent coinage of silver dollars is continued, would 
1ret.p up the price of silver, which by that year 
hacl fallen from the old and norinal price of about 
60d. per ounce (English standard, 37-40 fine) to 
52 9-10cl., inclicating a change in the ratio of gold 
to silver from about 1:13.5 to 1:17.92. Of rourse, 
the Bland bill was not passed iolely by congress- 
inen who had this opinion,' since it was also aclro- 
cated by inflationists and sill-er-owners. But I pro-
pose to address those who, without any imprope1 
or pecuniary interest involved, believe that the 
use of silver on a large scale by the United States 
is desirable. These are honest people, and deserve 
something else than invective. They believed 
that the action of the United States would aicl 
somewhat in restoring the valne of silver, anil 
they felt, and still feel, that the disuse of silver 
was a great calamity to the vast world of inelustry 
here and abroad. 

Now, what has been the effect on the valne of 
silver, of the coinage of $24,000,000 a year by the 
United States since 1878 ? Has it raised the value 
of silver ? No, not in  the least. On the contrary, 

1 I have give11 somewhat ful ly the reasons whichbrought 
about tile passage of this not, in my History of bimetallism in 
the  Unitcd States, chap, xiii. 



silrer has continued to fall in price since our legis- 
lation, until i t  is now perlilanently selling a t  as low 
a price as has eyer been recoided, e\ en in  the excel>- 
tional period of July, 1876. The lomest point ever 
reached in tlle silver panic of 1876 for a few days 
was 46 3-4d. per oul~ce ; but since September, 1885, 
it llas steaclily rerriained about or a little below 
that point. In other worcls, eilrer has fallen about 
eleven per cent more since the act of 1878 as 
passed. Tlie supposed effect of t l ~ d t  legislation, 
then, llas never been j~roduced, ancl the act ought 
not to be retained on the grotuid that the coinage 
of $24,000.000 a year can prevent the decline in 
tlie value of silber. 

2. I t  will be iaid, however. by some, that this 
decline in tlie price of silver is a drcline relatively 
to gold alone, and that since the I alues of articles 
o t h ~ ithan iil>er have also fallen, relatively to gold. 
since 1873, we must tleclare that the value of gold 
has increased, and that the value of s i l ~  er Elas not 
fallen. Now, no one can deny, that, when gold 
prices fall, the value of gold is increasd : that 
has happened even when the supply of gold was 
rapiclly increasing, as in the panic year of 3837. 
But 1cannot tllinl< that there is any e~~idenceto 
show that the fall of prices since 1873 lras heel1 
due to the scarcity of gold, as has been asserted. 
If gold has greater pmchasing-power owing to a 
fall of prices, that does not necessarily iruply any 
col~clusion whatever as to the scarcity of gold for 
thr  uses of wade. To say that, because prices rise 
or fall, there is a greater or less quantity of metal- 
lic nioney capable of being used, is, in illy ol~inion, 
to coinlnit a grave econoinic error. I t  certainly 
overlooks the practical business habits of the com- 
mercial \vorld. While inlpossible to offer full 
reasons in so brief a paper in favor of my position, 
I can a t  least outline my ideas in a general way. 

3. Prices at  any given time are quite as much 
the result of creclit as of tlle quantity of metallic 
money. A.s J. S. Nil1 said, " I n  a state of com-
nierce in whicll much credit is habitually given, 
general prices a t  any nionient depend much rnore 
upon the state of credit than upon the quantity of 
money." When credit in its various for~ns is ex- 
panded in a time of comniercial activity just pre- 
ceding a crisis, we all know to what great Ileights 
the prices of almost all articles can be carried. 
Purchasing-power in any form, whether rnoney or 
creclif, is used to buy goods, and is not caused by 
tlle existence of a few speculators, but by the state 
of niind throughout tlle community. And we 
know also, that, when the crisis conies, prices fall 
irrespective of the quantity of nioney. Of such 
changes, l~owe~*er, an objector might say that they 
are temporary, while the fall of prices since 1873 
ltas been so prolonged that it cannot be due to 

temporary causes. Rut varieties of credit-de-
vices, by \\-hich goods are exchanged against each 
other mitliout the use of n~etallic (or even pal~er) 
nioney, continue in permanent use. I can only 
niention one of these by way of illustration, -the 
check systeni. Receiring $10,000 in nloney, as 
a manufacturer of cotton goocls, 1 deposit it to 
nly orcler in a i~anlr. When I want to pay 
B for raw cotton. I spnd him a check for 
$10,000. B now owns the right to draw the 
cleposit, and he pays C by a checlr for $10,000 for 
machinery ; and D and E follo\\~ the salne methocl 
of payment. During this procedme no nloney 
has been drawn, hut the deposit served as the 
I~asis for transactions to the amount of, perhaps, 
$50,0d0 or more. Tlie chcsck, as a credit-device, 
was purchasing-l)ower, and, wlren offered for 
goods, affected prices as much as the offer of 
gold would have (lone ; and, as transactions in- 
crease with the giou~t11 of- wealth and population, 
goods are exchanged for each other without the 
use of money by such de\ ices as tlle check and 
clearing-house system, through the aid of banks, to  
a surprising amount. In  New Porli alone, goods 
are exclranged for each other annually through 
the clearing-house, of a ralue much greater than 
that of the whole national debt of the TJnited 
States (the sun1 exclusive of clearing-house bal-
ances, which are paid in inoney), without the use 
of a single cent of nioney, either gold, silver, or 
paper. This shows, briefly. h o ~ v  absurd it is to sup- 
pose that the amount of golcl ought to increase in 
proportion to the increase of poj,ulation or wealth : 
for in prosperous years the clearings increase : 
that is, the more the goods to be exchanged, the 
more the system is used. 1cannot have space in 
this paper to discuss this in full, nor refer to the 
prevalence of tlie systeni on the continent of 
Europe. 

What I wish to illustrate is, that the level of 
prices depends, not solely on tlle quantity of 
money, nor on credit, but on both conlbined, and 
that a change in prices does not imply a change in 
tlle quantity of money. I have referred only to 
cl~eclrs. There are many other forms of credit 
in constant and general use, such as bills of ex-
change, paper money, and book credit (or ' trust,' 
as it is sometinles called in retail buying), and 
ali have a great influence on prices. If prices 
fall, that single phenomenon, therefore, does not 
convince me that gold is scarce ; and I do not see 
how it can convince anyone else. 

4. There is goocl e~~idence, moreover, to sho~v, 
that, in the period wlien it n a s  clainled that 
gold was appreciating because of its scarcity, 
there was no lack whatever o i  gold. This is to be 
found in the rate of tliqc.ount a t  t l ~ e  Saiilc of Eng- 
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land and at the great banks of the continent. As 
every banker knows, whenever there is an evident 
disposition to draw gold from the bank reserves 
of Europe, the withdrawals of specie lower the 
proportion of the reserves to the immediate lia­
bilities (which are, except at the Bank of France, 
chiefly deposits). This alteration requires such an 
increase in the rate of discount as will ward off 
some of the demands for new loans, and allow the 
stream of matur ing loans to fill up the reserves. 
The rise in the bank-rate is an evidence of a fear 
tha t the gold reserve is too low, or may fall too 
low. The London financial market is the chief 
one of the world, and the Bank of England rate is 
its sensitive barometer. W h a t were the facts ? In 
the four years from 1874 to 1877 (inclusive), during 
which year silver fell so exceptionally, the rate of 
discount at the Bank of England averaged 3 1-8 per­
cent. There was no evidence whatever of a diffi­
culty on the part of any great bank in keeping a 
plentiful supply of gold in its cash reserves ; and 
yet during this t ime Germany was supplying her­
self with $400,000,000 of gold to carry out her cur­
rency reform, and France was accumulating about 
$180,000,000, in addition to her previous stock, in 
order to resume specie payments (Dec. 31, 1877). 

I t may be said in reply that the rate of discount 
does not depend on the supply of money, but on 
the supply of loanable funds. This, in the long-
run, is t rue ; but if, during this period, there had 
been any scarcity of gold, any deficiency of the 
quanti ty in comparison with the demand for it, it 
is inconceivable tha t during the process of i grasp­
ing ' for it there should have been no serious 
change in the rates of discount. 

5. Not only does there appear to be no evidence 
of a scarcity of gold since 1873, as shown by the 
absence of any difficulty experienced by the banks 
in collecting and keeping sufficient reserves (while 
in the United States never in the history of the 
national banks have they held larger gold reserves 
than of late), but the facts of the production of gold 
since 1850 give every reason to suppose that there 
is an abundance now in existence. The facts of 
production may be briefly summed up as follows: — 

[000,000 OMITTED.] 

Period. 

1493-1850 

1851-1883 

Total 

Gold. 

$3,314 

4,233 

$7,547 

Per cent. 

43 9 

56.1 

100. 

Silver. 

$6,742 

2,318 

$9,060 

Per cent. 

74.4 

25.6 

100. 

I t will appear from this that in the 33 years 
since 1850, and to 1884, not only was the produc­

tion of gold equal to all tha t produced in the 358 
years from the discovery of America to 1850, but 
it was even greater by almost a third. And it is 
more than probable that the existing stock1 in 1848 
was not only doubled, but one-half more than 
doubled. To 1840 the annual production of gold 
was about $14,000,000, roughly speaking ; in 1841-
1850, $38,000,000 ; while in 1881-1884 it averaged 
about $100,000,000. In the exceptional years be­
tween 1850 and 1860 the production was greater 
than it is now ; but it is still two and a half times 
what it was in 1848. 

In short, there is not the least doubt in my mind 
that this very abundance of gold was the cause of 
the fall in the value of silver. Both metals being 
in use for money, when the better became more 
plentiful, it drove the poorer out of use, — just as 
steel rails are driving out iron rails on our railways, 
— because gold is a better and more reliable tool of 
exchange than silver. On the ground, therefore, 
of a scarcity of gold, there is no reason whatever, 
in my opinion, why the coinage of silver should 
be continued. The theory tha t there is a vacuum 
created by the lack of gold, and which must be 
filled by the coinage of silver in order to prevent 
prices from falling, is certainly not tenable. 

6. The fall of prices can be explained by causes 
wholly independent of the quantity of gold in 
existence, and connected with the contraction of 
credit, the fall of profits due to increased compe­
tition in certain branches of industry, large pro­
duction, and the introduction of new processes and 
improved machinery; and, unless it were absolutely 
certain that the silver men were correct, it would be 
a bold and unwarranted act of theirs, on the basis of 
a mere fanciful supposition in regard to the dear-
ness of gold, to experiment on the finances of a 
great country when a blunder might involve disas­
ter to our whole business prosperity. To lead us 
to a single silver standard, on the mere theory that 
gold has < gone up, ' is a piece of statesmanship 
which should be treated with unequivocal con­
demnation. Even before we come to the single 
silver standard, the uncertainty in regard to wha t 
the future may bring forth, caused by the eontmx 
ued coinage of silver dollars, is injurious to all 
legitimate business calculations. Uncertainty and 
distrust destroy all initiative. The silver-money 
doctors are dealing with a very complicated organ­
ism, and, if their diagnosis is incorrect, persistence 
in their rude treatment will be of serious damage 
to the financial body. 

J . LAURENCE LAUGHLIN. 

i Newmarch estimates the existing stock in 1848 at $2,716,-
000,000 of gold, and $3,880,000,000 of silver. Such estimates, 
however, are only of the nature of guesses: there is noth­
ing accurate about them. 


