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no virtue except as it allows the division of labor to be carried
out. Its sole function, economically, is to enable each species
of wealth, each article known to the market, to be produced
in the place and by the person where and by whom it can be
pr duced to the greatest advantage,

160. The Economic Funection of Money.—In its function
of bringing producers and consumers together, exchange dis-"
covers the need of the great agent of which we are about to
speak—Money. Just as the occasion for exchange arises out
of the fact of the division of I:ll‘rlll‘, and as the economic
efficiency of exchange is limited to that occasion, so the need
of money arises solely out of the fact of exchange, and the
economic efliciency of money is limited strictly to the oceasion
for exchange. The interests of a community require as much
exchanging as will secure that division of labor which will
achieve the highest ].1'anm-7i\'<-|1r.~s of land, labor and (';llritfll :
and they require no more exchanging than this. They require
as much money as will enable that amount of exchanging to
be effected with the least effort and with the greatest assur-
ance of a transfer of real equivalents ; and they require no
more money than this. No economic efficiency other than or
beyond that indicated, can justly be attributed to money.

But how does money facilitate those exchanges which it is
for the interest of society to have effected? Just what is the
function of money ?

161. Double Coincidence in Barter.—Money facilitates
exchanges by dispensing with' that double coincidence, of
wants and of ]ul:-\'(’.‘"i“ll?‘, which barter, i., e. exchange without
the use of money, involves. We have seen that, so far as the
division of labor is carried out, men cease to produce all or
even the greater part of what they wish to consume. Pro-
ducing that which they can produce to the best advantage,
they look to others for those particular articles which are re-
quired for the supply of their individual wants. The producer
and the would-be consumer of each article, therefore, must get
together, somehow, or else the wants of the community will
remain unsatisfied.

But that each producer for himself should find some person
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who has what he wants and at the same time wants what he
has, would involve vi ry roundabout exchanges, oo upying a
great deal of time, and occasioning muc h delay and frequent
disappointments. The bootmaker who wanted a hat for his
own use might find many persons who would be glad to get
pairs of boots, but had no hats to give in exchange, and sey-
eral persons who had hats, indeed, to sell, but were alre :u]_\'
supplied with boots, before he foun | one person who both had
hats and lacked boots. And, moreover, when that person

were found, a further d 1ld ]-!‘-‘it]'.‘\ arise from the

failure of an exact equivalency between the two articles to be
exchanged. A pair of boots might be worth more than a hat ;
perhaps three pairs of boots might be wort our hats. Yet
the bootmaker wants but one * the | er wants but one
pair of boots. Things would soon gt into a fearful muddle,
this way.

But if, by general c 1al or implied, the producers
of the community should hit upon ont ticle which they
would all agree to take in exchange for whatever they wished
to sell, a vast saving of tin nd labor, of annoyance and dis-
:t[-!n--E:J:tw:.:.' ould be effected, especially article so taken
should be one, sav, _susceptible of minute division, with-

out loss of u

162. Money, the Medium of Exchange.— What shall we

call the function which the whe uld in this case perform?

Clearly it 18 something altogetl beyon id in addition to
its ordinary natural function, as wheat, which is simply to be
made into flour, to be, in turn, made into | ] In the use
propose d, the wheat woulc rve another purpose, What shall
we call that purpose ?

The function performed by the wheat, in the instance given,
1s that of a Medium « Exchangi ignificance of the
{ in the fact that the

wheat becomes an intermediate thing in the commerce between

word medinm, in this connection, 1

the I.rmlu.-. rs and the consumers of ' ind of eve ry :lr!il‘lt‘.
used for food, but 8

means to an end, which end may be boots, or hats, or gros
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ceries, or what not, The who takes wheat for what he
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has produced may already have more wheat than he could eat
in a year. He does not take it with a view to eating it, but
because with it he can obtain, in kinds and quantities and
at times to suit his wants and convenience, whatever he
may wish to eat, drink, or wear, or to warm or house himself
withal,

Now, the function which has been deseribed is the Money
function. Money is the medium of exchange. Whatever
performs this function, does this work, is money, no matter
what it is made of, and no matter how it came to be a medium
at first, or why it continues to be such. So long as, in any
community, there is an article which all producers take freely
and as a matter of course, in exchange for whatever they have
to sell, instead of looking about, at‘the time, for the particular
things they themselves wish to consume, that article is money,
be it white, yellow, or black, hard or soft, animal, vegetable,
or mineral. There is no other test of money than this. That
which does the money-work is the money-thing. It may do
this well ; it may do this ill. It may be good money ; it may
be bad money—but it is money all the same.

163. Universal Acceptability of Money. — We said, all
producers, since it is not enough that an article is extensively
used in exchange, to constitute it money. Bank checks are
used In numerous and imlmrmm transactions of v.\&:h:lngv, yet
are not money. It is essential to money that its acceptability
should be so nearly universal that practically every person in
the community who has any product or service to dispose of
will freely, gladly, and of preference, take this thing, money,
instead of the particular products or services which he may
individually require from others, being well assured that with
money he will unfailingly obtain whatever he shall desire, in
form and amount and at times to suit his wants.

When any article, no matter what its substance or form,
acquires this degree of acceptability, no matter how obtained
or how retained, so that each person, in his place in the indus-
trial order, without the expectation of consuming this article,
and without reference to the character or credit pf the person
offering it, takes it freely from any man whenever he has any-




thing to sell, because he knows that any other man will freely
take it from him whenever he may w ish in his turn to hu_\-'
that article becomes money, and remains mone) while that
condition continnes, To serve as the md dinm ot --‘\--!;;[|;::L- i.;
the monev-function, and whatever does this is money,

164. Money and Civilization. It is evident that the intro-
duetion of money, eéven in a primi ate, vastly facilitates
exchanges, and renders 1t ! Arry ou the division of
labor. It is further evident that the u of money is a con-

lition precedent to an a Ivanced sts of industrial society,
The division of labor could not without it be carried so far
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185. Historical Forms of Money.— We have said that any
1 hiol " t 1 ACCE EIT:lllll]il.\'
become money,
ind even form
y given article, at
. siven time, the requisite degree of acceptability. The
industrial habits and the tastes people and their social
sondition vav make that monev which a :.w‘.,-_'.|!.uT]:rr}u-up|£‘
would be an impossible mor ock t long served the

Abvssinians as money ; rice, tl llers on the Coromandel
shore : cacoa, tl ginal Mexicans ; olive oil, the inhab-
itants of tl nian islands ; wampum, the early New En-
glanders ; tobacco,tl arly Virginians and Marylanders ; tes
COMPresse d ints n } . th ussians : dates, the -:l\':l]:l'ﬁ

of the African oases : beaver and seal skins, the peoples'of
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many northern lands, Cattle and sheep were employed as
money, alike by the early Greeks, by the Romans who
conquered the Greeks, and by the Teutons who conquered
the Romans,

166. The Metals as Money.—bBut, of all substances, the
metals have enjoyed the widest use as money, from a remote
period. Iron, lead, tin and copper, one or another, have been
thus employed in nearly every country whose history is
known. ;

From its numerous and important uses in the domestic arts,
in the chase, and in warfare, the first-named metal was the
subject of sttich wide and constant demand as to make its
further use as the general medium of exchange, i. e., as money,
very simple and natural. The art. of mining being in early
times very crude, small quantities of iron represented a large
amount of labor, and thus contained a high purchasing power.
Moreover, in comparison with wheat, cattle, and many other
primitive forms of money, iron cost little or nothing to keep
and was but little subject to waste, while a given mass could
easily be divided into pieces of any required dimensions, which
could again be reunited, by fusion, or by welding when heated.
The money of Lacedemon was of iron; the Swedes used
money of this metal during and after the exhausting wars of
Charles XI1IL. ; and iron is still reported to be so used ]J_\' the
inhabitants of Senegambia.

Lead was extensively employed as money by the early
Romans and the early English, and is still used in the same
way by the Burmese. Tin was used by the Mexicans as
money; was long so employed in Sweden, in long, flat blocks ;
and is even now a medium of exchange among the Chinese
and Malays and in Prince of Wales Island.

But more than iron, tin or lead, has copper, in the later
centuries, been used as money. Having, from its cost of pro-
duection, a high value for its bulk, it came to supersede iron in
this use, when the latter metal became too cheap to form a
convenient money. During the silver famine of the middle
ages, copper returned to be the chief money of cireulation in
Europe. And though, after the revival of silver production
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thron '_;ij the discovi ry of \Ii X1¢0 and P ru, it 1« 1l out of 8¢
as a principal money of wealthy and prosperous countries, it

1

has remained a considerable element in the monetary circula-

tion of the \\l':ili,l\"':!"';'1."].“\.

Platinum was for a brief period, between 1828 and 1845,
1sed as money in Russia, where that metal i roduced : but
the great difficulty of rendering pl Ingots
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167. The Precious Metals.—All the other metals, however,
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offered may be krought into question, unless some means be
adopted by which the piece shall be made to exhibit unmis-
takably the amount of pure metal it contains, The problem
is thus both a mechanical and a chemical one, and is solved by
what we call, in the limited sense, Coinage. The metal is
melted. and in that state is brought to the required degree of
purity, or fineness,” It is then cast into ingots, and by sue-
cessive mechanical processes, with machinery of great delicacy
and power, drawn out to the required thickness, cut into
planchets, “ milled ” around the edges, and stamped on both
sides™ with devices expressive both of the sovereignty of the
nation under whose authority the coins are struck, and of the
quality and quantity of the metal contained.

Coinage has generally been regarded as an act of sov-
ereignty, and the counterfeiting of the coin has been widely
punished as treason. In England, the King’s sovereignty
only extended to the coinage of gold and silver, the private
coinage of copper not having been prohibited until the present
century. So importantis the money-function, so strong is the
tendency to abuse the privilege of coining, so helpless are the
mass of the community, especially the poor and economically
weak, under a corrupted coinage, that, even in popular gov-
ernments, where prerogative is not known, the private mint-
ing of money is illllli.\]lml by grave penalties. That coins
shall fully perform their office as money, they must be taken
readily, without suspicion, or at most, after a brief inspection
such as even the ignorant and inexpert can give.

169. What Determines the Value of Money p—It is only
the present inquiry which brings the topic of money into the
department of exchange. Otherwise, money belongs to the

department of production, as clearly as does any other agency

# At first, coins were impressed on one side, as is now the *‘gall,”
the only native coin of Cochin China. This allowed the metal to be
shaved from the smooth side of the coin. Afterwards characters were
stamped on both sides, but the area of the coin was not fully defined,
allowing the edges to be clipped, as is largely the case with the Tomans
of Persia. Later improvements surrounded the coin with a well-defined
rim. while the edges were milled to still further protect the integrity

of the piece.
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of trade or 1r:u|-.1m1'1:|lt-'h‘ cattle, carts, ratlw IYS or 'Ir:mL-._
The mining of the precious metals is governed by the laws
which regulate the production of other kinds of wealth. The
minting of gold and silver is equally a branch of production,
Assayers, refiners and coiners are as much producers of wealth
as the laborers employed in a pig-iron furnace.

But under the title, Exchange, we may properly inquire
why any one article, produced as we find it to be produced,
under existing conditions, exchanges for so much of any other
article, and not for more or for less, Pre-eminently in respect
to iron or copper, silver or gold, when cut into planchets and
stamped as coin, do we need to raise and discuss
it in all simplicity and severity of reasoning, | 1se¢ the sub-
ject has been allowed to become involved in a thousand diffi-
l'll][il'\. from the lack of clear ds the failure
rigorously to exclude every s, The

discussion of the laws of money has engendered so much

T
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verted, When Sir Walter Scott
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supply of such money will be limited by natural causes,
instead of being left to law, convention or accident.

170. What is the Demand for Money ?P—The demand foT
money is the occasion for the use of money in effecting ex-
changes. In other words, it is the amount of money-work to
i?t' 'l()“l'.

This is not determined by the gross volume of the wealth
of the community, since all that wealth is not to be, in fact,
exchanged. For a similar reason, it is not determined by the
amount of the annual production of the community.

It is not determined even by the volume of products to be
exchanged, inasmuch as some classes of these may require to
be exchanged several times, and some but once. Moreover,
in spite of the difficulties of barter, many products are, through
a fortunate coincidence of wants and of possessions, especially
in agricultural communities, exchanged against each other.
More important still, the modern organization of commerce,
especially through the agency of banks, provides for the crea-
tion, and subsequent cancellation, of indebtedness* on account
of products given and taken in exchange, to an extent which
vastly diminishes the actual use of money in effecting transfers.

171. The Money-Demand a Reality.—Not the less, is the
demand for money a reality. Banks and clearing-houses,
checks and book credits reduce the occasion for the use of
money, but they do not supersede its use altogether, nor are
thvl'u.:ml\' signs that they will do so in any future, near or re-
mote. In every community, though in some more than others,
goods are offered for money. Men seek money, having in
their hands wherewithal to pay for it. Some of them must
have money, whatever it cost. With others any appreciable
increase in the difficulty of getting money, or any appreciable
doubt as to the “goodness” of that which is circulating in
the community, does away with the disposition to obtain it,
drives them to barter, and thus destroys a portion of the de-
mand for money.

Some part of the exchangers of every community may be

“*This (.n:;'mm_nf_h;ml-;-\'-‘;iﬁ be spoken of, more at length, under that
title in Part VL




recarded as always on the verge of barter, '!'is--_\' could ex-
change their products for the produets of others which they

wigh to consume, without unreasonable trouble. Others, again,

would exchange their products for money in the face of very

oreat diffienlties and embarrassments ; yet for ea h of these is
1 point at '-\]..: h difficulties .5!|‘i embarrassments will ;'i‘-l‘ I'Ii'--'
to an effort. which will thereafter increase rapidly in foree, té
resort to barter ¢ o eredit, as the means of es .:F-l: ¢ the use
enough, produe-

exigency.
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will fall. The fewer goods are offered, the lower will be the
value of money—that is, prices will rise.

173, Value and Price.- It will have been moticed l]lilt, in
the foregoing paragraph, I have used the word price as signi-
fying the money-value of goods. As we stated in a previous
chapter, value is the generic term which expresses power-in-
exchange. Price is [IlI\\'l'l'*‘l[L-l'Nt‘il:I!l_‘_ft‘*flll'-?ﬂ)Illl'-lll’ll'-:l]‘lil'.]l'.
Where money is used, price commonly expresses power-in
exchange-for-money. Where nothing to the contrary is inti-
mated, the price of an article is understood to be the value of
that article in terms of money—the amount of money it will
command in exchange,

174. What is the Supply of Money ?—If such is the demand
for money, what is the supply ? It is the money-force avail-
able to do the money-work required to be done, in the given
community, at the given time. The money-force, or the sup-
ply of money, is not measured by what is usually called the
amount of money, that is, the number of gold dollars or bits
of paper used as money, but is composed of two factors—the
amount of money and the rapidity of circulation. “The
nimble sixpence does the work of the slow shilling.” There
may be as much money-force in 1000 dollars, each of which
passes from hand to hand four times a week, as in 4000 dollars
which change owners but once from Monday morning to
Saturday night. The rapidity of circulation varies widely
among different communities, according to the density of set-
tlement, the prevailing occupations of the people, the facilities
for the transportation of freight and passengers. And the
rapidity of circulation not only varies according to such gen-
eral conditions, but it varies from day to day, with the state
of trade and the temper of the publie mind.

175. The Money Supply a Reality.—But while the money-
supply varies thus incessantly, it is none the less a real thing ;
so real that, at any given time a decrease of the supply of
money will enhance its value—that is, will lower prices; and
an increase of that supply will reduce its value—that is, will
raise }l!':ii‘l-r-',

We have spoken of reducing the value of money as equiva-




