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Multiple or Tabular Standard. has even been
proposed to go further, in tl ffort to avoid those undeserved
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standard or tabular standard, to form which a great number
of articles should be joined together, in order that their indi-
vidual value-variations may offset each other, was, early in
the century, suggested by writers in England and Germany,
and has more recently been advocated by Prof. Jevons of the
former, and by Prof, Roscher fof the latter country. This
proposed scheme will be briefly discussed in Part VL

CHAPTER 1V.

MONEY AND ITS VALUE—CONTINUED—DEBASED COIN : BEIG-

NIORAGE.

192. Debased Coin.— We now approach a question which
should be decided entirely upon the principles regulating the
value of money already laid down, yet which is the subject of
go much misconception, which has been so covered-over with
false reasoning and which is so sure to arouse prejudice and pas-
sion. that it is needful for the teacher to accompany the student
over the ground, and, if possible, save him from the pitfalls
and quagmires into which trained logicians and practiced
writers have fallen. Prof. Jevons has remarked that a kind
of intellectual vertizo attacks all who treat this fatal theme of
money ; and we have now reached the point where most peo-
ple lose their heads. The beginner ought not to be left to
find his way here alone, even 1if he has already been provided
with the chart and compass to guide his Steps.

193. Seigniorage.—1'he most safe and convenient entrance
to this land of gins, and snares, and griefs, is through seignior-
age. That term has long been applied to the amount of metal
abstracted by government, or the lord, the seignior, before
coinage, Seigniorage may be of two kinds, or rather two
1]"_'_:"‘.'["".

1. When the cost, either actual or approximate, of coinage
is taken out, and thus the state or the lord is reimbursed for

the expense,
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2. Wken more metal than is nece ssary to repay the expense
of coinage is abstracted ; and thus the state or the lord makes
i !II‘HT.H l:.\' the colnage,

104. Cost of Coinage.- us consider the first, Shall the
value of the coin be computed .-lu!fi‘h_f to tl narket value
of the contained metal, vie
the cost of the mintage b
For instance, if the expense of
]ll' b one ¢
worth of
cents’ worth, and
the dollar ?

On this poin
of governmer
not \\]i\l:._\ o
l'*'li';.\'.:]. and fisc
arguments or

On the one hand, it is said that | and silver, being
wanted in the form of coing, are, for that reason, worth more
in coin than in bullior Serving an addition us¢ as coined

money, they are thi thiects of a demand over and above

what exists for uncoined bullion, a la r demand justifving

a higher pri

J than :H]-l
imbedded in quartz te the treatment of the other metals,
it is said : Iron is sold in the form of plates, rivets, rods, and
chains, at more than the price of iron in the pig. In the
same way, if gold in coin costs more, and more useful than
in ingots, those who want it in the form of coin, and not the
whole community,
Moreover, it is urged, if sucl harg not made, a vast

amount of metal will alternately be coined and melted down,

recoined, and again melted. A seigniorage charge will put a
|n!'n-mi!m| upon the « xportation r of coin so that bul-
lion will be taken instead

1956. Gratuitous Coinage. t in this view that Dud-
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ley North called gratuitous coinage * “a perpetual motion
found out, whereby to melt and coin, without ceasing, and so
feed '_'.‘Ull’.'-lll‘llhx and coiners at the 1|I1|'r]i!' l'}l:i.!'_';_'i‘.“

In the face of these considerations, however, some of the
greatest commercial nations, England foremost among them,
have maintained gratuitous coinage. Nor is this course
wholly without economic justification,

It is said that, while the expense of equipping, officering, and
ulrl'l':ltiil'_f a mint is [:ll':‘l'. the difference in expense caused ]I\
minting more or fewer coins, is very small. For this, it is
argued, the country establishing gratuitous coinage is com-
pensated by the instantaneousness with which the export of
gold follows the slightest accumulation in excess of the wants
of trade.

1986. Seigniorage in Excess of Cost of Coinage-—S0 much
for seigniorage which only covers the cost of coinage.t We

#* The distinction between gratuitous coinage and free (‘Hfl]:l’:f‘, is not
sufficiently observed. Where no seigniorage charge is made, but the
coin contains the full amount of bullion which corresponds to its mint
value, 1. ¢., when the dollar contains one hundred cents’ worth of metal,
that is gratuitous coinage. Free coinage exists, where any owner of bul-
lion has the right to have it coined on the same terms as the government,
oras any other citizen, whether with or without a seigniorage charge.
Thus free coinage exists in England in regard to gold. Any subject can
bring gold, in any amount, to the mint and have it made into gold coin ;
but free coinage does not exist with respect to silver, that metal being
coined only in such amounts as the Government, through the Bank,
deems necessary for supplying the people of the Kingdom with
* change.”

In the Untted States free coinage exists also in regard to gold ; but the
coinage of silver is restricted, By the law of 1878, the Secretary of the
Treasury must coin two millions of silver dollars a month, and may coin
four millions, but no more. The coinage of half and quarter dollars, and
of smaller pieces of silver, is governed by the same principle as in En-
gland. During the continuance of the bi-metallic system (Part VT) in the
states of the *‘ Latin Union” (France, Italy, Belgium, and Switzerland),
free coinage existed in regard to both metals. The coinage of silver is
now restricted in those countries,

{ M. Chevalier has proposed to apply the term Brassage to the charge
for the actual cost of coinage.
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have now to speak of mint charges which exceed that cost,
and become a source of revenue to the state, In the old il:i\'.-l
of high prerogative, kings frequently made their sole right of
coinage a means of profit, In England, during the reign of
Edward 1V., the seigniorage on gold was above 13 per cent, ;
during the reign of Henry VIL, it once rose to 16 per cent,
These, however, were exceptional instances in England., In
France, in Italy, and in most of the countries of continental
Europe, before the great revival of modern commerce, debase-
ment of the coin was a favorite resort of weak or ]»r--ﬂi::dl'
in weight and in
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197. What is the Effect of Seigniorage on the Purchas-
ing Power of Coin ?—0On this ject I follow Mr. Ricardo
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mint, taking one to repay the actual cost of coinage, putting
into circulation 1,000,000 pieces of 99 grains each, and plac-
ing 1,000,000 grains in his storehouse as treasure, or causing
it to be manufactured into pi;m- or ornament, There are now
only 99,000,000 grains of gold in circulation, but the same
number of pieces, each of the same “mint-value,” i, e., 100
grains,

Will each piece now purchase as much of other commodi-
ties as before, or less?

I answer, as much. There is the same demand for pieces
for the purposes of exchange ; there is the same supply ; the
gzme prices must result,

But suppose the sovereign ]Il'lll'l‘t‘l]H further, and takes, not
one grain, but ten, from every hundred, issuing 1,000,000
pieces of only 90 grains each., Will the purchasing power of
each ]'il'l"‘ be affected ? Not in the least. There 1s the same
demand for pieces, the same supply. People still want pieces
of money ; can only get them by giving commodities for
them ; have as many commodities and no fewer to give ; and
there are just as many pieces and no more to be obtained in
this way.

198. Excessive Issues.—But let us take a step in a differ-
ent direction. Let us suppose that the sovereign, instead of
]ll.‘l*‘.lh_[_f in his treasury the 10,000,000 _L{]‘:iinﬁ which he took
under his right of seigniorage, coins this gold also into pieces
of 90 grains each, and pays them out for personal or [rllllliv
expenses.  What will be the result ? Depreciation will at
once beein, The 90,000,000 grains, when coined into the same
number of "pieces of the same official (mint) denomination as
the 100,000,000 had been, retained the same ]Ill]‘t']l:\hill_{:
power ; but when the 100,000,000 are coined into a larger
number of pieces, the purchasing power of each piece at once
falls.

199. Ricardo’s Statement.—* While the state alone coins,”
says Mr. Ricardo, “ there can be no limit to this charge of
seigniorage ; for, by limiting the quantity of coin, it can be
raised to any conceivable value.”

“On the same principle,” he remarks, viz., by a limitation
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of quantity, a debased coin would circulate at the value it

should bear if it were of legal weight and fineness, and not at
the value of the quantity of metal it actually contained.”

“In the history of the British coinage,” he continues, “wa

find, accordingly, that tl 'l ney ever di preciated in

the same proportion that it v debased, the reason for which

was that 1t was never increased In quantity, in proportion to

its diminished 11
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nomic principles, are precisely those which we shall see (pars.
441-445)offered to the issue of inconvertible paper money.

200. The Omitted Proviso to Ricardo’s Statement.—
There is one proviso which should be attached to any state-
ment of Mr, Ricardo’s theorem regarding the value of debased
coin. That Mr, Ricardo failed himself thus to qualify his
proposition “that, however debased a coinage may become, it
will preserve its mint value,” has caused much misapprehension
of his views. The required proviso has already been intima-
ted (par. 172), when we were speaking of causes which may
diminish the demand for money.

If debasement of the coin be carried so far and carried on
80 lnl]_’_{ that a ]u-[n[H;LI' reluctance to receive the money lril'l’(‘S
be generated, sufficient to cause men to modify or limit their
{nl‘rnlilrtinli in order to avoid exchanges, or to cause them to
encounter the inconveniences of barter rather than handle the
distrusted coin, then depreciation may result. That is. the
supply of money will become excessive throngh the blow
inflicted upon the demand for money. But this can happen
on no other condition ; and a popular reluctance to receive
coins is not a necessary consequence of debasement. Why do
men take money atall ? We said, in first describing the money
function, that it is not bhecause they have, at the time, any
personal use for the gold or silver or iron or leather, or paper,
or wood, of which it may be composed ; but it is taken as a
means of obtaining, in due time and place, that which they do
desire to consume. Men take money because they believe
others will, in turn, take it from them. If a man be only
assured of this, he has no reason to care, in fact he does not
care, what the money is made of, what the coin contains.

201. Depreciation nota Necessary Result of Debasement.
—Let us suppose the coin of a country, without being increased
in amount, to be debased three per cent., and the fact to
become known. The habit of accepting the coin is strong

.
’
?

the acquired momentum of the circulating mass is great
men must (1) either take the coins inexchange for their prod-
ucts, or (2) they must cease to produce ; or (8) they must
change their industry and produce that which does not need
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to be exchanged, 1. e., that which '_‘:;...\ will themselves con.

sume 3

or (4) they must resort to barter, .\--\\..1.’:_‘. one of the
latter courses involves an initial loss, greater, doubtless, much
greater, than any possible loss in oin debased three
per cent, For this reason men continue to receive the coin,
or, more prop 1'_:.. they continue to receive 1t wi hout reason-
ing at all about the matter, ving been a stomed to take
it freely. If any man, more tho rhtful than his fellows, hes
i2.11'~r-..1|-1-1-T the money pieces, hi nish on behold-
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sort to barter, It mig isily happen that to do any one of the
things la poken of would cost a roducer more than the
possible loss by accept n debased three per cent. further;
and, so, a full and fre ation of the debased coin might

be maintain
202. And it isto bel mind tl his coin circulates
at its mint-value, not at scount of yor cent., or of any
other rate, 'here 12 no reason why the in should be sub:
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jected to a discount. Assuming, as we have done, that the
habits of the people in regard to production and trade have

not been, as yet, changed 1'1_\' the debasement of the coinage,

there are just as many goods to be exchanged as before. Just
as many lilullt‘:\‘-[lit't‘l'* are, [lll‘l'!'lllll'l‘, {]l'l‘t!r'[, while no more
money-pieces are to be had, since we have all along made the
condition that the metal abstracted h.\' the government should
not be put into new coins.

203. Depreciation Results from Excessive Issues. — But
now let us suppose that, when the debasement has l|1'u1-1-1-|1wl
to the extent of ten per cent., government takes the gold and
silver it has abstracted, and issues it in the form of new coin
debased like the other. llnlm-c[i.‘llrh' depreciation will set in.
The value of money,like the value of any thing else, is determ-
ined by the relation between demand and supply. The goods
to be exchanged for money pieces remaining the same in
amount, and the number of pieces having been increased, the
]Illl't‘lizl\illf power of each piece falls.

So far the effect is the same as in the case of an excess of
full-metal coin ; but, as depreciation proceeds, the essential
difference between the two kinds of money appears, With an
excess of full-metal coin, exportation begins at once. The
country becomes a good market to sell in, a bad market to buy
in, both for the same reason, viz., prices are higher there ;
and the course of exchange will speedily bring in the remedy.
With debased coin, however, no outlet is afforded until the
depreciation reaches the point when the 90 orains of fine
metal in the coin will bring more abroad, melted down, than
the coin (though of the mint-value of 100 grains) will bring at
home. Within this limit, depreciation may proceed without
remedy.

204. Inflation.—A permanent excess of the circulating
money of a country, over that country’s distributive share of
the money of the commercial world, is called inflation, Its
influence on industry and trade, and on the distribution of
wealth, will be discussed hereafter.




