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INTRODUCTION TO THE ENGLISH
TRANSLATION

THE author of this book, which now appears in an authorised
English translation, played many parts in his lifetime. Dis-
tinguished alike as the defender of the gold standard during the
later stages of the bitnetallic controversy, as the histori'an of
German currency reform, as the analyst of German economic
progress in pre-war days, as practical banker, Minister of State,
and as an ardent Nationalist politician, it is by his writings on
money that he is most likely to be remembered. o

The present book was first published in 1903, as one of the
volumes in the collective Hand- uyd Lehrbuch der Staatswissen-
schaften in selbsténdigen Béinden, edited by Max von Heckel, and
‘published by C. L. Hirschfeld of Leipzig. Six editions were
published in the author’s lifetim®e, the present translation being
based upon the last edition revised by the author, dated May 1923,
‘which it follows fully, except that the three chapters dealing with
the legal aspects of money, which in the original German edition
constituted the second section of Book 11, have been omitted. As
successive editions were called for, the author incorporated the
latest information then available, and in this translation a final
chapter from the editor’s pen has been added, so as to bring the
book as far as possible up to date. But, though the work is
complete as it stands, within the limits of its subject, it does not
fully embody the author’s original intentions. Dr Helfferich had
originally intended to supplement the present volume on Money
by a companion study on “Banking.” Circumstances prevented
this plan from ever being carried out.

At the end of the nineteenth century, when the advocates of
the gold standard, aided by the fortunate discovery and exploita-
tion of the gold resources of South Africa, had finally triumphed
over their bimetallic opponents, monetary theory entered upon
a period of stagnation. So far as Germany was _concerned, the
state of calm was rudely shaken when the laté Professor G. F.
Knapp issued the first edition of his Staatliche Theorie des Geldes
in 1905. This is not the place in which to criticise the content of
that celebrated work. It is enough to say (now that <under the
influence of recent events a reaction against Knapp has set in
in German academic circles themselves) that it is easy to see how
Knapp, by his nominalistic treatment of money, his neglect of the
operative economic factors, and his worship of the power of the
State, should have been one of the main intellectual factors making
for the catastrophe of inflation in later years.- But for the time
his influence was very great, and it is one of Helfferich’s greatest
merits that he was, and remained, an opponent of Knapp’s views.
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viii MONEY

The relations between the two men were interesting. Helfferich
had been a student of Knapp at Strasbourg, and Knapp himself
acknowledges a debt to his pupil’s work. The writings of Helf-
ferich and of Kalkmann (another of his pupils, whose important
work ? on the currency events in this country during the late seven-
teenth and the eighteenth centuries is not as well known as it
deserves to be), he says, ‘“led me to the State theory of money”
(Haben mich zur Staatlichen Theoriegefiihrt). On the other hand, as
the reader will gather himself from the ensuing pages, Helfferich’s
mind was largely occupied with refuting specific arguments put
forward by Knapp, though his attitude is perhaps at times more
coloured by Knapp’s terminology and opinions than he was him-
self aware of.

It is hardly to be expected that a writer covering so vast a
field and dealing with so many issues, historical and analytical,
should always arrive at a judgment which will commend itself to
his readers. To British economists, the present writer included,
even his gualified justification of the inflationist policy of Germany
will appear overstrained, and not in keeping with his general line
of thought, though events have largely sustained his views of the
evil consequences of the Peace Treaties. Nor will all economists
be prepared to follow him in his view as to the causal relations
between changes in the volume of purchasing power and altera-
tions in the rates of exchange. But, taking the book as a whole,
it may justly claim a high place in its chosen field. Especially
valuable elements in Helfferich’s presentation of the subject are
his great emphasis upon the indispensable part played by money
in an economic system based upon freedom of contract, private
property, and division of labour, his insistence upon the services
of a single metallic standard in providing a stable national and
international monetary mechanism, and his ability to support
wide generalisations by abundant historical knowledge.

It is one of the difficulties of translation that there are occasional
technical terms in the one language for which no exact counter-
part can be found in the other. Thus there is no convenient
English word which will give the exact sense of the German
“geltung,” i.e. the extent to which a given piece of money is made
legally ““valid” or ‘“good for payment” to a certain nominal
amount: though it is possible to say that a coin is declared
“current” at a certain figure, this will not always give the sense
of the German. Again, the word * Kassenkurs’ does not appear
to be directly translatable. In the sense in which it implies that
a coin is received at the Treasury at a certain value, it has been

89‘ England's Ubergang zur Goldwdhrung im P8th Jahghundert, Triibner,
15908,



INTRODURTION TO THE ENGLISH TRANSLATION ix

thought best to use the phrase ““ Treasury Rating” of the coin:
where the German implies that the coin is legal fender at the
Treasury, though not necessarily elsewhere, a locution has had to
be employed. For the German “ Sortengeld” the phrase “ Money
of Account” has been employed, as being the one most likely to
express the author’s meaning: each ““sort” of money having its
own system of internal subdivision (vide p. 41).

Square brackets have been employed to distinguish most of
the notes added by the translator and the editor.

T. E. G.
LoNDON, March 1927.






AUTHOR’S INTRODUCTION

Or all the constituent parts of the science of Political Economy
none is perhaps so inseparably bound up with the totality of
the general theory as is the theory of money. For in the com-
plicated mechanism of modern economic life money is the instru-
ment connecting the several parts and the whole.

Our modern economic system is founded on the pringiple of
production for a market. Division of labour, the most important
of the conditions of economic progress, perfected with the march
of civilisation and continually growing in intricacy, has occasioned
an ever-widening gap between the products of the individual’s
labour and his requirements. Nowadays most human beings can
cover with the products of their own labour only an infinitesimal
and diminishing fraction of their needs. They produce, however,
a large surplus of things for which they themselves have no use,
and obtain what they need largely by exchanging this surplus
production for the products of the labour of others. The pro-
ductive effectiveness of an individual is very much greater if he
can concentrate on a single branch of endeavour than if he dis-
sipates his efforts over a multiplicity of branches; he stands to
gain more by becoming a dependent part of the whole than by
attempting to be a self-contained entity.

This complicated system of services and counter-services,
brought about by the ever-increasing intricacy of division of
labour, has become possible only through the evolution of money.
Money alone makes possible the exchange of goods and services
in the degree required by oyr economic system, and has forced
direct exchange, or barter, ever more into the background. Under
existing economic circumstances money fulfils a universal function.
From the entrepreneur down to the smallest peasant farmer,
all sell their surplus products for money; the workman places
his labour at the disposal of an employer for a money wage ; the
transfer of wealth and purchasing power takes place in money—in
short, in the whole process of production and distribution, money
enters as the connecting medium between the unit and the whole.

This omnipresence of money in the economic scheme of things
began quite early to engage the attention of thinkers interested
in social and political arrangements. The origins of The modern
science of Political Economy are to be found in attempts to
fathom the nature of money. The question occupied the attention
of the early economists to such an extent that everything now
included within the meaning of the term national wealth appeared
to them embodied in money. Just as the alchemists racked their
brains to produce gold from base metals, so the first economists,
searching for nleans of increasing the wealth of nations, confined
themselves entirely to the question of how as large a quantity as

xi



xii MONEY

possible of the precious metals intended as material for money
could best be introduced into a country. Their overestimation
of money had a considerable effect on practical politics in the
seventeenth and also during part of the eighteenth century.
The entire trade policy of the so-called Mercantile Period was
based on the endeavour to arrange foreign trade so as to attract
into the country the largest amount of the precious metals.

This naive belief in money was, however, soon shaken. It
was followed by the opposite extreme, a far-reaching under-
valuation of money. Instead of money being considered the
embodiment of all wealth, it was conceived as having but a
fictitious worth, and as being merely a token of values (Locke,
Hume, Montesquieu). Adam Smith, in his Wealth of Nations,
enunciated the principle that ¢he source of all wealth was work,
and that the quantity, of money available in a country did not
in any way enter into the estimate of the country’s wealth. The
sole function of money, he said, is to facilitate the exchange of
goods and services, and in order to obtain an accurate under-
standing of economic occurrences and arrangements, it is best to
leave this facilitating agent altogether out of account, thus con-
ceiving all ‘relationships in which money acts as an intermediary,
as though they took place directly and without its intervention.

There is no doubt that this method brought marked progress
into the science of economics. It is as indispensable to the dis-
covery and establishment of economic laws as is the knowledge of
the vacuum to Physics. But the assumption that the mediation of
money can alter nothing in economic processes goes too far. For
just as the air, by its very existence.and its changing constitution,
affects the movements of bodies, so the employment of money, as
well as its varying forms, have an effect upon economic movements.

The task of defining the modifications which the use of money
necessitates in economic processes is one of the most difficult and
subtle of the problems of Political Economy, and one through
which economic theories are brought into closer agreement with
practical reality.

It follows, therefore, that the science of money plays a most
important part in general economic theory, and is vital for the
correct appraising of individual problems of practical economics.

This work deals with all aspects of money. It begins with
a historical study of the evolution of money, of the developments
in the economic and legal ! conceptions of regarding it, and of its
general organisation. It then goes on to a theoretical study of
the Money of our Modern economic system, its functions, its
relation to the State, its organisation and the causes and effects
of the changes which it is undergoing. .

1 The sections dealing with the legal conception of money have been
omitted from this edition of the work.
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MONEY

PART 1
HISTORICAL

§ 1. THE DEVELOPMENT OF MONEY
AND OF MONETARY SYSTEMS

CHAPTER I
THE ORIGIN OF MONEY

9 1. The Fundamental Differences between Money and
Goods

WHAT is understood by “ money,” in the economic and legal sense,
in contradistinction to all other economic goods, is a modern
conception. In any attempt to trace back the history of money
to its origins, we must ignore all special points of secondary im-
portance, and keep steadily before us the most characteristic
difference between money and other economic objects. This
characteristic difference is, quite generally speaking, to be found
in the fact that other economic objects (“goods’) serve the
;purpose of direct consumption or of continued use by individual
leconomic units, whereas money acts as a facilitating medium
for the exchange of these goods, 1.e. money facilitates the transfer
of goods from one economic unit to another whilst it does not, so
long as it retains its function of money, enter into consumption
or continued use by any economic unit. Money is not taken for
its own sake ; the recipient does not take it for consumption or
for prolonged use, but in order, sooner or later, to part with it
again, either as a transfer of purchasing power or in return for other
economic objects or services. It is true that from the point of
view of the individual, goods, which none would call money, are
at times exchanged, to be passed on again unaltered or in a
worked-up form ; unaltered by the dealer whose bueiness it is
to buy goods and sell them again, or altered by the industrialist,
who procures raw material to produce finished articles for sale.
But only from the point of view of private individuals is this a
case of acquisition for further exchange. From the general
economic point of view, manufacturers and dealers act as agents
for transforming goods into a form suitable for consumption or

e, and for bringing them ultimately within reach of the indi-
‘vidual who needs them, Considered economically, all those objects

vQor. I. b 4



2 MONEY

of exchange which, in contradistinction to money, we call
‘ goods,” are intended for consumption by individual economic
units, whereas money fulfils its purpose by passing from hand
to hand, finding nowhere a permanent resting-place.

This characteristic difference between money and goods does
not consist in a difference of material composition. It is rather
a difference between two functions which“can be fulfilled by the
same concrete object, and have in fact been so fulfilled. Thus
slaves, cattle, shells, etc., in earlier days, and in later days precious
metals in the form of bars or rings, were all used for either purpose.

Every process of development resolves itself into continually
more intricate specialisation. This has also been the case with
money. Money, as such, has hecome more and more differentiated
from other goods. It has become the universdl medium of trade
and exchange. Economic goods and money thus appear as
opposite concrete phenomena. ‘But the separation is not com-
plete even to-day. It is true that there are certain kinds of
money, in particular paper money, which can be used only as
money, and cannot serve as ordinary articles of consumption.
But the basis of all the more important money systems, of all
the systems which even in present-day circumstances are almost
universally regarded as the most desirable, is, even in the stage
of evolution we have reached, the so-called ‘‘ standard ”’ metallic
money, worth as money no more than the value of its metallic
content, and in consequence usable for other than money
purposes. It is, in fact, so used by being melted down and
industrially worked up. So far, therefore, as standard metallic
money is concerned, the line of demarcation between money and
economic goods is not fixed, but is completely variable. A con-
crete article which in coin form functions to-day as money can
at any time be deprived of this function. On the other hand,
one of the most important arrangements in the field of monetary
institutions, the principle of free mintage, makes it possible to
change an unlimited quantity of the metal serving as the basis
of this particular system into coin. In any case, however, no
commodity can at the -same time fulfil the functions of both
money and economic goods ; its use for the one purpose with-
draws it from the other.

One need only point out that such kinds of money as paper
money, which cannot fulfil any but the monetary function, can
exist only under conditions which obtain in highly developed
economies with fully evolved legal systems, and it is at once seen
that the separation between money and economic goods, as we
know it to-day, could only result from a long process of develop-
ment. In any research into the origins of mohey, one must,
therefore, be satisfied to begin with the study of ths minute
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differences which at first existed between money and commodities,
and go on to pursue the gradual intensification ¢f these differences.

¢ 2. The Rationalistic Theory of the Origin of Money

Early students of the nature of money greatly simplified the
problem of its origin. ®* Money was to them an existing institution
which fulfilled to perfection certain obvious purposes. In the
recognition of the useful purposes served by money, they saw,
without further ado, the cause of its original creation. They
considered money as the ad hoc creation of a definite act of man.
In those days there was no systematic historical study of remote
events. Where no information wags available to explain definite
occurrences they ‘were made the subject of deductive construc-
tions. All purposive institutions in the economic and political
life of the community were taKen to be the results of definite
creative acts of men and nations. Just as the origin of the State
was derived from a definite ‘“ social contract >’ between individuals,
driven thereto by the need of cessation from mutual warfare, so
it was explained that money first arose when mankind, to facilitate
exchange of commodities, agreed to create a general medium of
exchange, and chose for this purpose the precious metals on
account of the special advantages which these had for such uses.

It'is indeed easy to understand why those institutions, which
appear to us useful and by their very nature as the work of man,
should be assumed to have been created in consequence of a
recognition of their usefulness. There is a.tendency to regard
the practical arrangements of social life, which were not created
by the individual, but grew out of social life, in the same light as
the ingenious discoveries and inventions of individuals. His-
torical research has, however, thrown light upon these matters
and brought about the rejection of the so-called rationalistic
conception of the totality of social evolution. It has shown that
the mind of the community works in a different way from that of
the individual, that purposive action-in social life, especially in
the early stages, does not always result from definite acts based
on clear conceptions, but grows mostly in an unconscious way
under the pressure of the necessities of daily life. *Qur whole
economic system is based upon the existence of money. It
appears to be so eminently useful and necessary in our scheme of
things that one cannot even conceive of its absence. But just
for this very reason, it is clear that in many respects money must
have preceded our institutions. In many and important respects
economic organisation appears to be the product of money, and it
is, therefore, inadmissible to ascribe the origin of money to its
special suitability for our existing scheme of things.
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9 3. Results of Historical Research into the Origin of
Money

It is probable that in view of the scarcity of available data
relating to the early stages of our economic development it will
never be possible to establish an absolutely complete theory of
the general process of monetary evolutién. We have at our
disposal a sparse supply of documents and references which here
and there only throw light upon the conditions in the dark ages.
We can, however, study this information side by side with informa-
tion available from more recent observation of communities in
a primitive stage of development. But though the material
available is, taking it all in gll, very limited, the results of re-
searches are sufficient to enable us to obtain an* understanding of
the essential features for an historical outline of the origins of
money. ¢

The history of the development of money and that of economic
life generally are so intertwined, that in order to find the first
indications of the origin of money one must hark back to the
earliest beginnings of economic life.

In the scheme of economic development the tendency of single
individuals and groups to become more and more parts of a whole
united by a complicated series of relations may be recognised.
Economic and general social evolution begins with isolation and
leads to combination. The first stage is represented by individual
production. Itis the stage in which single small groups, families
and tribes, produce by their labour just what they require for the
satisfaction of their own wants. Circumstances arising from the
power of the patriarch or elder of the tribe secure at this stage a
certain quite primitive regulation of production and distribution.
The work to be done by individual families or members of tribes
is allocated to them, as s also their share of the product. Within
these self-sufficing groups there probably already existed a
certain natural division of labour, based on the varying productive
efficiency of the two sexes and of the different age groups, but
there is no economic intercourse and, above all, no exchange.
The fundamental conditions for an instrument or medium of
exchange, for that known to us as money, are, therefore, lacking.

Economic intercourse in these isolated, though somewhat
communistically organised, groups could only arise when the
idea of ownership of property developed : for only that which is
possessed by one can be transferred to another, whether gratui-
tously or in exchange for other commodities.

We cannot here enter into an investigation of the origins of
property. If ownership is the complete and exclusive domination
over an object, both in regard to the uses to which it is to be
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put and to the future repetition of those uses at will, then there is
in the conception of ownership the greatest possible advance
from the stage of temporary use and employment of things for
a single purpose.

Ownership can, therefore, be based either upon the power of
the owner to secure to himself the continued and complete use
of an object, i.e. to eclude others from the use of it, or else it
may rest upon law or custom, in which case the community is
the force behind the owner and guarantees the ownership.

The possibility and need of a continued and exclusive use of
different commodities in a primitive society vary in degree with
the commodity. Herein, in all probability, is to be found the basis
of the gradations in the process of development of the principle
of ownership. Historical research, as well as observation of
primitive communities, show that the first developments of
ownership were in connection wWith things which are the result
not of communal but of individual labour.! This explains why
land, which was cultivated by the labour of the whole com-
munity, was the last thing to become subject to individual owner-
ship, whereas the principle first developed in connection with
things such as clothing, ornaments, weapons, tools, war booty,
male and female slaves, and, finally, cattle. Our investigations
show that in the case of pastoral peoples, cattle, which can follow
the owner about, were the object of individual ownership, whereas
land, which was immovable, was communal property in a scarcely
lesser degree than air. In the case of certain classes of these
objects the conception of ownership as the absolute connection
of the object with the owner developed to a special degree.
This is shown by the customs of many primitive races who made
it a rule to place in the grave of a dead man the most personal
of his possessions, often including his wives. These customs
may indeed be based on ideas that the soul of the departed was
in some way connected with the articles of his personal use, but
this very superstition of associating the person with the object is
in itself the strongest elaboration of the conception of ownership.

With the development of property certain forms of change of
ownership arise, in particular barter, the form which first brings
money into consideration. Barter is indeed already a eomplicated
form of exchange. It is in the nature of a double act which
presupposes agreement between two individuals. The most
primitive forms of change of ownership were certainly plunder
and the bestowal of gifts. Among certain Polynesian tribes
these were, even in the nineteenth century, the only forms of

! For example, personal skill, as acquired by learning a trade, is regarded

as the chief mear for the acquisition of property in the law of the Indian
clans. (Simmel, Philosophie des<Geldes, 2nd ed., 1907, p. 383.)
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change of ownership. Robberyfand gifts are one-sided acts
arising out of the will of a single individual. Robbery consists
in forcible acquisition at the expense of another without giving
anything in exchange; gifts result in depriving oneself of owner-
ship, by one’s own act of will and for the benefit of another, with-
out requiring counter-exchange. Gain and loss are found here
to their full extent without any admixture?

From these forms of exchange, barter may have arisen in the
following way :—

Among equals, e.g. guests, gifts found their complement in
return gifts, and the same custom which postulated gifts to be
made in return for those received established a requisite relation
between gift and counter-gift, wherein lies the bridge leading
to barter. Even nowadays we find amongst certain primitive
races barter in the form of a reciprocal giving of presents. As
soon as a present is given in ortler that a definite gift should be
received in return, and as soon as the reciprocating gift is con-
ditioned by the prior receipt of a specially desired article, the
giving of presents assumes the form of barter.

In forcible acquisition, transition to barter comes about when
the owner is able to withhold the object desired by his opponent,
and so to force the latter to render him an equivalent counter-
service. Here we find barter arising from the equality of powers
of the possessor and the one desiring to possess.

The step from the one-sided forms of change of ownership
to the form of barter is one of the most important in the develop-
ment of civilisation. Adam Smith had already pointed out that
a tendency to barter or exchange was something specifically
human, not to be found among other living organisms; but he
expressed no opinion as to ‘‘whether this propensity be one of
those original principles in human nature of which no further
account can be given, or whether, as seems more probable, it is
the necessary consequence of the faculties of reason and speech.”
Recently Simmel described barter as a consequence “of that
general characteristic of which man’s specific nature seems to be
composed.” ‘“Man is an objective animal,” he says. ‘‘ No-
where else in the animal world do we find even the basic conditions
of what we know as objectivity—the observation and treatment
of things opposed to subjective feeling and will. As against
simple giving or taking, acts satisfying to the full the purely
subjective impulse, barter presupposes objective valuation, con-
sideration, reciprocal recognition, an inhibition of the purely sub-
jective desire. That this objectivity is not voluntary in origin
but is brought about by the possession of equal power by the
opposed parties, is of no special importance.s The decisive,
specifically human quality is that ¢his equality of power does
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not lead to the plunder of one by the other in combat, but to
reflective exchange. In this we have the transition from one-
sided and personal possession and the will-to-possess into an
objective act, arising from, but transcending, the interaction of
the participants. Barter, which is self-apparent to us, is the first,
and in its simplicity truly wonderful, means for the reconciliation
of justice with acts of change of ownership. The one who
receives is at the same time a giver, and the characteristic of
gain on one side only, found in exchanges of property under the
domination of purely impulsive egoism or altruism, vanishes."”

If, then, barter presupposes personal ownership, so, on the
other hand, there is no doubt that with most nations the creation
of individual ownership received a certain impetus in its develop-
ment from a definite kind of trade By barter, viz. from trade with
more advanced foreign nations. The desire to barter increases
in proportion with the increase ih the variety of commodities in
the possession of different individuals. For the aim of barter is,
of course, to obtain something else in place of that which one has.
Accordingly, the desire for barter is quite weak within a group or
tribe which, in a primitive stage of development, produces only
articles of great similarity. The position alters when contact is
established with foreign nations which live under other natural
and technical conditions and produce goods of other kinds. So
it may happen that barter is frequently introduced into particular
groups or tribes from outside, and on this account foreign trade
may claim priority over home trade. One need only consider the
strong impetus to barter felt by savage or semi-savage races when
enterprising traders from more civilised countries enter their midst
and dangle before them all kinds of seductive objects such as beads,
cotton and iron goods, etc., entirely unknown to them, and which,
on natural or technical grounds, they could not themselves pro-
duce. Whilst these foreign merchants take, in exchange for the
articles which so strongly excite the savages, specific commodities
such as skins and furs in northern countries, ivory, rubber, gold
dust, etc., in Africa, they stimulate amongst the natives the
systematic production of these commodities with which to barter.
Thus, intercourse with foreigners substantially advances trade by
barter, and the commoditites of foreign trade, both import and
export, constitute everywhere the earliest category of goods
subject to personal ownership. Consequently, not only does
barter presuppose ownership, but it contributes also to the
development of the principle.

Barter, based on the establishment of a relationship, a balanc-
ing between things of different kinds and different qualities,
gaverise to new conditions. In addition to counting the grticles,
their exact measuring and weighing now become of impdgtance.
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Particularly important is the comparison of the values of the
goods to be exchanged.

For counting no special artificial arrangements were required.
For primitive measuring the dimensions given to the human body
by nature were used. The arm, thumb, foot, step were all
used. The natural weighing-scales are the palms of the hand.
More accurate weighing first became necessary in the case of the
most costly articles. Thin gold spirals we:e at first divided into
small pieces merely by eye measurement, but recent metrological
investigations show that the gold scales were the first artificially
constructed scales used by man. Fruit kernels served for weights.
The “ carat,” which was long used by civilised man the world
over as the unit of weight for gold (in Germany until the second
half of the nineteenth century), is of Arabic origin and based on
the kernel of the carob-bean. Recently the theory has been
advanced that the unit of welght still used in England in the
trade with the precious metals and in coinage—the troy pound
—is of similar origin, its smallest subdivision—the grain—being
believed to be derived from the weight of a grain of barley.

The development of the methods for estimating * values "’ is
the most complicated and interesting. We have here no concrete
and tangible data such as exist in the case of measurement and
weight, for valuation is a subjective process. Value is not
embodied in the things themselves, but results from a process in
the human brain. In any case, value has in this respect a double
meaning (Simmel, Philosophie des Geldes). Human society is
characterised by a widespread uniformity of views and general
agreement about the purposes which things serve, and this
characteristic produces certain forms or rules effectively influenc-
ing the subjective process of valuation in the individual mind.
These norms, resulting from a sum of similar subjective occur-
rences, appear as something outside the mind of the individual,
as something axiomatic in the realm of things—in brief, as some-
thing objective. Barter, which consists in the exchange of one
commodity for another, has had the effect of making it appear
that “ value "’ is something inherent in the thing itself, and not
subject to the will of the individual ; for in the case of barter the
value of an article is embodied in the other article for which it
is exchanged. But although value thus transferred from the
human brain to the outer world appears as an inherent property,
this conception does not give a tangible basis for estimating
values. Even the conception of a measure of value, embodied
nowadays in money, differs essentially from the standards of
weighing and measuring which serve to ascertain dimensions
and weight objectively, and at the same time.are a common
‘expression of magnitudes and of weights. For money serves only
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as the common denominator of values, but is incapable of being
used for ascertaining absolute values! But even this limited
conception of the measure of value did not exist in the days when
money was first being evolved. "

How the complicated process of comparison of values grew
and developed in the imagination of primitive man is a matter
as to which, with our®scanty data, we can obtain only a very
rough idea. We are told, for instance, that the natives of the
Bismarck Archipelago use cowrie-shells in barter, arranged
serially and called “‘ dewarra,” which they exchange for fishes
by giving a length of *“ dewarra "’ equal to the length of the fish.
Elsewhere, again, we find equal measures of two things being
taken as of equal value—as, for instance, a measure of wheat and a
similar measure of cowrie-shells.? Such examples show the earliest
stages in the process of comparing values; values are compared
quantitatively, and any compari$on of values not based on the
quantitative congruence represents a much higher mental process.

As to the methods of comparing values which are an advance
on the purely quantitative basis, we have the researches of Ridge-
way to guide us. These point to the probability that quite early
there were established, between all commodities which were
privately owned and accordingly exchangeable, ratios of value,
based on convention, which served as standards of value for
purposes of exchange and were liable to but slow variation. This
assumption is borne out by observations amongst peoples still in
a semi-savage state. Thus, in ancient Greece and in Ireland a
male slave was taken as equal to three cows. Even in quite recent
times interesting tables of value of the most important exchange-
able commodities were to be encountered amongst the numerous
semi-savage peoples of Africa and the South Seas. Ridgeway
and Schurtz give quite a number of examples. The latter, for
instance, quotes from Mollien’s book on his journeys in the
interior of Africa® the following table of values for Bondu in
Western Soudan :—

I slave=1 double-barrelled gun and 2 bottles of powder.
,, =35 oxen.
,»» =100 pieces of cloth.
1 string of glass beads =1 gourd bottle of water.®
" " ,,» =1I measure of milk.
" v ,» =1 armful of hay.
2 strings of glass beads=1 measure of millet.
1 Cf. details given in Vol. II, Chap. iii, para. 5.
* Compare Simmel, p. 105; Schurtz, Grundriss einer Enistehungs-
geschichte des Geldes, 1890, p. 80, and the works there cited.

® Gaspard Moellien, Découverte des sources du Sénégal et de la Gambie
(English edition by T. E. Bowditch, London, 1820).
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In Darfour in Central Africa there existed, even at the end
of the last century, a table of values the basis of which was a male
slave of specified normal size. Such a slave ranked equal to 30
pieces of cotton cloth of a certain length, or to 6 oxen, or to
10 Spanish dollars of a particular fineness. This system was
supplemented by rings of pewter, strings of beads, etc.

We cannot ascertain how these ratios® of value developed or
how far they originated in payments made to priests and chiefs ;
but that they should have arisen need cause no surprise. The
more active and intricate trade becomes, the more sensitive
becomes the exchange relation of different commodities; the
more inactive and primitive the trade, the more sluggish is
the movement of prices.! We need only compare the movement
of prices on the Stock Exchange, that most delicate organism of
modern trade, with the same movement in outlying provinces.
In the latter, even now, prices &nd wages are frequently dictated
by custom, varied only by compulsion, often unwillingly. Here
custom rules, there individual evaluation obtains in each particular
case.

It is probable that these ratios of value based on custom
covered all commodities which could be considered alienable
property. Definite fixation by general agreement of the relative
values of goods makes barter substantially easier by eliminating
the necessity of estimating values for each individual act of barter.
It is in fact possible that on an extensive scale barter could only
come into being upon the establishment by the civil or religious
powers of ratios of exchange, because only thus could the difficulty
caused by the absence of any tangible basis for comparing values
of commodities of different kinds be overcome. Long after these
primitive stages, an objective formula for exchange and prices
was a necessity in trade. Fixation of relative prices and similar
arrangements supplied such a formula or rule.

It has been held that the first appearances of money are to be
discerned in commodities thus related by a traditional ratio of
value (Ridgeway and Lotz). But this assumption loses point
where the tables of value cover all exchangeable goods. So long
as this is the case, money and other exchangeable goods have not
yet becomse differentiated. The essential characteristic is still
missing, whereby individual commodities are selected from all
those exchangeable and are primarily applied to the purpose of
facilitating the exchange of the remaining commodities—not being
exchanged in fact for their own sake, but so that they may be
exchanged again for other things.

Money had, therefore, first to evolve from the mass of those
commodities which represented property and stood in a ratio of

1 Cf. Ridgeway, The Origin of Metallic Currency, 1892.
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exchange regulated by custom, We must visualise this evolution
ifi“the following way : At first certain commodities yielding a
direct use would at times also serve the subsidiary purpose of
a medium of exchange. Clearly, not articles of direct consump-
tion but commodities of permanent utility would be chosen for
this purposé. The savage and half-savage is distinguished by his
lack of care for the future. If lucky in war, hunting, or fishing,
he does himself right royally as long as supplies last; then he
again suffers hunger. Game, fish, and fruit he consumes as qul.ckly
as possible. On the other hand, articles of ornament of all kinds,
such as rings and bars of gold or bronze, beads and shells, weapons
and precious vessels, male and female slaves, herds of cattle, etc.,
may be accumulated’ in large quantities. Anyone would, if
necessary, take these articles in exthange—especially with the
intention of keeping them for his own use. Driven by need, or
finding some other object more A&ttractive, he would decide to
pass these articles on in exchange for others. Thus, even in our
day, Indian women carry their entire possessions of money on
their bodies in the form of silver ornaments. In other words,
silver is used by them as an ornament only so long as there is no
need to use it as money. v~

The more, therefore, with the development of barter produc-
tion was also increased, and led to a greater intricacy in division
of labour, the more the difficulties even under the simplest condi-
tions of direct barter tended to bring about a systematic use of
certain commodities as media of exchange. When the number of
exchangeable goods increases, it becomes less and less likely that
a case should arise of the meefing of two people each of whom
has a superfluity of just those goods of which the other stands in
need. The increasing difficulty of direct exchange led perforce to
an attempt to reach the goal by indirect methods. The diffi-
culty could be overcome only if those who owned certain goods
in superfluity were able to exchange these for goods which they
could in turn at any time exchange for things which would cover
their real wants. Commodities, therefore, which at first were
only occasionally used in this way for exchange, came gradually
to be accumulated for systematic use as a medium of exchange.

The articles which, according to historical data, gvere used
by various nations as money in the initial stages of commercial
intercourse, articles even to-day so used by semi-savage races,
form a most varied collection. The special economic conditions
under which the various tribes and nations lived, the predomin-
ance of hunting or of pastoral pursuits, or again the possession of
metallic wealth, the influence of contact through trade with other
nations and tribes and other circumstances, influenced the use of
specified commodities as money. The regulations of the temporal
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and spiritual powers, which prescribed certain commodities for
the payment of dues and tithes, also exercised an influence in
the same direction.

Mystical and religious occurrences of all kinds are even found
to have influenced in a peculiar way the evolution of primitive
money systems. We find hunting races using primarily weapons
as a medium of exchange; pastoral races, cattle; and tribes in
contact with foreign traders various articles of trade. Com-
modities which are chiefly for direct consumption, such as wheat,
rice, tea, cocoa beans, tobacco, dried fruits, salt, and many other
similar commodities, serve, for the reasons already indicated, as
a medium of exchange only in more advanced stages of economic
development. These products presuppose in themselves the
existence of regular econoniic intercourse, and their employment
as money is frequently met with even when metallic money is
already known, but where tlie amount of metallic currency is
insufficient, and has to be supplemented by these products. This
happened, for instance, as late as the end of the eighteenth
century in some provinces of the United States of America.

In addition to the named commodities, there is a group of
commodities which, in quite early stages, came to be used uni-
versally as a medium of exchange. Articles which could be used
as ornaments come within this group—precious stones, bronze
and metal ornaments, and even cowrie-shells probably began to
fulfil the functions of money because they could be used as
ormaments. Of all commodities which can be used for the pro-
duction of ornaments the precious metals, gold and silver, became
of the greatest importance in thé evolution of money, and have,
in the course of time, deprived all other commodities of this
function.

Extraordinary results have arisen from the connection between
mystical conceptions and money in the minds of certain semi-
savage races. Rarity of sources of supply, antiquity, the bring-
ing of the money from distant parts accompanied with definite
ceremonies, some sort of connection between money and the cult
of the dead and the belief in ghosts—all these have frequently
brought it about that semi-savage races clothed certain com-
modities, dn themselves useless, with a mysterious dignity. Thus
the extraordinary glass and enamel money of the Pelew Islands
derives its value from its antiquity and the belief in its super-
natural origin. The stone money of the island of Yap, which
consists of millstone-like slabs of aragonite of varying sizes, is
imported under conditions of great danger from the Pelew Islands.
The inhabitants of the Bismarck Archipelago were in the habit
of fetching their shell money at definite times fsom certain parts
of the north coast of New Pomerania.
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Since, then, the commodities which served as media of exchange
were selected from among exchangeable commodities, they were
naturally subject to the dominance of the ratios of value ‘which
custom prescribed for all such commodities. The traditional
ratios of value created to some extent a kind of uniform monetary
system from a most varied collection of commodities, such as
slaves, oxen, sheep, rings and bars of precious metals, shells,
skins, salt, etc. But these primitive monetary systems must not
be considered from the point of view of our modern systems. The
line of demarcation between a medium of exchange and a com-
modity of exchange was altogether indefinite, and money was not
yet a thing unto itself in contradistinction to all other economic
goods. Further, the commodities serying as media of exchange
in these scales of value were by no means always interchangeable,
a necessary condition if the various species of money are to form
a monetary system. It is rather a case of a definite serial order
of separate kinds of money, as a result of which valuable goods
can only be exchanged by means of correspondingly valuable
media, and inversely, valuable media of exchange can only be used
to exchange valuable goods, and not for the purchase of large
quantities of inferior articles. Thus, in Africa it often happened
that slaves could not be bought against media of exchange of
an inferior type, but only exchanged for such valuable goods as
ivory, weapons, or gunpowder. In Angola ivory could, in trade,
be exchanged only for gunpowder and guns. In Bechuanaland
cattle could not be bought in exchange for tobacco, which was the
general medium of exchange, buf only in exchange for iron and
tools. Similarly, in certain parts of West Africa one could not
obtain gold in exchange for glass goods, tobacco, etc., but only
for cloth, salt, or amber. Wives, too, could only be bought in
certain places against definitely specified media of exchange.?

The relations between the different kinds of media of exchange
seem, therefore, notwithstanding the customary ratios of value
existing between them, not to be purely quantitative but to a large
extent also qualitative. Such relations cannot exist in monetary
systems, the characteristic of which is absolute freedom from
specific qualitative differentiation.

There are certain commodities, the possession of which was
a sign of power and gave social standing; but these cannot be
regarded as money, for, although they were in some cases so
regarded, because of their similarity to some forms of money,
they were not, in general, media of exchange, but were, in fact,
specially marked by the characteristic of not being alienable.
Such, for instance, are the finely worked mats of Samoa. Each
of these has its more or less mythical history, and the value

! Cf. Schurtz, p. 80; Simmel, p. 288.



14 MONEY

of the mat and the social standing conferred by its possession
vary in accordance with the import of its history. These
mats are a valuable possession of Samoan families, but do not
function as media of exchange. At each fresh election of a king
they were redistributed with ceremonies which mostly led to
bloody feuds. They then remained in the possession of the family
until the next election. How little they can be regarded as
money, in any sense of the word, is shown by a document in the
archives of the Government of Samoa, which is a writing from
the * high chief” Mataafa to the Governor begging him to declare
the mats to be unpawnable as they were holy and had the same
importance for an inhabitant of Samoa as orders of chivalry and
titles had for Germans.

The so-called stone money of Yap is alse, if only on account
of its weight, unadapted to the performance of the functions
of money. The significance of the larger pieces lies clearly less
in their exchangeability than in the fact that the possession of
them (just as in Samoa the possession of the finely worked mats)
is a sign of social standing.

9 4. The Precious Metals as General Media of
| Exchange

As has been mentioned, amongst the commodities which even
in the earliest days served as media of exchange metals are found
almost everywhere,—the precious metals, gold and silver, in
particular, but to some extent also copper, bronze, iron, and also
tin. The demand for ornaments for which precious metals are
mainly used developed quite early and universally, side by side
with the demand for weapons and tools for which the baser metals
suffice. This general demand resulted in the metals being
recognised as specially suitable as media of exchange.

We meet with gold and silver as such media in our earliest
researches into the history of Assyria, Babylonia, and Egypt. As
for Greece, Plutarch gives iron as the earliest general medium
of exchange, and in conservative Sparta iron money continued
current until quite a late period. In Italy, of all metals copper
was the one which first served the purpose$of money. Tin money
is found in the Malay States, where tin exists in large quantities.

Everywhere, however, with developing civilisation the pre-
cious metals gradually occupied the first place, and were more and
more exclusively employed for the performance of the functions
of money. Together with them, baser metals, especially copper,
were to a small extent retained. All other commodities which
originally served as money have now altogether teased to perform
this function.
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To some this process of evolution may appear wonderful and
inexplicable, or as something of a paradox, in that the precious
metals, which do not satisfy pressing necessities but only serve
for decoration and pander to vanity, should have been raised to
a dominating position in economic intercourse through their use
as money, and that all should be ready to accept these dispensable
precious metals in exchange for indispensable necessary articles.

But this paradox appears only on the surface. It is just this
relative dispensability, combined with the beauty, durability,
scarcity, and other qualities which precious metals possess, that
has secured for them their position as the most important raw
material for money in civilised communities.

Their beauty and their quality of Reing easily fashioned make
them universally desfrable as raw material for ornaments and for
other articles of all kinds, quite apart from any question as to
their utility. Whilst there is no pressing necessity for these
metals, such as there is for food and clothing, the demand for gold
and silver for the production of articles of luxury is much less
limited than is the demand for commodities most necessary to life.
It is not to the interest of anyone to accumulate more foodstuffs
than are necessary for the satisfaction of hunger over a more or
less short period of time, but there is no limit to the accumuietion
of articles of ornament. The human stomach has limited capacity ;
vanity, ostentation, and the desire for decoration have, however,
no limit of satiety. Whoever, therefore, possessed a superfluity
of necessaries would be inclined to take in exchange for them
precious metals in a raw or manufactured state; because not only
did the possession of these flatter his vanity and increase his
social standing, but he could be certain that, whenever he thought
fit, he could obtain in exchange for them things which he needed
and which existed in superfluity elsewhere. The indispensability
of food, etc., for an individual has a quantitative limit. When
this limit is passed, food is absolutely superfluous, and may
become a nuisance in view of the difficulty and risk attached
to its storage. In the case, however, of precious metals, their
very dispensability enhances the general and quantitatively un-
limited demand for them and the uses to which they can be put.

The precious metals possess, moreover, an almost unlimited
power of resistance to destructive influences. Neither water nor
air affects them, and they only suffer diminution of weight by fire

‘at very high temperatures. Gold dissolves only in a mixture of
three parts of hydrochloric acid and one part of nitric acid (aqua
regis). Itisattacked by only chlorine, bromine, and a few other
chemicals. Silver is dissolved by nitric acid and by concentrated
sulphuric acid, amd is attacked by hydrochloric acid. Further-
more, the precious metals show great resistance to the physical



16 MONEY

effects of rubbing, especially when alloyed in a suitable pro-
portion with other metals. These qualities enable them to be
easily stored for any length of time without risk of change in
their substance. They came thus to be universally acceptable in
exchange, as acceptance did not imply any compulsion either
to put them to immediate use or to exchange them further with-
out delay, as would be the case with other commodities which
are liable to spoil quickly.

Again, the composition of the precious metals is absolutely
uniform. It does not vary from piece to piece, and is independent
of the place of origin. This is, strictly speaking, also the case
with the baser metals, such as copper, although these are found
mixed with other metals ip greatly varying degrees, and, unlike
the precious metals, cannot be refined in any way which is not
relatively too costly. The homogeneity of the precious metals
means that differences of quality do not arise to complicate matters,
and equal weights of the same metal have ever the same values,
and can, therefore, be readily substituted one for the other.

A still further important quality of the precious metals, which
is essential to their function as money, is their unlimited divisi-
bility. Precious metals can be divided with exactness into the
smallest conceivable parts, and can again be melted together into
a whole at but small cost. As a result of this latter possibility,
the value of different pieces of these metals always corresponds
to their weight. For this reason even the minutest subdivision
does not bring about any loss of value. It follows, therefore,
that there is no limit to the magnitude of the values which can
be represented by the precious metals in contrast with com-
modities, such as slaves and cattle, which are, by nature, in-
divisible, or with commodities which can only be divided with
loss of value, as is the case with diamonds. It has so far been
found possible to make small diamonds out of large ones, but not
one large diamond out of a number of small ones.

The plasticity or malleability of the precious metals has one
particular consequence. It renders them peculiarly adaptable to
take impressions, and this makes it possible for individual pieces
to be authoritatively certified in regard to their fineness and
weight. *The great importance of this quality will be explained
in more detail later. :

A further consideration is the relative scarcity of the
precious metals and their consequent high intrinsic value.
Their specific value is high as the available supply is limited
in relation to general demand, and can only be affected by new
supplies. On the other hand, the available supply is sufficiently
large to make it possible for these metals to be used extensively

as money.
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In view of the high intrinsic value of small weights and volumes
of the metals, the cost of storage or transport is relatively much
less than in the case of most other commodities. This also
increases their acceptability, facilitates their use in exchange, and
generally renders their preservation, whether at rest or in motion,
extremely easy.

Finally, we must mention that especially important property
of precious metals—relative stability of value, which follows from
some of the previously enufﬂﬂ@%‘r’éﬁé‘ﬁﬁs.

This stability of value stands in a double connection with the
substantial resistance offered by the metals to chemical and
physical processes. Firstly, their resistance excludes all those
variations in value which unavoidably occur in other commodities
through changes of substance. Sedondly, the durability of the
precious metals leads to such an accumulation of them, that the
largest fresh annual production, even under the most favourable
conditions, forms a very small fraction of the aggregate.

The quicker the process of destruction or of consumption of
a commodity, the greater is the ratio in which new supplies stand
to available total supply, and the stronger is the influence of new
supplies on price fluctuations. In the case of wheat, for instance,
the supplies of each harvest generally exceed the stocks available
from previous harvests, and year after year the available quantity
of wheat, as well as its price, fluctuates primarily with the result
of the harvest. In the case of gold, however, even the maximum
quantity ever produced in any one year, namely, 2'1 milliard
marks 1n 1913, represented only some 5 per cent. of the gold
supplies of the world, which wére then estimated at 40 milliards,
and probably only one-half of this percentage of the entire supply
of gold and gold articles. Thus the durability of the precious
metals makes them peculiarly proof against fluctuations caused
by new supplies.

Only an unusually great or small production of the precious
metals, spread over a long period of time, could have any marked
effect upon their value.

The importance of the durability of the precious metals is
strengthened by certain consequences which follow from the
sumptuary character of gold and silver. It is a well-known fact
that price fluctuatiofip are greatest in the case of the most indis-
pensable articles of flecessity, and that they diminish in propor-
tion as the degree ¢f dispensability of the commodity increases.
With articles of luxury a smaller drop in price will re-establish
the equilibrium between supply and demand than is the case with
necessaries. The demand for bread cannot be subject to any
substantial dimjnution, because one would clearly rather do
without other things than starve. It follows, therefore, that

* VOL. I 2
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much greater increases of price are necessary in the case of bread
in order to shut out that part of demand which cannot be satisfied
by the available supplies than would be the case with easily
dispensable articles of luxury.

On the other hand, as has already been shown, the level of
consumption of the most indispensable commodities cannot suffer
any substantial rise, and a glut of foodstuffs, etc., which easily
go bad, can, therefore, be got rid of only by a disproportionately
large drop in price, whereas this is not the case with articles of
luxury, the demand for which is subject to no limitation whatever.
While, therefore, the first condition and outward symbol of the
stability of the value of the precious metals lies in the durability
of their substance, this quality is considerably strengthened by
the circumstances just explained.

Certainly, the qualities enumerated above can be met with in
other commodities in an equal or even higher degree. But such
a happy and complete combination of them is only to be found in
the precious metals.

For example, diamonds have in a high degree the property
of high intrinsic value. But they are far less indestructible and
they do not at all possess the quality of plasticity. By combining
within themselves the various qualities we have enumerated, the
precious metals become more suited to the performance of the
functions of money than any other commodities, and they have
consequently gradually supplanted all other kinds of money.
This did not, of course, result from any definite act of will to
use only the precious metals as a medium of exchange, an act
of will based on the clear recoghition of their advantages by
someone, somewhere, at some definite point of time. Their
inherent adaptability for this purpose gradually won recognition
of its own accord. Each individual acted in a manner which
seemed to him most advantageous for his own personal interests,
and the precious metals gradually came to be the exclusive medium
of exchange.

If, therefore, we bear in mind that in addition to their positive
advantages, the precious metals are subject to an influence of
a negative kind, tending in the same direction, we see that the
process of development must indeed have been on the lines
indicated. = General economic progress, based on continually
increasing division of labour, must of itself have resulted in a
complete exclusion of other commodities which, side by side with
the precious metals, functioned originally as media of exchange.
We need only remember the case of cattle money, the most
important group in this latter class. It is obvious that cattle
could only be used as a general medium of exchange by nomadic
and pastoral races, with whom cattle-farming is a universal
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™
occupation. As soon, however, as agriculture steps in, cattle-
farming loses some of its advantages: and these become pro-
gressively more limited as the pursuits of man become more
varied, more separated from each other, and in proportion as
they lose their direct connection with the land.

It is just in those pursuits which in the later stages contri-
buted most to the development of monetary systems—that is, in
urban industries—that we lose the basic conditions for the use of
cattle as money. An artisan who has no land and no grazing
rights is not in a position to accept oxen and cows in exchange for
his products.

Thus those commodities whose degree of utility and possi-
bilities of storage depended upon conditions resulting from
particular pursuits; must, necessarily, have been gradually super-
seded as media of exchange, and this process of exclusion will have
led to the more and more univer$al and general adoption of the
precious metals as a medium of exchange, as they can be used and
stored without regard to any conditions depending upon par-
ticular pursuits, and as their natural properties so strongly aided
their acceptability as a general medium of exchange.

€ 5. The Invention of Coinage

In spite of the many natural advantages of the precious
metals as media of exchange, their extended use was met by a
hindrance. The high value of silver, and more so of gold, rendered
it particularly important to ascertain with exactness the weight
and composition of the separate pieces. When all members of a
tribe were hunters, they all had the requisite expert knowledge
for valuing weapons and other hunting appliances; when all
were stock-breeders, each man knew how to value at sight an ox
or a goat. But at no time did any but a very small section
of a community possess the expert knowledge necessary for
testing precious metals. The very weighing, which had to be per-
formed with great exactness, presented difficulties even after the
invention of the gold-balance. Still more difficult is the task of
determining whether, and how much, base metal has been mixed
with the gold or silver. The appearance of the piecas of metal
is but slightly altered even when relatively large quantities of
copper are added and the high specific weight of the precious
metals, particularly of gold, is not sufficient protection against
their being fraudulently alloyed with other metals of lesstr value.
In order, therefore, to ascertain definitely how much gold or
silver is contained in a bar, a special testing process is required.
This necessity of weighing and testing the precious metals at each
individual transaction must clearly have greatly retarded their
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general use as media of exchange, and the difficulties led to those
precious metals intended for exchange being transformed into
rings and bars of a specified fineness and weight. In Babylon,?
where the precious metals (gold and silver and also the so-called
electrum or white gold, which is a natural mixture of both)
appear to have won supremacy in the realm of money, people
reckoned in definite units of weight of the precious metals. The
system of weights was based on a sexagesimal division (1 talent=
60 minz or 60 shekels). With certain modifications this system
spread over the whole of Western Asia, Egypt, and Greece.
Gold and silver stood to each other in a definite ratio of value
of 134 to 1. The unit of weight for gold and silver differed in
that the lighter mina of gold was taken as equal to 10 mine of
silver. In Babylon this system provided the basis of develop-
ment of an advanced system of money which even gave rise to
extensive credit arrangements, ds is evident from the innumerable
cuneiform inscriptions found in the ruins of Babylonian cities.
Notwithstanding this high degree of development, we find no
trace of coinage in that period. Men were satisfied to reduce the
bars to pieces corresponding with the lower subdivisions of the
weight scale, and to give them some form convenient for trade.
They made them into bricks, rings, etc., of definite weight. The
smaller pieces were also made in the form of rings. We find
many representations of these on Egyptian monuments.

The method by which these uniform pieces of metal were
produced did not, however, provide sufficient security against
fraudulent tampering with their content of pure metal. One
might expect that the idea of certifying the contents and weight
of the bars and rings by impressing them with a stamp would
naturally arise, especially as the precious metals lend themselves
to stamping, and it seems extraordinary that this idea appears
only at a relatively late date.

In ancient Babylon and Egypt such stamping was quite un-
known. The Jews before the Babylonian exile only weighed
their money. This was also the practice of the Greeks before the
time of Homer, and of the Romans probably up to the time
of the Decemvirate (pendere=to weigh; derivatives, expensa,
stipendium, etc.). The Chinese tael of to-day is merely a unit
of weight of uncoined silver.

The aldest pieces of precious metals impressed with a uniform
stamp appear, as far as our knowledge goes, in the seventh
century B.C. in that part of Asia Minor which came into close

! Cf. Brandis, Miinz-, Mass-und Gewichtssystem in Vorderasien, 1866 ;
Hultsch, Griechische und Romische Metyologie, 1882 ; Eduard Meyer,
*‘ Orientalisches und Griechisches Mtinzwesen,” article in Handworterbuch
der Staatswissenschaften.
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contact with Greek and Oriental civilisation. Herodotus as-
serted that the Lydians were the first nation to strike gold and
silver coins. Modern researches and discoveries of coins have
confirmed this assertion. From Lydia, the invention of the coin
appears to have spread rapidly over the whole of Western Asia
and Greece, and ultimately over the whole world.

The oldest Lydian coins we know are very simple in appear-
ance. They are little ovals of metal which have on the one side
a number of parallel lines, and on the other a series of irregular
incisions. Of somewhat later origin are the coins which have
on the obverse definite impressions, ¢.g. the head of a lion, and
on the reverse, in place of the irregular incisions, a square
(quadratum incusum). It took a long time before the reverse
also came to have a picture impfessed upon it. (About the
middle of the fifth century.) We find in addition to heads of
animals, representations of a religious nature, such as pictures of
gods, which point to a connection between temples and mints,
a connection which subsisted for a long time. Inscriptions
giving the name of the place of minting or of the issuer appear
quite early, side by side with the impressions mentioned. But
the custom of impressing on the coin the effigy of the territorial
ruler is not met with until we come to Hellenic times.

It was natural that the first coins should be struck exactly
on the basis of the system of weights in force. Latterly the
theory has certainly been advanced that coins were frequently
closely related to the media of exchange which existed before
their evolution. Where unminted metal, even before the inven-
tion of the coin, was used as fhoney based on the existing scale
of weights, both points of view coincide. Where, before the
introduction of coinage, cattle played an important part as
money, the principal coin is frequently assumed to have been
struck so as to contain a quantity of metal corresponding to the
value of an ox, and as an external sign of this value the oldest
coins are frequently impressed with an image of an ox, etc. The
Romans not only impressed their copper coins, boum oviumque
effigie, but the name pecunia (pecus=cattle) passed from the
cattle money to the metal money of later date.

We note the following as to the materials from ,which the
coins were struck :—

The coins of Lydia and of the Greek cities of Asia Minor wetre
struck from electrum, in which gold and silver were not always
present in the same proportion. The silver content of these
coins rose, however, in the course of time, from one-quarter to
two-thirds, apparently as a result of intentional debasement.
This kind of dabasement could be comparatively easily brought
about, as obviously no reliable process existed for determining
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accurately the fine content of electrum. The electrum coins
were consistently described as gold coins.

Silver coins are met with only at a later stage, and in Asia
Minor seemed to have served only for local trade, as would
appear, above all, from the fact that the silver coins struck in the
several cities greatly differ in type, whereas the gold coins are
largely uniform. In Greece proper, however, silver formed the
main part of the currency.

It is noteworthy that, side by side with the principal coins,
typified by the gold “ stater,” weighing about 14-2 grams and of
a value of about 1-5 pound sterling, and by the }th “ stater,” very
small coins were also struck down to the @, th “ stater,” a gold coin
which would be worth about th of a gold pound sterling. At a
later period Athens even strutk gold and silver,coins of such small
value as 4th “obolus,” the gold coin being worth little more than
3d. and the smallest silver coin<about }d.

Copper was minted much later to meet the demand for small
money. In Athens this did not happen before the time of
Pericies. Copper coinage is not found in general use in Greece
before the fourth century B.C.?

In Rome unminted copper served as a medium of exchange
in the days when cattle was the common and chief medium of
exchange. Gradually it supplanted cattle as money. As has
already been mentioned, copper by weight was used up to the
time of the Decemvirs, although even at the time of King Servius
large bars of copper appear to have been impressed with definite
signs (aes signatum). The silver coin was not introduced in
Rome until 268 B.C., and the gold' coin not before the end of the
Republic.

If we examine the nature of the coin more closely, we find that
even in its most primitive form it is something more than a metal
bar of which the weight and constitution are authoritatively
certified by an impressed stamp. Even before the invention of
the coin, Pheenician merchants of standing stamped bars of
precious metals so as to save themselves the trouble of testing
and weighing; and to-day, in the bullion trade, bars are impressed
with certain signs which indicate their fineness and perhaps also
their weight. Stamping to certify fineness is even to-day the
general practice in the case of gold and silver articles. The
stamped bars would, however, not be described as coins by any-
one, not because their form and size do not correspond with those
which we are accustomed to find in coins, not because they are
relatively heavy pieces, and so unsuitable for easy transfer from
hand to hand as money, but rather on account of the more
important consideration that the stamping in the case of bars is

1 Cf. Eduard Meyer.
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altogether individual in nature. The test is carried out with the
utmost exactness for each bar, and its fine content determines its
specification. But the specification of the content of pure metal
relates only to that particular bar, and the several bars show, even
when they are of the same model, differences of content and
weight which are of importance in view of the high value of the
metal. In the case of coins, however, the stamping is quite
general. The individual coin, unlike the individual bar, is not
an entity in itself. It is rather one of a kind. Stamped pieces
of precious metal can only then be described as coin when they are
individual specimens of a class comprising many similar specimens,
all of them being interchangeable because they are all of the same
value (fungibility).

For this reason coins belonging t8 the same type must not only
be exactly of the same fineness, but also of the same weight. In
order to prevent fraudulent abrasion of weight, the stamping on
the coin, unlike that on a bar, is made to extend over its whole
surface in so far as this is technically possible. The stamping is
then called the “ impression.”

That the several coins in a class are identical isa characteristic
frequently overlooked in definitions of the concept of a “coin’’;
and yet this very characteristic is of great importance in the
evolution of monetary systems and in the significance of money
in economic life. The coin minted on a uniform basis has results
which the individual stamping of bars of precious metal could
never have brought about, results which go far beyond the obvious
immediate advantages of a saving in weighing and testing in
connection with each individual transaction. Minting, on a
uniform basis, more than the guarantee of content and weight, has
widened the field of employment of the precious metals as money,
and created the first step for the definite separation of money
from the precious metals as a distinct category.

9 6. The Increase in the Utility of the Precious Metals for
Monetary Purposes brought about by Minting

When the contents and weight of bars of the precious metals
came to be certified by a definite impression or stamp, an import-
ant obstacle was removed from the use of the precious metals as
money. But such certification was not in itself sufficient to bring
about their general and universal adoption. Metal bars, of which
each has its content and weight separately certified, are sufficient
for purposes of large-scale trade. For international payments
bars have even to this day preserved their importance as money.
In trade on a sgpall scale, however, bars are unsuited as a medium

1 Cf. Knapp, Staatliche Theorie des Geldes, 1905; 3rd ed., 1921.
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of exchange, even with certified weight and content. In primitive
civilisations there are many classes of the population who can
count but cannot calculate. Reckoning with complicated figures,
where even the fifth and sixth places of decimals are of importance,
such as is necessitated with bars of precious metals, remains a
matter of inconvenience even in advanced stages of civilisation.
It is indeed easily overcome in the counting houses of traders
where large values are involved, but not in the give and take of
daily intercourse.

Complicated reckoning is reduced to a simple form only when
several kinds of coin are produced of which the larger are multiples
of the smaller and the coins within each of the different classes
are uniform in the matter of content, weight, and minting. By
this means it becomes possiBle to transfer any amount of values
by the mere counting of similar coins.

Only when calculation was thus reduced was the stage reached
when the precious metals, as coins, could be generally and univer-
sally used as media of exchange, a stage which is a turning-
point in the development of monetary systems, and even of that
of economic institutions generally. The advantages offered by
the nature of the precious metals for the performance of the
functions of money could now be exploited to the full even in those
sections of trade which could not weigh, test, or reckon with
complicated figures. In the form of coins, the precious metals
were readily accepted in exchange for other goods even where,
in unminted form, they were regarded with mistrust owing to
doubts as to their actual content. To all their natural advantages,
the coined form added facility and uniformity of transfer—indis-
pensable conditions for the development of money, which finds
its true function in continuous transfer. For this reason alone
the precious metals in minted form were able everywhere to
supplant all other media of exchange. While these latter were
gradually forced back to their original position as consumption
goods, the currency of minted money became greater and greater.
In proportion as minted metal became more and more accepted
in exchange for other commodities, the desire for it increased.
Thus coins became the object for which all other exchangeable
commodities could be obtained, and everyone, therefore, was
prepared to accept them in exchange for surplus commodities in
his possession,

1 7. Coins as the Embodiment of the Functions of Money

The more the functions of the medium of exchange became
concentrated in a single class of commodities, the stronger became
the contrast between money and other economic goods. So long
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as all exchangeable goods were at one and the same time goods
and media of exchange, the points of difference between the
money functions and the utility functions of goods were only
slightly discernible. But when the functions of a medium of
exchange become embodied in a uniform, specified, and limited
class of commodities, it is possible to differentiate explicitly
between media of exchange and other commodities. Even here
the universal medium of exchange is not yet solely such a medium,
but still unites within itself the property of a medium of exchange
and that of an article of consumption: such is the case of cattle
money and the unminted precious metals. We have not yet
reached the stage of a medium of exchange as such, but only the
stage where the function of a medium of exchange exists, although
that function is limited to a single group of commodities.

With the advent of the coin this function receives its definite
form. So long as bars of metal répresent also the raw material
for ornaments, so long as spirals and rings of gold are used both
as ornaments and as media of exchange in return for other goods,
so long is the difference between economic goods and a medium
of exchange not as apparent as it is when that difference has
received its complete embodiment in the coin. It is clear that
the coined metal is not, because it has been struck into coin,
permanently and irrecoverably excluded from the circle of the
other goods. Coins can, of course, be melted down at any time,
and the metal can then be used as raw material for the manu-
facture of articles of ornament; but so long as they remain coins
they represent in a concrete form the function of money which
before could only be performed by economic goods as a side
function. This gives us the basis for a definite differentiation
between money and other goods, and for a particularised con-
ception of money which contrasts money and other goods—two
groups of things which originally appeared as different functions
of the same object.

We must now trace the process of separation between money
and goods initiated by the coin.

While the coin appeared to all intents and purposes as a piece
of metal of which the fineness and weight were guaranteed, the
necessary conditions for distinguishing money and gapds were
incomplete. The metal still belonged to the circle of economic
goods. Before the distinction could be made the coin had to
acquire a degree of independence from the metal of which it was
composed.

Money in coined form proved, as has been pointed out, in its
usefulness as a medium of exchange, so far superior to the crude
metal that the cenception of a coin as the mere embodiment of
a quantity of metal became obsolete. Wherever the coin found
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a footing in general trade unminted metal immediately lost its
place. Only in its minted form did the metal exercise what was
soon felt to be its mysterious power over all other goods.

The idea thus arose that the impression on a coin was the
most important element in connection with it—the impression,
which at first was not more than a certification of the metallic
content of the coin (that is, of its original nature)—and that the
metallic content of the coin was really of secondary importance.
This idea became clearer with the recognition that even coins
with a metallic content reduced by use, or those originally of
inferior content, were accepted without question in trade. Men
began to consider minting as a kind of witchcraft which not only
converted ordinary commodities into money, but turned low
values into high ones. ¢

The conception of money as something of a special nature, as
against something embodying a specified quantity of precious
metal, received an impetus when coins were everywhere given
their own designations. Even in places where the name of a coin
was originally nothing more than a description of weight—for
instance, shekel, drachma, talent, as, pound, livre, mark, etc.—
the coin soon won for itself an independent position altogether
divorced from any idea of weight. Frequently, however, the
name of a coin had been chosen at random and had no connection
with weight. This apparent formality, the introduction of names
of coins, became of great importance on account of the fact that
wherever the coin established itself, commercial transactions and
contracts of payment soon came to be effected not in determinate,
state-certified quantities of gold, silver, or copper, but in definite
sums of gold, silver, and copper coin. Before the invention of the
coin, when money as such was not a concrete object but simply
a function fulfilled by a number of economic goods, the conception
of a sum of money could not arise. What is nowadays known
as a sum of money, was in those days represented only by the
number or by the weight of the various economic goods which
served as media of exchange. In order that money totals could
be measured and expressed, no other concepts and units of
measure were required than those which were necessary for the
detenmng.lon and description of the quantities of ordinary

long as, in the main, cattle performed the function
of money, a sum of money was identical with a given number of
oxen, sheep, etc. So long as unminted metal was used as a
medium of exchange, the sum of money was identical with a given
quantity of metal. Not until the coin arrived do we find a specific
method of measuring money totals, the basis of which was the
coin itself; and as all commodities became more and more ex-
clusively exchangeable against money in coin form, all values
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came gradually to be expressed in sums of money. Thus, the
coin, as the unit for calculating sums of money, became the unit
of measure in trade generally. This is the position to-day. We
still express sums of money, and in connection with these all
values and prices, in units which were originally units of coin—
namely, pound sterling, marks, francs, dollars, etc., just as in the
days immediately following the invention of the coin the Greeks
in Asia Minor expressed these sums in staters and the Persians
in darics. We do not express sums of money in pound weights
guaranteed by the State—that is, in pound weights of coined
gold or silver.

In this connection coinage confers on money absolute independ-
ence from the substance, the precious metal, of which it is com-
posed, and thus also from economid goods generally. Money
appears as an independent class of commodities with its own
quantitative specification. So long} of course, as the coin retained
de facto its original metallic content, this decisive separation was
only latent and potential. As soon, however, as the metallic
content of the coins became in some way or other altered, it was
inevitable that this separation should become actual and effec-
tive. The attitude adopted by the State towards money must,
above all, be considered here, because the State very soon arro-
gated to itself the power of coining money: and changes in the
metallic content had naturally, in the main, though not solely,
their origin in this power.

§| 8. The State and the. Manufacture of Coins

Before coins were invented, even highly developed adminis-
trations, such as, for instance, those of Babylonia and Egypt,
had no reason to occupy themselves at all seriously with the
question of their monetary systems. In fact they concerned
themselves only with the regulation of money payments and dues
to be made to the State and of legal fines and indemnities.

These unilateral transfers of wealth must, of course, be
differentiated from exchange. Their regulation depended on the
development of a general medium of exchange because they had
to be effected in the commodities functioning as media of gxchange.
It was important for the central administration, the priests, etc.,
to be able to obtain at any time, in exchange for such portion of
those commodities for which they had no use, the goods they
required. On the other hand, the regulations regarding the pay-
ment of taxes to the State or to the priests, and those governing
the payment of fines, certainly enhanced the acceptability of
certain commodities and helped to secure for them in the course
of time the character of a medium of exchange. For the very
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fact that a particular commodity can, or even must, be used for
the purposes referred to, gives it a greater degree of utility than
that which is inherent in it and makes it specially suitable for
exchange. Thus regulations relating to the payment of dues of
all kinds, sacrifices, and particularly taxes for the defence of the
country, certainly exercised a considerable influence in the early
development of monetary systems, and the traditional rates
between the values of the most important exchangeable goods
were probably strongly consolidated by the edicts and tariffs
relating to payments to the temporal and spiritual powers and
by those relating to fines.

Coinage imposed an entirely new task upon the State, and
this task brought the State into much closer contact with money.
The State had now to take part in, or even to handle exclusively,
the production of coined money.

The stamping of coin may have first been undertaken, as the
stamping of bars of bullion still is, by merchants of standing,
trading on a large scale. It has already been mentioned that
bars of bullion were stamped by Pheenician traders before
coins were invented. But we have no definite knowledge as to
whether the actual minting was undertaken by private individuals
or whether it was done at holy places of wide renown. It is
certain, however, that already in the earliest times the State
undertook coinage, and that the right of striking coins was soon
exclusively exercised by the State.

Since then States have mostly claimed for themselves the
monopoly of coinage, and it is only natural and right that the
temporal power, which in the interest of the general public regu-
lated weights and measures and produced standards of weight
and measure, should also have arrogated to itself the regulation
of the currency. For it is just as necessary to the public interest
to have correct and uniform coins as to have accurate weights
and measures. Besides, the public authority was better adapted
than even the largest merchants to exercise the primary purpose
of coinage, namely, the certification of weight and fineness.
Only the highest authority can secure for the coin that wide-
spread and general acceptability which its nature demands.
Finally, fhe concentration in the hands of the State of the mono-
poly of coinage was certainly also affected by the realisation,
already referred to, that coins could remain in currency even
though they fell below their original fineness, and that the coinage
could, therefore, be exploited for fiscal purposes.

Which of these aspects appeared from time to time as the more
important in the opinion of the public and in that of the adminis-
trative powers, depended always on the character assumed by
the general, political, and economic circumstances of the period.
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In any case, the right of minting coins was, from the earliest
days, so closely connected in the public mind with the power of
the State that it was always regarded as an essential attribute of
sovereignty, and the history of the exercise of this power reflects
the general lines of development of State authority itself.

Thus Darius had already made the coining of gold money the
exclusive monopoly of the central authority of the Persian
Empire, and left to the satraps and vassals only the power of
coining silver for local currency. After the conquest of Italy by
the Romans, the provincial States were only allowed to coin money
of small denominations; large denominations were coined exclu-
sively by Rome. Augustus, after he had come to power, claimed for
himself the exclusive right of minting gold and silver coins, and left
to the Senate only the minting of copper. In Germany, so long
as under the Franks a strong central power existed, the king
alone had the right of coinage. When later the central power
split up, a complete decentralisation of the right of coinage went
hand in hand with it. Spiritual and temporal lords and imperial
cities received at first permission to coin small money. In the
Golden Bull, however, the Electors were given the right of coining
gold. After the consolidation of the larger territorial States a
tendency appeared. towards an improvement of the monetary
system, which had been disorganised after the abolition of the
imperial power, and one of the first blessings which the modern
German Empire produced in the sphere of economic institu-
tions was the establishment of a universal currency system for
Germany.

These analogies are to be seen’everywhere. In France in the
eleventh and twelfth centuries the coinage system was similarly
disorganised and split up when this fate overtook the central
power, but from the beginning of the thirteenth century the
victory of the Crown over the barons re-established the royal
right of coinage. In England the Crown had even earlier de-
finitely succeeded in securing for itself the right of coinage.

€ 9. Coins and the Concept of Money

The State monopoly of coinage is one of the most important
historical phenomena which have led to the special position of
money as contrasted with other economic goods. The monopoly
of the right of coinage contributed materially to the circumstance
that the special form embodied in the coin should be given an
independent significance, and to the further circumstance that
the definite physical emergence of money from the circle of
economic goods generally should bring about in turn the develop-
ment of a definite concept of money.
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The course of things was as follows:—

The Government, which had laid its hand on the coinage
system, was no longer satisfied with the fact that it alone was
allowed to strike coins ; it claimed also the right of producing coins
just as it thought fit. Further, it was not satisfied with placing
at the disposal of traders a particularly convenient medium of
exchange, which could to some extent circulate freely side by
side with other already available media, but it insisted that only
the coins put into circulation by itself should rank as money.

The basis upon which both these claims of the central authority
could be effective in ultimately exercising a decisive influence
upon the money system was the fact, already mentioned, that the
coined metal possessed adyantages over the raw metal, and that
after the coin had been invented it became not only the unit of
currency but also the unit of account in calculating sums of
money.

As the economic structure of society went on developing, so
all kinds of undertakings to pay spread over it like a network with
ever-narrowing meshes. Payments due to the public authority,
as well as private payments arising from acts of purchase or sale,
rents of property, etc., became more and more widespread. It
must be borne in mind that following upon the introduction of
the coin, liabilities to pay were expressed in an increasing degree
in definite units of coinage which originally were nothing more
than definite quantities of precious metal in a form certified by
the State. It has, however, already been shown that as the
characteristics of coinage developed, the metallic content of
the coin became of less importance than the actual creation of
the coin. And the State, having claimed for itself the exclusive
right of coining, had to adopt this view for the following reasons:
the technique of coining did not allow of any exact degree of
uniformity, and the actual metallic content of the circulating
coins was unavoidably liable to change as the coins in time
became worn from use. At the same time, if the coins were to
fulfil the purpose for which they were intended, the fiction had
to be kept up that all coins of the same kind had the same value
and were absolutely interchangeable on the basis of the value
assigned.to them. Whilst this result could be only imperfectly
achieved on the basis of the value of the metallic content of the
coins, it could be completely achieved by laying it down that coins
of the same kind could in every respect be substituted one for the
other. The legislature thus assigned to coins a definite “ cur-
rency ” or validity which purposely took no account of differences
and changes in the fineness of the individual pieces.

We find amongst the Romans a process of evolution based
on a clear realisation of these conditions. When the Romans
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introduced comns in place of copper bars (which had to be weighed),
they prescribed in advance that these coins were to be accepted in
accordance with the value assigned to them—in other words, in
accordance with the ‘“ nominal value "’ as we should say to-day—
irrespective of whether the metallic content actually conformed to
the nominal value.

This principle may indeed be regarded as having originated
in the deficient technique of coining and to have been brought
about by the abrasion of the coins through wear in use. Never-
theless it means no more nor less than that it is the duty of the
State to prescribe that contracts to pay which are expressed in
terms of coins of the State—that is, in the money of the State—can
and must be carried out in those pieces which are designated as
coins, without regard to their actual metallic content. From this
it appeared that the State and its legislation could make their own
conditions with regard to the finehess of the coins and with
regard to contracts expressed in terms of coined money, and
could alter these conditions at will. This made money an inde-
pendent entity at law. The quantity of the precious metal which
had originally corresponded exactly to the unit of account of the
money, became but an attribute of money, an attribute which
could be fixed and altered at the free will of the Government.
The original relation between metal and coin appears thus re-
versed. Whileat first the content of the coin was an indispensable
condition, and the form of it was nothing more than a certification
of that content, the coin and the unit of account for which it
originally stood now appears as the indispensable condition,
and the State fixes and alters at will the metallic content. The
State could, however, in practice exercise its unfettered control
over money to the full only by excluding from monetary functions
all foreign elements which were not subject to the influence of the
State. In so far as coinage was concerned, the State in virtue of
its monopoly of coinage enjoyed full dominion. The production
of such money rested in its hands.

The State could only exercise its power in this matter com-
pletely if the coins struck by it were the sole currency. Because
it lay in the power of the State to order that the coins struck by
it were to be the sole currency, the State could raise its, money
to the position of an independent entity, and reduce all other
money substances (metals being the only ones which in practice
fell to be considered) to whatever degree of subordinate import-
ance it desired. A remark, essentially to the point, is made by
Simmel in connection with the Roman legal formula, mentioned
above, which prescribed that copper coins were to be accepted
in accordance with their nominal value and irrespective of their
metallic content. In connection with this formula, Simmel says
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that it requires the addition of a provision that money should
consist only of the coins in question and that other kinds of
conventional money in use were merely goods, that claims for
money payments could only be enforced at law if expressed in
the prescribed coinage, and that all other money debts, analogous
to the debts payable in terms of goods, could be sued for only
in accordance with their actual value and thus not in accordance
with the nominal value in money. The State’s right to determine
what actually was money was, in the succeeding periods, pre-
served and further developed in close connection with the State’s
right to determine the content of its money.

Only rarely, however, was the exact state of affairs analysed
with any clearness, and the ancient theoretical disputes, dating
back to Aristotle, whethér money had its origin in law or in
nature, whether its value depended on its metallic content or
on the external form given t6 it by the State—all these questions
would have been substantially simplified by a true and correct
understanding of the historical development of money. This is
no place for discussing the various theories; they will receive
their due treatment in the theoretical portion of this book. All
we need mention here is that the right of the State to impose its
will in all matters relating to the metallic content of its coins was
in practice always upheld. This idea first took concrete historical
form in the well-known Seisachtheia which Solon carried through
in 594 B.C. in Athens. In order to reduce all debts by a quarter,
Solon did not use the method of reducing by one quarter the
nominal amount of the debts, but he reduced the metallic content
of Athenian coins by one quartér and prescribed that all creditors
must accept payment in the now lighter coins at their nominal
value. The Athenian money existed thenceforward as an entity
which was at law the same as before, but it now contained different
ingredients in that it had a smaller content of precious metal.

All the numerous cases of debased coinage, cases from which
no State has been exempt, are practical expressions of the
same conception. Everywhere we see with the process of time a
substantial diminution of the fineness of the coin. The Greek
“talent,” the Roman ‘“as,” the ““pound "’ or “ livre " in Italy, France,
and England, the “mark,” and later the “gulden” and ‘‘taler”
in Germany—all these units of account remained legally the same
entities, although their metallic contents went on diminishing.
Certainly, in the case of debased coinages, we are concerned with
a procedure based on false economic doctrines and with a desire
to profiteer on the part of the administration, but the mistakes
and abuses committed should not mislead us and blind us to the
fact that in all practical arrangements relating to monetary
systems it is very greatly to the public interest that the Govern-
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ment should not only have the right but also the duty of stepping
in whenever necessary. This principle, which altogether con-
tradicts the view that money and the metal of which it is com-
posed are one, which in fact regards the metallic content as merely
a substance to be determined at will by the State, makes so vital
a measure as that of a modern change of currency standard both
comprehensible and legally justifiable; for the transition from a
silver to a gold standard is clearly based on the fact that the State
may not only alter the quantity of metal in its monetary unit, but
that it may also alter the nature of the metal of which its money
is composed by replacing silver with gold. If we consider such
phenomena without entering upon theoretical arguments, simply
de lege lata, then we see that money, has preserved its legal and
economic continuity notwithstanding changes in the metallic
content of the units of coinage; apd in this fact we see the con-
trast in clearest form between the actual concept of money and
the substance of which it is composed. Only when this separa-
tion of money from its substance is complete is the evolution of
money at last at its ultimate goal.



CHAPTER II
DEVELOPMENT OF MONETARY SYSTEMS

9 1. Types of Coinage

THE separation of money from the other economic goods and the
evolution of a special concept of money has its complement in
the creation of monetary systems. The process of development
of money results in positing money as an entity opposed to the
multiplicity of economic goods, and the consolidation of the
various concrete forms of money into one unity has been effected
by the construction of monetary systems.

We know that in the early stages of the evolution of money
many and various exchange commodities existed side by side in
a relation of value regulated by custom, cbmmodities some of
which in course of time more and more exclusively took over the
function of a medium of exchange. ¥ Injthese early stages, in which
there was no separation in principle between money and goods,
there can be no question of any actual “monetary system.” As
already shown, these combinations of media of exchange were
not isolated from other commodities and lacked unification
within themselves. Every step forward in economic thought had
perforce to favour a free and impermanent evaluation of the
separate commodities as against a customary valuation of them,
and had thereby to loosen still further the already loose connec-
tion in which individual media of exchange stood to each other
in the traditional relations of value. -

As the precious metals became in the long run the only
media of exchange, this gave rise to a definite tendency directed
towards unification, especially as the fluctuations in the relative
values of silver, gold, and copper were clearly, even over longer
periods of time, quite insignificant.

But this tendency towards the evolution of a unified system
of money was interrupted by the invention of coin, an invention
which so greatly enhanced the possibility of using the precious
metals as media of exchange. From now onwards we find a
multiplicity of different coins made of the same metal, and, for
the same reasons which led to the independence of coin as against
the meta?, the different kinds of coins won for themselves a certain
degree of independence.

Trade, from the very beginning, required many different kinds
of coin. It was, of course, the essence of the advantage claimed
for the precious metals that they permitted the creation of many
different units of value on account of their unlimited divisibility
and plasticity. It is, therefore, quite natural that not only should
the unit of currency itself be minted, but that multiples and sub-
multiples of it should be produced. This simple subdivision of

34
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the same type of coin was not all. Different kinds of basic types
arose. The coinage monopoly of the State, which extended over
its entire area, and brought in its train the necessary exclusion
of foreign coins from that area, became fully developed only with
the passage of time. For this reason a common circulation was
frequently found even where the separate cities and States coined
different types of money. Even within one and the same State
different types were often struck. It sometimes happened that
different kinds of coin entered at first from outside, grew in favour,
and were ultimately adopted by the State as a new type of coin,
without the production of the old ones ceasing, or, at all events,
without their complete withdrawal from circulation.

The less the concentration of the exercise of coinage rights,
and the less the impenetrability of the currency from outside, the
greater is the variety in the types of coin.

From the very first we find such variety. In Lydia itself, the
land of origin of the coin, gold coins of two different types appear
to have been struck, based on the differences between the Baby-
lonian system of weight for precious metals and the Phcenician
system, which was derived from the Babylonian. They were the
stater of some 14°2 grammes in weight (Phcenician standard), and
the stater of only 10'8 grammes in weight (Babylonian [silver]
standard). In both cases there were coins representing fractions
of these coins. In the Greek cities of Asia Minor coins were also
struck on different standards of weight, partly on the basis of the
Pheenician-Lydian standard, and partly on that of the heavy
Babylonian gold standard, a stater of some 16'5 grammes. The
latter type was coined in Phocaa at the time when that city was
at the height of its economic importance. As already stated,
the autonomous Greek cities of Asia Minor had a much greater
variety of standard silver coins than of gold coins.

Coins varied in type not only because there were different
amounts of metal in them, but also because the metal—electrum
—was not always a mixture containing the same proportions of
gold and silver. This mixture underwent a gradual process of
debasement. Mommsen, in his history of Roman currency, states
that the melting down of a Pheenician stater as a test showed it
to have been composed of 412 thousandth parts of gotd, 539 of
silver, and 49 of copper.

Croesus, king of Lydia, scarcely more than a century after
the invention of coinage, already found it necessary to reform the
coinage radically in view of the great variety of the coins current
in his kingdom and on account of the debasement of the electrum.
In order to place the currency of his State on a simpler and more
reliable basis, he did away with the coining of electrum and
introduced coins of pure gold and of pure silver. But even these
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new coins were not uniform and were struck on two different
bases.

We see, therefore, that almost immediately after the intro-
duction of coinage different types of coin developed within the
same area of circulation, each type with its divisionary coins
forming a group.

This division into separate, mutually independent, types of
money is even more clearly seen in the case of nations which were
not prompted to use coined money by their own inventive genius,
but learned to use it by contact with more highly civilised nations.
Even to this day we can observe amongst such nations the use
of different coins of the different trading nations. Often they
even use types of coinage which do not rank as standard currency
in their country of origin, but are exclusively coined for purposes
of trade with foreign, half-civilised nationalities. Such coins were
the Maria-Theresa taler, the Spanish and American trade dollars,
etc. These coins often became incorporated in the ‘‘ commodity "
or traditional monetary systems, and performed their functions as
a medium of exchange side by side with oxen, salt, shells, and
other exchangeable commodities. The combination of different
types of money from different countries leads in such cases to an
extraordinarily variegated mixture, without internal order or
coherency.

Only when we reach high stages of economic and political
development and to a strongly centralised State power is it
possible to eonstruct a uniform system out of the different kinds
of units, fractions, and multiples of different types of coin. It
was possible to do this for the best period of the Roman Empire,
and later, in a more complete form, for the modern States of
European civilisation.

In order to understand the history of the evolution of
modern monetary systems, it is necessary to study in some
detail the money of the Middle Ages and that of more modern
times.

The Roman monetary system became completely disorganised
at the fall of the Roman Empire. In the storm and stress of the
* Volkerwanderung ”’ not much more was left of the Roman
system tlan the mere fact that the coin as such had come to stay.
The currency of the States which were arising was based mostly
on the types of Roman coin; West Roman as well as East Roman
coins were used, but coins of their own devising were also struck
on the old patterns.

In the course of time a most astonishing variety of types arose
in the several countries. This happened in the most marked
degree, for reasons already mentioned, in lands where the temporal
and spiritual lords and the cities gained a relatively independent
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position and won the right of exclusive coinage. Such was
especially the case in Germany, where towards the end of the
Middle Ages some 600 mints were working. Similar conditions
obtained in Italy, on account of political divisions; but France,
and especially England, succeeded in introducing a centralised
currency much earlier.

How little the central government in the Middle Ages, and
partly also in more modern times, controlled the development
of monetary systems, and how little power the government
had to create a complete and unified system of currency, is
characteristically shown by the fact that fresh monetary pheno-
mena, such as the emergence of new coins and the transition from
the predominant use of one precious metal to the use of the other,
took place independently of the authority of the separate govern-
ments, and were in fact mostly effected by way of international
relations.

This is usually the case with the larger types of coin, which,
by their very nature, were not territorially circumscribed to the
same extent as were the small coins.

For instance, in the tenth century the ‘ bisant ”’ or * bezant,”
a byzantine gold coin derived from the Roman gold * solidus,”
spr