THE EVOLUTION OF
BANKING: A STUDY OF
THE DEVELOPMENT OF

THE CREDIT SYSTEM



Published @ 2017 Trieste Publishing Pty Ltd

ISBN 9780649579051

The Evolution of Banking: A Study of the Development of the Credit System by Robert H.
Howe

Except for use in any review, the reproduction or utilisation of this work in whole or in part in
any form by any electronic, mechanical or other means, now known or hereafter invented,
including xerography, photocopying and recording, or in any information storage or retrieval
system, is forbidden without the permission of the publisher, Trieste Publishing Pty Ltd, PO Box
1576 Collingwood, Victoria 3066 Australia.

All rights reserved.

Edited by Trieste Publishing Pty Ltd.
Cover @ 2017

This book is sold subject to the condition that it shall not, by way of trade or otherwise, be lent,
re-sold, hired out, or otherwise circulated without the publisher's prior consent in any form or
binding or cover other than that in which it is published and without a similar condition
including this condition being imposed on the subsequent purchaser.

www.triestepublishing.com



ROBERT H. HOWE

THE EVOLUTION OF
BANKING: A STUDY OF
THE DEVELOPMENT OF

THE CREDIT SYSTEM

ﬁTrieste






THE

Evolution of Banking

A ETUDY OF THE DEVELOFMENT
OF THE CREDIT SYSTEM

BY

ROBERT H. HOWE

CHICAGD -
CHARLES H. XERR & COMPANY
CO-O0PEBATIVE



DEDICATED T THE MEMOEY
oF
HENEY DEMABKAT LLOYD



Foreword

It is neadless to say that thie book does not
eontain all that might be written on the subject
of money; many interesting and instructive
phazea of the subject have not been treated
at all, for the reason that few people will read
a bulky volume, and many sannot pay the cost
of one. It is published with the sole purpose
in view of stimulating thought and inguiry inte
the aubjeet of which it treats and which has
been nearly, if not entirely, neglected by the
leaders of advaneed thought.

There iz growing up in America & strong de-
mand to substitute colleetive ownership and
operation of certain industries in place of cor-
poration ownership and opergtion, This s
evidenced by the recent passage in various
gtates of Public Ttilities Acts which empower
the cities and villages to purchase or eonstruet
water works, eleotrie light and power plants,
traction systems, pipe lines for the distribution
of gas, oil, heat or cold ; warchouses for storage
purposes, wharfs, etec, and empowering the
cities to issue bonds or certificates of indebted-
ness which are to be a lien on the property
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built or purchased and whiech are redeemable
out of the operating income.

These enabling acts will certainly be taken
advantage of in the near foture. The present
Publie Utilities owned by private interesis and
operating under franchises are staggering
under a burden of stocks and bondse far beyond
the value of their properties, and in many cases
double the cost of reproduction,

In taking over these varions activities an
sttempt will certainly be made to unload this
mass of indebtedness, a large percentage of
which is fietitious, upon the public at par, snd
issue in place thersof twenty or twenty-five
year Publiec Utility Bonds or Certificates bear-
ing 4 per cent or & per cent interest. This
would place upon the public a burden of debt
for principal and interest far in excess of the
value of the property taken, Under the pres-
ent laws it is not possible to take over these
properiies or build otherm without issuing in-
terest-bearing obligations which will malke the
cogt to the public from two to four {imes the
value reeeived.

If Congress would enact into legislation the
Currency Bill found at ihe cloge of this volume,
cities could take possession of these public
utility properties and pay no more than their



FORTWORD T

actual value and never be obliged to pay one
cent of interest.

Currency is & tocl which man inventsd for
use where there was an unequal exchange of
services or commodities.

Under a syetem of harter where each ex-
change waa a complete and closed transaction
money was unknown and unneeded. The fol-
lowing quotation from Homer's Illiad depicts
A etate where no money was used :

‘““From Lemnos Isle 2 numerons fleet had come

Freighted with wine * * & @&

* = @ ® ali the other Greekn

Hastened to purchase, some with brass aund
g0TN A

With gleaming iron: scme with hides

Cattle or slaves."’

But where there was an nnequal exchange of
serviees or commodities hetween two persons
there would be the difference in the amount due
from one to the other and some evidence or token
would be required by the creditor from ths
debtor.

In writing of this subject Aristotle said:

“But with regard to a foture exchange (if
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we want nothing at pregent, that it may take
place when we do want something) money is,
ag it were, our security, for it is necessary that
he who brings it should be able to get what he
wanta. ™’

To instanee this in a simple manner let us
picture s shoemaker living in & house buiilt on
a low, wet piece of ground which he desires
drained. He employs a neighbor to dig a diteh
that will carry off the surplus water. While
the ditch is being dug the shoemaker makes a
pair of shoes, and offere them to the diteh dig-
ger ag compensation for s work. He refuses
the shoea becanse he haa & good pair, but ac-
ecpts the shoemaker’s I Q. U, The ditek dig-
ger, however, needs a ceat and a tailor who
knows the ghoemaler accepts the evidence of
hizs debt in peyment for the coat. The tailor
in turn wants the roof of his houge mended and
employs a earpenter to do the work and trans-
fers to him in payment for it the shoemaker's
I, 0. U. The earpenter needing & pair of shoes
gets a pair from the shoemaker and pays for
them by eurrendering the evidenee of the debt
which the shoemaker originally cwed to the
ditch digger, and the ghoemaker destroys it.

It will thus be geen that tha debt contracted
by the shoemaker was the basis for the cur-
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reney by means of which the servieces of the
ditch digger, the tailor, the earpenter and the
shoemaker were exchanged, and when the debt
was paid the corrency disappeared. If shows
also that where there is no debt there ean be no
CUTTELCY.

McLeod, in his Theory and Practice of Bank-
ing, says: “‘This curreney is nothing more
than the evidenee of service having been ren-
dered for which an eguivalent has not been
received, but which may at any time ba de-
mended. It is obvious that 88 soon as it has
been rendered, the evidence of its being due
must be given up to the debtor to ba destroyed,
and it will be no longer eurrent, And if any
man can rcnder serviees to hia neighbors, he
must in return reeeive either other services, or
the evidence of their being due; and if he ren-
ders more gervices then he immediately re-
gquires in return, he will apenmulate a store of
this evidenee for his future wants.

“These pimple congiderations at onece show
the fundamental nature of a currency. It is
quite elear that its wse W 10 measure and reeord
debts, and to facilitate their transfer from one
person to another; and whatever means be
adopted for this purpose, whether it be gold,
silver, paper, or anything else, is a currency,



