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CHAPTER L
GOLD AND PRICES SINCE 1878,

£1. Mucxn of the difference of opinien ss to the sig-
nificance of recent movements of prices is due to the fact
that the value of gold 1s a ratio whick varies with a varia-
tion in sither of its terme, Whether commodities fall in
relation to gold or gold rises in relation to comemodities,
in gither case the value of gold has risen. The same
phenomena, therofore, may be due to radically different
cauges. So that, admitting the fall of prices, it im =aid,
on the one hand, that the rise in the value of gold is due
to somie cause affecting gold ifself, such as scarcity; and,
on the other hand, it is claimed that the fall in prices is
due to causes connected solely with eommoditics, and not
with gold.

The believers in the searcity valuwe of gold substan-
tiate thoir position by reference fo the falling off in the
annual produetion of gold; the unusual demands for gold
since 1878, by Germany, Italy, and the Tnited States;
stringencies in the money market; the inereased use of
gold in the arta; the claim that the fall of prices is gen-
eral ; the exceptional character of the depresgion of trade
sines 1873 ; the general existence of low wages, profits,
and renta; and the absence of any progress sinca 1878 in
the means of economizing pold awd silver. These opin-
ions have been prominontly associated with Mr. Robert
Giffen,* the statistician of the English Board of Trade,
and Mr. Goschen} the present Chancellor of the Ex-

® Jowrnal of the Statiatical Soctely (London), March, 1879,
t Jowrnad of the Ingtitvde of Bankerg, April 18, 1885,
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' phequar; while the svident connection of the main propo-
gition with bimetallism has given it a semi-political char-
acter, and many supporters in both Europe and America.

§II. Inasmuch as the rire in the value of gold since
1878 is in proportion to the fall of prices, it ia a matter
of rome importanco to lock critieally at the facts in regard
to prices. With this objest in view, the more important
tables of prices since 1850 have been collected in the
Appendix, with explanations as to the methods of compu-
tation, sources, and reliahility. It is hoped that a eom-
pariaon of the diverse methods wnd results of these tables
will sarve a useful purpose.

Hitherto, the figures of the Lendon Heonomdst for
twenty-two articles have been almost universslly used as
evidence in regerd to the movement of prices; but it is
time thet the worship of thig feiich ghould cezse,® Of
late, much more trustworthy tahles have been published.
. In Chart I., a comparison i presented of the prices in

Great Britain, Garmany, Frmuce, and the Tnited Statcs.
The untrustworthiness of the Feonemist table ss a basis
for inforenpes in repard to canses affecting the whole
world will bs seen af a glance in the yeurs 1862-67. The
table of Mr. Sauerbeck,f however, which gives the prices
of thirty-eight articles, tut all of raw produce, furnishes a
somewhat better view of the movement of English prices
to the present day. The French prices § show a less rise
to 1878 and a less fall since 1878 than the English figures,
which aceords with what we know as to the exemption of
France from the violence of the crisis of 1873. The table
of American prices cannot be depended upon, It is in-

*Por detailad aritiolem, sas Appendiz, Tabls A.
t For the relative value of these tablen, ses the pobes in the Appendiz.

} The vumber 100 in this table corrmponds oo the chart to 123.6 of Boet~
beer's tabls, which is the average of tha latter's numbers for 1866-60 (the years
used as & basis in the French prioes).
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serted only for the suke of comparison. The Hamburg
prices, published by Dr. Soctbeer, in the second edition of
his Muterialien (1886, furnish the most satisfactory, acou-
rate, and complete collection of prices yot made, It will
be seen that, while Sauerbeck's English fipurea® show a
greater fall gince 1878 than the Hamburg pricss, they do
unot fall 8o low in 188G as the Fronomist prices. The
very important fact to be observed, however, from the
Hamburg table is that prices in 1885 were still 10 per
pent. higher than they were bafore the discoveries of gold
(1847507 ; and it is mignificant that prices seem to have
fallen less a8 we go to tabded which include a greater
number of articlea. There is thus a difference of about
30 per cent. in the resultz of the Hambury and Eeenomist
table, moch to the discredit of the latter; and, in fael,
the Feonemiet table is not of & kind to be compared with
the other.

The separation of the movements of prices in special
groupa of commodities in the Hamburg tables, as presented
in Chart IL, shows a siriking divergence in the prices of
agricultural, snimal, mineral, and mannfactured producte.
The eye i at onea strusk with the preat risa in the prices
of animal and agricultural products sinee 1850; while
there haa been the sxpected fall in the case of manufaoct-
ured goods, accompanied by a snrprising fall in the prices
of mineral products, _

Among other illustrations + of economic principles to
be seen in these charts, there in one which Englishmen
may well consider. It seems poesible that English prices
have fallen since 1873 mora than prices in other countries.
If s0, may this not be attzibuted to a readjustment of the
aquation of Internation Demand, due to a lessened de-

*The wtandard 100 in Savevherk's table woprasemts the average of the
years 1666-T7, which corresponds oo the chart to 128.7 of Soatbeer's tabls.

T A verification iz givan of the prineiples laid down by Mr. Cairones, Lead-
ing Principles, pp. 11706, oo derivutiva lows of valeo.
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mand in other countries for England’s produets compared
with England’s demand for the produets of other coun-
tries? Many eomplaints have been heard in England of
the increasing competition of Germany, France, and the
United Btates in foreign markets; for only since the war
of 1870 have Germany and Franee given full play to
their modern industrial spirit.* In fact, evidences are
multiplying to the effect that the demand for English
goods has not grown in o sufficiently gratifying manoer.
If this explanation be given full weight, it may suggest
that other canses are at work te bring about a fall of Eng-
lish prices than the searcity of gold, Too often, the
reasoning on this subject takes for granted that what ia
trug of Great Britain is true of all the rest of the world.
It will not by any means be admitted that the lower
range of prices, when once reached, hae prevented pros-
perity T in other conntries.

§III. Granting a fall in prices since 1878 of 20 per
tout., yet it will not be possible to reason directly from &
fall of priccs to & soarcity of gold. But thiz is the import
of Laveleye’s argument § in answering Muolhall, —who had
gone to guite as great sn estreme in the opposite direc-
tion, and had denied § any counaetion whatever hetween
prices and the quantity of the precions metals,— for
Laveleye even clagses Mill among the beliavers in what
the Germans call the Quantifdte-theorde, by quoting his
words: | “ Ths value of money depends, casterie paribus,

* Cf. Fowler, Approrotion of Gold, p. 34

4 Tha clearings in the United Stabes for Ootober 1, 18, were one-fourth
larrer than for Ootober §, 18RH, b the lawer mnge of prives,

1 Condempuriry Berfar, May, 1538, p, 632,

§ History of Prices since the Yeor 1800, pp. 135, 139 ; and Confemporary
Revtew, Auguat, 1365,

|| Laveloye stratgely oimits the sosceeding senteoee: “‘To any state of
things, howsver, axcapt ths simpls and primitive oos which we have supposad,




