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ESTARLISHMENT OF A GOLD STANDARD OF VALUE IN THE
REPUBLICS OF THE AMERICAN CONTINENT.

SUMMARY ANDP RECOMMENDATIONS.

The Pan American Conferences have only indirectly touched upon
monetary standards by recommending the serious study of the prob-
lem. Nothing substantial has resnlted from the few attempts to con-
duet such study thoroughly and authoritatively.

This topic is essentially different from the other topies which the
commission is to consider, and it must be dealt with in a distinctly
different way. Tt seems clear that the first step in this matter would
be a strong representation on the 'part of the United States section
of the International High Commission to the other sections, that
their respective minisiries of finance undertake the preparation of
such studies for the next Pan American Financial Conference. This
recommendation of the United States ssction to the other sections
should include a tentative program for such studies, so a3 to secure
similarity and clearness of treatment. The recommendation of the
United States section should point out explicitly that what is needed
is not miscellaneous collections of monographs or bulleting, but su-
thentic and constructive considerations of the means of establishing a
genuine gold standard or at least a gold exchange standard.

The second step would clearly be the supplying of the permapent
groop committees with the material called for in the suggested reso-
lition, together with instructions that they prepare a report contain-
ing eomstructive suggestions end remedies some time before the meet-
ing of the Second Pan American Financial Conference. Such proce-
dure would make it impossible that this one topic, at least, should
escape senrching examination and satisfactory solutiom.

The recommendation should take the form of a resoclution not un-
liks the following:

Whereas, the clear treatment of so vital a %V\b]em as the
0

monetary standards of the American Reg lica demands
frank discnssions based upon thorough study of all the fac-

and
%& the urgent need of improving the monetary situ-
ation of the Americas at this time calls for the clearest treat-
ment by the most direct methods compatible with accuracy
and thoroughnesa.
8



4 NOTES ON WORE OF COMMISSION.

The Internationsl High Commission resolves that
ministries of finance of the American Republies be urged

repare and send to the Sec of the Treasury of |

mited States of America before January 25, 1916, authc
tative statements prepared in accordance with the appenc
program. Such statements should be distributed for stu
among the permanent committees of the Pan American |
nancial Conference, and to be the basis for consiructive p
posals made by them at the next meeting of the Pan Ame
can Financial Conference.

TENTATIVE PROGRAM FOR MONETARY EIUDIER T0 BE RECOMY
BY THE TRITED STATES 8ECTION TO0 THE OTHEE SECTIONE ¢
INTERNATIONAL HIGE COMMIBEION.

I. Very brief account of the history of the monetary syste
ing the last 30 years.

I1. Detailed analysis of the system now prevailing, togethe
an suthoritative collection of the text of the laws which gover
system,

III. A statement embracing the subjects of banking and f
exchange tnder the influence of the present systenr; such stai
to point out whether the system has failed to maintain exc
conditions successfully, and why. Is there a gold reserve main
abroad for puyment of foreign obligations? What attempt:
been made to maintain a fixed rate of conversion of foreign
inteo lpeal fiduciary money and vice versaf

IV. How far would the ministry of finance pddreased be pre
to go in seewring the consideration and adoption of measures
ing to the creation of & gold standard where it does not already
or to the establishment of its paper upon a genuine gold busis,
least upon s gold exchange basis, if the gold standard existe
inally but not in fact? What further guaranties than those
ing at this time will the Government give in order to encouray
foundation or expansion of a central bank? What atfitude wi
Government assume toward any project of establishing a cor
unit of exchange by making the purs of exchange unifc
divisiblet

THE WORE OF THE CONFERENCES.

The problem of establishing the gold-exchange standard is the
recent antl most important form of the fundamental monetary -
lem that has concerned the business man and economists of the A:
can Republics for at least a quarter century. The First Internat
American Conference of 1800 attempted to deal with the mom
uncertainty and fluctuations of the less prosperous Latin Ame
Republics by recommending s common coin and exchangs stan



WOTES ON - WORK OF COMMIBSION. 5

It called for the establishment of an international monetary commis-
sion to meet in Washington within a year after its own adjournment.

The commission, consisting of delegates from 18 Republics, met in
Washington in January, 1891, but soon dissolved without having
reached any very practical results. Like the Pan American Confear-
etce, which had called it into existence, the monetary commission
seems to have had in mind no other solution of the grave problems of
depreciated currency with which some of the Republics were strug-
gling than common action looking toward the adoption of bimetal-
lism. The delegates of the United States approved of a solution en
the basis of bimetallism, but they realized, better, perhaps, than the
Latin-American delegates, how dependent such sction must be upon
the attitude of Europe. They saw that so long as gold was the
standard of the commercial world, the United States would have to
preserve ite gold from the heavy drain to which any inter-American
silver standard would inevitably give rise. Consequenily .they
sought to have the commission resolve in favor of an international
conference, wherein Europe, as well as America, would consider
common action on bimetallism. They were successful in having
such g resolution adopted, but at the cost of deep disappointiment to
many of the Latin-American delegates.*

The Third FPan American Conference, at Rio de Janciro in 1906,
resplved that all the (Governments should be requested to send to the
Pan American TUnion u detailed study of the monetary system in
force in each Republic.® The Union was to be given time enough to
digest and to publish theee elaborate studies before the next meeting
of the Pan American Conference. ITowever, when the fourth con-
ference met at Buenos Aires in 1910, the majority of the Republies
wera still expecting to send in these reports, or were simply submit-
iing unofficial monegraphs on public finance that had been gathered
by the fiscal authorities with the best of intentions, but from which
the Union could hurdly be expected to work out anything authori-
tative, It had been hoped that this stap would lead to an interna-
tionel conference on currency and exchange,® but the slight response

1The Latin American delegeios were gulte allve to the advantages of silver. The able
economist and diplomat, Bomero, poloted out thet Mexico derived very great commerclsl
advanieges from the fact that her depreciated silver was kept at home for clreulation
and investment, while gold prices recelved mbroad were In the Detore of a bounty.
L Mlnutes of Conference of 1881, p. 682f The Venesuelan delegnies presented for con-
Iiﬂerlﬂml an inter-Ameriran bimetatllc corremcy symtem, with m sliver unit called the
" providing for governments! deposit and certifleation of all afiver that

shioald be mined, and for the subsequent sale of the silver to the particlpating catlons at
par for per capita colnage, The entire machinery of this elaborate system was to be
operated under & supervisory councll conalsting of ope delegate from each Bepublie.

Ibd., p. B4L
21 The luolnl:lom lpodfbmlh' ealled for n detalled bistory of each ayatem, as well a3 an
of e nod thelr commercinl and iodustria) effects.  Cf. Report

of United States Delegates to Third Conference, 1004, p. 182.

"By the Unlted Btates delegates at Eio. They had proposed thld resplution. Ihid,
»8
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6 NOTES ON WORE OF COMMIBEION.

made up to 1910 gave no support to such expectations, and the
fourth conference was obliged to pass over the matter with the idea
of waiting until more materizls should be available. It was realized,
too, that until the American Republics should have to ventilata
thoroughly these monetary problems, they would hardly be ready to
try to do so formally and as a group. Such a result conld only eome
through great pressure of some urgent necessity, such as the securing
of forelgn assistance in public and private finance.

Until such a systematic survey of conditions iz made, and made
with the ntmost thoroughness and frankmess, it is hard to ses what
progress can be made in securing uniformity in standards of ex-
change. Tniform honesty of purpose in facing financial responsi-
bilities end uniform willingness to help the Second Pan American
Financial Conferenca devise a permanent remedy—these are the two
things most needed.!

BILLIR OF EXCHANGE, COMMERCIAL PAPER, AND BILLS OF LADING.
EUMMARY AND BECOMMENDATIONS,

We find no reference to the various forms of eommereial paper—
such as bills of exchange and hills of lading—in the records of the
International American Conferences, except with reference to techni-
cal customs requirements. Several of the American Republics, how-
ever, have been interested in the work of the European conferences

14 very brief summary of the present monetary mituation Iy Latin Awericy 5y perhagms
in order kere. Home of the Republics, suel as Nizacagus, beve from time to time sxpert
monted with the remedy enggestad by Prof. Johneon im hig report on the gold czchange
etandard—the meintenanes of & gold reseryve abrond for Torcign remiflynees,

Stricily wpeaking, hardly more then two Bepoblice=-Pero snd Venesuela—really and
ecanklstently lve up to fhe gold standard of eleenlation ss well m3 of exchange. A nmm-
ber of other States haovae a gold ptapdard by law, mulntaining beside it &
puper currency someiimes intermittently convertible but generally not so. Thiz anto-
matically restricts the use of gold to foreign trade. In same cases, such a8 Colombis ana
C'hile, this regtriction of gold to Torelgn Lrade bas resulied Lo an eppeliing degres,

Tabulaling the wevers] Slutes we find that the AwGERTINE REPMCULIC has a convertiblas
but 8 depreclated papar—" curss legal “—convertibie at the fixed rate of 44 per cent
This eystem 18 based on Ley No. 3871, November 4, 1809, At the recent FPan Amerigmn
Fingnetal ConfTercuce the Argenting delegativn suggested the adoption of the United
Htates 20-cent plece as the unit 1o both contlnents. CL Frocedings, p. 547,

BoLivis has practizally an inconvertible paper currency, although 1f adopted the gold
standard Dacember 31, 1908,

Bragit has ateadlly siriven for the gold stapdord gioee 1848, but has been umable to
mehdeve 5, anid 1C iz practieslly upon an Inconvertible paper busls  The conversien fund,
establlphed in 1900 {Decreto G20T), was dealgned to create a large gold reserve for the
mew converclon motes, which were the guaranty of the older treasury notes, The system
baes been shown oo complizated and too subject to friction to siand muek straln.

Cuile Niewlse has an nconvertible paper stamdard, depreciated from. one-quarter fo
ope-third. Like many otber States, it hae o theoretical gold welt,

Corowers hug hed & wholly irredesmable paper currency eivee 1903, aod, o fact, de-
pendp upon forelgn currency for her commercial gtabdlity.

Cupa has & gold exchange standard, the etability of which rests o a measures upon the
circulation of the gold of the United States, =~

‘The five Central American Republics agreed in Janoary, 1908, upon a8 coemmon gold
wiundard, which was to be adopted the following year. Hemceforth they were to ecoln
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which have been held from time to time with a view to securing
greater unifarmity in the laws governing these instruments of inter-
national trade. Among the Republics, Argentina, Brazil, Chile,
Haiti, Mexico, Nicaragus, Panama, Paraguay, Salvador, and the
United States have sent delegates to The Hague conferences on billa
of exchange, and other international gatherings that have dealt with
bills of exchange and checke. The majority of the American States
sent representatives to the recent international congresses of Cham-
bers of Commerce of Boston and Paris, the only international gath-
erings that have dealt gystematically with the bill of lading under
any other aspect than that of technical customs document.

It would seem ag if committees of the International High Com-
miegion on these matters could work out some common grounds for
the Franco-German systems of South America and the system of the
United States. Care must be taken, however, to avoid all mention of
*laws”, model or unified; and the object of the committess should
expressly be to elaborate  commercial rules.” A committee of five
should be designated by the commission for each of these subjects.
A convention covering both conld be drawn up later by a third com-
mittes of five known as the committee on form. A resolution of the
following tenor might be presented:

Resolved, That the ident of the International High
Commission shall designate two committees, each of five
men, one for the purpose of drafting the bodies of rules gov-
erning bills of exchange and commercial paper, and the other
for ?ll?urpoee of bille of lading. A third committea on
form, likewise of five members, shall be churged with the

wo other siiver pleces then the Merican dollar and paper wag to be avoided. However,
oothing was done. Howpmeas and finvapor are siill on e silver basis, NicAzisvas has g
nominal gold exchange standard, GUATEMALA hes & paper curreney now very much da
preciated, while CoaTd Erca had had 4 nomingl gold standerd since 1600. The Central
Ameriean Htates have been well dieposed toward the notion of accepting United States
currency ak the Gasls of thelr owo. BaLvapoz urges the acceptance of some eoip of the
U'pited Btates as the standard oolt of the Amerfcas. Cf Froceedings Fan Ameriesy
Fioancial Conference, p. &31f,

Ecrapoz hes mainteined the gold standard with fair coosistency since 1888 untl the
European war forced & partisl ston of note o o,

Harri, with & gold atandard since 1880, wtill bas only Inconvertible paper.

Mewico, as & result of intelligent affort to correct the monetary system (an efort gue
in Jarge part to the mobetary commission with which the late Mr. Conant worked so sges
veasfully }. ndopted in 18045 a converelon system, which bade falr to extablish the publie
#nd private inances of the country on a frm basis until the present struggle began.

Paxami has a gold standard in theory, while gaing United States gold and sliver.

Pagaonavay paper 18 practically ipconvertible, and it Is Argentine gold upon which
depends ln Inrge measure the commereial stabllity of the country. The Eepublin i3 set-
tog meide §300,000 in gold to begin the task of redocing the conversion rete from its
present altitode of 1,500 per cent

Peru la on 4 firm gold basls now, after many years of atruggle with paper systems.

Bax DoMiNeo depends upon United States gold for ite atandard. (Law of 180L.)

Usrouar has the gold stapdard of exchange and lives up to it, although using onip
forelgn eolnuge. Its own gold unit has aever been colmed.

Vexgzorra, also uses forelgn coln (especially that of the United Btates) very froely,
but bas ber own gold coln aod malotalon Les froe clrculation successfully.
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consideration of the modus o di, and when at a later
time the International High Commission shall hnv;rzfmed
upon these rules, the said commiltes on form shall t the
conventions governing their operation. The Secretary-Gen-
eral of the International High Commission shall report the
progress made by these committees to the International Amer.
iecan Conference and to the Pan American Finanecial Confer-
ence. ‘

BILLE OF EXCHANGE.

Taking first the bill of exchange it must be noted thut seven
Stutes—Argentina, Brazil, Chile, Mexico, Nicaragua, Paraguay, and
Salvador—have become parties to the convention drawn up by the
Second Hapgue Conference on bills of exchange in July, 1912, pladg-
ing themselves to secure the adoption by their national legislatures of
the uniform law on bills of exchange drafted at that conference® Tt
ought to be noted further that aceording to the information and
belief of the United States delegate to that conference the Latin
American nations were expected to sdopt the uniform law ns soon as
they could sgres upon s uniform Spunish translation of it.*

In a few cases the laws of the Latin American States had prac-
tically been brought into agreement already with the uniform law
formualted by The IHague confercnce. The Brazilinn commercial
code of 1850 took over the luw on bills of cxchange promulgated by
the German Stutes in 1848 und their new law on bills of exchange,
imsued December 31, 1908, is likewise very much under the influence
of the law on Lills of eschange in the commereial code of the German
Empire. Sections 598 to 734 of the commeraial code of the Argen-
tine Republic, denling with bills of exchunge, are essentially based
upon this older Brazilian code of 1850, in spite of the severa] revi-
sions to which the Argentine adaptation of that code has been
subjected. Thus these two important States were practicully in
ugreement with the system that turned out to be the more atiractive
at The Hague conferences.® The task of harmonizing these codes

L Report of United Btates Delegates to Becond Hague Conference, B, Doe. 162, 8%d
Cong., 1st mems, p 418,

=1bdd, p. 2T,

* Argentina sent a delegate to the International Congress on Commercial Law held In
Antwerp In 18R5, which drew wp a model Tuw on bills of exchange. Worthy of note s
the statement of Mr. vaa Geldércn, delegate of Argeoling ol The Hogue in 1810 (Bepert
United Btates delegate, 8. Doe. 768, 6iet Cong., 3d eses.), to the effect that there would
be very little elteration needed in the Argentine law in order to0 meks it fdentieal with
the proposed umifoeia law. With what ease the Latin American Bepublics could recon-
clle thelr laws Io this matter with the unlform law i3 shown br the remarks of the
Chilean delegate to the ficst conference, that he would approve the limitatlon of three
Fenrs for suits againet all parties Hable for payment of & bill, although the Chilean law
had Aved four years as the maximum, (Report of Unlted Statea delegate to the 1810
confarenes, p. 108.) It would not have been so cray to perauade the Chileans o epprozi-
mate mori closely the usnal Umitation of six yesrs lu the Unlted Btates. On the other
haid, ia the matter of acceptance of purtlal payment, the Chilean delegates adopted the




