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AUTHOR’S PREFACE TO THE
ENGLISH EDITION

The State Theory of Money appeared first in 1905;
the 2nd edition followed in 1918, the 3rd in 1921,
the 4th in 1923. Our translation is based on the 4th.

When the work had appeared in Germany, it was
reviewed in England by Dr. J. Bonar in the Economic
Journal, March 1922 The somewhat unfamiliar
features of the book could not have been more
happily brought out than in this review.

Thereupon the Royal Economic Society deter-
mined to set on foot an English translation, in an
abridged form. The work consists of four chapters,
of which only the first three will be found here,
translated with masterly exactness in spite of all diffi-
culties. The fourth chapter contains the history of
currency in England, France, Germany and Austria,
as shown in the Contents. The author would not
have advised this omission ; but the ground is perhaps
one of expense and lies in any case beyond his criticism.

Moreover, the same curtailment was made in

1 Vol. xxxii. pp. 39-47. Mr. C. P. Sanger had reviewed it as early
as June, 1906, in the Hconomic Journal, vol. xvi, pp. 266-267.
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the Japanese translation by Kiyozo Miyata, Tokio,
1922 ;—it might seem as if German writers laid greater
" stress on history than foreign writers.

 In any case the author is grateful to the Society
for carrying out the undertaking, doubtless at some
sacrifice. In particular my thanks are due to Messrs.
Keynes and Bonar, as well as to the honoured trans-
lator, Mrs. Lucas, and her adviser, Mr. Sanger.

G. F. Kwapr.

Darmstadt,
May 16th, 1924,

AUTHOR’S PREFACE TO THE FIRST
GERMAN EDITION (1905)

I camNED my earliest impressions as to currency
questions in 1861 from a summer journey in the Tirol,
where there was only paper money in circulation.
I had my first teaching on the subject the following
winter in Munich from Staatsrat von Hermann. My
teacher was a well-informed and clear-sighted man,
a silver metallist and an upholder of the theory that
the use of paper money was based on credit. In the
winter of 1862-63 his favourite subject was currency
conditions in the United States, and I was again
among his hearers.

When in Strassburg I myself began a small course
of lectures on currency, I tried to keep theory in the
background and to bring out clearly what is matter
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of rule and ordinance ! in the most important States,
and T still think this heuristic method the best for
lectures.

One of my pupils, Karl Helfferich, has far out-
stripped me in this art; for clearness of construction
his works cannot be praised too highly. Another
pupil, Philipp Kalkmann, by his studies on England,
Holland and Switzerland, has greatly increased my
knowledge. I would gladly have had him with me as
an associate, had he not adopted another profession.

In the autumn of 1895, in a course of lectures in
Berlin, T put forward my views fully for the first
time, laying down : that the money of a State is not
what is of compulsory general acceptance, but what
is accepted at the public pay offices; and that the
standard is not chosen for any properties of the
metals, but for the deliberate purpose of influencing
exchanges with the commercially important neigh-
bouring States.

Soon after this Georg Simmel brought out his able
book on the PlLilos.ply of Money (Leipzig, 1900).
As it treats only of the sociological side of currency,
I do not need to regard my work as competing with
his. T feel myself nearer to Otto Heyn, whose work
(1894) is entitled Paper Standard with o Gold Reserve
for Foreign Trade (Papierwihrung mit Goldreserve
fiir den Auslandsverkehr). It was a book that
appealed to public men and deserved more attention

1 Das Pragmatische.
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than it received. For myself, T came to give up any
attempt to influence public men, and I give the first
place to the theory or philosophy of the subject, at
the risk of displeasing both schools of monometallists,
not to speak of the bimetallists, who will not be any
better satisfied.

On the other hand, I hope for the approval and
perhaps the help of those who take the monetary
system (or, better, the whole system of payments) to
be a branch of political science. I hold the attempt
to deduce it without the idea of a State to be not only
out of date, but even absurd, however widely these
views may still obtain. To avoid polemics, I have
always called this the metallistic view, and have
opposed metallism as such without naming its sup-
porters, and also without opposing the use of metal.

I began to develop the State Theory of Money in
September 1901, and I dare not confess how many
false starts I made. A theory must be pushed to
extremes or it is valueless. The practical man can,
nay, must, content himself with half-truths. The
theorist who stops short at half-truths is lost.

In order to attain my end and replace the metal-
listic view by one founded on Political Science, I was
forced to invent a terminology of my own. HEven if
new expressions could have been formed in German,
it seemed important that in this branch of science,
which has nothing national in it, terms should be

found that could go easily into any language, as being
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erudite rather than popular.! I have renounced the
advantages of a pleasing style to obtain the greater
advantage of scientific treatment. My aim is with
clearness and certainty to reconstruct the ideas at
the bottom of the prevailing rules and ordinances
about money. .

I am sorry that I am not able to enter into the
merits of my predécessors, Richard Hildebrand,
Ignaz Gruber, Karl Knies, Lexis and Bamberger, and
many others. To write a full literature of the subject
would be a special historical work in itself.

I am making a first sketch, which others must
complete.

My heaviest debt is to G. Th. Fechner, who never
wrote a line on currency, and indeed knew nothing
about it. From him, for example, from his little book
on the Soul,? we learn how to distinguish the essential
from the accidental, and, if anyone says that my own
aim has been to discover the soul of money, well, so
be it.

Strassbusrg,
July bth, 1905.

1 They will be found to be usually Greek, occasionally Latin, as in
Chemistry and Botany (Tr.).
2 Ueber die Seelenfrage, Leipaig, 1861.



NOTE BY TRANSLATORS

THE present is an abridged version of Prof. Knapp’s
book. For reasons of cost the translation has been
confined for the present to the theoretical part; and
Prof. Knapp’s illustrations have been considerably
abridged, while every effort has been made to
preserve his essential arguments.

To show the scope of the whole book, translated
and untranslated, we have given the “ Contents
in the complete form, including Chapter IV and the
Appendices, which are here omitted.
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CONTENTS

CHAPTER I
PAYMENT, MONEY AND METAL

Payment by means of weighing out metal is Autometal-
lism, now obsolete. The unit of value is no longer a
certain weight of metal, but a legal concept defined
historically by a reference to the previous unit of value.

§ 2. Chartal Means of Payment

Debts expressed in units of value can be discharged by
engraved pieces, either coins or notes, which have by law
a certain validity in units of value. Such pieces are
called Chartal means of payment, or money. The
validity is independent of the contents of the pieces.
Law proceeds from the State; money is accordingly a
State institution.

§ 3. Use in Circulation . . . . . .

If the receiver of the money does not wish to employ
the material of the pieces in the arts (a * real ” satis-
faction), but to use the pieces to pay his debts according
to law, this would be a  circulatory satisfaction,” a
satisfaction from use in circulation. The State always
takes the pieces in payment, and only abolishes them
when it is introducing other pieces of an equivalent
denomination.

§ 4. Platic and Genetic Relations of Money to the Metals

Coined money has a Mint standard. It islaid down of
what metal the piece should be made and what content
it should have when it is coined. This is the platic
relation of money to metal. Besides this technical rule,
there is the legal rule for how many units of value the

X1
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piece should be valid. From the two together follows
the specific content of the piece.

If the law lays it down that a certain metal may be
physically converted into money without limat, this is
a genetic relation between money and metal. We call
this metal hylic. The hylogenic norm lays down how
many units of value in money are to be produced from a
unit of weight of the given metal. If this conversion
takes place by means of free coinage, and if the content
of the piece answers to the norm, we have specie money.
All other is notal, whether coins or paper money pure and
simple.

§ 5. Dromic Relations of Money to Metal . . p.78

Sometimes a fixed price is obtained for silver or for gold
by arrangements which we call hylodromic, This is
always done by means of two measures, maintenance of
a lower limit of price (hylolepsy) and of an upper limit
(hylophantism). No material has per se a fixed price.
Origin of hylodromy, a useful but not an essential
arrangement for currency.

CHAPTER II
CURRENCY WITHIN THE HOME COUNTRY

§ 6. Functional Classification of the Kinds of Money  p. 93

State money may be recognised by the fact that it is
accepted in payment by the State. Classification of pay-
ments : (a) to the State, (b) by the State, and (c) other
payments, 4. e. epicentric, apocentric and paracentric
payments.

In accordance with the regulations as to legal tender,
money is divided into current money, purely faculiative
money, and small change money. There must be at least
one definitive kind of money, 7. e. which the creditor
must take without being legally entitled to receive other
kinds of money for it. There are also provisional kinds
of money, legally convertible into definitive money.
The definitive kind of money which the State chooses
as final for its own payments and makes compulsory
in dubious cases, is called valuta money. All other
kinds of money are called accessory. The valuta
money is the “ standard,” in the narrower sense of the
word.
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§ 7. Bimetallism and Types of Standard . . p. 113

In monometallism only one kind of specie money is defini-
tive, e.g. specie silver money, or specie gold money.
In bimetallism two kinds of specie money are definitive,
gold money and silver money. Bimetallism leaves it
undecided which kind of money is valuta; it is therefore
not a “ standard ** in the restricted sense; it leaves it an
open question whether there is to be a gold standard or
a silver standard, and this is settled by the action of the
State pay-offices.

It also remains undecided which of the two metals has a
fixed price, only a lower limit of price being kept for
each of them. The classification of standards according
to their treatment of metals leads to eight subdivisions,
the usual classification into gold, silver and paper
standards being superficial. The ¢ limping standard.”

§ 8a. Bank-notes . . . . . p 128

Meaning of bill dlscou.ntmg and loans on movables.
The bank-note is primarily a means of payment which
is used between the bank and its customers as well as
between the customers. The note appears in the form
of a promise to pay, but as there are also inconvertible
bank-notes, the really essential point is the bank’s
promise to accept its own notes as means of payment.
The bank-note is a till warrant (Kassenschein) of the
bank, which may be convertible or the reverse. The State
very often declares that it will take the bank-notes in
payment in its pay-offices; the bank-notes are then
accepted and form part of the money of the State.

§ 8b. Giro or Transfer Payments . . p. 145

The Hamburg Giro bank. The modern Grl.'l‘O payments.
General notion of payment which includes Giro pay-
ments. The three kinds of payments—pensatory,
chartal and giral.

§ 9. Agio of Accessory Money . . . . p. 157

Accessory money can be treated as a commodity
within the country on account of the value of the pieces.
The value of the piece minus the validity of the piece =
the agio. Money above and below par. The agio a
trade phenomenon which may disappear on occasions.
The negative agio (= discount) may sometimes be
created deliberately and appear as the result of com-
mercial conditions, as with the thaler.



§ 10.

§11.

§13.

CONTENTS

The Piling Up of Accessory Money . . op. 1T

Accessory money comes in freely into the State coffers,
is piled up there and often drives out valuta money,
because either (1) fresh accessory money is issued, or
(2) though accessory is not withdrawn, The second
was the case with the thalers and (in France) with
the five-franc pieces. To prevent this piling up, free
coinage of silver was discontinued in France (1876) and
in Austria (1879). *

Changes of Standard . . . . . p. 194

Piling up of accessory money may lead to alteration of
standard (e.g. led in France to a gold standard, 1860).
But the alteration may arise from free choice of the State
(as in the German Empire, 1871). The first is an
obstructional change, the second exactory. The change
can be restorative, when a former standard is restored;
or novatory, when a new standard is chosen (German
in 1871). The change finally can be a rise, a fall, or a
poise.

CHAPTER III

MONETARY RELATIONS WITH FOREIGN COUNTRIES
§12. The Inter-voluta Exchange .

This is a trade phenomenon. The validity of all pieces
of money is confined to the State of their origin (unless
they are synchartal pieces). Foreign money is a com-
modity, the price of which is fixed on the Bourse, accord-
ing to the balance of payment between the States, <. e.
it is settled pantopolically. A Mint parity between
the money of different States, where it occurs at all, is
used as a standard for the normal exchange parity. In
its absence a normal exchange parity is assumed. If the
foreign money has a higher value than this, it has an
inter-valutary agio which must be carefully distinguished
from the internal agio of accessory money.

Ratio of Gold and Silver . .

Gold and silver have intrinsically no fixed ratio.
London silver prices depend on the balance of payment
between the gold standard country, England, and the
foreign countries with a silver standard, especially India.

. p.216

.. p.23l
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French bimetallism once only, about 1860, exercised a
controlling influence on the fluctuations of the silver
price. Bimetallism ceased to exist in 1876,

Lo

§ 14a. Exodromic Administration . . . p. 252

This means the taking of deliberate measures for
stabilising the inter-valutary exchange. If two States
use the same hylic metal for their valuta money, the
stabilisation of exchange is automatic, for small short
fluctuations. In other States, exodromic arrange-
ments are more complicated, e.g. in Austria since 1804
(the so-called foreign bill policy) and Russia since 1892.
It is always the commercially weaker State that needs
these measures.

§ 14b.  Synchartism . . . . . p.268

Certain coins have at times vallchty under tlcdty in
more than one State, e.g. the Vereinsthaler in the
German Zollverein and in Austria; the five-franc piece
in France, Belgium and Switzerland. The coins have
synchartism, but are no guarantce of a stable exchange,
the States remaining independent of each other in the
choice of their valuta money.

§ 15a. The Stable Exchange as the Ultimate Goal .  p. 274

The ultimate reason for all changes of standard in
modern times is the stabilisation of the foreign
exchanges. France and Germany went on to a gold
standard from no preference for the metal gold, but
to regulate the exchange on England. So in 1892
Austria, in order to stabilise the exchange on Germany.

§ 15b. Specie Money for Use Abroad, Notal Money for
Use at Home . . . . . p.280
Extension of the gold staudard and increased use of
notal money within the country have long been observed
(in England, France, Germany and Austria). Spccie is
more and more kept in the banks merely for regulation
of the foreign exchange.

The employment of notal money at home is not an
abuse, but a development.

To dispense with specic money altogether would only be
possible for very large federations of States, probably
impracticable. On account of foreign trade specie
money is still necessary.
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CHAPTER IV1?
HISTORICAL REVIEW OF THE SEVERAL STATES

England.

Short review of English currency from the Middle
Ages to 1816.

France.

Review of French currency from 1803 to 1870. End
of French bimetallism in 1876 (dlscontmuance of the
free coinage of silver).

German Empire in 1905.

Description of the currency system in 1905. Seven
different kinds of moncy. (1) Gold coins, (2) Federal
silver coins, (3) mickel and copper coins, (4) thalers,
(8) Treasury notes, (6) Reichsbank notes, (7) the notes
of some privileged banks.

Germany. Transition Period, 1871-1876.

Description of the measures by which the gold standard
was set up in place of tho earlier silver standard.
Reasons alleged for the innovation. The real reason
(the exchange on England).

German Empire. Cover of a third of the Note Issue,
1907 (from Bankarchiv for 1907).

Rates for discounts and loans raised in order to assure
the cover. Gold in bars and also specie (Federal gold
coins) the best cover. Certain other forms admitted
for use as cover. Lack of clear policy in the banks
methods of getting gold; it has to redeem all other
money in gold, while unable to corpel gold payments
to itself. Its gold reserve, therefore, depends on the
uncertain action of customers. The cover of a third
therefore in constant danger.

Germany, 1905-1914,

The disappearance of the thaler. Bank-notes are made
compulsory legal tender. Laws of 4th August, 1914,
The Treasury notes made compulsory legal tender.
Conversion of notes discontinued ; Loan Office Warrants
created.

1 Not here translated.
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§ 196.

§ 19c.

§ 19d.

chTgsNTs
Austria, 1857-1892.

The “ Austrian standard ** originally a silver standard,
introduced because of the inter-valutary exchange
relations with the Zollvercin. Ruined by war, 1839.
State notes created 1866. The silver gulden accessory
and acquiring an agio. Agio disappeared June 1878,
but silver standard not restored, as Germany had intro-
duced a gold standard.

Austria, 1892-1900.

Transition to gold standard. Parity with the gold
money of Western countries to be based on exchange
rates of 1879-1891. Stock of gold got together by
a gold loan. Specie gold money coined but not put
into circulation. The bank provided with gold money.
The agio on the German exchange remaining, exodromic
measures are begun in 1894, and are successful.
Austria’s valuta money really in the bank-notes,
provisionally  inconvertible. DBoth Austria and
Hungary aiming at eventual convertibility.

APPENDICES AND ADDITIONS!
Customs Payments in Ausiria, 1854-1900.

Customs payments since 1854 under a special law of
their own. Payment of Customs duties in silver, 1854—
1878; in gold from 1878 onward, in both cases to pay
the interest on certain loans, in silver while Germany
had a silver standard, and later in gold, when Germany
changed to gold. ‘“Gulden in silver” and ““ gulden in
gold ”’ special umits of value alongside of the * gulden
(pure and simple), used for special purposes, and ceas-
ing when agio on silver or gold disappears.

Austria Hungary, 1901-1914.

Disappearance of State notes. Creation of two-
kronen piece. Tabular scheme of Austro-Hungarian
currency before the outbreak of the war of 1914.
Comparison with the German system. Use of gold by
the Austro-Hungarian bank. Attempts to ° put into
circulation ” the gold twenty-kronen pieces. Not a
specie payment on principle, but an accidental,

xvii

1 Not here translated.
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voluntary specie paymeni. No question of con-
version of notes into gold. Further details as to the
regulation of the inter-valutary exchange with the
Western countries.

“ Value of Money ” and Prices.

“Value ” always implies a comparison, and in the
particular object compared with it we have an expres-
sion for the value of money. These different forms of
expression are mutually independent, cannot be
interchanged, and still less be regarded as one. Money
can also be compared with groups of-commodities, but
the composition of the group must be agreed upon.
Index-numbers are a welcome indication of the altera-
tions in price of the goods contained in the group.
Other groups would give other index-numbers.

There are always alterations in price, due to the con-
dition of the market. They should not be explained
as showing that the value of money has altered in the
opposite direction, for that would be merely tautology.
As to the value of money, price statistics a help, but
need an interpreter. In the case of income, ‘ pro-
ducers > or “ consumers  differently affected by price
alterations. Alterations in price not alterations of the
“ validity ” of a piece. The State Theory of Money to
be kept separate from economic reflections on Money.



THE STATE THEORY OF MONEY

»CHAPTER 1
PAYMENT, MONEY AND METAL

§ 1. Autometallism ; Nominality of the Unit of Value

Mox~EY is a creature of law. A theory of money
must therefore deal with legal history.

The favourite form of money is specie. As this
implies coins, most writers have concluded that
currency can be deduced from numismatics. This is
a great mistake. The numismatist usually knows
nothing of currency, for he has only to deal with its
dead body; he has no ready way to the under-
-tandiia of paper money pure and simple. It may be
a dubious and even dangerous sort of money, but
even the worst sort must be included in the theory.
Money it must be, in order to be bad money.

Nothing is further from our wishes than to seem to
recommend paper money pure and simple in such
a form, for instance, as the Austrian State Notes of
1866. It is well for any State to wish to keep to
specie money and to have the power to do so. And
I know no reason why under normal circumstances we
should depart from the gold standard. I say this at

once to reagsure the public man. Still, in this book
B
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the silver standard too is carefully studied, and we
have paid more attention to paper money than has
been its lot hitherto. For on close consideration it
appears that in this dubious form of “degenerate
money lies the clue to the nature of money, paradoxical
as this may at first sound. Thé soul of currency is
not in the material of the pleces, but in the legal
ordinances which regulate their use.

All money, whether of metal or of paper, is only a
special case of the means of payment in general. In
legal history the concept of the means of payment is
gradually evolved, beginning from simple forms and
proceeding to the more complex. There are means
of payment which are not yet money; then those
which are money ; later still those which have ceased
to be money.

What then is a means of payment? Is there a
wider concept under which means of payment can be
subsumed ?

Usually, “means of payment” are explained by
recourse to the concept ‘‘exchange-commodity,”
which presupposes the concepts “commodity” and
“exchange.”

In defining one must start from some fixed point.
We will venture to regard  commodity ” and
“ exchange ” as sufficiently elementary ideas.

If we assert, “ Every means of payment is an
exchange commodity,” we are altogether wrong, for
in the course of history we meet with means of
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payment which are not in any way commodities of
exchange in the proper sense of the term. ‘“ Exchange-
commodity ” is therefore not the wider concept we
are seeking.

If, however, we say conversely, “ Every exchange-
commodity is a means of payment,” we have not got
what we wanted. There are exchange-commodities
which are not means of payment.

If one man exchanges corn for another’s silver, the
silver is an exchange-commodity for the one, corn an
exchange-commodity for the other, within this one
transaction.

In this wide sense the concept ““ Exchange-com-
modity ” does not yet serve our purpose; it remains
uncertain whether the exchange-commodity is a
means of pavinent. And this cannot be asserted
either of silver or of corn, so long as we look only to
one transaction.

When, however, in any society, for example, a
State, it is a custom gradually recognised by law
that all goods should be exchanged against definite
quantities of a given commodity, e. g. silver, then in
this instance silver has become an exchange-com-
modity in a narrower sense. It is called, therefore,
within the range of its use, a general exchange-com-
modity. The general exchange-commodity is, accord-
ingly, an institution of social intercourse; it is a
commodity which has obtained a special use in society,
first by custom, then by law.
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Such a ““ socially ”* recognised exchange-commodity
is, of course, always a means of payment, and there-
fore is included in the concept ““ means of payment.”
On the other hand, it is untrue that every means
of payment is a socially recognised exchange-com-
modity. It is indeed always socially recognised and
also is always used for exchange; but it is question-
able whether it is always a commodity. In order’ to
be a commodity it must, in addition to its use in the
manner provided by law, also be capable of a use in
the world of art and industry, and this is not the
case with all means of payment. The sheets of paper,
which are all the eye of the craftsman sees in paper
money, are an example of an object which has no
other industrial use. They are therefore not an
exchange-commodity, though they are a means of
exchange.

The result of our considerations, cautiously stated
as theory demands, is as follows. In the socially
recognised exchange-commodity we have an instance
of a means of payment, and therefore not its defini-
tion; it is only a special case of a means of payment,
and that the simplest that can be imagined. Let us
assume that this exchange-commodity consists of a
metal—which is not absolutely necessary, but occurs
in the most important case—we can then give a
name to this simplest form of the means of payment;
it is ‘ autometallistic.”

Autometallism views metal only as material and
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gives no juristic consideration to the form of the
pieces. The quantity of the material is measured
in a merely physical manner; in the case of a metal,
by weighing. The exchange-commodity is always
weighed out to the creditor.

There is no difficulty in conceiving autometallism ;
the only difficulty is with those means of payment
which are no longer autometallistic (e.g. money).
We shall therefore use autometallism in order to show
what is the distinguishing characteristic of the con-
cept “ means of pavment.”  Let us put ourselves in
the place of the creditor. A man receiving a pound
of silver (or copper or gold) in exchange for commodi-
ties, which are not means of payment, can use it in
two ways. Either he can use the silver in some craft
to make vessels such as goblets or plates, or perhaps
even rings and chains for ornament, or else he can
use it as a means of exchange, and obtain with it
other commodities as he needs them. The holder
can make use of his property in one of these two ways,
but not in both at once. He can either use it in some
craft, thus obtaining “ real” satisfaction, or else
obtain other commodities with it, when his satisfac-
tion is derived from its value in exchange.

The possibility of “real” satisfaction is undoubt-
edly a necessary condition for any commodity becom-
ing a socially recognised exchange-commodity. If
metals had not been indispensable in handicrafts,
autometallism would never have arisen. But there
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is “real ”’ satisfaction in every commodity which is
taken in exchange. A man who barters a sheep for
wooden dishes, takes the dishes only because they
give real satisfaction, 7. e. because he can use them.
But the dishes do not thereby become socially recog-
nised exchange-commodities. The possibility of
“real ” use is therefore essential if a commodity (e. g.
a metal) is to be chosen as a socially recognised ex-
change-commodity ; but this property is insufficient
to make it a means of payment.

With the satisfaction derived from exchange! the
position is quite different. It is a necessary and
sufficient property of every means of payment, and
of the autometallistic in particular. A man who can
employ the exchange-commodity he has received for
some craft, but cannot pass it on in circulation, owns
a commodity, but not a means of payment. For
example, the owner of a pound of copper would be
in this position if in his country silver was the
autometallistic means of payinent.

It is of the greatest importance that this should be
borne in mind. Even in autometallism (the simplest
form of a means of payment) it is first the possibility
of employing it in exchange that gives it the property
of becoming a means of payment. The possibility of
“real ” use does not produce this property, other-
wise all goods would be already potentially means of
payment, for they all have a technical use.

1 «Circulatory satisfaction.”
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The use in exchange is a legal phenomenon. Even
autometallism is therefore a legal form of the means of
payment.

Let us not forget, however, that autometallism is
only one instance of means of pavient.

Whenever a material, measured in some physical
manner, is used as a recognised exchange-commodity,
we will call this form authylic (hyle meaning matter).
Autometallism is only the most important example of
authylism; and authylism itself is only one instance
of a means of pavment, an instance, namely, where
the holder can choose between “real” satisfaction
and “ circulatory.”

What then is a means of payment? A movable
object which can in any case be used for circulation.
This, however, is a mere general hint, and you will
please note that “real” use should not come into the
definition. It would be equally wrong either to
demand or to exclude it.

It is difficult to give a correct definition of a means
of pavment, just as in mathematics we cannot say
what a line or a number is, or in zoology define an
animal. Often the simplest case (straight line, posi-
tive integer) is taken, and one can then proceed to
widen the concept, at first recognised in a given
example.

Suppose we said, “ A means of payment is a movable
thing which has the legal property of being the bearer
of units of value,” this would be exactly what we mean.
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But let us not give this as a definition, for it would
assume ““unit of value” as a self-evident notion,
which it is far from being.

Let us say no more than is absolutely necessary
for our purpose. First, the unit of value is nothing but
the unit in which the amount-of the pavment is
expressed. Every traveller entering a new country
asks the name of this unit—whether accounts aresin
marks, francs, crowns or sterling. When this ques-
tion is answered, the traveller asks what the usual
means of payn-chi! look like and what they are worth
in the unit of that country. He is then in a position
to make payments himself. We see that the unit of
value has everywhere a name which in some countries
has remained unaltered for centuries (pound sterling),
while in others (e. g. Austria) it has been deliberately
changed (to krone since 1892). In any case there is
a name, and the question is now what it means.

Can it be defined according to its technical use
(that is, use in a craft)? For example, a mark is the
t3wsth part of a pound of gold. The metallists
would so define it.

Or is it absolutely impossible to define by technical
use? If so, in what other way are we to define?
This is the task of the nominalists.

The metallists tell us we can only speak of the
value of a commodity by comparison with another
commodity. A man purchasing a commodity says how
much of another commodity he is prepared to spend
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onit. A man selling a commodity says how much of
another commodity he will take for it. Kach time
the equivalent is mentioned for comparison, so that
the idea of the value may have only one meaning.
It is equally clear here that the value is a fact which
cannot be determinad by observation, but rests on an
agreement. A third person can, of course, observe
what an object is worth, but only by observing the
agreement of the buyers and sellers. If the com-
modity used for comparison is not expressly named,
the value of an object then means the lyiric value,
that is, the value that results from a comparison with
the universally recognised means of exchange. From
this, again, it follows that we cannot in this sense
speak of the value of the means of exchange itself.
Only those commodities have lytric value which are
not themselves means of exchange.

The metallist always conceives a means of exchange
to be an exchange-commodity.

All these propositions are indubitably correct.
It follows that the concept of lytric value can only
arise from a comparison with a generally recognised
cxchange-commodity, which, as we have seen, is
always the simplest form of the means of payment.

But there are means of payment which extend
beyond this simple form, namely, those which are
not commodities except in so far as law makes them
so. The most important case is real genuine paper
money. The name of the unit of value (e. g. gulden,
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in Austria) continues to exist, but it is no longer
possible to give it a technical definition such as “a
gulden is the J;th part of a pound of silver,” for
it is plain to anyone that this is indeed a definition
of a gulden of sorts, not of that gulden in which
payments are made, but of a kind of gulden in which
no one pays. What we must define is the unit of the
customary means of payment, and this is impossikle
for the metallist in the case before us.

We have now reached the point where opinions
differ.  As long as autometallism prevails, the tech-
nical definition of the unit of value can be quietly
accepted, at any rate as long as the metal once chosen
is retained unaltered. The man in the street is,
however (in secret and quite unconsciously), of the
opinion that we still have autometallism, only slightly
altered and rendered more convenient by coining.
Hence the wide acceptance of the view that we can
define the unit of value as a given quantity of metal.

The natural man is a metallist; the theorist, on
the other hand, is forced to become a nominalist,
because it is not always possible to define the unit of
value as a given quantity of metal.

It cannot be done in the instance, already mentioned,
of genuine papermoney. Anotherfact, however,ismore
astonishing—it cannot be done at all when the means
of payment are money, which is not yet the case with
autometallism. But the strangest fact of all is this.
Even in the case of autometallism, as soon as another
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metal is chosen, the concept of the unit of value
becomes independent of the former metal, . e. technic-
ally independent of it. For the unit of value is
always a historical concept.

The fact of the existence of debts gives the reason
why it is not always possible to define the unit of
value technically, but is always possible to define it
historically.

Our theorists are inclined to think of payment as
immediate; the craftsman supposes that coin is
handed over in exchange for a given weight of silver.
But, if payment has not been made on the spot, there are
certain permanent obligations to pay, that is, debts.
The State, as the maintainer of law, adopts a definite
attitude to this phenomenon, which is not technical
but juristic. Through its Courts of Law the State
gives a right of action for debt. We are speaking
here only of debts which are expressed in units of
value (sterling, marks, roubles), yet not merely of
those under the ruling monetary system, but of
lytric debts generally, so that in times of auto-
metallism we include debts expressed in pounds of
copper or pounds of silver.

Debts which are expressed in units of value and are
discharged with a means of payment (lytron) will be
called lytric debts.

In what then does a lytric debt consist—especially
in the case of autometallism, and, more generally, in
the case of authylism?
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In the case of authylism the unit of value is named
in terms of the material composing it. As everyone
knows wheat or rye, copper or silver, and the mean-
ing of a bushel or a pound, there is no uncertainty
as to the means of payment. A lytric debt is defined
by means of this well-known eoncept. A man is
bound to hand over so much corn, when corn is used
for payment, or so much copper when that is-in
question, and if we at first regard the material of
payment as invariable.

As the thing which serves as a means of payment
according to existing laws is technically defined,
it can be said in the case of authylism that lytric
debts are ““real debts.” For the material in which
the debtor is bound to discharge his debt can always
be named.

If the law remains unchanged, the lytric system
ends here; further development is excluded; money
cannot come into being. In that case, if autometal-
lism had begun with copper, we should still have
autometallism in copper. and scales would be an
indispensable adjunct for payments.

This obviously is not so, and the course of history
shows that the State as lawgiver must certainly take
up an attitude towards existing debts quite different
from that we have here imagined.

This view is not easy for the jurist, as he is accus-
tomed to take as his starting-point an existing state
of law, which is in his eyes unalterable. The legal
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historian, on the other hand, will adjust himself to the
position more easily.

In the case of autometallism, if the material, once
chosen, remains unaltered, the principle is maintained
that debts should remain unaltered.

Now almost everybody thinks that it is a legal
principle that the absolute amount of debts judged
according to the original material used in payment
should remain wunaltered. Historical experience,
however, teaches quite a different lesson. The State
always maintains only the relative amount of debts,
while it alters the means of payment from time to
time. Sometimes it even does this while it is still in
the state of autometallism, by introducing a different
metal from the one previously employed for lytric
use. If the State declares silver to be the material
for payment instead of copper, the relative amount
of the existing debts remains unaltered, but anyone
might think that, judged on the old basis of copper,
the debts have changed.

The proceeding we mean is the alteration of the
means of payment by the introduction of a new com-
modity for payment in place of the old one. Two
epochs are separated from one another by the moment
in which the State declares that payments shall no
longer be made by weighing out copper, but by
weighing out silver. This causes a most remarkable
change in the debts arising in the earlier period. They
are incurred in pounds of copper—the State declares
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that they are repavable in some ounces of silver. It
lays down the ratio of silver to a pound of copper,
regulating the amount perhaps according to the price
of silver on that day in the older means of payment,
copper.

The State therefore treats tlie older debts as if
the unit of value, a pound of copper, were only a name
by the use of which the relative amount of the débt
was indicated, and which does not mean that in
reality copper was to be delivered. The State reserves
to itself the right to order that “ a pound of copper”
should now mean that a given weight of silver was
to be paid.

At the moment of transition from copper to silver,
the State treats existing debts as nominal debts and
immediately adds what other material, and how much
of it, shall in future represent the unit of the means
of payment.

While, therefore, most people believe that in the
case of previously existing debts the State recognises
the continuance of the former means of payment,
legal history shows that all the State recognises is the
relative amount of the old debt, and says that it will
alter the means of payment from time to time. Or,
in actual fact, the State says nothing, but acts;
the legal historian, however, calls the State’s action
frankly by its proper name.

The State accordingly regards the former unit of
payment (a pound of copper) as if it meant only the
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name of the former unit without attaching any import-
ance to the material of which it was composed. On
the other hand, it recognises that all old debts are
uniformly to be converted into debts in the new means
of payment.

Lytric debts are, therefore, from the State’s point
of view, debts which are to be discharged in the means
of payment for the time being. If the State alters
the means of payment, it lays down a rule for the
conversion of the one into the other. The new means
of payment must therefore refer back to the old one.
It is only this reference that makes it possible to carry
on business in the new means of pavment, because
at the moment of change care must be taken that
the old debts should not lapse, but be able to be
discharged.

Lytric debts under autometallism are therefore
“real” debts as long as the material for payment
remains the same. As, however, the introduction of
another means of payment is from the State’s point
of view possible, they are in that case “nominal
debts.

“Nomanal ” debts are debts repayable in the means
of payment current at the time. Their amount in the
units of value then in use is calculated in relation to the
earlier unit.

The State, therefore, conceives lytric debts not as
“real debts ” in the material-for paymaent-which was
in use when the debt was incupred; hi¥ias gorhinal |
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debts repayable in the material in use at the time of
repayment.

Such “nominal debts” are not really indefinite.
All that is indefinite is the material in which they are
discharged.

Considered from the point of «view of legal history,
lytric debts are therefore always “ nominal ” debts,
i. e. they refer at first to the lytric unit at the time
they are incurred ; but should the means of payment
change they are converted into debts in the new lytric
unit. They therefore do not depend on the old means
of payment, but on the relation of the new unit of
value to the old.

The nominality of lytric debts, as a matter of legal
history, is clearly seen, even under autometallism,
though of course only at the moment when the State
institutes a change in the material of payment.
0Old debts must in any case be maintained. Con-
sequently the nominality of lytric debts exists already
even where both the old and the new means of pay-
ment are defined entirely in terms of material. The
nominality of the debts is therefore not inconsistent
with the material nature of the means of payment,
but only with its immutability. As soon as the
material of payment can be changed, lytric debts are
“ nominal.”

For a long time I shrank from recognising that the
nominal unit of value was quite sufficient for judging
the lytric value of commodities—I made the same
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mistake as almost everybody else. I thought that
judgments of value could only be made by com-
parison of commodities between themselves. Now,
however, all we can say is that the first judgments of
value came about in that way. But, when once this
form of judgment has.become habitual, the comparison
of commodity with commodity is unnecessary, for
judgments as to the value of a given commodity can
be given in terms of the nominal unit of value, which
is only defined historically. I must refer anyone who
doubts this to the historical development of lytric
dealings. Such phenomena as genuine paper money
actually exist, and are only possible, if we assume
nominal units of value. The nominality of the unit
of value, therefore, is established by experience like
the facts of the legal development of lytric institutions.
This, however, must not be taken to be a defence of
such a lytric form as is only adequate for home
business; for example, genuine paper money.
Nothing prevents us from developing the lytric
form, so that, if need be, it can afford ““ real *’ satisfac-
tion, and then, in addition to its use at home, facilitate
dealings abroad.
All this can come about while the unit of value is
“nominal,” for there is no necessary contradiction.
Now when the State alters the means of payment,
though at first still within the limits of authylism
(that is, by the introduction of a new material in place

of the old), does anyone lose ? Of course ; and why not,
(o)
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if the State has paramount reasons for its actions?
Tt can never gain its ends without damage to
certain private interests. What interests these are
we will illustrate by the transition from copper to
silver.

A man who in former times .produced copper by
mining had straightway means of payment in hand
—from a commercial point of view, an enviable posi-
tion. Now he must first bring his copper to market
as a commodity in order to buy silver, the new
commodity for payment.

The man who formerly used copper as raw material
for the production of weapons had a fixed price for it.
Now he has to buy his raw material as a commodity,
for he must offer silver for it.

On the other hand, the owner of silver mines is
now in the favoured position that his produce is now
straightway a means of pavient. and the man who
works up silver into vessels or ornaments can now get
his material at a fixed price, for he takes it from the
new means of payment now in circulation.

All these are disturbances of existing interests.

But now we turn to the large group of the ““ neutral
inhabitants of the State, that is, to those who neither
now nor before produced the material for payment
nor yet consumed it, e. g. worked it up as raw material.
For the group of neutrals the change in the material
of payment is unimportant.

They now pay their debts in silver instead of in
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copper, but they also receive what is owed to
them in silver instead of in copper. Neutrals are
only concerned with the lytric aspect of these two
metals, and consequently they make little or no
resistance.

Thus a change in the material for payment causes
but little disturbance. If the new material is easier
to handle than the old, almost everyone is pleased
with the change and it soon seems quite natural.

The nominality of debts does not lie in the fact that
the State alters the means of paryment more or less
often, but in the fact that such an alteration is possible
in principle, whether it is made or not. The nominal-
ity of debts and of the unit of value is a necessary
premise before money can come into being. Money
is a means of pavment, but not necessarily a material
one. It is therefore in any case a differently con-
stituted means of payment from the purely material
one of authylism.

Each alteration of the means of payment implies
that the unit of value, at least at the moment of
transition, should be regarded as ‘ nominal.”

The nominality of the unit of value, and therefore
of lytric debts, is not a new, but a very old pheno-
menon which still exists to-day and which will con-
tinue for ever. It is compatible with any form of the
means of payment, and is nothing but the necessary
condition for progress from one means of payment to
another.
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It only remains unnoticed in periods when the
means of payment do not change. From the tempo-
rary constancy of the means of payiuent, people draw
the false conclusion of immutability.

The permanent element in lytric debts is then not
the means of payment, but the principle that these
debts expressed in old units of value are all con-
vertible into the new units in such a way that their
relative size remains unaltered.

In the authylistic, and especially in the autometal-
listic system, there is usually no proper name for the
unit of value. The designation ““ a pound of copper ”
or a pound of silver is ambiguous, so that it remains
uncertain whether a ““real ” debt or a “ nominal ”
debt is meant. A man using copper or silver for a
craft will regard such debts as “real” debts and
will demand that the material named should be
delivered. A man, however, who sees in silver or
copper only the means of pa:i.cal then current,
will expect that at a later time the debt should
be discharged in the equivalent means of payment.
How is this difficulty to be settled? It has been
settled long ago, for the State has adopted de
facto without conscious intention the following
presumption.

A debt expressed in quantities of a material which,
at the time it was incurred, was a means of payment,
is a nominal lytric debt. If a “ real ” debt is meant,
this must be explicitly stated. If it is not, the debt
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is nominal. In doubtful cases the nominality of
lytric debts is presupposed by the State.

This action of the State as maintainer of law does
not appear with the creation of money, e. g. with
the coining of lytric metal or the introduction of
independent paper money, but at the first time
of alteration in the means of payment. Before
that there were no grounds for deciding the question
of “ nominality ” or ““ reality.”

As soon as the State introduces a new means of
payment in the place of the old, the law (1) should
so describe the new means of payment that it should
be immediately recognisable. (2) The law should
settle a name for the new unit of value and call the
new means of payment by it. By this means the
validity (Geltung) of the new means of payment is
established in units of value. (3) The unit of value
which is to come into use is defined by its relation
to the previous unit. It is therefore historically
defined.

In general there is no other definition of the new
unit of value. The historical definition signifies that
so many of the new units represented in the new
means of payment are legally valid for the discharge
of an existing debt in the old unit.

The definition of the new unit therefore consists in
the declaration as to how many new units are legally
equivalent to one old unit. This definition has abso-
lutely nothing to do with the material in which the



22 THE STATE THEORY OF MONEY CHAP

old means of pavineri consisted, nor yet the new.
It only contains the proportion of the new to the old
unit of value, 4. e. it relates the new unit back to the
old one.

All this had already happened in the epoch of auto-
metallism. Let us assume that the transition has
been made from copper to silver; the process will
be as follows.

First, the State describes the new means of pay-
ment by saying it shall consist of the metal silver.

Secondly, the State ordains that the new umit
shall be called a “pound of silver,” and for the
description of the new means of payment it lays down
the rule in this special instance, that it shall be formed
by the physical experiment of weighing. Each
quantity of silver is called legally as many “ pounds
of silver  as it weighs pounds.

Thirdly, the State says that the unit ““ pound of
silver ”’ takes the place of so many earlier units, e. g.
fifty pounds of copper. That is the legal definition
of the new unit.

As soon as all this has been done, the transition
from copper to silver is complete.

It is frequently overlooked that autometallism
already possesses a name for the unit of value. It
always coincides with the unit of weight of the
material, but it is still there. The characteristic of
autometallism is not that it has no name, but that it
has no special one, and, what is much more important,
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autometallism has the rule that the denomination of
the means of payment in units (that is, the lytric
denomination) should be found by the physical
experiment of weighing. But it is not true, and
would entirely destroy the generality of the theory,
if we say that the denomination of a means of pay-
ment is determined in accordance with the result of
weighing. That is only in a given instance. In
general the lytric name is not subject to this rule, but
is an authoritative act of law.

Many people think—to continue with our example
—that the back-reference of the unit “ pound of
silver ” to the earlier unit ““pound of copper” is
regulated according to the prevailing price of silver
expressed in copper.

This makes the transaction easier for those people
who can only conceive the material for payment as a
commodity. But it is not essential to the reference.
For one thing, there are transitions from one means
of payment to another where such consideration of
the price is out of the question. In its broadest aspect
the reference back to the earlier unit is in every case,
like the name of the unit of value, an authoritative
act of law, which may or may not follow such a
rule. ’ :

Finally, it is correct to say that in the example
chosen above, both the old unit of value, ““ a pound of
copper,” and the new, “a pound of silver,” can be
presented in a ““ real ’ form, for the example is drawn
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from autometallism. But presentation in a “real”
form is always a special case, which is possible but
not necessary. If thisisforgotten, the most important
transitions, which we shall consider later, are
incomprehensible.

The following general principles remain :

(1) The choice of the means of payment is a free
act of the State’s authority. .

(2) The denomination of the means of pevment
according to new units of value is a free act of the
State’s authority.

(8) The definition of the new unit is also a free act
of the State’s authority.

Just because these acts are free, they may or may
not follow special rules.

This view excludes the idea that the ‘real ” form
of the unit of value is the rule and its absence the
exception; that, as a rule, the denomination is given
by weight, and that the reference of the new unit
back to the old one is settled according to the level
of price.

Only a very imperfect logic can speak so. Here
the question is not of what happens in most cases
and of what is only rarely absent; we want to get at
the essence of the matter—the actual general state-
ment which does not admit of exceptions but only of
special cases.

In the interest of the universality of our theory we
are compelled to say that the validity of our means of
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payment is not bound to its material content, and that
the unit of value is only defined historically.

§ 2. Chartal Means of Payment

We observed the fact that in human society a
definite commodity, or, more accurately, a definite
material grew into a means of payment. Then we
saw that the notion of a means of payment is not
bound to a particular material. Hence the concept,
means of payment, is freed from the actual nature of
the material, e. g. is indifferently copper or silver, but
remains bound to the condition that there should be
some material. This is as far as one can get by an
examination of autometallism. The unit of value is
no longer definitely ““real,” but it is so indefinitely,
no longer a pound of copper or an ounce of silver, but
always a given quantity of a material prescribed by
law, whether copper or silver or gold. Debts in units
of value—lytric debts—are debts repayable in the
material used in payments at the time, even if they
were contracted in another material.

As long, therefore, as this lytric system lasts, nomin-
ality is a property of lytric debts. Under autometal-
lism there are no means of payment other than metal,
though the decision what metal is to be used for pay-
ment is the business of legal regulation. This choice
of the metal by the law is here the only sign of
nominality. So long as a given material is per se a
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means of pavuient, money has not yet come into
being.

The question is now whether the means of payment
can reach a still higher stage of development ; whether
a state of things is conceivable in which the means of
pare erd is something other than a material selected
for this purpose.

As the first means of payment are movable objects,
and as movable objects cannot be thought of apart
from matter, of course no means of payment is conceiv-
able which does not consist in matter. The question
is, therefore, not whether there might conceivably
be immaterial means of payment, but whether there
could be means of payment which are defined other-
wise than pensatorially, by the weight of a particular
material.

There must obviously be something of the kind,
for it is common knowledge that in our present lytric
systems no payments are made with raw material.
To-day, in the countries of our standard of civilisation,
it is not possible to pay by weighing out copper or
silver or gold.

We always pay in “ pieces,” 1. e. in movable objects
which are defined not by their matter but by their
form. We pay, therefore, in shaped movable objects,
and shaped movable objects which bear signs upon
them. This is not all; but think for a moment what
it means. All coins which we use in payment come
under this head, whether formed of precious or of base
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metal. They are all made of metal, shaped and
bearing signs. Sometimes also there are warrants,
that is, means of payvurent which, to the outward eye,
consist of writing material, not metal but usually
paper. Such warrants are undoubtedly movable,
shaped, sign-bearing objects, whatever else they
are.

What has been hitherto said about the “ pieces”
used in puyier! is insufficient, for we have only
spoken of their nature as technical products. It must
be added that we pay with pieces that have a legal
significance. Our law lays it down that only pieces
formed in such and such a manner are to be admitted
as means of payment, and the significant marks of
the pieces are prescribed by law. In what follows only
such pieces are meant.

The means of payment at present in common use
always have this form, <. e. that of pieces in the legal
sense. They are “ morphic.”

Morphic means of pavment are, as we shall see, not
always money, but all money comes under the head of
morphic means of payment. Morphism is a necessary,
but is not a far-reaching, condition for a system of
money.

The morphic form is no longer authylistic, for
authylism is from a legal point of view amorphic. It
admits pieces which, technically considered, have
forms and signs, but these forms and signs have no
significance in law. As soon as the forms and signs
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are significant for delimiting what is a means of pay-
ment and what is not, we have morphism.

Auilialisng has still another property—measurement
by weighing, which in the case of autometallism gains
a legal significance. There is nothing here con-
tradictory to morphism, though. morphism tries to
make weighing superfluous.

It is important to be clear on this point. There can
be morphic means of payment the validity of which
at the time of payment is established by weighing;
in the langunage of the Bourse this use is al marco, by
weight. As we should express it, these are morphic
means of payment with pensatory practice.

We do not mean by this that the pieces are weighed
out when they are struck, for this happens in the
case of all our coins. Ponderal production—produc-
tion according to weight—means a weighing which
precedes the act of payment. Pensatory practice,
on the other hand, means the practice of weighing
at the time of payment in order to establish the
validity. Since there is such a thing as a wearing
down of the pieces, it is necessary to keep the two
distinet.

Let us suppose, for example, that the familiar gold
coins called ducats are introduced as the means of
payment. When they are struck, the discs are
weighed out ; there is ponderal production. Suppose
it is laid down that the ducats are to be used for
payment according to the weight which they actually



1 PAYMENT, MONEY AND METAL 29

have; this is pensatory practice. The unit of value
would be in that case, by our own system of weights,
the gramme of ducat gold, ¢. e. not any gramme of gold
of the fineness prescribed for the coining of ducats,
for that would be autometallism, but the gramme of
gold coined into ducat form. The gramme of gold in
this form is a totally different concept from the
gramme of gold of which ducats could be made.

Such a system is conceivable. It would produce a
pensatory morphic means of payment, and the wearing
down of the pieces, so long as they were still recog-
nisable as ducats, would be quite unimportant, because
the ducats were valid ““ al marco.” On the other hand,
mere payment by counting would be excluded, because
there would probably be many worn pieces. The
gold scales must always be held in readiness.

As is well known, we have no such system in
modern civilised States. We are most careful to
avoid pensatory practice, because the aim of all
modern monetary systems is to discard the scales as
an instrument of payment. Mere morphism does not
yet bring this about, for the ducat system we have
described above is unquestionably already morphic,
though it still remains pensatory.

Is there then another method of settling the validity
of the pieces hesides weighing? Certainly, as soon as
there is a morphic monetary system.

Morphism gives the possibility of recognising the
means of payment without the necessity, which
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previously existed, of naming any given substance, for
the legal ordinances describe the permissible pieces
explicitly. When legal ordinances give the name to
the unit of value (as mark, franc or rouble) and define
it by reference to the earlier unit, there is nothing to
prevent us from giving to the marphic means of pay-
ment a validity dependent not on weight but on fiat.
A proclamation is made that a piece of such and such
a descrintion ghall be valid as so many units of value.
Morphism therefore opens a way which is not pensa-
tory. The validity can depend on proclamation.
This means the final abolition of the scales for the act
of payment. Moreover, the wearing down of the
pieces is of no importance so long as they are still
recognisable.

Validity by proclamation is commonly called the
“face value,” in contrast with the ‘“intrinsic value”’
of the pieces, which is supposed to depend on their
metallic content. This is a habit of the metallists,
who are always autometallists at heart.

Validity by proclamation is not bound to any
material. It can occur with the most precious or the
basest metals, and in all cases where payments are
not pensatory, ¢. e. in all modern monetary systems.
Moreover, as we have seen, we should not apply the
concept ““ value * to this means of payment, and there-
fore not to this money itself, but only to things which
are not means of payment, for in the case of * value ”
we always use the current means of payment as a
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which proves that we have by pavment of postage
obtained the right to get the letter carried.

The * ticket *’ is then a good expression, which has
long since been naturalised, for a movable, shaped
object bearing signs, to which legal ordinance gives a
use independent of its material. .

Our means of payment, then, whether coins or
warrants, possess the above-named qualities: they
are pay-tokens, or tickets used as means of
payment.

The idea of the ticket or token tells us nothing as
to the material of the disc. It is made both of
precious and of base metal and also of paper, to
mention only the most important. Let it not be
thought, therefore, that a ticket or token means an
object made of a worthless material, compared with
the autometallistic means of payment which preceded
it. The value of the disc is left unconsidered for the
present. It is only necessary that we recognise this
sign-bearing object as a legal non-pensatory means of
payment.

Perhaps the Latin word “ Charta > can bear the
sense of ticket or token, and we can form a new but
intelligible adjective—* Chartal.” OQOur means of
payment have this token, or Chartal, form.

Among civilised peoples in our day, payments can
only be made with pay-tickets or Chartal pieces.

The chartality of the means of pavment would
never disappear even if coins should be totally
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abolished, which in view of their convenience for small
payments is not likely.

It is important that these tokens should bear signs
exactly described by legal ordinance. It is not
important that they should bear any written inscrip-
tion. The letters or hieroglyphics (coats of arms)
are of no consequence. They are significant merely
as & means of identification. The meaning is to
be found out not by reading the signs, but by
consulting the legal ordinances.

Coins bearing both the arms of the Austrian State
and the effigy of the Austrian Emperor can, accord-
ingly, cease to be Austrian means of payment as soon
as the Austrian legal ordinances command that they
should. But the very same coins, in spite of their
foreign imprint, can be means of payment in the
German Empire (e.g. the Austrian Vereinsthaler)
because German law so ordains. This is no imaginary
instance, but until 1900 was a well-known fact.

The legal significance of Chartal means of payment
is not, therefore, to be known from the pieces them-
selves. The piece has on it mere signs to be inter-
preted by Acts of Parliament or other sources of law.

Objects thus inscribed could be called “ symbols,”
if this phrase did not suggest the wrong idea that such
means of puvinent are there simply to recall others
better and more genuine, without being themselves
either good or genuine.

In the first place among ‘“ Chartal ” means of pay-
D
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ment are many which leave nothing to be desired in
the matter of genuineness and goodness, even from
the standpoint of the strictest metallism, such as our
own gold pieces. Secondly, the warrants or notes,
which are no less Chartal, also contain much that is
good and genuine, though in a field less familiar to
the metallists. For these reasons it is inconvenient
to speak of symbolic means of payment, especially
as people would understand this in the purely negative
sense of autometallistic if they had that term.

This, however, has never been clearly stated, for
the expression autometallism has not been current
hitherto.

In the case of Clarluliy the pieces are regarded
as something one and indivisible, as objective
individuals. )

Chartality and pensatory practice are mutually
exclusive, like morphism and amorphism.

The chartality of the means of payment is not a
question of technique ; only the production of shaped
pieces, which we call morphism, is technical, and the
first kind of morphism is the production of coins in
their earliest form.

Chartality rests on a certain relation to the laws.
It is, therefore, impossible to tell from the pieces
themselves whether they are Chartal or not. This is
at once evident in the case of warrants. As to coins,
we must always refer to the Acts and statutes, which
alone can give information.



I PAYMENT, MONEY AND METAL 35

Now while morphism originates in a technical
invention—the coining of the metal which was
formerly used by weight—Chartality has come in
unperceived, so completely unperceived that hitherto
it has not even had a name.

What happened was this : When shaped pieces were
first coined, the chief consideration was that it should -
be possible to recognise immediately the nature and
quantity of the metal, which had formerly been used
by weight. This was in order to make it unnecessary
to examine or weigh the material. At first no one
thought of the wearing down of the pieces. It was
therefore unnecessary to consider whether the use of
the pieces was to depend on weighing or proclamation,
for when the pieces are intact the distinction is
useless.

As, however, in course of time the wearing down of
the pieces became noticeable, the question arose,
which causes uncertainty even in modern times:
“ Are the pieces valid in accordance with their
weight ? ”’ If the answer is yes, pensatory payrent
still continues; but if the pieces gain their validity
through proclamation, they are Chartal.

Chartality, then, is simply the use in accordance
with proclamation of certain means of payment
having a visible shape.

As soon as the legal property of chartality has
arisen, this makes possible another development, at
which we have hitherto only hinted.
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Authylism—and, consequently, its most usual form,
autometallism—always presupposes that there is a
material for payment. The means of payment are
therefore in this system always hylogenic, as we call
this property.

It is already there in the material. It does not
come about through the material alone; but emerges
only through a particular use of the material. -«

Once the concept of chartability has come into
being, the possibility for the first time arises of means
of payment which are no longer hylogenic, and which
we will call autogenic. Autogenic means of payment
need not necessarily arise at this point, but they may
do so and cannot do so before. For chartality makes
the material contents of the pieces a concomitant
circumstance, which perhaps may have important
effects, but which is no longer essential to establish
the validity of the coin. '

In the authylic form the material is all-important,
for the description of what is to be a means of payment
consists, and can only at this stage consist, in a state-
ment of the material.

This is all, and it is not at that stage possible to
imagine any other means of recognition.

When, however, chartality has developed, the
description of the stamped pieces gives a new method
of recognising the means of payment, for the State
says that the pieces have such and such an appearance
and that their validity is fixed by proclamation.
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Here, therefore, it is not the statement of a specific
material, but the description of the shaped pieces,
which makes the means of payment recognisable.

This being so, the Chartal pieces may still be
hylogenic, but they may also be autogenic.

At the beginning people hold fast to the hylogenic
tradition, and produce hylogenic Chartal pieces. At
a later stage a change is made to means of payment
which are no longer hylogenic, and this is made
possible by chartality. The reasons for this proceed-
ing are not in place here, and the dangers incidental
to it must be discussed elsewhere. All we have to
remember is that chartality makes possible autogenic
means of payvment.

The autogeneity of the means of payment was
virtually, though not actually, created at the moment
when, through a legal decision, chartality arose. For
why should not pieces out of any stuff you please be
chartally treated? If, however, the material can be
chosen at will, then the authylic material formerly
used may be just as well left in its place as driven
from it. Chartality does not demand autogenic
means of payment, but admits them as well as the
hylogenic.

Grasp the meaning of chartality and you under-
stand hylogenic means of payment just as easily as
autogenic.

After this introduction it is easy to answer the great
question of lytrology,  What is money ?
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In the German language money (Geld) always means
a formed (morphic) means of payment; but there are
morphic means of payment which nevertheless are
pensatory. This, however, is at a lower stage of
development which will be outgrown in the course of
history. For the more exact observer money in the
modern sense first comes into being when the morphic
means of payment have their validity settled by
proclamation and become Chartal. So we get the
following answer to the question we have asked.

Money always signifies a Chartal means of pay-
ment. Every Chartal means of payment we call
money. The definition of money is therefore “a
Chartal means of payment.”

But, once money exists, a distinction should be made
between the T:vlusenic and the autogenie.

For many reasons people prefer hvlogenic money,
but no one denies that there is also autogenic money,
for the much-decried inconvertible paper money is
still money, and what is it but autogenic money made
of paper discs? Our theory therefore gives even this
step-child its due.

The order in which lytric phenomena are dealt with
here is not arbitrary but necessary.

(1) We presupposed the hylogenesis of the means of
payment, for only hylic means of pavment allow of
pensatory use. (2) Then morphism appears; only
morphic means of payment can be proclamatory and
therefore Chartal. (3) Finally, it is only in the case of
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Chartal means of payment that the hylic basis can
disappear; they alone, therefore, can be autogenic.

Our classification, therefore, of means of payment is
not only possible but strictly necessary, as may be
seen from the fact that historically the phenomena
appear in this order.

The nominality of the unit of value is, as we have
seen, created by the State in its capacity as the
guardian and maintainer of law. This, however, does
not occur through philosophic reflection but quite
otherwise. The State sees itself for some reason or
other forced to introduce a new means of payient in
place of the old, while it wishes to preserve existing
debts, at any rate in their relative proportions one to
another. Jurisprudence, having to reckon with this
fact, now sets reflection to work, and under compul-
sion proceeds to put the lytric nominal debt in place
of the real debt, because in no other way can it accom-
modate itself to the new situation.

The chartality of the means of payment arises in a
similar way. The State as guardian of the law declares
that the property of being the means of payment
should be inherent in certain stamped pieces as such,
and not in the material of the pieces. In this case also
juridical reflection goes to work and creates the
concept of the pay-token or ticket, not from caprice
but because it must accommodate itself to the altered
situation. Finally, the same holds good of autogenesis.
The State, not the jurist, creates it.
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In all these cases the impulse comes from the
political action of the State, jurisprudence only draw-
ing its conclusions from the State’s action as it needs
them.

If we have already declared in the beginning that
money is a creation of law, this is not to be inter-
preted in the narrower sense that it is a creation of
jurisprudence, but in the larger sense that it i a
creation of the legislative activity of the State, a
creation of legislative policy.

The Chartal form does not forbid the use of costly
material for the making of means of payment, but,
on the other hand, it does not demand it. Chartality
makes the concept of the means of payment indepen-
dent of the material. The Chartal form is the ample
frame in which can be set means of payment, whether
made of precious material or of the poorest material.

It is not on this account, however, a matter of
indifference which case actually occurs. The nature
of the material has its special effects, to which we
will devote our attention in the proper place.
Here it is only important to establish what the
nature of the Chartal form is, leaving aside for the
present the question as to what qualities are inherent
in the different kinds of Chartal constitution.

From what we have said it appears that the Chartal
form is associated with the State which introduces it,
for the use of the piece must take place where the law
runs, <. e. it is limited to the State’s territory, for the
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law does not operate beyond its boundaries. The
Chartal form can never be effective ‘internation-
ally,” or, rather, it can never be effective from State
to State, as long as States are totally independent of
one another.

This is a striking limitation of it, compared with
autometallism. ,

If two States have the same autometallism, that
is, both pay in copper or both in silver, in that case
they have at once an international (better, inter-
political) means of payment. This form of common
system is excluded by the idea of the Chartal constitu-
tion. If two States should make an agreement for
pooling their money, then for our purposes they are
no longer separate States, but form a community of
States which is to be regarded as a whole.

The question, therefore, why we have no inter-
political money in the countries of our civilisation is
easily answered. It is because the Chartal form pre-
vails everywhere, and this essentially excludes the
idea that there should be a money common to two
independent States.

The person who demands inter-political money
opposes the Chartal form, with small prospects of
success. If he fixes his hopes on unions, let him
remember that States have to care for other things
besides currency.

Of course such supplements could be made to
the Chartal system that the chief ends of an
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“ international ” monetary system could be attained,
by roundabout methods, of which we will speak later.
It is a completely perverted idea to demand * inter-
national ” money for independent States which are
not even allied. On the other hand, it is always per-
missible to wish for monetary arrangements which
hinder international dealings as little as possible.

The “ genetic * division of means of payment resfilts
from what we have said. We call that division
“ genetic ’ when we only take account of those cir-
cumstances which are characteristic of its origin.
At this point be it assumed that the State only admits
one kind of money, though it is accustomed to allow
many kinds of money which are different in a genetic
sense. The co-existence of many different kinds of
money which are genetically different must be con-
sidered later. It gives rise to other classifications,
which we call functional, and which, on account of
their totally different basis,® must be strictly separ-
ated from the genetic classification. A great deal of
the confusion in classification of currencies arises from
neglect of this distinction.

The classification of means of pavment into pensa-
tory and proclamatory is, as we have already seen,
genetic; our concept of money is therefore genetic,
as it signifies Chartal means of payment.

The concept of specie money, which we have not
yet discussed, is also genetic.

1 Fundamentum divisionts.~—TR.
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On the other hand, the concept, for example, of
current money, small change and valuta money is
entirely functional, as will be seen later. We have not
yet anything to do with this classification and only
mention it here for the moment in order to dismiss it.

The genetic classification has in the first place the
three characteristics already mentioned.

1) The means of payment are either pensatory or
proclamatory.

(2) They are either morphic or amorphic.

(8) They are either hylogenic or autogenic.

The characteristics now appear in the following
scheme, on which the genetic classification is based.

Means of payment are

Pensatory Proclamatory
(can only be hylogenic). (can only be morphic).

Amorphie. Morphic.

Autometallism The example of

the ducats (p.
comes here. 28) comes here.
I II These means of payment are

Chartal. Chartal means of
payment = money.

Hylogenic. Autogenic.
I & IV V&VI
(see below). (see below).

I. The first kind is an authylic means of payment,
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as in practice only metals are the material; this
means autometallistic means of payment.

Bar form is sufficient. The form of coins is not
excluded, so long as we mean coin only in the technical
sense. But the form of the coins must not have any
legal significance.

II. The second kind (morphic-pensatory means of
pavment) always appears in the form of coins. The
metal is immaterial. But it should be noticed that
all coins do not come under this head, but only those
which are used according to their actual weight.

The form here described is so rare that we had to
invent our previous example of the ducats with
pensatory use (p. 28).

ITIT-VI. All four are money proper. It should be
noticed that there are both hylogenic and autogenic
moneys, and also two sub-classes of each, to which we
shall return later.

The more exact classification of Chartal means of
payment, 4. e. money, we must defer once again. We
must now give an account of the kind of satisfaction
which is produced through the use of Chartal means of

payment.

§ 3. Use in Circulation

The receiver of pensatory pavments has the choice
between use in the arts and use in circulation.

If he decides for the former or technical use, he
considers very closely the nature and quantity of the
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material. If, however, he decides for the use in
circulation he considers only their legal validity as
means of payment.

When we consider the want that is satisfied by
Chartal means of payment—money—mwe cannot make
the general assertion that the satisfaction is in no
case “ real,” for there are kinds of money which offer
“réal ” satisfaction though belonging to the Chartal
system. For example, specie money, a difficult
concept which we shall come to know by and by, has
the form of a Chartal means of payment and yet
has the property, at any rate when not diminished
in weight, of giving real satisfaction in the same way
as a morphic pensatory means of payment.

A great many other kinds of money, whether coins
or warrants, regarded as material, either cannot be
used technically at all (paper) or only in a way which
would involve great loss, so that in their case real
satisfaction is in practice excluded.

Money, then, generally speaking offers no certainty
of “real ” satisfaction, but an absolutely sure satis-
faction through circulation.

The common feature, then, in all means of payment
is that the holder uses them in circulation as soon as
he is in a position to hand over units of value. The
satisfaction, therefore, of the holder does not depend
on possession per se, but on possession with a view to
future use for payment.

Their distinction is that pensatory means of pay-
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ment can always be put to technical use, and give
“ real ”’ satisfaction, while Chartal means of : . - -
may or may not do so.

Why is the man in the street always so distrustful
at the absence of the ““real ” satisfaction? Appar-
ently from the following reasons.

A lytric debt can only be reduced or paid off
through the delivery of an object (a pound of copper),
or perhaps also by the delivery of another object
(silver) substituted for it by the State; in any case,
however, only by such objects as, even apart from
legal ordinance, form an economic commodity.

But there are Chartal pieces (e.g. warrants and
notes) which, apart from legal ordinance, are not
economic commodities. What does a scrap of paper
considered per se represent? Clearly nothing.

The man in the street, reasoning thus, considers it
justifiable to separate the means of payment from
the legal ordinance, to subject them to criticism in
the light of nature and, if their material is no longer
an economic commodity, to reject them. He is in
the mood to speak of ““a scrap of paper,” on seeing
before him a Chartal piece in this form, or if he
should be required to take it in pavment.

When, however, he himself tenders the piece and the
other man shows signs of using the expression about
a scrap of paper, the tables are turned and he calls
the other an ignoramus.

But it is wrong to judge Chartal pieces turn and
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turn about alternately in their legal aspect and in
the light of nature. Payment is a legal proceeding,
and it is sufficient that the Chartal pieces should be
legally valid.

In speaking of debt each man in his native innocence
-thinks of himself as the creditor and judges the means
of payment from the standpoint of their acceptability
to himself.

But from my own point of view there are, besides
the debts in which I am a creditor, others in respect
of which T am a debtor. The latter are called first
and foremost my “ debts,” the others are my claims.

The concept ““ debt ”” is amphibolic; i. e., if indebted-
ness is the relation between two people, it is not laid
down which of the two is to be creditor and which
debtor.

For the one, the debt is positive; he is called the
debtor. For the other, it is negative; he is the
creditor. Negative debts are claims.

Therefore the converse is also true, that the concept
of a claim is amphibolic. If a claim exists between
two persons, it is not in the first place laid down
which of the two is creditor and which debtor.

For the one the claim is positive—he is the creditor;
for the other, it is negative—he is the debtor.
Negative claims are debts.

The principle we have so often mentioned, that the
State maintains existing debts, is better stated in
the following way: “The State maintains in each
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individual case both negative and positive debts,” or,
if you like, ““ The State maintains in each case both
negative and positive claims.” When the State intro-
duces new means of payment, this takes effect in
reference to the negative and positive debts of each
person, or—what comes to the same thing—his
negative and his positive claims.

Each individual has an amphitropic positionr in
trade, 4.e. he is in some quarters a debtor and at
the same time in other quarters a creditor.

This amphitropic position of the individual in
economic transactions was so obvious that it was
completely overlooked.

The objection of the layman to means of payment
like the much-decried inconvertible paper money is
always based on his mistake of looking at the
position in economic transactions s e «.'seryse-17 ; he
thinks of himself as always creditor.

He makes two mistakes : he regards such Chartal
means of payment under their natural, not their legal
aspect, and secondly, he considers his own position
in trade monotropically, not amphitropically.

If, however, we avoid those two mistakes, it will
no longer seem strange that there can also be a
money of a material which, apart from the law, is
no longer a “‘ commodity.”

If the man in the street now raises the practical
question that he does not want to have the paper
Chartal form at all, it seems to him dangerous, a
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menace to the general weal, he may very likely be
right, but he is going outside the domain of theory—
as indeed he likes to do, for the natural man has
the temperament of a public man; he wishes, in
laudable anxiety for the general welfare, to employ
his activities in bringing the Good to birth. And
who would wish to put obstacles in his path ?

This, however, is not the attitude of the theorist.
He must follow lytric forms, both good and bad, with
equal attention. He will not begin by giving advice,
but by laying down principles. For him the essence
of a thing is something quite different from its practical
importance. His temperament is not that of the
public man, but of the philosopher.

The system, dangerous in practice, pleases him
because essential characteristics are there most easily
recognisable, but he takes care not to recommend
such a system. He is not there to make recommen-
dations but to explain phenomena. He leaves to the
public man the business of bringing the Good to
birth; and the most influential public man is often
the weakest theorist.

When once money has been stripped of material
content, the reproach is usually made that no “ real
payment in the proper sense of the word can now be
made. Of course not, if by payment is meant pay-
ment by something material. But jurisprudence has
to adapt itself to political authority. The law
recognises such paywments on occasions, and therefore

B
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they are for the jurist true payments, and juris-
prudence is forced to broaden correspondingly the
earlier narrow concept of payment.

There is also another objection which is often
raised against non-material Chartal money. Such
tickets as paper money pure and simple are, it is said,
acknowledgments of the State’s indebtedness. Pay-
ment in such tickets is therefore only a claim onsthe
State, a provisional satisfaction still leaving something
to be done on the part of the State. It is not a
definitive payment, consequently not a payment at
all in the strict sense. It is alleged in support of
this contention that the Austrian State notes of
1866, which were undoubtedly paper money in' the
strictest sense of the word, even bore the inscription
National Debt Office (die Staats-Schuldenverwaltung).

Here, however, it must be recalled that the inscrip-
tion on Chartal pieces is not a source of information
as to the legal nature of the pieces, but is only a
distinguishing mark.

The question is, how these pieces stand in the eye
of the law. On their face they may admit that they
are debts, but in point of fact they are not so if the
debts are not meant to be paid. In the case of paper
money proper the State offers no other means of
payment; therefore it is not an acknowledgment of
the State’s indebtedness, even if this is expressly
stated. The statement is only a political good
intention, and it is not actually true that the State
will convert it into some other means of payment.
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The decisive factor is not what the State would do if
it could, but what the State does. It is therefore a
complete mistake to see no actual payment in pay-
ment by inconvertible paper money. It is a true
payment, though it is not material.

If it is said that the State makes the greatest efforts
to give up that paper system and to convert its notes
into ‘material money as soon as it can, and that the
notes accordingly are a claim on it for better money
to come later, and therefore a debt of the State,
what are we to say in reply ?

The answer is that the notes are still not a debt of
the State in the legal sense, but at most appear to
be so in the course of legal history when the State
shows the intention of altering the means of payment
some time or other, and of changing the present
means of pavment, according to some proportion to
be found later, into new means of payment.

To judge by that intention, the notes can be called
a debt of the State; but in this sense any means
of payment, even the autometallistic ones, are a debt
of the State. On this accoun