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PREFATORY NOTE

I owE my interest in the Assignats to a stimulating essay in Mr,
Hawtrey’s Currency and Credit. The very capable studies of Gomel
and Marion on French financial history, and the vast materials on
the economic history of the Revolution recently assembled by
Aulard, Mathiez, Schmidt, Bloch and others, have been invaluable
to me.

Professor E. R. A. Seligman of Columbia University generously
allowed me to use his excellent collection on the eighteenth cen-
tury, and Mr. Willis of the Cornell University Library put at my
disposal the Andrew D. White Collection on the French Revolu-
tion. My student, V. M. Longstreet (Harvard, 1930) and I have
spent several weary weeks checking footnotes. We hope that we
have eliminated all errors. Mr. Joseph Wright kindly read the
proofs.

My friends and colleagues, Professors John H. Willjams and
Crane Brinton, and Drs. Arthur E. Monroe and Overton H. Tay-
lor have made many helpful suggestions. Dr. Monroe and Dr.
Taylor have read the entire manuscript with great care.

I first became interested in monetary problems in Professor
Edwin Walter Kemmerer’s Seminar at Princeton. Professors
Frank A. Fetter and David A, McCabe of Princeton University
also gave me much excellent instruction and sound advice.

To my first teacher of Economics, Professor Harold H. Bur-
bank, I acknowledge a great indebtedness. Asmy tutor he taught
me how to read with discrimination. I received an orientation in
economic literature from him which has been of inestimable value.
In the late Professor Allyn A. Young’s Economics 38 T learned
much about monetary theory. He helped me at every stage of
this work, and gave unselfishly of his time in an attempt to make
a poorly written manuscript presentable.

My wife assembled the statistical material in Chapter V and
read the manuscript and proofs, But the entire work is in truth

vil
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hers. Every page has profited from her interest and encourage-
ment. '

This study was completed as a Doctorate thesis in 1g26. Other
interests and responsibilities have kept me from publishing it
eatlier. Although I believe that I have improved it at a number of
points in the intervening three years, it remains substantially the
work completed in 1926.

S. E. Harris

HarvaRD UNIVERSITY
Decetnber, 1929
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INTRODUCTION

THERE are two circumstances which appear to justify this new
study of a familiar episode. The first is, that in the last fifteen
years the industrious scholars of France have unearthed an in-
credible quantity of documentary material, hitherto unobtainable,
and to a large extent unknown. Through the Collection de Docu-
ments Inédits sur U Histoire de France pendant la Révolution, the
Collection de Documents Inédits sur V Histoire de Paris pendant la
Révolution, the Collection de Documents sur I Histoire Economique
de la Révolution, and finally the annual publications of the Com-~
mission de Recherche, these documents have been made accessible.

These volumes include such indispensable collections as the let-
ters, decrees and rulings of the Committee of Public Safety, the
local documents relative to the subsistence question and to the
administration of the public lands (the security of the Assignats),
and the police reports of Paris, which last give invaluable clues to
the attitude of the man in the street toward the Assignat. These
indefatigable workers have also made accessible for the Revolu-
tionary period the laws, decrees, administrative rulings and the
like pertaining to monetary matters, to agriculture and rural econ-
omy, and to industry and commerce; the acts, decrees and rulings
of the Directory; the communications of the Minister of Interior;
the correspondence of Carnot ; the procs-verbal of the Committees
of Agriculture and Commerce and of Finance; the Cahiers, com-
munal decrees, circulars and deliberationsof the Paris authorities;
and many other valuable documents. (They are listed in the bibli-
ography appended to this study.) The Archives Parliamentaires,
1789~1797, were completed through 1793 just prior to the out-
break of the recent war; work has not been continued on them to
my knowledge. These seventy-eight volumes contain not only a
painstaking and thoughtful edition of the parliamentary debates,
but also valuable commentaries from contemporary journals,
many of which are difficult or impossible to find elsewhere.

xifi
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The other circumstance referred to is the recent advance of
monetary theory. Just as the restriction of payments by the Bank
of England during the Napoleonic Wars led to a notable develop-
ment of the theory of inconvertible paper money, so the recourse
to such money since 1914 has led to much speculation about its
necessity, functioning and results. Writers have dwelt in particu-
lar on the inevitableness of the creation of paper money in the
course of a costly war, on psychological explanations of the fluctu-
ations in its value, on the relation between internal and external
depreciation, and on the repercussions of depreciation on the move-
ments of foreign trade; and they have tended, in contrast with the
older writers, to justify, or at least to excuse, resort to such money
under some conditions. They have elaborated the treatment of
these problems with a nicety and precision hitherto unknown. In
monetary theory in its present state one finds an instrument for
the analysis of France’s experience with the Assignats, which is of
greater precision than any that has been available until recent
years. Peculiarly important has been the attention in recent years
given to the problems of the movements of balances and hoards,

Marion, Falkner and Hawtrey bave of late done some credit-
able work with this subject! Marion devotes two volumes of his
pretentious work on French financial history to the Revolution-
ary petiod. Concerned primarily with the public finances of the
Revolution, he devotes much space to the Assignats. But he has
not kept up with recent developments in monetary theory; and he
is unable to divest himself of strong prejudices against inconvert-
ible paper money. He is uncompromising in his adherence to the
traditional attitude. Had he assumed a more detached attitude,
he could not have been blind to some of its compensating advan-
tages. Falkner’s treatise constitutes a meritorious treatment of
the subject. He offers several ingenious and even brilliant sugges-
tions in explanation of the depreciation of the Assignat. Unfortu-

1 M. Marion, Histoire Financiére de la France depuis 1715, VoL I, 1789 & 1792;
Vol. I, 1792 & 1797; S. V. Falkner, * Das Papiergeld der franztsischen Revolution
178g-1797 "*; Schriften des Vereins fiir Sozialpolitik, Vol. CLXV; R, G. Hawtrey,
Currency and Credit, ad ed., Ch, XV,
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nately, he had access to relatively few of the documents enumer-
ated above.

Hawtrey’s chapter on the Assignats should be considered with a
thought asto its purpose. He finds in the Assignatsan opportunity
to test his ingeniously elaborated monetary theory. The principal
ground of my criticisms of Hawtrey’s interpretation lies in his fail-
ure tostudy this particular experience more intensively. To evolye
a profound theory is one task; to seek in the world of facts for its
verification is another; and the danger liesin not devoting sufficient
energy to the empirical test. Nevertheless, Hawtrey’s chapterisa
conspicuous contribution. One cannot read it without being im-
pressed by the brilliant way in which an eighteenth century episode
is construed in terms of present-day monetary theory. While dif-
* fering from Hawtrey’s interpretation on a number of points, I am,
nevertheless, conscious of my indebtedness to one who, in my
opinion, more than any one else, has contributed to that improve-
ment of monetary theory which makes the rewriting of the Assig-
nat episode expedient.

The more important arguments are presented in Chapter ITI
and the following chapters. '

My first chapter summarizes the pamphlets and legislative de-
bates which were influential in bringing about the confiscation of
church lands and the creation of the Assignats, and which throw
light upon their early history. Gomel, Marion and Stourm
(named in order of the importance of their contributions) have
done pioneer work on the finances of the Revolution. I have not
attempted to explore again the ground traversed by them. My
second chapter is devoted to a summary of the Revolutionary fi-
nances and to the investigations of a few problems of special sig-
nificance for the history of the Assignats, such as the amount of
the monthly deficits, the public debt, and the rate of repayment.
These aspects concern us because they shed some light on the dis-
bursements of the Assignats. The issues, burnings and circula-
tion of Assignats and, finally, the relative contributions of taxes
. and of paper money are also considered. ‘The mistakes and incon-
sistencies of the authorities, and many instances of official d.lS-
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honesty are duly noted. I have attempted to construct some new
statistical series, but some of the results are only provisional he-
cause of the scarcity of reliable data.

The problem of the relation of the land security to the value
of the Assignat, which has generally been regarded as definitely
solved, requires further study in my opinion, and I have dealt with
it in Chapter ITI. Although adherents to the Assignat system
erred (1) in overestimating the importance of the land security,
and (2) in proclaiming the immediate redeemability of the Assig-
nat, I am satisfied, nevertheless, that the existence of the land
security contributed materially to the maintenance of the value
of the Assignat, In Chapter III, I develop the theses that the land
security (the confiscated property of the Church and Emigrés) by
helping to create confidence in the Assignats helped to retard their
depreciation, and that fluctuations in the value of the Assignats
were, to an appreciable extent, determined by the operations of the
public land officers, The value of these resources, the total of
Assignats realised (and incinerated) as a result of the sales of land,
the wasted opportunities — resulting largely from the insecurity
and the depression of controlled commodity prices below market
prices, both responsible for a marked contraction of land sales —
are all, therefore, relevant problems for a study of the Assignats,
and are pursued at length. The prevalence and danger of the land
fallacy popularized by Mirabeau and others and since condemned
by Mill, Levasseur and Hawtrey, are not questioned; but it is
maintained that since the fallacy was accepted by the gullible and
ignorant, their credulity contributed appreciably to the mainte-
nance of the value of the paper money. The fact that most of
France was cajoled into believing that the land security trans-
formed an otherwise valueless paper money into “circulating
land”, certainly added to the confidence in the Assignat.

Chapter IV, like the chapters which precede it, helps to prepare
the ground for the comprehensive treatment of depreciation of-
fered in Chapters VII-VIII. The preliminary problems of the
measures and extent of depreciation are examined at this point.
I have considered four aspects of these related problems: the fail-
ure of earlier writers to employ such measures judiciously; the
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theoretical and practical difficulties of each of the available meas-
ures; the selection of the one most appropriate for this particular
study; and, finally, the extent of depreciation.

In an attempt to adjust contracts made during the paper money
régime, the Central Government in 1797 ordered each of the
eighty or more departments to prepare a monthly table of depre-
ciation. In Chapter V, T have analyzed these tables and attempted
to account for the marked discrepancies found in them. Although
these tables are unique in the annals of the history of paper money
and offer an unusual opportunity for an analysis of the geographi-
cal distribution of depreciation, they have been virtually disre-
garded by all writers on the subject.

The next chapter (VI) may appear to be a digression, but it also
helps to clear the ground for the chapters which follow. Even the
lengthy summaty of the legislative history of price control is not
without significance for the history of the Assignat. Was the sys-
tem of price control introduced, as many writers have thought, to
bolster up the value of the Assignat? Were the high prices of sub-
sistence caused by excessive issues of Assignats, or are they expli-
cable in terms of curtailed production and impeded circulation of
commodities? In any case, the repercussions of changes in the
condition of the subsistence market and in the success of price con-
trol on the value of the Assignats, were significant. Are we to
agree with Marion that, *The maximum had been only a proce-
dure to stop or rather conceal the progress of the depreciation, a
procedure badly conceived, soon revealed powerless, even injuri-
ous”, or with Hawtrey, who includes price control among the
causes of a significant rise in the value of the Assignat? A careful
consideration of price control is relevant in the selection of the
right measure of depreciation. Just what is the meaning of a rise
or a fall in the value of a paper money when the Government,
through an effective system of rationing, compels the public to
hoard a large proportion of its money? Failure to use the available
measures of depreciation judiciously results in confusion in studies
of the period of maximum prices. The kaleidoscopic (yet in the
main- effective) changes in the legislation against the precious
metals, the violent movements of the gold points, and the varying
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effectiveness of price control, demand at least a realisation of the
difficulties of the choice of a suitable measure.

Many of the conclusions of the first six chapters are reviewed
and evaluated in Chapters VII and VIIL Buytin theselatter chap-
ters I have also tried to weigh supplementary material gleaned
from every accessible source. After dividing the entire history of
the Assignats into convenient periods, I delved into each period
with a view to giving each contributory cause of depreciation its
proper weight. ' Among these factors are not only such outstand-
ing factors as the effects of the land security, the state of the sub-
sistence market and the finances, but also many other influences,
such as the varying competition of gold and silver, the quantities
of Assignats in circulation, the demonetisations, the attempts of
the Government to enhance the value of the paper money, the
inordinate issues of ““billets de confiance,” the prevalence of coun-
terfeiting, and “au cours’ payments.

When the Assignat began to depreciaterapidly, debtors hastened
to repay their debts; when the Government decided to withdraw
the Assignat in favor of the Mandat, and finally to renounce both
in favor of a return to metallic payments, the debtors found them-
selvesin a trying position: the creditors demanded paymentsin gold
and silver at the face value for debts contracted in a depreciated
currency. The Government, by making anticipatory reimburse-
ments illegal during the period of rapid depreciation, intervened
in behalf of the creditor;later, by sponsoring the construction and
use of the local tables of depreciation, it intervened in behalf of the
debtors. The local tables of depreciation formed but one incident
in this conspicuous attempt to modify the terms of private con-
tracts. The history of this paternal interest in private contracts
forms the subject matter of the first section of Chapter IX.

The second section of the same chapter concerns itself with the
obstacles encountered in the attempt to return to a metallic stand-
ard. This is an aspect of the history of the Assignats that has re-
ceived little attention, although the attempt to return to a metallic
standard encountered difficulties that for many years proved virtu-
ally insurmountable,

I have found it convenient to collect most of the facts pertaining
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to the foreign exchanges in a separate chapter. The Revolution-
ary exchanges have never been examined adequately, nor has the
heterogeneous collection of accessible facts been presented as a
unit. In Chapter X Tam concerned with the large movements in
the exchanges resulting from internal fluctuations in the value of
the Assignat and with the explanation of the marked deviations
from the internal values. Capital movements, control of exports
and imports— extending to the virtual nationalisation of foreign
trade— control of the exchanges and of the movements of gold and
silver were the most potent of the independent forces affecting
the exchanges. Movements in the exchanges resulted in part from
changes in the internal value of the Assignats; but independent
changes in the external value of the Assignats had far-reaching
effects on their internal value.
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CHAPTER I

ORIGIN AND EARLY HISTORY

1. MONETARY CONDITIONS AT THE OUTBREAX
OF THE REVOLUTION

In 1789 less than one-quarter of the population of France resided
in the cities.! Agriculture was the most important occupation.
Hence the state of agriculture at any particular time might be an
excellent index of the demand for money. At the outbreak of the
Revolution, Arthur Young found French agriculture in a deplor-
able condition: it suffered from a deficiency of capital which he
put at four hundred and fifty million pounds sterling; the average
yield of rye and wheat was eighteen bushels per acre, as compared
to twenty-five bushels for England; the system of small farms
received Young’s unqualified condemnation.? The crops of 1788
were severely damaged by a hail storm, so that the Revolution-
ary era opened under unfavorable conditions in the subsistence
markets.®

Depression was prevalent also in industrial pursuits. The
disappearance of numéraire,® the evil transitory effects of the
Treaty of 1786, and the weakened condition of the Government,
all contributed to the low ebb of industry.® Foreign trade con-
sisted in the main of exports of manufactured and colonial prod-
ucts, and of importations of raw materials and food products.
The dangers of a famine in raw materials or in the means of sub-

1 M. Lavoisier, Résullats Exiraiis d'un Ouvrage Intilulé de lo Richesse terriloriale,
Qeuvres, Vol. VI, p. 457

2 A. Young, Travels in France, 2d ed., Vol. I, pp. 355, 404—417, 435.

8 Gee Actes de Commune, Vol. I, pp. 226, 232, 297, 462-463, 674, for a descrip-
tion of the heroic measures taken by the city of Paris. A national decree of Septem-
ber 7, 1788 suspended the exportation of grains. Archives Parliamentaires, Vol. I,
pp. 358-350. (Hereafter given as Arch, Parl)

4 The French word numéraire is not easily translated. As a rule, it includes
metallic money only, but infrequently, the term refers to paper money in addition.

5 See 1’ Btat de Paris en 1780, p- 43. :
3
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sistence were often averted by recoirse to importations. The
decline of manufacturing jeopardized the continuance of France’s
importation of necessities. (Authorities agreed only roughly on
the magnitude of France’s foreign trade: Arnould estimated the
aggregate annual foreign trade at seven hundred and fifty million
livres, Necker at five hundred and thirty, and Young at six hun-
dred and sixty millions.})

Countless witnesses of the momentous events at the eve of the
Revolution attested to a partial or even to a complete loss of
metallic money. The unsettled political and economic conditions
made the people wary of the future, and hence resulted in in-
creased monetary hoardings, and even metallic exportations. A
decrease in the amount of circulating media, according to ortho-
dox monetary theory in its more rigid form, should result in a fall
of prices. But no evidence is to be found that a drop in prices
occurred. Although a tendency to hoard commodities was prob-
ably present in these uncertain times, the absence of complaints
in the Cahiers and other documents of the period against hoarding
(such as were heard in 1792—93) points to the absence of any
marked or concerted hoardings. The languishing state of manu-
facturing and the recent crop failures probably accounted for
some decrease in the demand for money, but one hardly com-
‘mensurate with the decrease of the circulating media.

If prices had reacted promptly to the reduction in the circulat~
ing media, complaints of the shortage of money would not have
been so numerous. Prices moved sluggishly; they did not yield
to the pressure of the reduction of the quantity of circulating
media. The reduction did not make itself felt throughout the
economic system. Rather, the system was prone to collapse at
its weakest points: a manufacturer who was not efficient enough
to meet the added burden of paying a premium for the purchase
of precious metals for his wage bill without the compensation of
increased prices for his wares, had to close his shop; and he was
soon followed by other inefficient managers. The reduction in the

L 7. Necker, Trestise on the Administration of the Finances of France, 3d ed.,
Vol I, pp. 123-130; M. Arnould, D¢ la Balgnce dy Commerce, pp. 208-2x2; A,
Young, 0p. cit.,Vol. I, p. s02.
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quantity of money resulted in a decrease in production and hence
in a decrease in the demand for money, instead of in a reduction
of prices.

The amount of currency, in existence, it should be observed,
was not equivalent to the amount in circulation, even in normal
times. Barbaroux, a member of the Convention, asserted in
1792 that six hundred million livres of the aggregate of twenty-
two hundred millions of money had been regularly hoarded before
the Revolution> The proportion of cash hoarded increased duz-
ing unsettled times. Writers often fail to distinguish between
the aggregate quantity of money, and the aggregate of circulat-
ing media. A comparison of the amount of Assignats later in
circulation with the pre-Revolutionary supplies of metals is mis-
leading: the former was held with a view to spending; a large
proportion of the latter was hoarded. (In the later years of the
Revolution, a large proportion of all Assignats were necessarily
hoarded for long periods of time.)

Many of the estimates of the pre-Revolutionary monetary
supplies are based on Necker’s calculations of 1784. He collected
annual figures of coinage from the recoinage of 1726 until 1784;
and from a study of the statistics of foreign trade, foreign pay-
ments, and the like, he estimated the aggregate exportations of
specie. One possible source of error was eliminated for later
investigators by the recoinage of 1783; the available supplies of
gold coin then became known with a great degree of accuracy.
Since silver was the overvalued metal until 1785, no appreciable
exportation of silver occurred before that date. Therefore the
only uncertain element in the later calculations lies in the annual
coinage of silver from 1727-1785. Necker, Young, Calonne,
Clavitre, Arnould, and the First Committee on Money all studied
the problem, and they were closely in accord; the estimates were
from two thousand to twenty-two hundred million livres® We

1 Evidence of the failure of businesses as a result of the inability to obtain numé-
raire except at a great sacrifice, is furnished by C. Schmidt, Un Essai de Stalistigue
Industrielle, Commission de Recherche et de Publication des Documents, xgo8, pp.
1I-205.

2 Moniteur, Vol. XVI, p. 244.

8 1. Necker, Treatise on the Adminisiration of the Finonces of Frauce, Vol, I,
pp. 59-67; A. Young, o5, cit., VoLI, pp. 58x-58a; “First Report on Money,” Proc2s
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must not place too much faith in these figures, however, because
the virtual agreement is due largely to the common reliance on
Necker’s calculations (aside from some independent contribu-
tions from Claviére and Calonne), and because the margin of
error in the annual coinage of silver cannot be neglected. The
results, however, may be accepted as a rough estimate.

The recoinage of 1785 approximately doubled the seigniorage
on gold; the mint ratio of gold to silver was changed {rom 14.5
to 15.5¢ The mint ratio in England at the time was 15 to 1.
Hawtrey, finding that France did not lose her silver, explains the
apparent failure of Gresham’s law to operate by the fact that a
coinage charge of 2 per cent for gold at the French mints, to-
gether with the remedy allowed in fineness, reduced the actual
ratio to 15 to 1.2 But the ratio of 15.5 to 1 is derived from the
actual money coined after the coinage charge is deducted: the
mark of gold was coined into 768 livres, and the mark of silver
into 49 livres and 16 sous, a ratio of r5—30/59 to z.3

In actual fact silver was exported. The Cahiers contained many
complaints from the people of the loss of coins — and silver was
their coin® The French received many communications from
England which informed them of the plentiful importations of
the silver écu (3 livres) rather than the gold louis.® Necker offered
54 livres for a mark of silver in September 1789, or 58livres if the
silver were employed as a subscription to the current loan — in-
stead of the mint price of 49—4/5 livres.® Crowds interfered with
the passage of conveyances of silver.” The crowding of the streets
that resulted from the attempts to obtain both silver and gold

Verbal, Vol. XXXVIII, p. 22; F. Claviére, Opinion d’un Créancier de I’ Elal, pp. 1o~
20; M. Arnould, De la Balance du Commerce, Vol. IT, pp. 208~212. (Hereafter Proces
Verbal will be designated P. V. The pagination is annoying.)

1 Tt is difficult to reconcile this with Shaw's statement that the recoinage of 1785
practically eliminated seigniorage from French currency. W. A. Shaw, The His-
tory of Currency 1252-1894, p. 173. Compare *“ The First Report on Money,” P. V.,
Vol, XXXVIII, p. 10.

? R. G. Hawtrey, op. cit., p. 307. -

3 “First Report on Momey,” P. V., Vol. XXX VIII, p. 10.

4 Arch, Parl., Vol. ITI, pp. 11, 169; Vol. IV, p. 285.

5 Journal Political National, Vol. I, pp. 3, 143; Prudhomme, Révolution de Paris,
Vol. I, p. 52.

8 p. V., Vol. V, 85, If ““p.” is omitted, the number relates to a Débas e Décret,

7 Actes de Commune, Vol. ITI, pp. 325-326.
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from the Caisse d’Escompte forced the police to limit these ex-
changes to three days a week. Necker granted the City of Bor-
deaux a remission of the seigniorage in order to make it profitable
to import Spanish piastres, and to recoin them into écus! The
Committee on Money in its first report proposed to reduce the
relative value of gold, and (showing respect for an English prec-
edent) proposed to effect this by a reduction of the monetary value
of the louis from 24 to 23 livres.? In its second report the Com-
mittee dwelt on the profitableness of shipping silver in place of
gold to London.? Baring asserted that the French Government’s
attempts to obtain metals in England were frustrated by the Eng-
lish Government.*

The Caisse d’Escompte added to the supplies of circulating
media,; this is, therefore, an appropriate place to say that most of
the criticism suffered by the Caisse d'Escompte was wholly un-
warranted. For example, Blanc’s charge that the Bank was im-
provident is not justified® A despairing financial minister em-~
barrassed the Bank in order to save the tottering Government. In
December, 1789, loans to the Government formed more than two-
thirds of the Caisse’s assets, and those assets were notoriously
thrust upon the Caisse d’Escompte:

STATEMENT OF DECEMBER §, 1789

AssETd LIABILITIES
(Millions of Livres) {Millions of Livres)
Loans to the King........oetn wo  Capital............c..ooal... 100
Anticipations on the PatrioticTax 90  Notes...........ccvvvveinnns 112
Letters of Exchange, etc........ 40  Current Accounts.....ovenvaas 8
Coin in the Vaults............. 10
Coin in the Process of Manufac-
L2131 6
216 220

1 M. E. de Fayolé, “Documents Relatifs 3 1a Rarété du Numéraire en Guyenne
en 1789 et 179o,” Archives Hisloriques du Dépariemeni dela Gironde, Vol. XXXVI,
PR: 470-476.

% ¢ First Report on Money,” P. V., Vol. XXX VITI, pp. 13-14.

8 4Second Report on Money,” P. V., Vol. XXX VI, pp. 1z-13.

¢ Sir T. Baring, Observations on the Estoblishment of the Bank of England, =d ed.,
PD: 20~30. ,

5 1.. Blanc, Histoire de la Révolution Frangaiss, Vol. I, pp. 348-350.

8 M. Laborde's “Mémaire,” P. V., Vol. VIII, 144, p. 32.
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2. ORIGIN OF THE ASSIGNATS

We cannot doubt that the disasters brought about by Law’s
activities were well remembered on the eve of the French Revolu-
tion. The country was prepared to oppose any suggestion for the
introduction of a paper money. On'August 16, 1788, a king’s edict
proclaimed the creation of a new interest-bearing paper money.
The paper was to be withdrawn by December 31; its purpose was
to effect a number of urgent payments. The storm of disapproval
gathered so ominously that the Government revoked the edict on
September 14.! Parlement, in a session of January 30, 1789, ex-
pressed the fear that the “billet noir” of the Caisse d’Escompte,
already protected by the Government and therefore really issued
by it, might be appropriated by the Treasury for its own use.?
According to one Cahier, one parish argued, “above all, we will
not countenance the introduction of a paper money or a national
bank, either of which can only produce a great evil, and of which
the memories alone are capable of frightening us because of the
abuse and speculation that they occasioned in the past.”’® A Ca-
hier of Paris demanded a rigid maintenance of the purity of the
circulation; every suggestion for a new money, regardless of form
. or manner, is for a veritable paper money.* A few attributed the
disastrous effects of paper money to the arbitrary nature of the

Government, however, and were willing to try again at the solici-
tation of the Estates General. But these were a very small mi-
nority. 5

Then came the Revolution, and with it a remarkable change in
the attitude toward paper money. Expediency demanded paper
money; the success of the people’s Revolution was impossible
without it. The Revolution was accompanied by a reaction against
‘the old obnoxious and oppressive taxes, and by a demoralization
of the economic and political organization that made the collec-
tion of taxes impossible. Loans were not forthcoming, perhaps be-

cause of a dearth of savings, or the uncertamty of the future, or

1 Arch, Pail., Vol I} pp. 354-357.
2 I’ Fitat de Pam, p’48

3 Arch, Parl, Vol. V, . 59; see also Vol. I, pp. 676, 7;:7, 730, Vol. ]I, P 567
4 C'ahtmdePaﬁs Vol. ITI, p. 173. ]

§ Arch, Parl., Val. ITI, pp. 626, 727; Vol. VI, pp. 34, 40.
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mere administrative weaknesses. A comprehensive system of
education that purported to demonstrate the uniqueness of the
new paper money — especially as regards the peculiar land se-
cwity that emphatically differentiated the Assignat from Law’s
paper — aided in the complete transformation of public opinion.

Claviére by his writings, and Mirabeau by his oratory, prob-
ably bad more to do with the origin of the Assignat than any other
individual® Brissot, a most influential journalist, commended
Claviére for his proposals, and recommended them to his readers.?
Mirabeau called Claviére “I’auteur des Assignats.’”

The Committee of ‘Finance proposed in September, 1789, to
force the Church to pay its fair proportion of taxes for the last six
months of 1780.* As early as September 30, Mirabeau plagued the
Church with a remark that the ecclesiastics’display of anxiety over
discussions of paper money was only explicable by their fear that
paper money might be issued on the security of church lands.
Mirabeau’s famous description, ‘‘Le papier-monnaie est un vol
ou un emprunt fait le sabre & la main,” however, came on the
next day; this pronouncement was later adopted by Mirabeau’s
adversaries, much to his embarrassment® A book by Sennebier,
off the press on October 7, presented a plan for a bank with a
capital of two milliards,secured by the possessions of the Church.®

The alienation of the church domains was beginning to attract
much attention. Condorcet had suggested in 1788 that the pres-
ent owners of domains should only enjoy the usufruct for life, and
that they should then revert to the State.” Talleyrand’s bold pro-
posal on October 10, 1789 to confiscate the possessions of the
Church, was fruitful indeed. He maintained that the expropria-
tion of the Church was not incompatible with the maintenance of
property rights; and he estimated that the Treasurywould profit to
the extent of fifty or sixty million livres annually even if the State

L E, Clavitre, Opinion d'un Créandier de I Elos.

2 T Pabriote Frongois, Vol. I, August 10, 178g.

3 Zes Lelires au Comte Moarck, Vol. IL, p. x56.

. 4PV, Vol IV,60. . . C

5 Monsieur; Vol. I, p. 541

4P, ]. B. Buches et P. C. Rous, Hisioiré Parlémentzire, Vol. III, p. asr.
7 J.'A. N. Condorcet, Des Biens Appurtenont au . Public, Oeuvres, Vol. VIII,

P. 446.-
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maintained the “culte.”? Mirabeau elaborated on Talleyrand’s
arguments on October 30. His mastetly discourse carried much
weight, and the Assembly took the momentous step of appro-
priating the possessions of the Church on November 2.2 Thus the
“gage" for the future Assignats became available.

The need for haste was evident, and many suggestions for the
utilization of the church lands were offered. In November, d’Arcy
proposed a sale of 472 million livres of land to help liquidate the
debt? Many advocated the issuance of paper money, and Necker
took the opportunity on November 14 to criticise many of these
proposals. But Necker’s opposition was not altogether uncom-
.promising. He was not blind to the possibilities of a restricted
issue, and even intimated that larger issues might be feasible
later.* Anticipating a deficit of 170 million livres, Necker asked
that the Caisse d’Escompte be permitted to increase its note issues
in order to enable it to increase its advances to the Government.
With this suggestion, Necker innocently strengthened the posi-
tion of the adherents of paper money. Mirabeau was quick to dis-
cern the vulnerability of Necker’s position; he dwelt upon the ab-
surdity of asking the Government to lend to itself.’ Mirabeau
remained the inveterate opponent of Necker.®

The Viscount of Macaye proposed, in the session of November
21, the issuance of 6oo million livres of national notes.” Another
member suggested on the same day the creation of a bank, which
was to receive the receipts from the Patriotic Contribution and
the sale of church lands, and which was to manufacture soo
millions of notes. The Caisse de I’Extraordinaire, created by the
provisions of the first Assignat law, answered the description of

1 Choix de Rapports, Vol. I, pp. 8g-101; P. V., Vol. VI, Déb. et Déc. 62.

2 Moniteur, Vol. IL, pp. 109—112.

# P. V., Vol. VI, z31.

4 Ibid., 126.

5 Ibid., 130,

§ He wmte on January 2o, 1790 to Count Marck, “if Necker remains another
month, the écu will entirely disappear, and you will know the mistake of the sub-
lime invention of paper money”’; and previously, ‘It is a strange destiny that allows

o mortal to advance to glory on the double crutch of famine and paper money. >

Lettres an Comie Marck, Vol. 1, pp. 433y 455. Mirabean’s msnncenty in his advocacy
of pa,per money, is cwdent. )

7 P. V., Vol. VIII, 100.



ORIGIN AND EARLY HISTORY 1z

this bank.! Du Pont de Nemours, the Physiocrat, attacked the
proposal to issue paper money; he declared it an avowal of bank-
ruptcy, the substitution of a non-interest-paying for an interest-
paying debt.?2 The vast majority of the plans submitted carried
some suggestions of note issues on the security of the church lands,
or at least, of loans secured by the church lands. The Abbot of
Abbecourt advocated a loan secured by the church lands.? Inter-
ested in reducing the arrears of debt payments, the Bishop d’Afitun
(Talleyrand) championed the creation of a new national bank, and
the sale of church lands.* The Abbot of Coulmier, also, regarded
with favor a loan supported by a lien on the possessions of the
Church.® The non-churchmen were not satisfied with half-way
measures: Anson, later an ardent champion of the Assignat, spoke
strongly in favor of an issue of notes on the security of the church
domains.’

Another step toward the inevitable was taken on December 5
when d’Angely and de Montlosier emphasized the necessity of a
sale of church lands as a guarantee for additional issues of paper
money.” The former made the novel suggestion that the paper
money be employed to purchase the new domains, and thus be
redeemed.?

The Commissioners appointed to examine the plans for a bank
consulted with Necker. Their report, issued on December 19,
called for a public loan of 8o million livres from the Caisse d'Es-
compte. The Government was to repay all of its advances from
the Caisse d’Escompte by an issue of 70 millions of annuities and
of 170 millions of Assignats, the latter redeemable in 5 years. A
sale of church lands of & mazimum value of 250 million livres was
also recommended.? The plan represented a fusion of various
plans already proposed..

1p, V., Vol. VIII, 131.

2 1bid., 130. .

3 Moniteur, Vol. IT, p. 302.

4 Ibid., pp. 303-304.

s P, V., Vol. VIII, 141,

6 Ibid., 142.

TP, V Vol. IX, 142.

s M omtmr, Vol. II, P- 370,

9 «“Report of the Commissioners,” P. V., Vol X 153; Necker hs.d already men-
tioned Assignats on December 17.
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The sustained debates came to an end with the authorization of
an issue of paper money on the same day. The decree closely fol-
lowed the plans of the Commissioners. The Treasury was to re-
pay the Caisse d’Escompte with Assignats; the Government was
to issue 400 millions of these interest-bearing Assigmats, which
were to be supported by the sale of crown and church lands valued
at 400 million livres; the notes were to be redeemed systematically
within 5 years, and were to be given special privileges in the pur-
chase of lands, but were not, be it noted, to be legal tender.!

The Assignat was the product of a gradual development, from
the first attacks on the financial privileges of the Church until the
confiscation, and then on to the successful plan of an issue of notes
on the security of the land. Burke’s contention that the Assignats
were issued to keep the ecclesiastical lands out of the hands of
Paris can find little support in parliamentary debates, or in the
litexature of the period.? And I wonder whether Jaurds, Marion,
and others are justified in their contention that the Government
created the Assignat to make the sale of lands possible. Looking
backward, it is easy to see that the creation of the Assignats did
contribute to the sale of the lands, but there is no evidence that
the zealous supporters of paper money had this service in mind.
Certainly no attention was paid to this particular service of the
_proposed paper money by the patliamentary leaders. However,
the issue of Assignats was generally considered equivalent to the
issue of circulating land. But this argument was employed later.
Paper money was a financial expedient? Fortunately, the land
was available for use in bolstering up the Assignat. Itisdoubt-
ful whether the issues of paper money could have been avoided
even if the Jand had not been available. The fact that special
advantages in the purchase of lands were to be attached to the
Assigna.t may be construed as a recognition of the possibility of .
mcreasmg the sales of lands by an issue of Assignats; but-it may

1 P V., Vol. x 153.

2 g, Burke,Rqﬂecuans onthe Frem;h Revolution, Everyman’s Edltmn, pD: 117—:18

? Subercaseaux, on the basis of a study of numerous paper monsy -experiénces,
concludes that “there has never existed o cause more powerful and mare general
for the issue of paper money than the financial cause. " G. Subercaseaux, Lz Popier .
Monnaie, p. 53 . .
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more easily be construed as a measure for reducing the amount of
Assignats in circulation.

3. AssiGNATS VERSUS QUITTANCES DE FINANCE

In the fall of 1790 there was an intense struggle over the ex-
pediency of extending the use of the Assignats to the payment of
debt. Should the reimbursement of debt be effected by the further
employment of the Assignat, or by an issue of a new interest-bear-
ing paper of a non-monetary nature, the Quittance de Finance.

A preliminary struggle occurred in the spring of 1790. In March,
Necker conceded the necessity of a limited circulation of Assig-
nats; but he expressed skepticism as to the possibilities of circula-
tion outside of Paris! Anson, for the Committee of Finance, re-
ported unreservedly in favor of an increased issue: “the Assignat
is a money (signe) that represents a special mortgage on the land.
This new numéraire will have the solemn consent of all, for all
must obey the general will.” Anson explained that the lands
would be divided into small parcels for the convenience of the
holders of the Assignats.?

De Cernon maintained that since money was only a symbol of
real wealth, the creation of the Assignat could not be objection-
able. In his opinion, thé Assignat should be used to reimburse the
capital value of the rentes, thus enabling the Government to pay
its debts, and to profit from the revenues of its lands. It would not
depreciate because the surplus would be invested in land.®

The Committee of Finance on March 24 endorsed a program for
an early issue of legal tender notes.* On April 9, Anson reported
a bill for the Committee which provided for the creation of four
hundred million livres additional of Assignats and for the sale of
all- the newly acquired domains.® The Bishop of Aix, the Abbot of
Maury and Cazalés opposed the proposed law.* Dupont remarked
that the Assignat was only a promise, a ‘“delegation’ of the pro--

1 e Necker's Report of March 6,” P. V,, Vol. XIV, Déb. ef Déc., 196.

2 «Report of the Committee of I‘mance," April g, P. V., Vol. XVII Déb ¢ Déc.,
238. (Déb. ét Déc. are omitted hereafter.)

"8 Plan for the Liberation af the Finances, proposé& par M. De Cernon, p. 3.

4 Procés-Verbal of Conmilies of Finances, Vol. I, Pp- 184-185,

"5 P, V., Vol XVII, 238.

6 Mamtmf, Vol. IV, p. z34.
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ceeds of future sales; and that the lesson taught by Law’s experi-
ence, that paper money should be convertible into gold and silver,
had been lost on the Assembly.!

The members of the National Assembly rallied to the support of
Anson and his colleagues. Roederer, Aiguillin, Pétion and La
Rochefoucauld all argued in behalf of the new issues. Pétion con-
trasted the new paper money, secured by specially designated
property, with the type, secured by property in general? La
Rochefoucauld preferred the Assignats, which were supported by
lands actually on sale, to Law’s money, which was secured by
some gold mines yet to be discovered.

The Assembly approved a decree in April that incorporated the
plan submitted by Anson: creditors of the clergy were designated
creditors of the nation; the Assignats were to be legal tender; an
additional issue of four hundred million livres was to replace the
notes of the Caisse d’Escompte.

Mirabeau gave the opening discourse on August 27 in favor of
the use of the Assignat for the payment of debt. He asserted that
the extension of the use of the Assignat would materially increase
the ranks of the defenders of the Constitution, and would facili-
tate the sale of land. By favoring a non-interest-bearing note,
Mirabeau aided the movement toward a one-hundred-per-cent
fiat paper money. He proposed to make the Assignat a land paper
in the sense that the paper was to be issued on the security of land,
was to be redeemed by the purchase of land, and was to have the
exclusive right to be used in the purchase of theland. In advocat-
ing smaller denominations, however, he was inconsistent; for the
result of the introduction of smaller denominations would be to
encourage the circulation of the Assignats in the regular channels
of trade, instead of inducing their rapid redemption through land
purchases.®

Gouy d’Arcy was attracted by the need of numéraire for the
new channels of circulation. In bis opinion, it was advantageous

1 Moniteur, Vol. IV, p. 125

% Ibid., pp. 134-135-
8 Ibid., p. 125.

4P, V., Vol. XVII, 246, 247.
5 “Discourse of M, Mirabea,” P.V., Vol. XXVIII, qo5.



ORIGIN AND EARLY HISTORY 15

to exchange circulating Assignats for non-circulating public se-
curities.! Within the next month, thirty-seven sections of Paris
declared themselves in favor of increased issues of Assignats, and
only one section was opposed.? The sections, in general, favored
small denominations, the legal tender quality, and the exclusive
privilege of exchangeability for public lands for the Assignat.
Pétion proved himself an able disciple of Mirabeau’s. He advo-
cated, especially, the representation of each Assignat by a desig-
nated parcel of land; he was, however, not blind to the practical
difficulties involved. In order to encourage speedy redemption
through land purchases, Pétion proposed the discontinuance of
interest payments, because they were an incentive to the hoarding
of the Assignats3

“Every nation has the right to manufacture money, to substi-
tute territorial numeéraire for metallic numéraire,” said Anson.
He believed, also, that the long lapse of time between the manu-
facture of the first and the last Assignat, as well as the investment
in lands, would reduce the Assignats in circulation to the mini-
mum necessary amount. The fact that the utilization of Assig-
nats for the payment of debt would save heavy interest charges
was a deciding factor for Anson — and many others. To the argu-
ment that increased prices would result in an unfavorable balance
of trade, Anson retorted that the foreigner could afford to pay
more livres since each livre would be cheaper.*

Chapelier, one of the most influential members of the National
Assembly, shifted the attention of the Assembly from the financial
aspects of the problem to the political aspect: the sale of the lands,
and the issuance of more Assignats were necessary to insure the
success of the Revolution® He merely elaborated an argument
previously presented by Mirabeau.

In his reply of September 27, Mirabeau conceded several points
to his opponents, and he also dealt with several of his opponents’
criticisms. In his opinion, an Assignat and a parcel of land of

1 P, V., Vol. XXVIII, 407; Monileur, Vol. V, pp. s05-506.
2 Actes de Commune, Vol. VII, pp. 81-111.
% Reprint of Pétion’s speech, P. V., Vol. XXIX, 400.

4 P, V., Vol XXX, 414.
5 Moniteur, Vol, V, p. 769.
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equal value were interchangeable — they. were almost identities;
an Assignat was a bill of exchange, payable on sight in land. To
the criticism that several banks with territorial securities had be-
come insolvent in the past, he responded that those institutions
had not actually put lands on sale. He bitterly assailed the inter-
est-bearing note, the Quittance de Finance. It would become a
subject of speculation; and the interest payments would ruin the
Treasury.! Barnave added to the criticism of the Quittance: its
creation would result in the acquisition of lands by the large
landed interests. A few days later, the Assembly approved an
issue of eight hundred million livres of non-interest-bearing Assig-
nats. The remaining provisions of the law were in close agreement
with Mirabeau’s proposals.?

Let us turn to the more influential opponents now: Beaumez
objected to the exchange of four and one-half milliards of public
script for three milliards of lands; the result would be either that
some creditors would be eliminated from the competition for the
lands, or the paper money would depreciate.? Lablanche was of
the opinion that extending the use of the Assignat was equivalent
to sacrificing France as a whole to the interests of her creditors,
for the people would exchange their Assignats largely for goods,
not for lands; and prices would increase as debt holders were paid
in Assignats.* An American citizen warned the Assembly of the
dangers of paper money. Since most of the business of the nation
was done on credit, he feared that issuing an unstable currency
would depress trade. Moreover, he realized that people would
make only indispensable purchases with their gold and silver, and
would use the Assignats for all other purposes; the Assignats, when
issued, would therefore circulate rapidly, and depreciate long be-
fore a volume of circulation equivalent to the pre-Revqutlonary
circulation of money was reached.b

The Provinces were not nearly so enthusiastic as Paris about
the paper money. A delegation of officials from the Depa.rtment

L Mirabeau's reply, September 27, 1790, P. V., Vol. XXXI, 450
’ P. V., Vol. XXXTI, p. 451.
Bea.umezs opinion in P. V., Vol..- XXXT, 147.
4 Opinion of M. Lablenche, P. V., Vol XXIX 403.
5 «Advice on the Assignats by a citizen of the Umted Stntes," sbul.
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of Seine-Inférieure protested against further issues on the ground
that the Assignats would force the metals out of circulation, and
that the public would expend its Assignats for purposes other
than the purchase of land! A delegation from the City of Lille
feared the over abundance of paper money? The citizens and
business men of Lyons informed the Assembly that since May,
when the Assignats first began to circulate in the Provinces,
numéraire had disappeared; and that the silk merchants of Pied-
mont now refused to sell their raw silk except for cash.? Protests
against Mirabeau’s proposals came from many of the principal
cities of France.!

Dupont preferred the interest-bearing notes (Quittances de
Finance) because they would not be forced into circulation, and
therefore would not affect prices. An exchange of Assignats for
“debt papers” would not really be a payment of the debt, for the
Assignat would remain an obligation of the Government until re-

‘deemed. The repudiation of the interest on rentes by paying in
Assignats, would constitute an exploitation of the rights of credit-
ors. Because many of the holders of the Assignats would be un-
able or unwilling to invest in lands, large quantities would remain
in circulation. In spite of all of these objections, Dupont saw the
practical necessity of a limited issue to meet the most pressing
needs, including the payment of the arrears due on the rentes®

Talleyrand made a plea. for the Quittance on September 18 that
had little acute analysis in it, but within a few days he made a
more impressive discourse. The Assignat, which only represents
the metals, he said, can never have the value of its model. He
maintained that the Assignat would depreciate because of doubt
as to the correspondence of the value of the Assignat with the
value of the land, because of the time required to sell the lands,

_and because of the increased quantity of money. The State would

1 “Address to the National Assembly by the Adml.mstrators of the Department
of Seine-Inférieure,” P. V., Vol. XXIX, 401,
2 ¢« Address of the City- of Lille,” 4bid.
i “ Address of the szens and Business Men of Lyons,” ibid.
Ibid.,
. 8 “Eﬁ"ec‘:;z of the Assxgnats on the Pnce of Bread by & Friend of the People,’*
+ dbid.; also Moniteur, Vol. V, pp. 742-743. -
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lose by accepting depreciated Assignats and disbursing metals.
Finally, Talleyrand expressed skepticism as to the possibility of
even measuring the eventual depreciation.!

4. OTEER DISCUSSIONS

Many pamphlets of the period were concerned with the financial
situation, and in particular, with the Assignats. Some of this
literature had an important influence on the trend of monetary
legislation — Claviére’s writings, for example —and some of it
has some significance for monetary theory. Space permits only a
summary account of a few of the contributions.

An interesting compilation of remedies was contained in the
‘Rapport des Plans et Projets Preséntées au Comité des Finances
en 178g.” The suppression of all taxes and the substitution of
voluntary taxes; the introduction of a personal tax; the national-
ization of the shoe manufacturing industry; the adoption of uni-
versal peace; the creation of a few hundred million livres of notes,
each note to lose one per cent of its value at each change of hands;
the reimbursement of the capital and interest of the public debt
by the gradual reduction of interest payments -— these were a few
of the specifics offered.

Le Sage Citoyen suggested a single tax on the wealthy, as well
as voluntary gifts to the Government.? One writer proposed the
creation of a Caisse d’Amortissement which was to have the priv-
ilege of issuing two milliards of notes.? - An opponent of the Clergy
recommended that the Clergy be deprived of their lands — this
before the confiscation took place — and be given a life annuity.*
Estimating the value of all lands at fifty milliards and of other
forms of wealth at twenty-five milliards, Dubernet proposed a
forced loan of two per cent. Realizing the impossibility of lending
in cash, he would allow the Provinces to issue circulating notes
guaranteed by the subscribers® Linguet favored a public bank

1 #Opinion of the Bishop of Attun,” P. V., Vol, XXXI, 421.

% Le Soge Citoyen, pp. 59, 16-10.

8 Plan Progosé pour I'Extinction de la Dette Notionole, p. 2.

4 I'Eial Libéré et PImpot Diminaet, . 12.

8 Dubernet, Projet de Finances ou Moyen }aw' les Rétablir dans le Royaume,
pp. 7-8, 14-17. , B
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with the privilege of issuing notes, which were to be convertible
into gold, but were not to be legal tender between individuals.
Thus the Government would be enabled to fulfill its engagements
without cost.! Finally, an anonymous pamphleteer proposed a
loan secured by the receipts from the sales of lands; the subscrib-
ers were to obtain the privilege of attaching any particular parcel
of land of equal value in case of a default on the part of the Gov-
ernment.?

Some of the better pamphleteers were surprisinglyhostile toward
the Assignat — surprising when one considers the stability of the
Assignat during this period (1790-91)2 Ex-Minister Calonne
chided the Government for its failure to profit from the experi-
ences of Law. Calonne believed that the investment of the Assig-
nats in land was contingent upon an appreciable cheapening of the
paper money: the depreciation of the Assignat would finally reach
a point where investment in land would become highly profitable.

The author of “La Fameuse Semaine’ mercilessly attacked the
Assignats: “ Every man in France who owes nothing, and to whom
everything is due, is ruined by paper money.” The State, in his
opinion, declares itself bankrupt when it pays with paper that
may depreciate. The Government does not inspire great confi-
dence.’ The “Examen Impartial” presented two major criticisms
of the Assignats, viz.: (1) they might easily be counterfeited; (2)
they would remain in circulation long after the land was sold.®

The Chamber of Commerce of Lyons entered a violent protest:
“Effective numéraire is representative of all other values only
because it has a value independent of this representation; paper
money can never fulfill this function adequately. The Assignat,
redeemable in a distant future, is not likely to retain our confi-
dence, as is a paper money daily redeemable in silver.”?

! ‘M. Linguet, Poini de Bangueroute, Plus &' Emprunts.

. 2 Poralldle entre les Effels de lo Nowvelle Emissions d’Assignals et les Billets du
Caisse Nationale. Page references are omitted for small pamphlets.
8 In Chapter VII, I refer again to some of this literature.
. % C. A. Calonne, De I Eitat de France, pp. 86, go.

8 Iq Fameuse Semasne ou le Peuple de Paris Sepi Fois Heureuz, pp. 11-15.

. 8 Examan Importiol duProjel d’uns NauvelleEwsmu d’Amgnatspaﬂm Négociant

de Bardaam, PD.- 475, 14.
7 Qpinion de la Chambre du Cammma de Lyon, pp. 10-12.



20 THE ASSIGNATS

Another critic pointed out the inconsistency involved in creat-
ing a land paper, and then encouraging its circulation by issuing
it as legal tender in small denominations.! Bergasse was the most
indomitable opponent of all. Since the land was heavily mort-
gaged, and since the Government had a prior lien on the net
revenues from the land for the maintenance of the “culte” and
the care of the poor, he contended that the church lands consti-
tuted an inadequate security for the Assignats? The Assignat,
he thought, would result in the destruction of commerce because
an uncertain element would be introduced into business.® Be-
cause Law’s money had a more solid security — the revenue
farms, and the monopoly of certain trading rights — Bergasse
preferred it to the Assignat. He found counterfeiting to be a real
evil that increased with time.* He ridiculed Montesquiou’s sug-
gestion that the value of the money be increased by reducing the
quantity. The value of paper money depends on the difficulty of
counterfeiting and the invariability of the security. Then fol-
lIowed an ingenious refutation of the quantity theory: when every
individual possesses Assignats, there results a general effort to
sustain the Assignat against a multiplicity of causes tending to
cheapen it. But not so when there are few holders.5 In both his
Réplique and Réponse to Montesquiou, Bergasse made some
damaging eriticisms of the official estimates of the circulation,
the debt, and the value of the security; Montesquiou’s rejoinders.
were weak, indeed.? .

Cerutti expressed himself strongly: “This money is an ‘effet
éventuel,’ which relies on good fortune, which advances with pub-
lic opinion, of which the redémption and convertibility are arbi-
trary and doubtful, and to which finally the sovereign wish com-

L Courtes Réflexions sur ¥ Emissionde Présde Denx Milliards &' Assignais-Monnaie,
pp. 3. ' .

% Protestation de M. Bergasse, conire les Assignals-Monnaie, ad ed., pp. 3-14.

8 Lettre de M. Bergasse aux Commelians au Sujet de sa Protestation conire les
Assignais-Monnaie, pp. 5—6. ' )

4 Réponse de M. Bergosse au Mémoire de M. de Montesquion sur les Assignats,
PP 36 " - _ . . '

8 Ibid., pp. 31-37. . ' o

8 Réplique de M. Bergasse & M. de Montesquion; A. P. Montesquiou, Réponss o
M. Bergasse, Maury, etc.; A.P.Montesquiou, Réponse o la Répliqus de M. Bergasse.
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municates a passive existence, a changing value. . . . Picture the
clergy crying to the buyers, ‘Do not buy these lands; you will
be anti-clerical and stupid; your acquisitions will not be legiti-
mate, nor solid; scorn the Assignats as some false and criminal
bills.” ! Montlosier and many others emphasized the inalien-
ability of the Church’s possessions.?

Writers frequently referred to the larger per capita circulation
in England. An Englishman, however, warned the French not to
generalize from English experience; business was thriving there,
and the circulation of bank notes was not forced.? A member of
the Society of 1789 prophesied that the construction of forty-three
ships would cause a further depreciation of the Assignats because
heavy foreign expenditures were involved.!

A citizen of Lille questioned the possibility of ever redeemmg
the Assignat. Confidence was lacking with an issue of but four
hundred million livres; the people in the Provinces were still wary
of paper money in any form. He declared further that the law
which made the Assignat equivalent to gold and silver was vicious
because it was retroactive.’

During the controversy of 1790 a number of pamphlets ap-
peared in which the authors opposed the extension of the use of
the Assignats to the payment of debt. One writer wished to con-
fine their employment to the replacing of revenues hitherto re-
ceived through taxation; and he feared that the iricreased issues
‘made necessary by the reduction of debt would result in increased
prices and, hence, in increased public expenditures® Even Mon-
tesquiou saw the necessity of rigidly limitirig the “dette exigible”
if the confidence in the Assignats were to be maintained.” Con-
dorcet made a masterly attack on the Assugnats He deemed a
forced paper an unnecessary adjunct in the payment of debt
through the sale of lands, so long as the nation was willing to

1M, Ceruttl Ldées Simples eb Pricises sur le Paﬂer—Mannm, PD. 15-16, 20-4L.
2 Montlosier, Obsersations sur les Assignals, pp. 8-13.
2 Leiire d'un Anglais ¢ un Frangois, Qu'est-ce que le Popier-Monnate, pp. o-11.
& Assignats. Discours Prononcéle 3 Seplembre 1790 a lo Société de 1789, pp. o~11.
S Opinionsur les Assignuis & Proposition d'une auire Mode de Libération, pp. s=11.
' Observations siyr les Assignals par un Membre de lo Sociéié de 1489, p. 8.

7 M. de Montesquiou, .Mémaires sur les’ Ass*tgmix ot Sujbpl&nml aux Mémoires

sur les Finances du Royoume.
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accept free paper, Condorcet contended that forced paper de-
preciates because it is not the equivalent of the quantity of money
of which it expresses the value; because it cannot be employed
abroad; and that the privilege of being tenderable in payment for
land would not guarantee either the time of the redemption, nor
the maintenance of its value.! Lavoisier was not so uncompromis-
ing: e attributed any loss that the Assignat had suffered at this
early stage to the disproportionate issues of large denominations,
and to the unusual condition of the silver market.?

Probably the keenest of the early critics of the Assignat was
Boislandry. In 1789, he supported a plan for the creation of in-
terest-bearing notes, which were to circulate freely, and which
were to be used for the reimbursement of the debt? He found in
the excessive issue the most important cause of the early depre-
ciation; but he added that & money without weight or title is at
the mercy of public opinion. Boislandry realized that a large
proportion of the total monetary stock was normally in hoards;
and he concluded, therefore, that depreciation was likely to begin
before most people anticipated. Paper circulates twice as rapidly
as gold and silver even before depreciation begins; but as depre-
clation advances, the rate of circulation increases even more
rapidly.t

Boislandry, at this early stage, found twelve possible reasons
for the lack of confidence in the Assignat:® (1) slow collection of
taxes and insufficiency in case of war; (2) uncertainty as to the
real situation of the finances; (3) denunciations and deglarations
against the executive power; (4) lack of consistency and order in
the deliberations of the Assembly; (g) critical situation of the
Colonies; (6) certain league of all powers of Europe against
France; (7) successive and considerable creations of Assignats
ahead of reimbursement; (8) fear of counterfeiting, lately increas-

! Condorcet, Nouselles Réflewions sur le Projel de Payer la Delle Exigitle en
Dopier Forcé, pp. 1-6. .
% A, L. Lavoisier, Da P Etat das Finances. de Fronce au Premier Jonvier 1pg2,
, 64-66.
7 I.? Boislandry, Observations sur les Dangers du Pagier Monnaie,
¢ L. Boislendry, Considération sur e Discrédit des Assignals, p. 6a,
8 Ibid., pp. 7-12.
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ing; (o) fear that the Clergy might regain their lands; (10) fear
that the prolongation of the war might lead to issues beyond the
value of the lands; (11) excessive issues of Billets de Confiance;
(12) excess of small Assignats — much beyond the quantity of
24, 12 and 6 sou pieces in circulation before the Revolution.!

Several writers expressed disapproval of the Assignats by sug-
gesting possible alternatives. Odet favored an interest-bearing
note.? Lucadore proposed the formation of a patriotic organiza-
tion to collect a quantity of gold and silver which would enable
the Government to make the Assignat redeemable in gold : knowl-
edge of the right to redeem would result in a general acceptance
of the Assignats?  Caille favored the issuing of five milliards of
notes by a national bank as a method of insuring immediate pay-
ments for public lands sold.* Maréchal proposed a somewhat
similar plan, except that the notes were to be issued on the se-
curity of lands and houses.®

The eulogistic pamphlets were not as numerous as the critical
ones. Claviére was the spokesman for the adherents to the Assig-
nat system. Through his influence on Mirabeau, Claviére’s name
is to be closely linked with the history of the Assignats. Clavidre
found -an urgent need for more money in the four main channels
of circulation: the work of the field, the buying of the crude prod-
ucts of the soil, the preparation and distribution of these products,
and finally their consumption. Moreover, he contended that for
political expenditures, for hoards, and for the transfer of taxes and
the purchase of luxuries, additional money was required! Evi-
dently the Assignat had not filled the gap, for in 1790 Claviére
proposed the organization of a bank, which might create addi-
tional money, and he hoped the scarcity of money would be over-
come.” Later he repeated his emphasis on the need for more
money. He also recognized the desirability of balancing the

1'Though this analysis takes us Into 1792, somewhat beyond the scope of this
chapter, this is an appropriate place to include all of Boislandry’s contributions,

2 Exirait des Idées de M. Odel. .

3 P, G. J. Lucadore, Projet d'un Elablissement Palriolique.
. 4D, Caille, Prdvis du Plan dun Elablissement,

8 M. R. Maréchal, Le Triomphe des dssignats sur VArgent.

¢ E. Clavidre, Opinion dun Créancier de I’ Eiot, Vol. II, pp. 83-8s.

T Letires de M. Clavidre & M, Begumes, pp. 6-8.
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budget, and was of the opinion that by issuing Assignats for the
repayment of debt, the balancing would become possible.! Des-
landres stressed the lack of a circulating medium although eight-
een hundred million livres of Assignats were in circulation.?

5. BILLETS DE CONFIANCE

The early issues of Assignats were mostly in denominations of
1000, 500, and 200 livres. The decree of October 8, 1790 author-
ized the manufacture of only one hundred and forty million livres
in denominations below one hundred livres, out of a total of eight
hundred millions. A scarcity of small denominations was the re-
sult.? The central authorities occupied themselves with this prob-
lem, hut, with mechanical limitations and an urgent need for rev-
enue, the manufacture of large denominations almost exclusively
was necessary. However, the local authorities and private indi-
viduals were contributing their Billets de Confiance — so-called .
because the issuers invited the confidence of the public. The
Municipal Council of Paris in August, 1790 rejected a proposal
for the creation of a local bank for the purpose of issuing small
notes?; a second proposal came in April, 1791 when the écu (three
and six livres) was at a premium of from 6 to 7 per cent, and the
Assignat of fifty livres was at a premium of 3 per cent® Lyons,
Tours and Orleans had already introduced Billets de Confiance.?
In May, Anson and Montesquiou, in behalf of the Committee of
Finances, approved the creation of Billets de Confiance, in which
they pretended to find a means of both preventing depreciation
and of overcoming the lack of numéraire.” The National As-.

1 E. Clavidre, Letires Ecrites & M. Cerulti, pp. g-10, T00~101, T33~124; See also
for a similar treatment, Observations nécessaires sur Necker, pp. 14-15, and Letires
@& M. Desmeyniers, pp. 1-8. . .

* G.Deslandres, Dy Crédit Public en France, o oy Moyens de Réunion, pp. 15-18.

3 M. Schwinkowski gives a succinct history and a good bibliography of Notgeld,
“Ueber Kriegs-und Notgeld in alter und neuer Zeit,” Jahrbiicher fiir National~-
Skonomie, Vol. CVILL pp. 628-638. . S )

4 Actes de Commune, 15t series, Vol. VI, p. 668, |, )

S Ibid., 2d series, Vol. IV, pp. 306307, A

¢ “Opinion de M, Dallarde sur la Fabrication des Assignats de § Livrés,” P.V.,
Vol. LIV, . 3. ' . C .

¥ Moniteur, Vol. VIIL, p. 442 '
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sembly thereupon announced that agencies issuing local notes
could demand the support of the Government.!

The dangers of these issues were soon apparent. The Society of
Monopolies criticised these organizations in September, 1791 for
creating excessive quantities of money and usurping a sovereign
power. The officials of Paris carried this protest to the National
Assembly. They advised that body of the many dangers involved,
and emphasized that there was a widespread misconception that
the municipalities were responsible for and were supervising issues
of private organizations.? The Section of Tuileries petitioned the
Paris officials in October to scrutinize the accounts of the Patriotic
Bank, the largest private organization issuing Billets de Confiance.
Beugnot, soon after, estimated the Billets de Confiance in the
Provinces at one hundred million livres, and in Paris at forty mil-
lions.?

Although Cambon ostensibly believed that the depreciation of
the Assignat and of the exchanges was caused by the excessive
issues of Billets de Confiance, he disclaimed (February, 1792) any
right of the Government to interfere with their manufacture; for
he was of the opinion that any citizen might ask for the confidence
of his fellow-citizens.* The Patriotic Bank, the most notorious of
these institutions, had a reserve in April, 1792, of but five millions
in Assignats against seventeen and one-half millions of notes out-
standing?® In spite of public pressure, the local institutions con-
tinued their activities during 1792; the Government was forced to
be conciliatory because of the retardation in the manufacture of
small notes for which it had begun to make some provisions.®

Authors have written disparagingly of the Billets de Confiance.
The early depreciation of the Assignats has often been attributed
to their excessive issues. During a period of over eighteen montbs,
however, the Government thus met the urgent need for small de-
nominations; and in filling that need, they probably did much to

1 «Report of May 17 by M. Montesquion,” P. V., Vol. LV, 653, pp. 11-12.
% Actes de Commune, 2d series, Vol, VI, pp. 265-267; Vol. VII, pp. 442~443.
3 Monileur, Vol X, pp. 702703

* Ibid., Vol. X3, pp. 475-476. :

5 Ibid,, Vol XI1, p. 114. . oL
9 Ibid., Vol. XIV, p. 33, A. Colson, “Tableaux des Billets de Confiance Emis
dans les 83 Departements,” Revme Numismalique, 1852, Pp. 349-354.
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prevent the Assignat from depreciating further, for a relative ex-
cess of large denominations would have resulted in a diminution of
confidence in the Assignat. An investigation undertaken by the
Government, the results of which have recently been reprinted,
revealed but three instances of abuse in forty departments. The
issues were moderate and covered by Assignats in all other cases;
the total issues were considerably less than one hundred million
Livres.!

Rabaut introduced a motion for the manufacture of five livre
notes in April, 1791. The lowest denomination in circulation at
the time was the fifty livre note.? Beaumez opposed the sugges-
tion mainly on the grounds of the disastrous effects of small notes
on the workers; for the poor held small denominations almost ex-
clusively. Dallard demonstrated that the creation of small Assig-
nats was incompatible with the principle of retirement through
land purchases.® The law of May 6 (enacted after a long debate)
authorized the issue of one hundred million livres of five livre
notes.!

In December, 170x, when the Assignats of smaller denomina-
tions were at a relatively high value, and the public was losing con-
fidence in the Billet de Confiance, the cry for smaller denomina-
tions of Assignats was raised.® The Assembly approved an issue of
3oo million livres of notes of 50, 23, 15, and 10 sous, on December_
23.' By August, 31 millions of 10 sous notes and 42 millionsof 15
sous notes had been distributed.” The Government had overcome
all deficiencies in small denominations before the end of 1792.

6. NUMERAIRE

The market for gold and silver during the early years of the
Revolution was in an abnormal state: a large proportion of the
numéraire had seemingly disappeared. The demand for the met-

1 €. Block, La Vérification des Caisses Patriotiques, Commission de Recherche,
1010, PP. 149-97.

3 “Motion de Rabaut,” P. V,, Vol. LITI, 632.

® “Opinion de M. Dallarde,” P. V., Vol LIV, 635.

4 Mendteyr, Vol. VIII, pp. 327-328. .

§ Arch, Parl,, Vol. XXXVI, p. 54.

5 Moniteur, Vol. X, pp. joa~y03.

7 Arch, Parl,, Vol. XLVIIJ, p. 683.
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als, especially for public uses, was unusually great with the result
that the premium on gold and silver tended to increase. In 1792
Raboul recommended the demonetization of gold and silver on
grounds of their instability.!

Several contemporaries were aware that the greater premium on
the exchanges than on gold and silver made the exportation of
gold and silver profitable.? But more than any other single factor,
hoardings probably accounted for the scarcity.? The recoinage of
1785 made the importation of gold profitable and the importation
of silver unprofitable. The effect on the monetary supplies was
adverse because gold was more acceptable for hoards on account
of its greater value in proportion to its bulk. Solignac recognized
this fact, and, therefore, recommended a return to the former
ratio of 14.5 to 1.* Moreover, the Government required large
supplies of gold and silver for military purposes, for the use of
certain institutions, and also for coinage’ The depreciated ex-
changes made the purchases abroad — the most fruitful source of
supply — a costly procedure. Other explanations of the scarcity
of the precious metals were made: Custine, for example, explained
the scarcity by the heavy exportations during the last warf;
Brissot attributed it to the Caisse d’Escompte’s suspension of

payments.

1 Arch. Parl., Vol. XLV, pp. 88-8q.

2 Cussy demonstrated in 1791 that it required 887 livres in exchange, 768 livres
in gold, and 729 livres in silver to remit approximately 3o £ sterling to England.
“Opinion Prononcé par M. Cussy,” P. V., Vol, LIV.

8 See Article by A. M. in Moniteur, Vol. VIII, p. 250.

4 Solignac, Essai sur la Proportion, pp. 1-9; Mirabeau attacked this suggestion

-as a repudiation of debt. Mirabeau, Relativement d I' Essai de Solignac.

5 The Government coined go.g million livres of gold and silver from January 1,
1791 to September, 1792. Arch. Parl,, Vol. LIX, p. 201. The expenditure for mili-
tary wages was over oo millions in 1791, a considerable portion of which had to
be met in nuréraire, P. V., Vol. LXIX, “Report of September g, 1791.”

& Réflexions du Comte de Custine sur lo Proposition du Premier Ministrs des
Finances, pp. 14~16.

7 1. P. Brissot, Discours sur ia Ror&ié du Numéraire, pp. 4-13.



CHAPTER II

TAXATION VERSUS ASSIGNATS

1. INTRODUCTION

TaE deplorable condition of the finances brought about the con-
vocation of the Estates General, Necker announced a deficit of
fifty-six million livres when it convened. Stourm states that the
real deficit was three times as large, and the testimony presented
supports his contention.! The system of taxation was especially
iniquitous because it exploited the Jower classes; and uneconomi-
cal because the Government did not receive all that was exacted
from the taxpayer on account of a vicious system of collection,
In the early months of the Revolution, some fruitless attempts
were made to escape from the financial difficulties. Because
Necker thought increased taxation inexpedient, he presented, in
August, 1789, a plan for a loan to yield 5 per cent.? Within one
month, Necker was forced to admit the failure of the loan. The
inexperienced Assembly had erred in reducing the interest to 434
per cent. The Government then concentrated its attention upon
the Patriotic Conttibution, a forced loan® In October, 1789, the
Finance Minister suggested possible economies of §3 million
livres. A second loan of 8o million livres was the next proposal.®
Although subscribers to the loan might subscribe in rentes, which
were quoted at approximately one-half of their par value, the
public did not rally to this loan. Every measure had failed.
That the Revolution was financed by Assignats, requisitions,,
exploitation, and not by taxation, is a belief almost universally
held. Most writers elther fail to ‘consider taxation as a source of

1R, Stourm, Les Pinonoes de Pdncien Régime et de la Rduohmon, Vol. II,
PP 273-274-
.2 Choix de Rapports, Vol. I, pp. 417, 425.
3 P. V., Vol IT, pp. 215-218,
Ibad . Pi 3154
5 Choix de Rapports, Vol. I, p. 426
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revenue, or concern themselves merely with the failure to collect
taxes. My purpose in writing this chapter is not to go over the
ground already traversed by Gomel, Levasseur, Stourm, and
Marion. They have dealt with the slow collection of taxes, with
the suicidal abandonment of the more lucrative taxes, and with
the weaknesses of the Government. Some of their conclusions
are founded on most painstaking researches, But other sorts of
inquiries are needed. Whenever possible, therefore, I have com-
piled the actual receipts from taxation and from other sources.
Some of the results are significant. I have also attempted to col-
lect some reliable information on the debt (in particular on the
“dette exigible”’), and on the amount of debt actually reimbursed.
For the history of the Assignats, the debt question is of para-
mount importance, both because of its relation to the growth of
the “Assignat idea,” and because of the employment of large
amounts of Assignats for the payment of debt. I have estimated
also the monthly deficits. On no subject pertaining to Revolu-
tionary Finance, has there been more confusion of thought, or
more unsatisfactory results. The study of monthly deficits has
enabled me to construct monthly figures for emissions. Reliance
+must otherwise have been placed exclusively on the random finan-
cial reports.

I have also checked the monthly reports of deficits with the
emissions of Assignats as officially announced. For the period of
the Reign of Terror an inconsistency — an overstatement of the
emissions by approximately one billion livres — became evident.
This failure to tally made a close scrutiny of the statistics of emis-
sions and deficits necessary.

2. DEBT PAYMENTS

The National Assembly agreed to the principle of reimbursing
the ‘‘dette non-constituée” by the employment of Assignats!’
The “dette non-constituée” consisted at the time (September,
1790) of a heterogeneous mass of non-feudal dues; of payments
due on ‘account of suspended reimbursements of debts; of debts

"1 P, V., Vol. XXXII, “Décret, Septembre 29, 1790.”
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due to office holders whose rights had been suppressed; of repay-
ments that were due for bonds furnished by the farmers of taxes;
of the arrears of departments of the Government; and of debts of
the royal family.! A campaign waged by Cambon,? Claviére, and
Brissot? against the reduction of the debt, was not actually suc-
cessful until April, 1792, when it was agreed to limit payments for
debt to six million livres monthly.¢

The financial authorities generally referred to three categories
of debt; namely, “dette perpetuelle, dette viagére, and dette
exigible.” The “dette perpetuelle” is analogous to the perma-
nent annuity of today. The ‘“dette viagére” was composed,
probably exclusively, of life annuities. The supporters of the law
of September 29, 1790, requiring the reimbursement of debt by
the creation of Assignats, concerned themselves primarily with
the “dette exigible,” the conglomeration of debts described above
as the “dette non-constituée.” Term debts, a species of debt of
recent origin, were sometimes classified as ““dette exigible.” What
we might today designate as floating debt composed the major
part of the “dette exigible.” A large proportion of it was created
by the suppression of the financial and administrative practices
of the Ancient Régime. A small proportion was contracted as far
back as the seventeenth century.

The attempt to define and determine the “dette exigible” caused
much trouble. Estimates varied considerably. Necker calculated
the “dette exigible” as low as 3oo million livres in 17go®; Mon-
tesquiou estimated it as high as 2300 million livres in.1991.8
Lavoisier, the chemist, discussed the subject superbly. He appre-
ciated the difficulties of classification and the relativity of the
term “exigible.” Lavoisier graded the “dette exigible” in order
of maturities and demonstrated forcibly that the debt, payable on
demand, was considerably less than had heen commonly sup-

L Arch. Parl., Vol. XXXV, pp. 68r-6go.
2 Momtem, Vol. XIT, pp. 48-49. .
8 Discours sur lo Nécessité de Suspendre Ze Paiement des Liguidations, Novembre
24, 1791
4 Monitenr, Vol. XTI, pp. 300—401. .
5 “Lettre de M. Necker,” P. V., Vol. XXX.
§ «“Mémoire de M. Montesqulou," P. V,, Vol. LXTIX, p. 6g.
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posed. He subdivided the debt commonly dlassified as “exigible”
into () paper payable to bearer; (2) debt payable after a definite
period; (3) obligations due on designated days; (4) debts of an
indefinite maturity; and (5) debtsstill to be liquidated! Lavoisier
did not consider the last two as payable on demand. He also ex-
cluded 353 million livres of term debts, payable in the course of
twenty-eight years. The debt payable on demand (exigible) was
estimated at 1100 million livres.?

Young, writing in 1790, estimated the total debt at 5587 mil-
lion livres, 1879 million livres of which were designated “dette
exigible.”® Calonne estimated the total at 4760 million livres and
the “dette exigible” at 2208 millions.! Both Young and Calonne
had to be satisfied with inadequate sources of information be-
cause the liquidation of the newly acquired Revolutionary debt
had not begun.

Montesquiou, in August, 1790, found the “dette exigible” to
be 1goo million livres. A few months later, although he included
an item of 6oo million livres for term debts, he reduced the total
of “dette exigible” to 1469 million livres.® At successive intervals
of a few months, Montesquiou then obtained estimates of 1287
and 2300 million livres® The extreme variations in his estimates
were due in some part to his failure to exclude term debts con-
sistently. But the state of knowledge of the magnitude of the
debt was in a continuous state of flux because of the liquidations
that were occurring. His estimates were of an official nature, it is
to be remembered. ‘

Cambon estimated the “dette exigible” at 1548 million livres
in April, 1792.7 If an allowance is made for the 500 million livres
that had been paid off by April, 1792, it will be evident that in
this computation he agreed with Montesquiou’s latest estimate
closely. Cambon estimated in April, 1792, that thé annual charge

! Lavoisier, De ¥ Elat de France, pp. 2423

2 7bid., pp. 26-33.

8 A. Young, op. cit., Vol. T, p. 578. )

4 C. A. Calonne, De I’ Btai de Francs,

§ «Rappart de Octobre 29, 1790,” P. V., Vol. XXXV, pp. 10-13.

8 «Rapport Février 6, 1701,” P. V., Vol. XLV, Table, p. 22; and Arch. Parl,
Vol. XXXTIV, p. 58a.

7 Moniteur, Viol. XIT, p. 48.
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for the “dette perpetuelle et viagére’’ was 261 million livres.! In
August, Cambon estimated these same 'annual charges at 8g.9
million livres; he put the “dette exigible” at 25.7 millions, and
the “dette A terme” at 416 million livres — a unique classifica-
tion.? To follow such kaleidoscopic changes in debt classification
is not easy. It now becomes necessary to add together the “dette
a terme,” the “dette exigible” repaid since April, and the “dette
exigible” as given, to attain Cambon’s earlier estimates of the
““dette exigible.” Perhaps a recent decision to limit reimburge-
ments rigidly, explains Cambon’s attempt to distinguish term
debts from the “dette exigible.” Because the more permanent
annual charges were thus materially reduced, it is also possible
(but not probable) that Cambon now for the first time excluded
the payments on the “dette & terme’’ from the annual charges.

The lack of agreement in the various reports is to be attributed
largely to the failure to agree on classifications; and in less degree,
to the securing of more reliable information by later estimators.
Montesquiou and Cambon exaggerated the debt payable on de-
mand by including term and other debts not subject to payment
for many years. Although the Government had obligated itself
to pay off all the “dette exigible,” and although the debt payable
on demand might technically have included term debts, floating
debts which could not be liquidated for years, and other such
debts, nevertheless, for practical purposes, the debt payable
within one or two years should have received special considera-
tion. The procedure of Lavoisier is especially commendable here.

My estimate of the amount of debt is as follows (1791-92):

Millions of lvres
“Dette perpetuelle”. . .. ....iiiiiiiiii i 1,200
“Dette VIAGATE” . .. o ivvirrealeii it riaraitncianas 1,000
“Dette exigible” (payable on demnnd) ................ 1,200
“Exigible” after Ja.nuary Iy L7038, cteveneerasnsnncanns oo
4,000

The GOVemment subscnbed to a difficult undertaking when it
agreed to reduce its indebtedness by from one to two milliard
. livres.” The Treasury had made noteworthy progress when the

v Momtaur, Vol. XTI, pp. 179-180. - o -
2 Ibid., Vol. XVII, pp. 407408, 78c—782. :
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outbreak of the war in 1792 called a virtual halt to the proceed-
ings. The reduction of the debt by one milliard livres within a
period of thirty months had been an achievement. (This estimate
includes anticipations reduced and arrears on rentes paid — see
the discussion below.) The amount involved was the equivalent
of two years of ordinary expenditures. This rapid payment of the
debt should not be overlooked in any study of Revolutionary
finances. The influence of this courageous attempt.to meet na-
tional obligations cannot have failed to create some degree of con-
fidence in the Revolutionary paper money. The large expendi-
tures for this purpose exhausted a large proportion of the Assig-
nats issued by the Government in 1791 and 1792.
- One may contend with some justice that the issuing of paper
money for the repayment of debt is not sound finance. However,
the notion that issues were to be restricted to the values of the
domains was held in these early years; and that a large propor-
tion of these limited issues was devoted to the repayment of debt,
was probably advantageous. Had these Assignats been used to
meet the ordinary needs of the Government, the effect on prices
would have been much more marked. The rentiers hoarded some
of the money received in payment of public debt. Probably the
failure of prices to advance more rapidly in the early years is in
part attributable to the extensive employment of Assignats for
this purpose.

The reimbursements (cumulative) of debt at various times,
according to official reports, were as follows: (In millions of livres.)

por Julyro...o..oieienn 346.4
Aupust I... 0000000 306.8
December 1......... 472

1792 Aprilz............. 570.2

1794 March2x,.......... 1017

The last figure is Cambon’s. Were the payments for debt from
April 1, 1792 to March, 1794 as large asis here indicated? Accord-
ing to Cambon’s statement, 45 millions of livres of Assignats were
utilized for the repayment of debt, from April 1 to May 13, 1702.
For the remainder of the penod under consideration, 5 million
livres monthly, the legal maximum, would be a liberal allowance;
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for monthly debt payments after May, 1792 were but 6 million
livres! The total up to March, 1794 would scarcely come to 700
million livres. I can explain the discrepancy of approximately 300
million livres only by assuming that Cambon included the reduc-
tions of the anticipations of the pre-Revolutionary period, and the
arrears on rentes paid (omitted in the previous estimate). Necker
reported that the anticipations had fallen 85 million livres by
May, 1790 (Finance ministers in the pre-Revolutionary days
frequently increased the national debt by borrowing on the se-
curity of future revenues. Such debts were referred to as antici-
pations.) Montesquiou asserted that the amount of anticipations
reduced by April, 1790 was 147 million livres, and by December,
1790, 210 million livres. He estimated that 114 million livres of
Assignats had been employed in 1789-9x to reduce the arrears of
interest payments on rentes. The inclusion of these items by
Cambon in the total of the debt repaid, is not consistent with the
practices of his predecessors. However, there is much to be said
for the inclusion of these arrears in the debt payable on demand.

3. Drrcrrs

Although Marion is aware that a number of the important pay-
ments were diverted to the Caisse de I’Extraordinaire — an insti-
tution attentive to extraordinary receipts and expenditures — he
often quotes as the deficit the difference between the ordinary re-
ceipts and expenditures. Gomel also slips, for lie almost invari-
ably refers to the ordinary deficits and ignores most of the dis-
bursements of the Caisse de V'Extraordinaire? The payments
made in 1791 for the “culte,” for the arrears of rentes, and for the
expenses of 1789 and 1790 — disbursements covered by the As-

1 Monthly deficits in 1793 included the following payments for “dette exigible”
(Arch, Parl.):

Millions of livtes Millions of livres
January. . .evii i e (20)  May.....ioovinnenrerinnns e 49
February. ... ooveivvrannanen 7 T 4.0
Mazch. ., cvvirviineersinnia 7.7 JUY. it i e 4.3
April, . iy it 7.6 August, . ..oiiiiiiiiiaeneen, 1.6

2 “Tetire de M. Necker,” P. V., Vol. XXX.
3 C. Gomel, Hisloire Fmanmére dc la Légulatwulde la Convention, Vol I, Introd.,
p. vi.
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signats — should be considered in arriving at an estimate of def-
icits. The payments for debt purposes contributed much to the
exhaustion of the Caisse de I’Extraordinaire and one can hardly
deny that such expenditures should be included in the monthly
deficits. Consider the nature of some of the payments. One of
the results of the Revolution had been a suppression of certain
privileges that possessed a monetary value, The Government
now had to face the onerous task of repaying the capital value of
these sinecures. Moreover, since the system of farming of the
revenues had been renounced, the Government was now forced
to return the monetary security furnished by the farmers-general.
This earmarked money had long been squandered. Also, the
public authorities had promised compensation for the non-feudal
dues suppressed. Even if an amelioration of conditions was ex-
pected through the lighter taxation which the lower interest
charges would make possible, the part of the deficit due to debt
payments was nevertheless genuine.

Gomel puts the deficits of the last three months of 1794 at 41,
32, and 36 million livres. These deficits include only those com-
puted from expected monthly receipts and expenditures (ordinary)
of 48 million livres, together with a category of expenses labelled
“ expenses particulidres de x791.” Some deficits, as we have seen,
are not included in Gomel’s figures. Only a small proportion of
the disbursements of the Caisse de ’Extraordinaire are taken into
account. The Caisse de PExtraordinaire was the medium through
which the Government received extraordinary receipts (Assig-
nats in particular), and disbursed extraordinary payments. How-
ever, the Treasury continued to make some of the extraordinary
payments, and gradually displaced the Caisse de I’Extraordinaire
in 1792.

For the last three months of 1792 and the first three months of
14793, Gomel puts the deficits at 116, 83, 165, 137, 198,and 233 mil-
lions.! This series of deficits has little value either for comparison
with the earlier series, or on its own account. Debt payments had
virtually ceased; the exclusion of payments for debt from “deficit”
figures does little to invalidate this later series, and much to in-

L C. Gomel, a4 cil., p. xvi.
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validate the series of 1791. Also, in the later period, the deficits of
the nation had become largely the deficits of the Treasury. The
suppression of the Caisse de I’Extraordinaire in January, 1793
completed that change. That suppression, in itself, makes the
series just quoted lack homogeneity, for with the displacement
of the Caisse, virtually all deficits were included. The Treasury
then made all disbursements. -

Marion’s treatment of this particular subject is not free from
confusion! He first notes that a decree of March 12, 1790 bur-
dened the Caisse de ’Extraordinaire with the responsibility for 6o
million livres of new payments. He then refers to the act of April
17 which directed the Caisse de I’'Extraordinaire to expend ap-
proximately 228 million livres for the “culte,” for the salaries of
the Clergy, for the arrears before 1791, .and for the substitution of
funds for any deficits in the expected monthly receipts of 48 mil-
lion livres. He adds that the deficit for April was 55 million livres;
for May, 28.7 million livres; for June, 24.6 million livres; for July,
29.4 million livres; for August, 30.5 or 43.0 million livres, Finally,
he refers to a number of extraordinary expenses, 76.6 millions in
all, authorized by the decree of February 18, 1791. What then
are these enumerated deficits? Clearly, they are not the deficits of
ordinary revenues, for the deficit given for April is 55 million
Iivres, while the budget called for ordinary revenues and expendi-
tures of but 48 million livres.? On the other hand these figures
cannot include the reimbursements for “dette exigible” of which
Marion says not a word here. For the repayment of ““dette exig-
ible,” in itself, about 6o million livres monthly were expended.
It appears that Marion collected a heterogeneous number of
monthly deficits which include varying proportions of the actual
deficits, The estimate presented for April is probably one for the
total deficit in Marion’s opinion — it is obvious that this reported
deficit for April is too large for the ordinary deficit, and too small
to include debt and other extraordinary deficit payments. The
deficits estimated by Marion from May to July mcluswe are the

LM, Mu.non, Hisigire Fmamnére, Vol. 11, pp. 266—267

2 The deficit of ordinary receipts for April was 243 mﬂhdn Yvres. Arch Pa.rl
Vol. XXVI, p. 312.
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differences between the actual ordinary receipts and the 48 mil-
lion livres of monthly ordinary receipts that were expected. The
alternative estimate for August includes both the ordinary deficit
and the extraordinary deficits which were designated “‘expenses
particulitres de 1791.” Marion presents these deficits as the
actual deficits. Perhaps he intended to include ordinary and ex-
traordinary deficits with the exception of the payments author-
ized by the act of February 18, 1791 (mentioned by him after the
enumeration of the deficits). The payments for debt, however,
are neglected.!

A study of the deficits from October, 1790 to January, 1492 is
beset with many perplexities. Until October 1, 1790, the receipts
of the Treasury from the Caisse d'Escompte give no cause for con-
fusion, for up to that date, the Caisse d’Escompte supplied the
Treasury with the extraordinary funds. The flow of funds changed
in October; the Treasury now began to take cash from the Caisse
de I’Extraordinaire, borrowing from the Caisse d’Escompte hav-
ing ceased. The estimated expenditures and receipts for the
period October—December, 1790 (Lebrun’s estimate for the Com-
mittee of Finances, October 13, 1790) as well as the actual deficits
follow.?

Mrroions oF Livees
Receipts  Expenditures Expected Deficits  Actual Deficits

October. .. ..ovvivinans 42.3 82.3 40.0 410
November. .....ovevnse 23.0 754 §2.4 48.0
Decernher. v vvvvnnennn 21.0 400 49.0 450

The forecast was satisfactorily close.

The year 1791 was one of very heayy payments for debt in-
curred in 1789 and 1790, and for other extraordinary purposes.
I have compiled the deficits for 1791 in tabular form with an
accompanying table of detailed notes. The details for the year
1701 illustrate the difficulties inherent in the inquiry.? In a sim-

1 Tn March, 1791, Lebrun ‘announced that the payments for which the Caisse de

I’Extraordmmre was to be responsible were to be made by the Treasury, but the
" ‘Treasury was not to mention these transactions in its accounts. Such procedure
probably accounts for some of the confusion. Axch, Parl., Vol. XXIV, p. 43.

2 Arch, Parl., Vol. XIX, pp. 585—588
'8 Note at end of chapter.
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ilar way I have compiled figures for the deficits through 1795,
and have compared the deficits, which are in truth emission fig-
ures, with the emission figures given by the random financial re-
ports. The two series move harmoniously until August, 1793, A
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discrepancy of upwards of one milliard livres emerges in the next
thirteen months. Had the emissions of the Government con-
sciously been exaggerated? Had the deficits been understated?
Or is there some other explanation?

Frécine, on June 7, 1793, recommended legislation for improv-
ing the mechanical features of the Assignats. A bill was soon ap-
proved; the notes in circulation were to be withdrawn and burnt;
and improved notes were to be manufactured and substituted,
The fact that the new notes were to be “exchanged and not
emitted,” calls for special comment! A manufacture of 2 mil-
liards of notes, ordered on September 28, 1793, had as one of its
avowed purposes the replacement of old notes, The Treasury
was not permitted to put these notes into circulation without an

. ¥ Arch, Parl, Vol. LXVI, pp. 137-139.
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act of the Convention.! Notes might be exchanged without an
act of the legislature; but an exchange was not considered an
emission. Now let us turn to some other evidence.

A report of May, 1794 divided the notes that had been de-
stroyed into two classes: first, notes received from the proceeds
of sales of domains; second, notes exchanged. The amounts of
these two classes of notes burnt were given as 1153 million livres
and 879 million livres respectively.? A year later, Vernier re-
ferred to the second class again in reporting that 8¢ million
livres of “exchanged and mutilated” notes had been destroyed.®
The possibility is at once suggested that, perhaps, the emission of
notes had been exaggerated, and that this exaggeration had been
caused by including, as emitted notes, notes that had been issued
for exchange purposes. Several considerations count against this
hypothesis. In the first place, exchanged notes had not previously
been considered as emitted notes. Several issues for exchange
purposes — largely to get more convenient denominations into
circulation — had been decreed before September, 1793, and
these had never been considered as notes emitted. Nor were the
notes that were withdrawn from circulation for exchange pur-
poses and burnt, included in the totals of notes bumnt. In the
second place, the inclusion of these notes as notes emitted was not
in accordance with the laws of June 7 and September 28. We
shall return to this hypothesis later, however.

Cambon announced officially in March, 1794, that the burn-
ings of Assignats had been erroneously reported.* The reported
burnings, according to Cambon, by that time lacked 791 million
livres of equalling the actual burnings. (Compare this estimate
with the estimate of 879 millions of exchanged notes burnt up to
May, 1794.) The report in the Moniteur was brief and offered no
explanation. Gomel accepts Cambon’s statement’ The Journal
des Débats et Décrets gave a more complete version of Cambon’s

L Arch. Parl., Vol. LXXV, pp. 290—300. ' ,

% J. Déb & Déc., Vol. LIX, pp. 378-379. {Journal des Débals et Décrels, an im-
portant journal of the period which gave condensed versions of the Parliamentary
debates.)

8 Moniter, Vol. XIX, p. 6oo.

4 Thid.

8 C. Gomel, op. cit,, Vol. II, p. 97.
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announcement; and, in that version, Cambon says, *“cette erreur
s’est propagée depuis 1’Assemblée Constituante.’® (The Assem-
blée Constituante was in session from 1789 to the fall of 1491.)
The important law authorizing the exchange of notes became
effective in September, 1793. That is not conclusive evidence that
the forgotten quantum of incinerated notes was not the notes ex-
changed under the provisions of the laws of June and September,
1793. To one familiar with Cambon’s tactics, the phrase quoted
above might be taken as proof that the item of 791 million livres
was the total of notes exchanged. My provisional conclusion is
that Cambon was aware that 791 million livres had been ex-
changed against notes in circulation under the provisions of the
acts of June 4, 1793, and of September 28, 1793. It is possible,
also, that some of the notes exchanged under the earlier decrees
in order to get more convenient denominations were included in
the 791 million livres. Cambon was aware, moreover, that it was
inconsistent with previous practice to consider notes withdrawn
from circulation for exchange purposes as notes burnt. Besides, it
was deceitful, if, as he pretended, the error was of long standing;
because the notes emitted to replace notes withdrawn from circu-
lation for exchange purposes before 1793 had not been counted as
notes emitted. A subtraction of the burnings from the emissions,
therefore, would not give the correct quantity in circulation.
The difficulty has not yet been solved, for between August, 1793
and September, 1794 the reported emissions outstripped the dei-
icits. Probably the acts of May and September, 1793 are of sig-
nificance here. Is not the excess of emissions to be attributed to
the classification of notes issued for exchange purposes as notes
emitted? Including these notes with notes emitted was, of course,
contrary to the law and a complete reversal of policy: the notes
issued in exchange for the notes of larger denominations had not,
before September, 1793, been included as notes emitted. Cambon
either included with the notes burnt the notes exchanged béfore:
1793 or gave a misleading notion of what this doubtful item was.
(For he said that the error was first committed in 1491.) . Since
the notes issued- for excha.nge purposes in 1793 and’ 1794 wete
L 1. Déb, ¢t Dec., Vol LVIL, p. 148.
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included as notes emitted, Cambon was justified in subtracting
notes withdrawn for exchange purposes in 1793 and 1794. So far
as the figures for emissions included notes emitted for exchange
purposes, a series based on emissions exaggerates the deficits.

One cannot be sure that the excess of emissions over deficits
was due 'to the inclusion of notes issued for exchange purposes in
the total of notes emitted. But since the discrepancies between
notes emitted and deficits first emerged in a period in which a
quantity of notes approximately equal to the above discrepancy
was emitted for exchange purposes, it is not unreasonable to take
the above view. If the additional notes emitted for exchange pur-
poses were included in notes emitted, and the notes withdrawn for
similar purposes were included in the notes burnt, then the notes
in drculation were correctly given. But one might infer from
Cambon’s remark that a proportion—probably not large—of the
“exchanged” notes included' as notes burnt had not been pre-
viously included as notes emitted.

4. TAxXATION

On June 17, 1789, a singular decree, declaring all taxes illegal,
but consenting to them provisionally, was passed by the National
Assembly. A few months later, amidst the general disorder of the
day of August 4, the dime was suppressed. Thus a violent agita-
tion against taxation was begun, which most of the leaders were
later to regret. The issuing of the Assignat in December, 1789
made it possible to dispense with taxation to a large extent.

Montesquiou, on February 26, 17go, called upon the nation to
end the régime initiated by the decree of June 17! March wit-
nessed the suppression of the Gabelle and some proposals for sub-
stitute taxes.? Hope was expressed that improved administration
might hasten the collection of taxes? Dupont, the Physiocrat,
found it necessary to warn the Assembly of its prejudice against
indirect taxes: he invoked the law of necessity as a reason for
saving some of the indirect taxes. Necker was held responsible

L "Rnpport du Comité de Finances,” Feb, 96, 190, P. V., Vol XIV, PP 4-5-
Ibtd March 4, 1790, P. V., Vol XIV.

* P V Vol. XXXV, 488, pp. 4~5.
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for the increasing arrears of taxes.! The Contribution Foncitre,
the corner stone of the new system of taxation, was not voted
until November 20-3, 1790.2 _

The reaction against taxation persisted through 17g1. The re.
ports of February 1o sealed the fate of the unpopular “droits 3
l'entrée.” The leaders of the Assembly presented a strong the-
oretical case against the ‘““Aides”; and Dupont and five others
endorsed a report which declared indirect taxation and liberty in-
compatible? The assessments for the “ Contributions Mobilidre
et Foncidre” for 1791 were not determined until March, 17g91.4
The Government received 140,000 livres from these taxes in
September, and the munificent total of 13 million livres for all
taxes for the month of Aungust® (This compared with a normal
collection of 40 or 5o millions monthly.)

The administrative improvement, though daily promised,
seemed as far off as ever early in 1792. Gomel rightly condemns
a system of taxation that burdened the local governments with
the responsibilities of collection and yet did not give them any in-
terest in efficient collection. Cambon had a distressing tale to
tell the French people in May, 1792.2 The new taxes, introduced
to supplant the suppressed taxes of 1790, which, it had been ex-
pected, would yield 5o million livres, yielded but 300,000 Livres
up to April 1, 1792. The Contributions Fonci¢re and Mobiliére of
1791 had yielded 4o million livres up to January 1, 1792, and 6o
million livres by April 1, 1792, as against expected receipts of 300
millions. Claviére reported in May, 1792 that only 21,000 of the
40,000 municipalities had completed their rolls for the Contribu-
tions Fonciére and Mobiliére for 1791.” Five thousand municipal-
ities had not completed their rolls in October, 1792 — and these
were due in 1791.® '

L P, V., Vol. XXXV, 405, pp. -8

% Ibid., Vol. XXXVII, Déc. et Insiructions, p. 2.

3 «“Report on the Taxes commonly called Entry taxes,” P. V., Vol. XLVI.

¢ “Third Report made in the name of the Cornmittee of Public Contsibutions;”
P. V., Vol. XLIX. C

8 Moniteur, Vol. IX, p. 718.

8 Arch. Parl., Vol. XLIII, pp. 673-674-

7 Ibid., Vol. XLITI, p. 230.
8 Ibid., Vol. LII, p. 346.
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Some improvement was evident early in 1792, in spite of these
unfavorable signs; but the bettering of conditions was more no-
ticeable in the second half of 17g2.! One hundred and twenty
million livres of the Contributions Fonciére and Mobiliére were in
the coffers of the Treasury by October 1, and 154 million livres by
November 1,1792.2 But 6 million livres of the assessment of 15
millions of the Patente tax for 1791, had been received by No-
vember. In addition, an appreciable proportion of the custom and

_ stamp duties had been collected.?

Claviére presented an optimistic report of the proceeds ex-
pected from the public contributions for the year 1793.4 He antic-
ipated from a number of payments due since 1790 and previous
years, together with the proceeds from the sale of salt and to-
bacco in 1793, receipts of 176 millions. Claviére estimated yields
of 476 million livres from the direct taxes for 1791 and 1792, and
from the Patente tax for 1793. The indirect taxes of 1793 were
expected to yield 143 million livres. In 1793, the aforementioned -
revenues, as well as the yield of the “Poste,” lotteries and a few
miscellaneous revenues, would enrich the Treasury, in Claviére’s
opinion, by 850 million livres.

He was much too sanguine. Vernier, soon after, made a report
for the Committee of Finances (March 21, 1793), in which he
attributed the poor collection of taxes to ignorance — and to the
lack of zeal on the part of municipalities® The Contribution
Fonciére for 1793 was voted on August 1, 17938 The unsatis-
factory returns from taxation, the increased depreciation of the
Assignat, and the extension of hostl]ltles with Holland, Spain, and
England, forced the authorities to adopt more radical measures.
A member of the Jacobin Society had proposed a contribution on
incomes in February, 17937 Cambon submitted a plan in May

1 Arch, Parl., Vol. LIT, p. 410.

2 A report of November 15, 1792 gave 180 million livres as recovered up to

October 1, but only 146 millions received. Momteur, Vol. XIV, p. 482,
Ibldu

4 Ibid., Vol. XV, p. 417. '

5 Arch. Parl,, Vol. LX, pp. 371383

8 18id., Vol. LXX, DD. 176, e seq.

T La Socisté des J ‘acobins, Collection de Documents Relatlfs  PHistoire de Paria,
Vol. V, pp. 42-43.
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for a forced loan on the wealthy, which was to enrich the Treasury
by a milliard livres.! Almost four months were required to settle
the details as to the rates of taxation, the exemptions to be al-
lowed, and the basis of assessment.? From its inception, the tax
proved a failure everywhere but in Paris.

Cambon announced in February, 1793, that since extraordinary
taxes would entail too severe a sacrifice, and loans could not be
successful, the Assignats had to be the main resource of the Gov-
ernment.? Cambon, later, reiterated his position. Treasures might
be justifiable for a small state, but a large state must rely on loans,
The Assignat is a sale of a capital resource, a loan without interest,
He did stress, however, the need of taxation for ordinary ex-
penses.*

The finances of the Reign of Terror, June, 1793 —December,
1794 — the Reign of Terror proper continued only to July, 1794,
but the financial policies of the Reign of Terror endured until
December — were admirably summed up by a keen observer of
the Revolution, Mallet du Pan. “The finances are divided into
income and capital. The income is drawn from taxes demanded
in a usurious fashion, and payed only by the proprietors. They
alone assume the taxes; the people properly so-called pay nothing,
and no one thinks of obliging them to pay. The usufruct of the
unsold national possessions forms another branch of revenue; but
they are mere drops in the ocean. The latter with the aid of arbi-
trary local taxes, especially on those with visible fortunes, suffice
for the decreased current expenses. This decrease results from the
gradual extinction of rentes, from the discontinuance of the pen-
sions and salaries allowed the Clergy, and from the opportunity
afforded by the Grande-Livre to know of the possessions of sus-
pects, and thus to destroy any part of the public debt. Finally,
the expenses of the ‘culte’ are nil, and many other expenses such
as charitable donations, themaintenance of public establishments,
and the support of roads are equally suppressed or very much
reduced. :

Y Moniteur, Vol. XVI, pp. 430-431.
2 Ig::dl Vol. XV, p. 340,

_ 4 Ibid., Vol. XXTII, p. 644.
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“The extraordinary expenses are met from the extraordinary
sources, which have increased five times in the last year. These
resources consist in the creation of Assignats, in the confiscation
of private wealth, in spoliation of all kinds, and in the forced loan
of a milliard.

“Since the Maximum, the depreciation of the Assignat is
onerous to the Government only in the acquisition of imports.
When the Government forces its citizens not only to sell, but to
sell at a price independent of the value of the paper money, it is
of no consequence to the Government whether the paper has more
or less credit. In determining the price of things that this money
represents, there have been opened to the Convention inexhaust-
ible treasures.”

Budgets were in complete abeyance during the Reign of Terror,
A system of credits to the various departments and commissions
was instituted, which was prolonged for a year after the Reign of
Terror. I have discovered the following votes of credit?®:

MirrioNs OF LIVRES

Commerce et
Total Approvisionments
(Beginning of Terrar) 13 Prairial 2......... 174 100
2 Messidor 2....... 103 150
24 Messidor 2....... 210 150
26 Thermidor 2...... 184 100
(End of Terror) o Frémaire 3....... 190 100
26 Fructddor 3 ...... 004 6oo
15 Thermidor 3...... 1471 1200
19 Brumaire 4....... 1000 ?

The large proportion of the credits granted for subsistence is of
vital significance. The item of 600 million livres for the 26 Fruc-
tidor 3 was designated “movement and organization of armies,”
but consisted mainly of expenditures for food. The Directory,
instituted late in 1795, was both unwilling and unable to intro-
duce the semblance of a budgetary system. That body demanded,

in November, 1795, that three milliards be put at the d15posal of
seven ministers.?

1 Mémoires ¢t Correspondance, Vol. IT, pp. 11-13, 6.
2 These are taken largely from the Jotrnal des Débals &b Décrels.
8 Actes du Directoire Exécutif, Collection de Documents Inédits, Vol. I, p. 25.
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After the Terror the rate of depreciation increased rapidly,
The emphasis was now shifted from the collection of taxes to the
problem of collecting them in a stable currency or “au cours,
Many measures were broached; their discussion will be of greater
significance in the chapters on depreciation. The verbose debates
were of little practical importance. Confidence in the Assignat
might increase with the suggestion of new plans; but confidence
was destroyed during the sessions of the Convention by the inept-
itude of the Convention, and during the Directorate rule by the
lack of harmony between the Directorate and the Legislature, or
between the Conventionalists and Constitutionalists in the Leg-
islature, or, finally, between the two chambers.

The only plan of practical significance was one for a forced loan
of 6oo millions suggested in November, 1795. The Government
concentrated its efforts on this futile measure? Dupont, in a
masterly discourse, indicated some reasons for its failure. Ad-
versely affected by the disorganization accompanying the Revolu-
tion, the net income of the country had fallen from 1500 million
livres in 1788 to 8oo million livres in 1795. Nor was much capital
free. It was unavailable because of Cambon’s vigorous measures,
the sales of land, and the civil wars. Dupont demonstrated that
another obstacle was the dearth of circulating media. The Gov-
ernment, nevertheless, proposed to raise 6oo million Iivres within
45 days from the “upper fourth.”® In the police reports of Paris
Schmidt describes many arbitrary assessments.!

The Government, however, did not admit failure. Most of the
numerous financial bills proposed during the disastrous month of
Véntose 4 (February-March, 1796) included some suggestions for
the enforcement of the collection of the forced loan. The Council
of 500 resolved in February, 1794 to give the delinquent subscrib-
ers the privilege of paying nineteen twentieths in “inscriptions,

1 When a paper money depreciates rapidly, the Government finds it difficult to
increase tax assessments rapidly enough to overcome the losses due to the receipt
of taxesi ina depremahng currency. Hence comes the proposal to accept the paper
money “au cours,” Le., at its depreciated, not nominal value,

2 Rséaclzm Themudmmm, Documents Relatifs & PHistoire de Pe.ns, Val, 11,
P, 480, 400.

3 Moniteur, Vol, XXVI, pp. 681—683
‘ A, Schmidt, Tableaus de Ju Révolution Prangsise, Vol. IIT, . 34.
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ordonnances,” and other securities.! Later in the same month the
Legislature, in offering relief to the victims of heavy assessments,
virtually conceded the failure of the forced loan? Faipoult, the
first Minister of Finance under the Directorate, described the de-
plorable financial condition inherited by the Directorate, as fol-
lows: “In four lines, here is the situation of the public treasury.
It has a Hability of 74 million livres in numéraire and has but
twenty million livres of bills on Spain available? One hundred
million livres of Assignats per day do not suffice for a third of our
needs.” ¢ Ramel, during the last days of the Assignat, rendered a
report in behalf of the Committee of Finances that revealed, in a
few words, the extent of the non-collection of taxes during the
Revolution. Fifteen thousand seven hundred and twenty-five
million livres had been assessed from 1791 to September, 1793; 13,-
118 millions remained uncollected in February, 1796.8

Here is a summary of the finances of the Revolution. From
17790 to 1793 the administration of taxes was deficient but it tended
to improve. From May, 1793 to December, 1794, the Maximum
Period, the Assignat remained the chief source of revenue, the
administration of taxes continued to be inadequate, and the
Government enforced a vigorous system of maximum prices and
requisitions. In the final period ending December, 1795, taxation
suffered because of the rapid depreciation. However, the amounts
collected increased rapidly and, therefore, were of some impor-
tance. Frantic employment of a rapidlydepreciating paper money,
some reliance on requisitions, a bankrupt policy of payments, and
many other makeshift arrangements were emplayed.

5. TAXATION VERSUS ASSIGNATS

Marion frequently comments on the persistent non-recovery
of taxes; in his opinion, the collection of taxes was uniformly bad ®
Gomel’s conclusions are similar, The writers on Revolutionary

1 1. Déb. et Dés., Vol. XVII, p. 348.

2 Ibid., Vol. XVIIIL, pp. 72-73.

3 A loan from a banking house.

4 Quoted in Guyot, Le Direclvire et le Paix, p. 6a.

8 J. Déb. et Déc., Vol. LXXX, p. 174

6 M, Marion, op, cit., Vol. I, pp. 321322, 385~386; Vol. T, pp. 140-145.
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finances are obscure as to the taxes collected and as to the pur-
chasing power obtained from the issuing of paper money. What
information can be of greater value to the historians of the fi-
nances of the Revolution? There is a paucity of data on the
monthly deficits, taxes, and other receipts. No writer hasanalysed
adequately the annual expenditures and receipts.

I have collected figures for receipts from taxation and other
sources of revenue for monthly and annual periods during the
years 1789—94. Although the Government was more secretive in
1795, I believe that my results are reasonably accurate for that
year. For the first twenty-eight months of the Revolution, I re-
lied primarily on two reports, the first by Necker (May 29, 1790,
Procés-Verbal, vol. xxi), and the second by Montesquiou (Sep-
tember 9, 1791, Procés-Verbal, vol. Ixix). For a few years after
1791 the Treasury, in publishing the monthly deficit (a deficit
from the expected ordinary receipts of 48.6 million livres), re-
vealed the receipts from taxation. It is necessary to reduce the
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receipts from taxation thus obtained by five million livres to al-
low for the outlay of the Caisse de 'Extraordinaire and the Treas-
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ury for the expenditures of the “culte® (provided for by Assig-
nats).! The net receipts from the sale of salt and tobacco were
equivalent to a tax on the consumer, and hence may be considered
as additional taxes. The only other questionable item, the re-
ceipts from the sale of silver, constituted a sale of a capital asset.
The receipts from sales of copper were of minor importance. (Cam-
bon admitted in 1795 that these sales had been unprofitable to
the Treasury.) The Assignats received from the rents of public
lands and from the proceeds of sales, are indistinguishable. Both
were burnt.® Neither item was included in the ordinary receipts.

A graph of the monthly receipts from taxation is significant.
The most important generalization is that the receipts from tax-
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! The original expenses of the “culte” were considerably reduced by the laws
of September 18, 1793, August 16, 1794, and September 17, 1794. Moniteur, Vol.
XXT, pp. 780~792.

2 Ibid., Vol. XV, p. 105.
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ation tended to increase, although with the progress of deprecia-
tion, each Assignat received had less purchasing power. The re-
ceipts from taxation were at 2 minimum in 1790 and 17g1. Gomel
contends that the people’s anticipation of depreciation is the ex-
planation of the slow collection of taxes. But depreciation had
scarcely begun by 1791. It is true, however, that large tax pay-
ments were made in 1795, a year of rapid depreciation. The pay-
ments of arrears in 1795 does not necessarily signify that the
public awaited this opportune time to pay their over-due taxes.
Rather, when the real cost of payment became negligible, people
were willing to become law-abiding. The postponement of pay-
ment was due in the early years almost exclusively to poor admin-
istration, rather than to hopes of future depreciation. However,
some planned postponements were made, no doubt, in 1793 and
1794.

The table that follows summarizes the results of my statistical
study of the finances of the Revolution. I have reduced the nom-
inal receipts to stable values by employing an index based on the
average value of the Assignat according to the local tables of de-
preciation. By stable value is connoted the value in terms of
Assignats of 1790. Real and siable will be used interchangeably,
That there were decided improvements during some periods of
the paper money regime, improvements of the greatest impos-
tance for the finances and for the Assignats, is evident from this
table. A remarkable increase in tax receipts (both nominal and
real) and in the proportion of tax receipts to total receipts oc-
curred in 1792. These favorable conditions were maintained in
1793, and were improved further in 1794. Unhappily, as a result
of the growing war expenditures, the improvement was relatively
unimportant in 1793-94. Unfortunately, France’s fiscal system
consisted mainly of taxes that required long and' costly surveys.
The system was not, therefore, suitable in a period of depreciation.
It is astonishing, therefore, that the real (or stable) value of tax
receipts increased in 1791 and 1792. This table reveals that all

assumptions of . a persistent non-recovery of direct taxes are. ill-
founded. -
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MONTHLY AVERAGES

(Millions of livres) Per Cent
Tass e ragond g
Date Nominal Gold Nomin:xlgn ' Gold all revc?:ue
May 1-Dec. 31, 1789 33 33 36 36 48
Jan. -Dec. 1760 16 16 38 38 30
Jan. -Dec. 1791 371 4 103 93 16
Jan. ~Dec. 1902 304 23 00}4 6714 25
Jan. ~Dec. 1703 28 15 266 35 ol
Jan, -Dec. 1794 41 1634 214 904 15
Jan. -Nov. 1705 118 6% 1334 7514 8t

The three charts that follow represent (z) the monthly receipts
from taxes; (2) the percentage of total receipts to be credited to
taxation; (3) the monthly stable (or real) receipts. Note in par-
ticular the rapid decline of real receipts beginning late in 1794, the
initial period of rapid depreciation.

A summary of the annual amounts of expenditure follows:

MirrioNs or LivrRES

Year Nominal Stable

May 1-Dec. 21, 1789. . . ... .cvven. 656 636
IT00. v 0 acnnannn 657 657

b7 S 1571 1451

L7020 e nreranrnas 1450 I08s5

TTO3e v v veerarnnas 3532 % 1801

b [ 3180 1284
705% .. evviee., 16380 081

The annual figures are a summary of the monthly data; the
stable expenditures equal the nominal expenditures reduced
monthly by a table of depreciation. The expenditures should be
considered with the extent of the yearly depreciation in mind.

1 The data for 1795 are unsatisfactory, Of the 3,000 millions collected by taxa-

tion to the end of 1795, the amount received from 1789 to 1704 was deducted. X
compiled the figures for the taxation receipts from four reports, the first of which was
issued on December 22, 1704, and thereafter at intervals of three months, Iassumed
that until July, 1793, taxes remained approximately at the level of x794. In July
the Government passed a law ordering (1) the payment of arrears within a month
with 2 penalty of “au comrs” payments for non-payment, and (2) the collection of
the Contribution Foncitre “au cours.”
" 2 Camhon estimated the expenditures from 148y to September 1, 1703 at 6554
million livres. My estimate of expenditure (above) gives 4330 million livres (178¢~
92) plus 2300 million livres from January r to September 1z, or 6630 million livres
in all . .

s 'i‘hrough November 13 only.
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The heavy expenditures of 1789 were largely for the payment of
debt to the Caisse d’Escompte and the reduction of large amounts
of anticipations and arrears on rentes. The marked increase for
1791 may be explained by both the heavy reimbursements for
debt and the preparations for war. In 1793 and 1794 with armies
on every frontier and civil war within, the expenditures were
unprecedented.

A study of the stable values reveals that for 1794 the Govern-
ment received a stable revenue only 67 per cent as large as that
received in 1793. That the Government was able, nevertheless, to
maintain undiminished vigor in the warfare of 1794 and 1795 is to
be attributed, in my opinion, to the success of the policy of maxi-
mum prices and requisitions, which enabled it to obtain its war
necessities at preposterously low prices. This is a concrete meas-
ure of the happy results of maximum prices during war times. We
often invoke the canon of fiscal necessity as the first law of taxa~
tion. Does not that canon justify taxation through requisition at
maximum prices without which success in the campaigns of 1794
would probably have been impossible?

The inadequacy of the measure of depreciation used in reducing
the nominal revenues to stable revenues requires comment here.
Even the department tables did not give to commodity prices
their proper weight; and, therefore, the actual depreciation was
less, and the stable receipts more than is here indicated.

The Government obtained from taxation 16 per cent of all the
revenues for the years 17go—04,.9 per cent for the year 1795,and 13
per cent for the entire period.! Taxation was not a negligible
factor during the French Revolution. Too much has been said of
the unsatisfactory collection of taxes, and too little of the actual
yield. The results were neither uniformly good nor uniformly bad.

- However, the power of the Assignat is not to be denied. The evil
results of a fiat paper money are well known. The contributions
‘ of the Assignats are not recognized adequately. In six years the

1 Falkner compares the total emission of 45 milliards with the total taxes of
g milliards for th_e years r790-1495, and concludes that but 4 per cent of the total
‘Tevenues were raised by taxation. Such statistics for an extended period of depreci-

ation employed without a consideration of the changing value of monsy, are mis-
leading. S. V. Falkner, o4, cit., p. 111. '



TAXATION VERSUS ASSIGNATS 53

Government realized over 7 milliards (stable value) by means of
them, an amount equal to fourteen years of normal revenue.! Well
may we agree with the inflationists of the Revolution, and with
Blanc and Jaurés, that the Assignat supported fourteen armies.
One quotation — and that from a speech in January, 1796, when
the Assignat had already been discredited — will suffice here.
Ramel eulogized the Assignats in January, 1796, as follows: “They
have led to the destruction of class and of privilege; they have de-
stroyed the monarchy and established the Republic. They have
armed and equipped these formidable columns which have carried
the tricolors beyond the Alps and the Pyrenees.” 2

6. EMIssToNs

This chapter would be incomplete without some discussion of
the statistics of circulation, emissions, burnings, and exchange of
Assignats. The Assignats were primarily a financial tool; hence
the exigencies of finance largely governed the emissions.

The official statigtics are inadequate and often inconsistent.
The issues decreed were not made public after April, 1795. The
notes decreed should be distinguished from those emitted, because
a legislative order was necessary for a transference from the Caisse
de 'Extraordinaire to the Treasury; and Assignats emitted should
be distinguished from those in circulation. Notes burnt and de-
monetised should be subtracted from notes emitted to obtain the
figures for the notes in circulation. Errors in interpretation have
resulted from the practice begun late in 1791 of ordering notes to
be manufactured even before they were decreed. Issues were also
decreed which were to be used for exchange purposes only. A few
decrees were provisional; the notes decreed were to be issued as

1 Falkner estimates that the stable value of the receipts from paper money was
6 milliards. Since I used a measure (the average of the local values) which gives
n higher value for the Assignat than the measure based on the price of gold and
silver used by Falkner, the higher total reached in this study is to be expected.
Falkner also uses the dubious method of calculating the stable value of the Assignat
by yearly instead of monthly periods. Reducing menthly emissions by monthly
values for the Assignat, is more accurate. S. V. Falkner, Dos Papiergeld der franzi-
sischen Revolution, pp. 108-109. J. Hirsch criticises the Dawes Committee for

making a similar erzor. Die dentsche Wakrungsfrage, pp. 1718,
2 Moniteur, Vol XXVII, p. 351.
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the notes received from the proceeds of land sales were burnt.
The opportunities for confusion and error are apparent.

Much of the statistical information on this subject is taken
from a study by Ramel! After the Committee of Finances ob-
tained full control of the emission of Assignats in 1795, facts were
often concealed; but the irregular financial reports contained
some information.

The decrees of December 19, 1489, April 17, 1790, and October
8, 1790, authorized emissions of 400, 400 and 8co million livres
respectively. The second and third of these decrees authorized
the creation of notes which were to be exchanged for the Billets
de Caisse and Promesses d’Assignats received from the Caisse
d’Escompte.

In June, 1701, the Legislature approved an issue for 66o mil-
lions, With this legislation a fundamental change was introduced.
This decree limited notes issued under this law to the replacement
of notes received in payment for land purchased. Since but 160
million livres had been received for the payment of land and had
been taken out of circulation, the privilege of issuing only 160 mil-
lion livres at once was granted by the law of June 19.* Regardless
of the deficits of the Treasury, they were not to be issued more
rapidly than the incoming notes received in payment for land
were burnt. This rather significant change has escaped the at-
tention of writers on the subject. The decree of June 19 limited
emissions to r36o millions plus notes substituted for those in-
cinerated. It was an easy transition to limit emissions to 1400,
1600 millions, or to any other total.

It was voted on November 1, 1791, *to put into circulation 100
million livres additional so that the maximum amount of notes
put into circulation would equal 1400 million livres,”’® Fifteen
hundred and sixty million livres (including notes destroyed) had:
already been authorized. Did the Government now interpret “to

* Des Finances de lo Républigue Frangaise en PAn IX. Levassewr, Stourm,
Falkner, and Gomel avail themselves of Ramel’s results, Gomel did some inde-
pendent research. Unfortunately, I have heen unable to obtain Ramel’s report.
aitnough from the authors quoted, I learnt of his 'results

2 Arch. Parl,, Vol. XXVII, p. a36.
% I3id., Vol. XXXIV, p, 567.
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put into circulation” as “remain in circulation”? A law of April
4, 1792 provided for an increase of the notes “3 mettre en circu-
lation” from 1600 to 1650 million livres. A change in the wording
came with the law of June 13, 1792; it has never attracted a word
of comment. Caithasson, the reporter of the bill, had asked that
the notes “en circulation” be increased from 1650 to 1700 mil-
lion livres! In the final reading of the bill the new phraseology
was more clearly put: “‘The Administrator of the Caisse de ’Ex-
traordinaire is authorized to emit the quantity of Assignats neces-
sary to pay for the expenses and payments decreed by the National
Assembly until the circulation shall rise to 1800 million livres.”
Thus the Government violated the law by interpreting “to put
into circulation” as “remain in circulation” and then legalized it
by a clever change in the wording of the law. A change that
legalized an increase of circulation of 500 million livres in June,
1792 — the amount of notes which had been burnt and, there-
fore, the difference between the notes put into circulation, and
the notes remaining in circulation — has passed unchallenged
and unnoticed.

Stourm and Levasseur, relying largely on Ramel, assert that
the National Assembly was responsible for issues of 1800 million
livres of Assignats. They make no distinction between decrees of
emission, of creation, or of circulation. This summary is inac-
curate, for it charges the National Assembly with the responsibil-
ity for an unrestricted issue of 6oo million livres for June, 1791,
The amount actually decreed for creation and emission to Sep-
tember, 1791 was, in millions of livres:

400 December 19,1780.

400 April 17, x790.

700 September 28, 1790. .
-, 400 October 8, 17g0.

g50 Burnt to the end of the session of the National Assembly. (Decrec
of June, x791.)

1550 . . .
Stourm, Levasseur, and Gomel say that the Legislative As-
sembly “created” goo million livres of Asmgnats # This estimate

. 1 Arch. Pazl;,.Vol. XLII, p. 533.

2 Ibid., Vol. XLV, P. 172
© 3R, Stourm, op. cil., Vol. 1T, p. 306; E. Levasseux, Hmazra des Clams- Ozm-zms,
Vol. I, p. 230; C.- Gomel 0p. ¢it., Introd., p. iv.
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probably takes into account two decrees (April 30, and July 3z,
1992) which authorized issues of 300 million livres each, and an
additional issue of 300 million livres, which will be discussed later.
Vet it is significant that the circulatory limit was increased by
only 700 million livres during this period. The law of December
17, 1791 was not limited, as Gomel supposes, to providing for the
replacement of notes burnt, but also authorized the issuing of
notes for fiscal purposes.! Their emphasis on decrees of creation
suggests that Levasseur, Stourm, and Gomel do not realize the
greater importance of decrees of emission and of those limiting
the total circulation. Decrees of creation were significant only
when the privilege of raising the limit of notes in circulation was
granted; and even this was of no practical importance until the
legislature legalized the transference of the Assignats from the
Caisse de I’Extraordinaire to the Treasury. The decrees of No-
vember 24, and December 17, 1791, authorized emissions of 300
million livres in all, but the notes were to be taken from the un-
used portion of the creation of June, 1791. Evidently some dupli-
cation resulted here, since the authors named had included the
entire creation of June, 1791 in the total attributed to the Na-
tional Assembly. The “creation” of July 31, 1792 was for the
most part not emitted until the Convention period.?

Decrees were more numerous under the Convention. The de-
crees that I have been able to find follow:

MiiioNs oF LIVRES

October 24, 1702, ...\ eevveennnn., 400
February 1, 1993. ... vvvernanaens 8oo
May 7, 1793 « . cvvvennirnnnansers 1200
June 18, I794. v v eireirrinanniians 120§
April 15, 1705, .. cveiiiiriiiiannn 3200

Total......ovvveinnennninnns 6803

Ramel gave a summary figure of notes emitted by decree under
the Convention in excess of seven milliards. The procedure con-

1 C. Gomel, op. cit.,, Vol. T, p. 63.

? Cambon spaoke of a creation of 3oo million livres voted en November 1, 179z,
(Arch, Parl,, Vol. XX1V, pp. 563-564; Monitetsr, Vol. X, pp. 645-655.) I have been
unable to find & record of this creation.
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sisted, as a rule, of an anticipatory order of manufacture followed
within a few months by a decree of creation. The Treasury re-
ceived Assignats to the extent of its monthly deficit on the condi-
tion, at first, of not exceeding the circulatory limit, and later, of
not exceeding the limit set by the decree of creation. The decree
of February 1, 1793, which limited the Assignats in circulation to
3100 million livres, was the last decree of this nature.! The whole
process was thereafter hastened by the omission of one step; for
the decrees of “creation” and of “circulation” were merged.

The remaining decrees of the Convention period were secret;
they are to be accredited to the Committee of Finances. Ramel
asserted that in the six months after April, 1793, the authorities
decreed issues of 19,450 million livres. Stourm ettoneously attrib-
utes the 3524 milliards emitted without publicity entirely to the
Directorate.? The danger of concentrating attention on the de-
crees of creation is apparent from the secret report read to the
Conseil of 500 in November, 1795, which revealed that 5 mil-
liards of the notes decreed by the Convention Government re-
mained unmanufactured as late as November 13, 1795 — more
than two weeks after the termination of that Government.3

The Directorate, using the printing press with remarkable suc-
cess, issued 21,000 million livres in three months. Five milliard
livres remained from the creations of the previous Government;
issues of 4 milliards were authorized on October 30, December 27,
1795, and January 10, 1796; a final vote of 1150 million livres was
taken on January 28. I can find no record of 3 milliards suppos-
edly issued during this period. A decree of December 21 allowed
the manufacture of 16,326 million of livres necessary to attain a
circulation of 4o milliards! The decree of January 28, 1796 re-
vealed that almost 39 milliards were in circulation’ Evidently

1 The two creations that follow the decree of February, 1793, carry no sug-
gestion as to a change in the circulatory limit. Monﬂeur, Vol. XXI, p. 14.

2 R. Stourm, op. ¢it., Vol. II, p. 306.

& Monitenr, Vol XXVI, PP 499-504-

4 Actes du Directoire Exécutif, Vol. X, pp. 623~624.

% On February 17, 1796, the Minister of Finance acknowledged that over 16°
milliards had been put inta c:.tculatlon since December g1, 1795. J. Déb, ¢t Déc.,
Vol, LXXXT, pp. 223-224«
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from December 21, 1795 to January 28, 1796 more than 1§ mil-
liards of Assignats had been put into circulation. :

A thorough compilation of Treasury deficits should be made
and used in conjunction with the decrees of emission and limita-

tions of circulation in order to obtain monthly figures for notes
emitted. To obtain the figures for notes in circulation, deduct
from the notes emitted all notes burnt and demonetised. These
tables of emissions, burnings, and circulation are often checks on
one another.

The notes destroyed were received, in the early years, mostly
from the sale of lands; they yielded 464 millions of a total of 505
millions burnt by May, 1792. The remainder was received in
large part in payment of the Patriotic Contribution.! It is neces-
sary to deduct notes demonetised in 1793—04 from the emissions in
order to obtain the series for notes in circulation. The Govern-
ment, in true Republican spirit, had demonetised all Assignats
created during the Royalist Period. Deductions are not made for
demonetised notes received for taxes and other public dues, nor
for the small “royal notes” replaced by other notes. For notes re-
ceived in payment of taxes were reissued ; and no decrease resulted
from the withdrawal of the small “royal notes,” as others were
substituted.? The Convention on December 4, 1793, ordered the
Treasury to manufacture soo million livres of Assignats to replace
royal notes of 5 livres, rather than those above zoo livres, as
Gomel says.® Obviously, only a deduction of notes demonetised in
the hands of the people is required. Where notes issued for ex-
change purposes were included as notes emitted, the correspond-
ing Assignats withdrawn are included as notes burnt. That is
necessary in order to obtain the net circulation.

Several issues were decreed for exchange purposes only and were
-substituted for less convenient denominations. I have omitted

* them in the compilations of notes emitted — with the exceptions
already noted. The authorities, in some instances, borrowed quan-
tities of these notes when the manufacture of notes was too slow.

1 Gea “La Situstion de la. Contribution Patriotique,” P. V., Vol. XLIL

2 Monitenr, Vol. XVL, p. 590. , p
3 C., Gomel, op. cft., Vol. 11, p. s10; Arch, Park;, Vol LXXXT, p. 67.
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The laws that authorized a manufacture of notes were gen-
erally promulgated in anticipation of decrees of creation or emis-
sion. The mechanical processes at first were too slow to satisfy the
precarious needs of the Treasury.! By introducing “manufactus-
ing” decrees relatively early the Treasury overcame that obstacle;
when the Government authorized a creation of 1200 million livres
on May 7, 1793, 500 million livres had already been manufactured.
With time the decrees of manufacture, creation and of emission
became almost indistinguishable, Writers often confuse decrees
of manufacture with decrees of emission. Gomel interprets the
decree of December 23, 1791, which was an order for the manu-
facture of more notes, as though it were a decree of emission.?

7. SUMMARY

This chapter emphasizes the necessity of including a study of
the finances in a paper on the Assignats. The Assignat was prima-
rily a financial tool: recourse to paper money followed upon the
relative failure of other sources of revenue? As other methods of
raising revenue improved or became less dependable, the neces-
sity of resorting to the Assignat became less or more urgent. I
have presented a statistical study of taxation, in which the thesis
is maintained, that although taxation was sub-normal during the
Revolution, it was not uniformly bad. The varying success in the
collection of taxes is especially important in a study of paper
money.

The Assignat was the Revolutionary paper money employed to
meet the extraordinary expenses of the Revolution. A study of
the finances of the Revolution should include a discussion of the
periodic deficits. Thus the extent of the reliance on the Assignats

! 7The manufacture of the first 180 million livres of Assignats was not completed
unti] October 5, r7go. “Etat de la Situation de la Caisse de YExtraordinaire,”
P. V., Vol. XXXTIT, 435.

At one time because of the slowness of the ‘'manufacture of notes, the Govern-
.ment issued larger denominntmns than were cqnvement Arch. Parl,, Vol, XLIX,
PP; T40~34T.
~® Gomel, ap. cit,, Vol. I, p. 65, . Parl, Val XXXVI, P.325

Keynes hasa bn]lmnt discussion ‘of the possibilities of raising revenues through
the creation of paper money. ' J. M. Keynes, Track on Monelary Reform, pp. 46~49.
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can be comprehended. Deficits and emissions of Assignats were
virtually identical.

In the section on emissions, I have pointed out that care must
be taken if confusion is to be averted. Decrees of creation, emis-
sion, circulation, manufacture, and exchange are to be differen-
tiated. The statistics of deficits and emissions did not check in
every instance, At least one important inconsistency required
investigation.

8. Nore oN DErICITS OF 1791
Mrrrrons o LIVRES, 1701

Mounth Extraordgz.ry Deficit O:dinus';)Deﬁcit Repnyngg!)lt of Dobt
January......... 6o) (A) (B) 55 (O
February. ....... 72 67 55
March..,....... 55 55
April............ 24.3 (E) 6o
May............ 28.5 6o
Juone............ (27.6) (F) 24.6 6o
Juy............ ( 6.4) 29.4 50
August.......... (z2.3) 30.5 56 (K)
September. ...... 90 (H) 24 °
Octobet. ., ....... (x9.7) or.2 21.7 10.§
November. ...... (x8.5) 130.2 13.3 \ 10.5
December....... (x2.1) 281 (D 23.0 - 29

Totals....... §72.0 287.2 (G) | 490,0
Grand Total, 1358.2 (J)

NOTES TO TABLE B

(A) The estimated deficits for January-March, 170z (estimated i':y Lebrun on
January 14, x791) were 6o, 70, and 73 million livres, a very close forecast indeed,
Monitenr, VII, pp, 126-128.

(B) The Caisse de I'Extraordinaire in April transferred 5.6 million livres to the
Treasury to cover deficits for the first three months of 179x. ‘This help was rendered
on the presumption of monthly expenditures of 48.6 million livres. Since the actual
expenditures for the period were less than expected, the Treasury returned 8 million
livres to the Caisse. (Arch. Parl., Vol. XXVII, p. 340.) )

(C) The monthly estimates of debt payments are based on data furnished by
Montesquiou on September 9, 1791 (P. V., Vol. LXIX, p. 27); by Dufréane on
December o, 1791 (Arch. Parl., XXXV, pp. 681~690); by Cambon in April, 1792
{Moniteur, Vol. XII, pp. 177-180).

(E) Instead of the anticipated expenditures (ordinary) of 29z million livzes from
January to June, but 24z million livres were so consumed. Therefore the ordinary
deficits were 5o million livres less than is here indicated. I have referred to an order
for the transfer of 8 millions for the period from January to March, but have found
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no record of a transfer to the Caisse of the remaining 42 million livres. Perhaps
the Treasury appropriated this money for meeting some extraordinary expenditures
during the year.

(F) The figures in parenthesis give the totals for a category of extraordinary
expenses labelled *expenses particuléres de 1791.” Where two figures are given in
this column, the second always includes the “expenses particuléres.”

(G) The monthly deficits tabulated in this column are the differences between the
aciual ‘ordinary” receipts and 48.6 million livres, the theoretical “ordinary™ receipts.

(EI) The three estimates (gg, 91.2, 130.2) that follow in this column (for Sep-
tember-November) were obtained by subtracting from the aggregate monthly
deficit the corresponding amounts in columns two and three. (Arch. Parl,, Vol.
XXXIV, p. 563; Ibid., Vol. XXXV, pp. 324~325.)

(I) This is the most unsatisfactory estimate of the year, It was obtained from
o public report, but an omission of some of the extraordinary deficits is possible
nevertheless; this deficiency is probably not of major importance because of the
reduction of war expenditures for the winter,

(1) By February 26, 1792, the Treasury had emitted 1924 million livres. On
January 1, 1791, the total of emissions was 524 million livres, The net increase of
emissions during this period was, therefore, 1400 million livres. The total deficits
for 1791 (according to these calculations) were 1358,z million livres. A transfer
to the Treasury from the Caisse de ’Extraordinaire of 5 million livres monthly, or
60 million livres yearly, was made for the expenses of the “culte.” Because of the
wording of the decree responsible for that transfer, a probability that this monthly
expense for the “culte” was included in the published deficits, is precluded; for
expenditures for the “culte’” were included in “ordinary expenses” although pro-
vided for by the Caisse de I'Extraordinaire. The deficit for January, 1792, was 71
million livres; and the deficit for February need not be considered, as it was not
covered until March, The results are then:

(millions of livres)
Increased emissions, 1400, : Deficits, 1489.

The correspondence would be closer if the questionable item of ordinary deficits
of more than 40 million livres was excluded from the total for deficits. And althongh
I am inclined to give the expenditures for the “culte’ additional consideration in
the computation of the deficits, I have been unable to convince myself with cer-
tainty on the point.

(K) Marion, for the period from October, 190 to August, 1791, asserts that 6oo
million livres of Assignats were consumed in meeting “deficit” payments, I put
that aggregate at approximately 1,000 million Jivres,



CHAPTER III

LAND AND THE ASSIGNAT

1. LAND VERSUS ASSIGNAT

I the words of the accepted report of the Committee of the Na-
tional Assembly, “to pay off the public debt, animate agriculture
and industry and have the lands better administered,” the church
lands were to be alienated! The paper received in payment for
the lands was to be burnt.? Was the land a “gage” (security) for
the Assignats only incidentally? Were the lands really disposed of
to pay the debt? Was the Assignat merely an organ of the land
agent?

In its origin, I am inclined to believe that the Assignat was not
a land paper in the sense that it was issued to make the sale of land
possible. Rather, it might be designated a revenue paper, a sub-
stitute for the previous borrowing from the Caisse d’Escompte.?
Because an immediate resource was needed, the paper money be-
came the most important care of the Government. To assure
confidence in the paper money, the Government, presenting a pro-
posal for the creation of 400 millions of notes, announced a sale of
an amount of land of equal value The idea became generally ac-
cepted that increased issues of Assignats were necessarily balanced
by increased lands put on sale. Thus on July 31, 1792, the Com-
mittee of Finance and Domaines, in proposing a new issue of 300
millions, recommended that more forests, episcopal palaces, and
religious houses be put on sale, for 2400 millions of notes ordered
to be created were now balanced by 2444 millions of domaines on

1 PV, Vol XXITI, 308. ,
2 Ibid.;p
K See Chapter 1T for the evalution of plans that finally culminated in the Assignat.
_ Necker's report of November 14, 1789, and the Plan of Commissioners of December.
19i 1780 were important. P. V., Vols. VII and X. .
A.rch Paxl, Vol. X, p. 68:

62
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sale.! Tt was considered necessary that the land should be placed'
on sale as more Assignats were issued.?

Much has been written about the availability of these new re-
sources of land and about the pressure of the excessive debt; and
it has been contended that the problem was to find an intermedi-
ary for stimulating the sale of lands and reducing the debt.? Such
an interpretation of the origin of the Assignat seems to neglect its
historical evolution, and in particular, the close continuity of de-
velopment from Necker’s advocacy of a loan from the Caisse
d’Escompte to the final vote for the Assignat. The successful
plan, favored because of the antipathy for both the Caisse and
Necker, borrowed much from the latter. The origin of the Assig-
nat is to be attributed to the urgentneed of an immediate resource,
rather than to an appreciation of the possibility of the beneficial
effects of additional issues of paper money upon the sale of lands.
Gomel condemns the resolution in the first decree dealing with
the Assignat, which urged the necessity of repaying the public
debt.* The resolution, however, was not taken seriously then.® It
is true that the problem of debt payment arose in August and
September, 17go. The point of contention was whether the Assig-
nat ot a non-circulating paper (Quittance de Finance) was to be
the intermediary for debt payments.® The most spirited debates
on paper money were held during this period. Evidently the
writers who contend that the Assignat was created to repay the
public debt rely largely on the history of these two months. But
the question at issue in the fall of 1790 was not one of creating the

1 Momtsur, Vol. X111, pp. 203~295. :

2 Johannot contended that land was an idea) security because it increased in
value with increased issues of paper money. J. Déb. ef Déc., Vol. LVIL, pp. 63-65.

3 E. Levasseur, “Les Finances de la France,” Acad. des Sci. Mor,, Vol. XXX,
pp- 112, 102 M. Marion, op. cil.; Vol. IL, p. 5z. . Jaurds, Histoire Sacialzsta de la
Révolution Frangaise, Vol. I, p. 03.

L C, Gomel, Hisloirs Financiére de V' Assemdlée Constituante, Vol. I, pp. 515-516.

§ Arch. Pa.rl Vol. X, p. 681, “The products of the Caisse de 'Extraordinaire
shall be used to pay the ‘eréances exigible’ and ‘artidres’ and to repay all debts of
w}uch the National Assembly shall have decreed the extinction.”

* € The issue. was hetween Talleyrand who fought for the Quittance de Finance .
(P, V., Vol. XXX and XXX, September 18 and September 24) and Mirabeau who
fought staunchly for the Amgnat (P. V., Vol. XXXIT, September 27). As early as:

October' 1q, 1789, Talleyrand had anticipated this problem. Choix de Rapﬁo’k,'
Val, I,.p. 9%.
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Assignat, but rather its relation to the payment of debts. The
Assignat had already been employed extensively to meet current
obligations. Whether there should or should not be Assignats was
a question scarcely touched upon during the whole weary month
of debates.

It was during the same period that attention was emphatically
drawn to the use of Assignats for promoting the sale of land.
Mirabeau in September, 1790 attributed to the paper money the
power to convert dead land into circulating wealth.! Montes-
quiou, a week earlier, had said that the sale of land would be ham-
pered by the scarcity of numéraire.? Even Calonne, an unflinch-
ing opponent of the Revolutionary money, estimated that half of
the circulation of 1200 millions was necessary for the purchase of
land? Time left that particular justification of the Assignat in the
background; little was heard of it after 1790, All of the long list of
financial reports from the first days of Cambon in 1492 to the days
of Eschassériaux in 1495 proclaimed the supremacy of the Assig-
nat and the subsidiary position of the land. But that is not neces-
sarily inconsistent with the contention that the Assignats made
the sale of lands possible.

Issued as a financial tool, the Assignat in 1791 and 1792 began to
assume a new function with which its character was completely
altered. Its defenders were soon emphasizing its contribution in
filling the void left in the circulation as the metals were increas-
ingly hoarded. Smaller denominations were deemed necessary. If
the Assignats were to fill the ordinary channels of circulation, cer-
tainly they would not all be redeemed by the sales of land. To
sustain the value of the paper money became the most important
task of the Government. Increased aggregates in circulation in-
duced depreciation. Depreciation might be averted by increasing
the sales of Jands and thus reducing the circulation, and by inspir-

1 p, v, Vol. XXXT, September 27, 17go. See also L., Blanc, Hisioire de lo Révo-
Iution Francaise, VoL. I, p. 446. . .

2 P, V., Vol. XXX, Déb. ¢ Dés., 436, pp. g-1o.

8 C.A. Calonne, De P Elat de Froncs, pp. 88~89. Deslandoes (Socists des Jacobins,
Vol. T, p. 208) assumed a similar position. Roederer (Oeures, Vol. VI, p. 3) said
that the Assignat would make it possible for capitalists and creditors to acquire -
public domalns, ‘ a
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ing confidence by making known the adequacy of the national re-
sources. Issued in large denominations and with “free course,”
and accepted on favorable terms in the purchase of lands, the
Assignat might have been primed to act as the complement of the
land agent; but issued in small denominations, with a “forced
course,’™ it drew the land agent into the paper money ranks.

2. LAND, A GENERAL SECURITY VERSUS LAND, A SPECIAL SECURITY

Each Assignat contained some such printed words as “Do-
maines Nationaux.”? Any holder of Assignats could buy lands;
but any holder could, if he chose, buy anything else; and, more-
over, the possessor of gold or certain kinds of script could also buy
lands. Thus no particular significance can be attached to this
feature of the fiat money. To support the notes issued, either for
the purpose of redemption or for a psychological reason, the Treas-
ury maintained the nominal values of the resources on sale more
than equivalent to the notes issued. At first this was not an easy
task. Many sales, difficult to consummate, were scheduled.? By
exaggerating the value of the resources, by seizing the Emigrés’
possessions and by making numerous condemnations during the
Reign of Terror, the authorities overcame this difficulty.t

As the circulation increased, each Assignat became the equiva-
lent of a smaller parcel of land. As increased issues were unac-
companied by increased amounts of land put on sale, the value of
each Assignat in terms of land should have fallen. But large
blocks of lands were placed on sale which were not easily sold; and
hence the value of each unit of money might well have increased
in terms of land. Consistently with the policy of the Government,
it might be expected that the lands on sale would maintain an

1 A creditor might not refuse an offer of payment in a money that had a forced
course (cours forc€). Subercaseaux says that the concept js similar to the tenn
“legal course” (legal tender). Le Popier-Monnaie, pp. 8g-go.

2" Moniteur, Vol. IV, p. §12.

3 Ibid., Vol, XXIV, p. 484. G. Lecnrpentler (La Vente des Biens Ecclésiostigues
pendant la Révolution Frangaise, pp. 60-61) gives a complete list; Barnave (Oeuvres,
Vol. II, pp. 3~rx) commented at the time on the 1n1possib1hty of selling colleges,
biens de Malte, etc.

$ Condenmations in Paris from April to July, 1704 totalled 2158. Cambon pre-
tended that the wars could be financed, with the guillotine, P. H. Wallon, Histoire
ds Tribunal Réwlutionnaire, Vol V, p. 270,
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aggregate stable value not much larger than that of the Assignats,
(To obtain the stable value of the Assignats, reduce the value of
the total Assignats in circulation by the value of the Assignat as
given by the local tables of depreciation; similarly, reduce the
aggregate nominal value of thelands.) The contrary was the case.
Beginning in the latter months of 1794, the stable value of the
paper dropped far below that of the land. By November, 1795
the stable value of the Assignat had fallen to perhaps one-fifth of
the estimated stable value of the lands on sale. Concomitant
with the rapid depreciation of the Assignats in terms of land, of
gold, and of commodities, the bulwark of the Assignats, land, be-
came disentangled from the Assignat and maintained a fairly con-
stant stable value. The value was not in fact constant throughout
the period, for the authorities were not equally reliable in their
estimates, and they considered a changing quantum of lands.

In May, 1795 Balland advised the Convention to give the Assig-
nat a fixed value in land. Competition had reduced the “land”
value of the money. Bourdon and Balland were responsible for the
law of 1o Prairial 3 (May 29, 1795) which gave practical effect to
the idea of attaching each Assignat to a particular period of land.
The possessor of an Assignat could purchase any parcel of land by
agreeing to pay seventy-five times its net revenue in 18g. - Thus
competitive bids were to be eliminated; for they were responsible
for the reduction of the “Jand ”’ value of the Revolutionary money,
and hence (they reasoned) the general value of the paper. They
realized that lands were selling at a much higher price; but the
essence of the plan was to give the Assignat a fixed security, and
a more valuable one than its current market value warranted.
With the great rush of bargain hunters came the realization that
the land was being squandered, and Balland, himself, suggested
a few days later that the presence of two or more competitors
for the same tract was an indication of a fictitiously low estimated
revenue for 17go.. He suggested: competitive bids in such cases.
Rewbell, Dubois-Crancé, Vernier, and Cambacares all savagely
attacked the act, and its suspension followed on June ninth.?.

1 Mondteur, VoL XXIV, PP- 578-380,
2 Thig.
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From the idea that the price of land should be fixed, it was an
easy transition to the idea that the Assignat would appreciate if it
were tied to individual parcels of land! Dubois-Crancé spon-
sored an issue of Assignats stamped to indicate that they were
tied to special parcels of land.2 The Cédules d’'Hypothéque (mort-
gage notes) were based on the same principle, a special hypotheca-
tion of lands.® A proposed decree (March 8, 1796) authorized the
creation of 6oo millions of Mandats, and the non-competitive sell-
ing of 1800 millions of lands.* The law of March 18 divided the
land to be sold into two parts; the larger part, 1200 millions, was
to be sold in a non-competitive manner at 22 times the appraised
annual revenue. The Mandats were to be secured by the remain-
ing 600 millions of land in a concrete manner by apportioning the
Mandats among the departments. Only holders of Mandats were
to have the privilege of purchasing the special security at 22 times
the annual revenue. The plan was never given a fair trial because
of the excessive issues of Mandats, the low appraisal of the annual
revenue, and the administrative lazness displayed in setting aside
specific parcels of land. Non-competitive purchases proved to be
a method of exploiting the Government. The plan for a “special”
security of the Mandat was never really put into practice.

Had the policy of tying each Assignat or Mandat to a definite
tract of land been faithfully executed, and had competitive bids
been dispensed with, I cannot agree with Levasseur that this
special security would have been similar to the general security.®
As depreciation proceeded, the sales of land would have become a
greater source of employment for the circulatingmedium. Further
depreciation would have been prevented by increased sales. The
depreciation in terms of gold and commodities would have been
reduced by a relative appreciation in terms of Jand, and the land

1 “Paris pendant la Réaction Thermidorienne et sous la Directoire,” Co!lectxon
de Documents Relatifs & 'Histoire de Paris, Vol. II, p. 200.
. 2 J. Déb, 6t Déc,, Vol. LXXXI, pp. 22-24.
8 Moniteur, Vol. ‘{XIV, PP- 201, 543545, 62a-6a3.
o4 Ibui Vol. XXVII, pp. 642~644.
Racuezl des Actes du Directoire Exéentif, Vol, 1, pp. 841—842
8, Levasseur, Histoire des Classes Oeuvriéres ¢t de PIndusirie en France de 1789
" & 1870, ¢d ed,, Vol. I, pp. 166-167.
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would have been completely disposed of.! Rousseau in describing
the Mandat expressed the theoretical possibilities well.? “The
new money rendered realisable at will according to an evaluation
that is fixed and constant, isnotat all like the Assignat, the ideal
representation of a fugitive and indeterminate value; it is money
the title and the value of which are as invariable as the object
that it represents.”

Sales at competitive prices may have yielded more revenue; but
at fixed prices, all the lands would have been sold, and the Gov-
ernment would no longer have been able to keep up its pretense
of issuing a “land paper.” It is unfortunate for the development
of monetary theory that the Government failed to follow a policy
of fixed prices for lands; but the Government probably followed a
course consistent with its own interests.

3. LAND AND THE VALUE OF THE ASSIGNAT

There is almost an unanimity of opinion among writers, that
the land security did not contribute to sustain the value of the
paper money. Mill? Levasseur,* Senior,’ and Hawtrey® so express
themselves. Gomel, Marion, and Stourm do not grapple with
the problem. Thornton, alone, sees in the possible purchase of
land an alternative employment for the Assignat that might make
possible a reduction of the quantity in circulation, and hence sus-
tain its value’

The Cahiers offer convincing proof that the consternation
caused by Law’s blunders was not forgotten at the outbreak of the
Revolution® Something had to be done to imbue the people with

L Wickell points out that the sale of lands at a, fixed price would have been a
‘barrier to extreme depreciation, K. Wicksell, Vorlesungen, Vol. IT, pp. 173-174.

% Moniteur, Vol. XXVIIL, p. 131,

& 1.8. Mill, Paliticol Econtomy, 6th ed., Vol. IT, pp. 8:-83.

4 E. Levasseur, Histoire des Classes, Oeuvridres, Vol. I, pp. 166-167.

S N. W. Senior, Three Lectures on Cost of Obtaining Money, pp. 7840

8 R. G. Hawtrey, Currency and Credit, p. a6o.

7 F. H. Thomton, An Enguiry into the Nature and Effects of the Paper Credit
-of Great Britain, p, 260,

8 The first two references are in the Collection de Documents Relatifs 3 "Histoire
de Paris. ' L' Eiat de Poris, . 48; Cakiers de Paris, Vol. III, p. 175; Arch. Parl,,
Vol V, p. 727; Vol. VI, pp. 34, 40; “Protestation de M. Bergasse contre les Assi-
gnats-Monnaie”; “Lettre de Mirabeau & Cerutti, January g, 1789.” -
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confidence in paper money. The availability of the land offered
the opportunity. One has but to believe that confidence is a fac-
tor in the value of paper money to believe that the land security
contributed to sustain the value of the Assignats. The parliamen-
tary debates and the newspapers of the day are proof beyond dis-
pute that the land security had an important influence on public
opinion. The contemporary discussions of or writings on the
Asgignats without some strong emphasis on their relationship to
the land were rare indeed. Regardless of whether the confidence
in the land was justified, its presence must have been instrumental
in sustaining the value of the Assignat.?

The display of the balance between the Assignats on the one
hand and the lands on sale on the other was an important factor
in determining the degree of confidence with which the paper
money was regarded. The scrupulous care with which these
figures were exhibited, and the pertinacity with which all finance
ministers uncovered new “gage,” attest to the demands of the
French people for an adequate security. On February z, 1793
Cambon sponsored a new issue of 8co millions. The security of
3100 millions then just equalled the notes emitted. Cambon un-
earthed new resources of 4400 millions, 3400 millions of which
were to be put on sale immediately.?

The early depreciation —much exaggerated — which Levas-
seur and Hawtrey attribute almost exclusively to the large de-
nominations, was probably partially caused by some misgivings as
to the new security. The “culte” (a charge on the revenue from
the Iand) was not provided for; the Church was hostile; the church
lands were heavily mortgaged; and finally dissensions and lack of
organization were delaying sales? Such doubts about the security
led people to rid themselves of the paper money quickly, and re-
sort to the more reliable gold and silver for hoarding. I doubt

1 Bailleul, & financial authority of the period, was at & loss to explain a deprecia-
tion of the Assignat of over gg per cent when the price of theland had only increased
40 times. J. Déb. et Déc., Vol. LXXXT, pp. g-10.

® Monitenr, Vol. XV, pp. 340-346. ) ‘
. ¥ B.V., Vol. XV, Dé. ¢t Déc., 310; P. V., “Finance Report,” Vol. XV, pp, 18-
10; Actes de Commune, Vol. VI, pp. 98-1oo; “Les Provinces 4 I"Assemblée Natjor
ale, 1790"; also, “QOpinion de 'Evéque de Nancy.”
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whether an appreciable depreciation occurred before 1792; if it
did, I am prone to put more stress on the impaired confidence in
the land security than in the successive issues of large denomina-
tions. However, although a minority doubted whether the expro-
priation of the Church was final, a general confidence in the land
security existed.

Although more will be said on this subject in Chapters VII and
VIIL, a few instances in which the presence of the land security
appreciably affected the value of the Assignat are presented below.
The upward reaction of the Assignat in the second half of 1792 is
explained by Hawtrey as a reaction from a speculative excess.
May it not also be attributed in part to the new confidence in-
stilled by the confiscation of the Emigrés’ possessions? In De-
cember, 1994, rumors of peace and of the restoration of confiscated
lands brought about a further depreciation of the Assignats! In
February, 1795, suggestions of Vernier, Thuriot and others that
the wealth of individuals be added to the public security support-
ing the Assignats, resulted in arise.® Lack of faith, inherited from
the Assignat régime, doubtlessly contributed to the precipitate
fall of the Mandat. But the lax and inefficient administration of
the land sales under the Act of 28 Ventdse is relevant. A number
of keen observers believed that the dissipation of the security was
the explanation of the increasing distrust of the Mandat.?

Perhaps Levasseur is correct in contending that the wage payer
did not concern himself with the land security. The emphasis,
however, should not be placed on the attitude of the disburser of
wages, but of the general public. A general belief in the security
of the Assignats made possible their acceptance. The danger of a
minority of doubters would be very evident, however. The gospel
of distrust spreads easily.

If this faith in the security existed, Levasseur etrs in insisting
that a nominal pledge of ultimate redemption through the sale of
land, would not help to sustain the valie of the money. It is an
error to assume with him that redemption was of the nature of a

1 Thermidorienne Réaction, Vol. 1, . 351.

3 Tbid., p. 646; and Monilenr, Vol. XXTI1, p. 5¥5.

¥ T, D. Ivneroie, Histoire de V' Adminisiration des Fiviances de la deubltqfw Fran-
gaise pendoni P Année 1796, ad ed., pp. 62-63.
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“say so” redemption.! The graph that follows indicates the im-
portance of mechanical redemption. Redemption through land
sales was of vital significance from 1791 to 1793; and it was dur-
ing this period that the Assignats burnt came almost exclusively
from the sales of land. In addition, hoarding of notes for the later
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installments of payments was of vital importance. Beginning
late in 1793, receipts from sources other than land sales (mainly
notes exchanged) began to contribute an appreciable proportion
of the notes to be destroyed —— thus in November, 1795, this item
equalled 25 per cent of the total (1051 out of 3665 millions). To
offset this, however, we should consider an item of 4461 million
livres received from the sales of lands, but not burnt. These re-
ceipts came almost exclusively in the latter part of 1793, in 1794
and 17952

TUndoubtedly, the land security might have had a much more

1 E, Levasseur, “Les Finances de ls France,” Acad. des Sel. Mor. Vol. XXX,

. 200, .
? From Ramel’s report. See S. V. Falkner, 0p. cil., p. 110,
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material effect in bolstering up the value of the Assignats.! Maxi-
mum prices below the market price, discussions of agrarian laws
— the expropriation of private owners for example — the general
insecurity of property,? the Reign of Terror and its wholesale con-
demnations of the rich, the alternative attractiveness of tenant
farming with its nominal rents paid in a depreciated currency, all
detracted seriously from the lucrativeness of land purchases.? The
depreciation of the paper money was unfortunate, because the
value of later installments on lands purchased were reduced to
nominal sums, and thus the land was deprived of some of its po-
tential value for the support of the Assignat. More will be said
presently as to how far sales were dependent on an anticipation of
such relief. Perhaps the land policy of the Government was partly
responsible for the period of most rapid depreciation (June, 1795
to March, 1796) when land sales were practically suspended.
Especially during the maximum period, when the usual chan-
nels of circulation were partially closed, were the possibilities of
land sales wasted.! Some of the local documentary studies afford
some information about the sales during the Reign of Terror, i.e.,
the maximum period. In the Department of Yonne, 2.7 million
livres of land were sold within a period of twenty-six months be-
fore the establishment of the maximum. These figures are in
terms of prices estimated on the basis of the revenue of 1790, so
that there is a basis of comparison. This monthly average of 103,
ooo livres is to be compared with an average of 33,000 livres for
the twenty months of the maximum period and 192,000 livres for
the following fourteen months. The decline is not so marked for
the Districts of Bain and Rennes in the Department of Ille-et-
Vilaine, where the figures for the 3 periods were 71,000, 41,000 and

1 Mathieu, on January ro, 1793, perceived the possibilities, He advocated:
A. A system of education planned to show the necessity of land sales; for higher
prices for lands would result in lower prices for commodities. B. Policing and
security to encourage sales. Monilenr, Vol. XV, pp. 103-104.

? Cambon on February 28, 1793 warned the Convention that the pilfering from
lands was curtailing the sales of lands, Ibid., Vol. XV, p. 588,

3 M. Marion, La Vente des Biens Nah(maux pendant la. Révolution, pp. 136-137,
143, 155, 157-165; Arch. Patl, Vol. LIV, p. 686. The latter contains an informing
discourse of Creuse-Latouché on the relation of price fixing and the sales of land.

¢ Mal]armé realised that the system of maximum prices should encourage invest-
ments in land. Arch. Parl., Vol. LXVI, p. 0.
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68,000, respectively. Sales fell during the maximum period al-
though the Emigré lands were then put on sale,and alarge amount
of purchasing power became available for capital investments
upon the introduction of stringent maximum and hoarding laws.
Maximum prices below market prices, accompanied by rationing
and drastic laws against the hoarding of commodities, left the
public with a surplus of purchasing power. That the depression
of prices resulting from price fixing, was not a decisive factor is
evidenced by the large increase in the number of self-sufficing
farmers. The importance of procuring subsistence from one’s own
farm in a time of threatened famine, is apparent. The personal
and financial dangers involved in becoming a land-owner, appears
to have been an effective deterrent to land buying. A Government
with no scruples about property rights, a Government that made
the visible evidence of wealth a grave personal danger, could not
be a very successful land agent.

4. THE WASTE OF THEE NATIONAL RESOURCES

There remains the question whether the Government, in direct-
ing the sales, made the most of its opportunities, and whether,
therefore, the sales gave the Assignats the maximum possible de-
gree of support. A difference of opinion obtains as to this particu-
lar problem. Marion and Benzacar jointly hold that because of
the continued depreciation of the Assignat the state received al-
most nothing? Mation, on his sole responsibility, reiterates that
view.?2 Another opinion is that the original sales were made at
prices which were ridiculously low, because the revenues for the
year 17go had been underestimated® The minimum sales price
(the “prix d’estimation’’) was based upon a multiple (twenty-
two) of the estimated revenues of 17go. A more moderate con-

1 M, Marion et J. Benzacar, Venles, Gironde, Collection de Documents Tnédits
sur PHistoire Economique de la Révolution Francaise, Introd., pp. xxii-xxiii; also
M. Anglade, De la Sécularisation des Biens du Clergé, p. 150.

.2 M, Marion, Ls Venle des Biens Nationaux, p. Y10, and Histoire Financiére,
Vol. II, p. 2zo0. :

3 The references to sales in this chapter are all in the series of Collection de
Documents Inédits sur YHistoire Economique de la Révolution Frangaise, unless
otherwise specified. P. Moulin, Ventes, Bouches-Ge-Rhéne, Introd,, p. xxix. C,
Forée, Venles, Yonne, Introd., p. clxviii.
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clusion is that of LeCarpentier, who estimates that the proceeds
from the sales of the church lands were 830 millions (stable values),
or about one-third of what should have been received.! For the
Department of Vosges, the authorities find profitable sales up to
the year IT (1793-94); and for the District of Epinal, to which the
study is largely confined, the revenue was about 50 per cent of the
estimated value, both being stated in stable values? In the Dis-
trict of Toulouse of the Department of Haute-Garonne, the total
value of property sold was over 15 millions, and the stable value of
the receipts § millions.?
The problem of the relationship of the “prix d’estimation” to
the sales price is of great significance here. Porée, who made a
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brilliant and thorough study of the land sales of the Depa.rtment
of Yonne, says that the sale prices were consistently higher than
the “prix d’estimation,” even allowing for the depreciation and
the expectations of depreciation at the date of sale. He attributes

1 G. LeCarpentier, La Vente des Biens Ecclésiastiques pendant lo Révohchcm
Francacse, p- 124 (Not in the series of documents.) -
2'L. Sthwab, Ventes, Vosges, Introd. L.
BH. Mart.n, Ventes, Haute-Garonne, Districi de Touloyse, Introd., pp. IviidviiL
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the excess to the high rate of capitalization which resulted in a low
“prix ’estimation.” Porée estimates that the lands actually sold
at approximately 33 years purchase instead of the 22 years pro-
vided by the law. The chart that follows was constructed by tak-
ing monthly figures for the “prix d’estimation” and for sales,
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reducing the latter by the appropriate local table of depreciation
and calculating the ratio of the series thus obtained to the “prix
d’estimation.” Evidently for the Department of Yonne, Porée
was correct in his generalization respecting the relatively high
level of sale prices. But a similar curve for the Department of
Tle-et-Vilaine points to no such conclusion. The sales price
reduced to stable values scarcely equals the “prix d’estimation. ”
Perhaps the estimate of the annual revenue was low in Yonne or
high' in Ile-et-Vilaine; or perhaps land was selling at a greater
number of yéars purchase in Yonne. A number of other possibil-
ities are suggested; but in any case the dangers of generalization
are apparent. ,

For the determination of the profitableness of the sales, a famili-
arity with the value of the resources in stable currency is requisite.
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Calonne,! Talleyrand,? Montesquiou,’ and Lavoisier,? all esti-
mated that the value of the church possessions was about two
milliards. Necker’s estimate of one milliard seems clearly out of
line® All these estimates were made before depreciation had
really begun.

A number of difficulties soon appeared. In the majority of sales
consummated in 1791, the selling price was considerably higher
than the “prix d’estimation.” In many instances, doubtlessly,
this was due to the alertness of the bargain hunters, quick to dis-
cover lands underestimated by the experis. With the passing of
time and the waning of enthusiasm, the excess of the sales price
over the “prix d’estimation” was made possible by the depreci-
ation of the Assignat.f Financial ministers evaluated the unsold
lands according to the prices received for lands already sold. In -
these optimistic evaluations, the possibility of reaching the satu-
ration point in sales was not considered; and no allowances were
made for the fact that the more desirable lands had been pur-
chased first. In so far as these high valuations were only a reflec-
tion of future depreciation, they were only too well justified, for
sale prices were likely to go up with depreciation. The downward
trend of the curves measuring the ratio of the stable value of the
sale price to the “prix d’estimation”, is significant. During the
year 1491, it appears, further depreciation of the Assignat was not
discounted by purchasers. From 1792 to 1794 expectations of
further depreciation might have made possible sales in stable
values at prices relatively higher (as compared to the “prix d’es-
timation’’) than prevailed in 1791. That the curve descends in-

1 ¢, A. Calonne, 0. cit., p. 88, Income of 6o millions capitalized at 30 times;

2 Choix de Rapporis, Vol. 1, p. 97. Income of 7o millions capitalized at 30 times.

& «Report of Committee of Finance,! P. V., Vol. XXVIIT, p. 15,

4 M. Lavoisier, Réflexions sur les Assignals, Oeuvres, Vol. VI, pp. 365~367.

8 7. Necker, Treatisa on the Adminisiration of the Finances of Fromce, Vol. TII,
P. 407. An income of 25 millions was capitalized at 4o times.

% Nothing can be more misleading than the statements of Marion and Schmidt
to the effect that the Government received the Assignat at par for land and paid
it out at its depreciated value. M. Marion, Hisloire Financiére, Vol. II, p. 173;
C, Schmidt, Poris pendant la Révolution, Vol. IT, p, 136. Also see L. Schwab, “La
Valeur et le Paiement des Biens Nationauz dans Les Vosges,” Bulletin d*Histoire
Economigue de la Révolution, 1913, pp. 346-351, for a criticism of Marion’s treat-
ment of the subject.
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stead may be attributed to the early selling of the more desirable
sites, to the alertness of bargain hunters, and, finally, to the glut-
ting of the market. The hopes of the finance ministers, evidenced
in the later estimates of the value of the public land, proved to be
exaggerated.

That part of the excess of the sales price over the “prix d’esti-
mation” is explicable by the anticipation of depreciation, will be
evident from what follows, Most fortunately, Porée has furnished
us with the monthly receipts of the land office of the Department
of Yonne. With the aid of these figures, and the monthly state-
ments of lands sales, as well as the provisions of the laws of May
14, 1790, June 3, 1793, and 8 Nivdse 2 (December 27, 1793) regu-
lating the time of payments, the monthly receipts *“due” have
been estimated. They have been compared to the actual receipts
for 3 months and annual periods. The following interpretation is
suggested.!

1791. The very heavyanticipatorypayments reflect the presence
of surplus savings and the absence of any thought of depreciation.

1792. The very significant fall in relative payments indicates
that surplus savings had decreased, and beyond much doubt, that
some speculative account was taken of future depreciation.?

1793. The increase in the annual figures reflects the very heavy
payments made in the third quarter of the year. The payments
relative to amounts due were much smaller in 1793 in the three
other quarters of the year. The ranks of the “bear” speculators
received large reinforcements. But the precipitate fall in the
value of the Assignat in the third quarter of the year justified this
lack of faith, and a precipitate rush to pay ensued.

1704. As a result of the unexpected vitality injected into the
Assignat during this year the payments barely kept up with the
amounts due. The only period when payments fell below the
amounts due was the second quarter of this year.?

11 makethesesuggestions with great caution, for otherinterpretationsarepossible.

27 am considering the effects of depreciation on the payments made, not on the

. sales consummated. If depreciation was anticipated, payments would be postponed

as much as possible, but sales would probehly increase. The latter would involve

"partial payments ypon the signing of the contract. However, the effect on payments
for past contracts was of greater importance,

8 Since payments were consistently more than the amounts due, it might he con-
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1795. More surprising than the heavy payments in the spring
and summer of 1795, was the very slight excess of receipts in the
fall and winter of 17945, a period of marked depreciation; but
the depreciation apparently had not progressed sufficiently to
tempt the new landed interests. They anticipated a further re-
duction of the burden by means of increased depreciation.

The optimism of the financial authorities merits some discus-
sion. Thus, Camus for the Committee of Finances in June, 1791,
on the basis of the return of 314 of the 544 districts, evaluated the
domaines at over 2400 millions.!

Montesquiou’s estimate in September, 1791 was 3500 millions.
The surplus above the “prix d’estimation’ of unsold lands was
put at over 500 millions. Feudal equities belonging to the nation,
a very doubtful asset (later renounced by the Government), were
put at 300 millions.?

Cambon, by April, 1792, could parade 4500 millions of re-
sources. He did not include the future excess of the “prix d’adju-
dication” (sales price) over the “prix d’estimation,” and initiated
a policy of differentiating between the amount of resources neces-
sary to cover notes already in circulation, and the remainder of
resources available for the issuing of additional notes and other
debts. This was a rather hazardous practice, for the folly of new
jssues was minimised.?

. Cambon estimated the total in October, 1792 at 600c millions.
For the first time, however, the possessions of the Emigrés were
included (xo0o millions).* Cambon’s aggregate was 4500 millions
by February, 1793.5 Johannot, in May, 1793, estimated the total
at 7700 millions, although of the lands already sold, he included
only those not paid for. '

In December, 1794, Johannot based an estimate on the monthly
tended that the public were consistently “buils,” But that leaves out of account the
fact that people frequently prefer to pay the entire sum at once. The attempt of
the American Government to introduce installment payments for Liberty Loans,
is a parallel case. , .

" 1 Moniteur, Vol. VITI, p. y05.

1p, V., Vol. LXIX, “Mémoire,” pp. 73-16.

8 Monitenr, Vol. X1I, pp. 179-180.

4 1bid.,. Vol. XIV, pp. 22¢-230.
5 Itid., Vol. XV, p. 343
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rentals received by the Government on unsold lands. By capital-
ising the latter at 40 years purchase, he obtained g total of 12 mil-
liards, and added 2 milliards for buildings and 1 milliard for the
heritages of the Emigrés! By April, 1795 Johannot's appraise-
ment was 17 milliards.? Eschassériauz, in November, 1795 defi-
nitely returned to a metallic basis for his estimate of 4 milliards.
Two milliards were in Belgium. The Conseil of zoo (March,
1796) estimated the possessions not alienated as approximately
814 milliards.® With the exception of the last two estimates, the
authorities appraised the national resources in paper livres. How-
ever, they scrupulously avoided mention of that fact and often
pretended that their valuations were in gold livres.

What conclusions are to be drawn from these surveys of the
value of the resourcest Were Talleyrand, Calonne and Mon-
tesquiou accurate? Or should more weight be given to the later
calculations of Cambon, Johannot, and Eschassériaux? Is the
rapid increase in value wholly to be attributed to the addition of
new resources? Evidently not, for resources which received no
increments, increased in value, Taking the inflated and doubtiul
figures of the ministerial reports, but reducing the totals toa stable
basis with the aid of the local tables of depreciation, what results
do we obtain? Payments on lands have been deducted when not
excluded, and the stable values of all payments made up to each
particular date have been substituted. The stable values of the
national resources thus obtained are:

Mrirons oF LIvRES

I700. ceuervarronanns 2000 February, 1703....... 5000
June, 1791...... veevs 2200 May, 1703. v s vneviene. 4500
September, 1791 .. ... 2000 December, 1794,....... 5100
April, x792.......... 3200 April, 1795, .. ch v venen 3400
October, 1792.....,.. 46c0- November, 1795, . ... .. 7900

1 D'Ivnerois (4 Cursory View of the Assignals, pp. t4—~18) criticised Johannot's
estimate harshly. e demonstrated that the expectation of sales at 4o years pur-
chase was preposterous when the market was glutted. He also pointed out that
Jobannot had made no allowance for the large proportion of lands to be restored.

2 Prunélé (Fortunes, Publigues ef Particuliéres, pp. 24~25) also examined Johan-
not’s results. Prunélé thought (1) that the estimate of monthly revenune was exces-
sive because large sales of these possessions had occurred, and because the revenue
of lands to be restored had been included, and (2} that the rate of capitalisation was
excessive. , . : '

3 Actes de Direcloire Exéeutif, Vol. 1L, p. 2.
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This ptocedure may seem futile; but one disturbing element is
removed. That the first three estimates show such a marked up-
ward trend after the inflated element due to the declining value of
the Assignat has been eliminated, is probably due to the discovery
of new resources, real and mythical. The larger totals for the next
four estimates result from the new lands, the “biens de seconde
origine.” The absence of any marked changes in 1793-94 is singu-
lar, for extensive civil confiscations occurred during this period.
The decline in the spring of 1795 was even more exceptional. Both
of these anomalies are probably partially explicable by the un-
precedented glut in the land market. The important law of April
+15, 1795, which deprived the Government of a considerable pro-
portion of its exploitations, is relevant as regards the decline in
1795. The signal increase in the latter part of 1793, although in
patt attributable to new acquisitions, is in the main a reflection of
the increased exaggerations of the official surveyors. Officials also
were probably not quick in bolstering valuations during this in-
itial period of rapid depreciation. All the valuations merit the
criticism that the calculations were made on the supposition that
only a small proportion of the resources were to be sold at any
particular time.

A study of particular categories of the national resources sheds
some additional light on the subject. The financial experts, in
appraising the forests and the former possessions of the Emigrés,
were glaringly inconsistent. Of particular significance are the more
sober estimates of the less interested authorities, the registry
office, and the land office. They had no incentive to exaggerate.

1. Fmorés’ Possessrons —Miwrions oF LIvees

Date Reporter Evaluction (nominal)
October, 1792 Cambon 1000
February, 1793 Cambon 3000

May, 1703 Cambon ' 3000

Tune, 1703 Administration de 'Enregistrement 1200

August, 1793 Administration des Domaines Nationals 1700

April, 1795 Johannot 11900
Noventher, 1795  Eschassériaux 2000 metallic

Current estimate  Stourm (based on indemnification of Resto-
ration Government) 2500
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2. FoRrESTS —MILLIONS OF Livees

Value Evaluation
Date Reporter of Assignat (nominal)
June, 1701 Camus 93 183!
September, 1701 Montesquiou 83 302!
April, 1792 Cambon I 1100
February, 1793 Cambon 65 1200
May, 1793 Johannot 35 1200
April, 1705 Johannot 15 2000
November, 1795  Fschassériaux 2000 metallic
February, 1796 Camus 4800-2900 metallic

Stourm attempts to estimate the value of the newly acquired
possessions. Relying mainly on Montesquiou’s report of Septem-
ber, 1791 and on Cambon’s report of April 3, 1792, he estimates
that the value of the church and crown lands was 3 milliards.?
That estimate appears to be too high. Some of the items included
by Cambon and Montesquiou may certainly be considerably
pared down, if not entirely eliminated.

Montesquiou allowed (1) 510 millions for the excess of sales
price over “prix d'estimation’— a wholly unjustifiable assump-
tion; (2) 275 millions for possessions the sale of which had been
suspended, including hospitals, educational institutions, and
homes for the poor — all items of low and doubtful selling value;
(3) 200 millions for the domains of the crown — a figure which
Cambon himself later reduced by one-half; (4) 300 millions for the
sale of feudal dues on government lands — a doubtful item at the
time, and a claim later relinquished by the Government; (5) 300
millions for “la vente éventuelle des tailles &pars.” Add these
items, and one must conclude that Montesquiou’s report, un-
amended, affords a poor basis for any estimate. M. Bergasse, a
contemporary, remarked that Montesquiou was in error to esti-
mate the value of the unsold land according to the price received
for land previously sold. He feared that speculators had forced
prices up, that many bought without the intention of or capacity
to pay, and that the high prices paid were in part attributable to
anticipation of depreciation, and hence of a reduction in the cost
of later installments.®

1 Includes only those on sale. )
2 Pinances de P Ancien Régime et Révoluiion, Vol. I1, pp. 450454,
8 Réplique de M. Bergasse & Montesquion, pp. 81-83.
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Cambon falls into many of the exaggerations of Montesquiou.!
The most important reason for discounting Cambon’s estimate is
that by April, 1792, the Assignat had depreciated by about a
third, and the estimate reflected that shrinkage. Moreover, Cam-
bon evaluated the colleges, factories, and other items in the same
group at 248 millions, to which he added 148 millions (three-fifths)
on account of the excess of sales price over the “prix d’estima-

on”. His total estimate of 2850 millions included approximately
zooo millions attributable to the excess of sales price over the
“prix d’estimation”.

Stourm bases his estimates of the “biens de seconde origine”
(lands of the Emigrés, and civil confiscations) largely on the in-
demnity proffered the victims in 1825, and arrives at a total of
2300 to 2500 millions for “biens” of this category. For sales be-
fore Prairial 3 (June, 1795), the “restitution figures” were based
on the sales price reduced in accordance with the local tables of
depreciation. For sales after Prairial 3, the valuation was based
on the revenue of 1790, capitalized at 20 years purchase.? Because
of the damage suffered by the Emigrés’ lands between 1790 and
1793, and because Stourm capitalized the income at 3 per cent, I
am inclined to believe that Stourm’s figures are rather high® It is
noteworthy, also, that not even the imaginative ministers of fi-
nance found that the confiscations of the holdings of the Emigrés
and Condemned had contributed to the stable value of the re-
sources so large an amount.

The contention has been made that for the lands of the Emigrés
the sales price did not rise sufficiently to offset the depreciation.
From the charts that follow, it will be seen that no generalisation
can safely be drawn as to the relation between the “prix d’esti-
mation” and the “prix d’adjudication” (sales price). For the De-
partment of Yonne, the “prix d’adjudication” reduced by the
values of the local tables remained consistently at a higher level
than the “prix d’estimation,” at least until early in 1795. Com-

! Ach, Parl, Vol. XLI, pp. 148-150. '

2 M. DeNervo, Les Finances Frangaises Sos la. Reslouration, VoI 111, pp. 127—~
328,

8 A. Young (Travels én France, 2ded., Vol. I, pp. 352—353), after a careful study,
puts the average yield in 1989 at 334 per cent. )
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pare those results with the results for the Department of Iie-
et-Vilaine where the “priz d’estimation” was almost consistently
at a higher level. (The prix d’estimation was the value of the
land as estimated by the authorities from the income yielded in
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1790.) I would reduce Stourm’s aggregate figure of 534 milliards
to 4 milliards as a maximum. Stourm finds Eschassériaux’s re-
port the only candid one made during the paper money period.
He is aware that Eschassériaux’s estimate of the resources comes
very close to his. Stourm seems unaware of the fact, however,
that Eschassériaux’s calculations, unlike those of Cambon.and
Johannot, were on a metallic basis. It will be remembered that
Stourm relies largely on the findings of Cambon. He also appears
‘to be unacquainted with the fact that Eschassériaux excluded at
least 1% milliards of resources sold and paid for by November,
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1795. That, in itself, would reduce Stourm’s estimate by 124 mil-
liards. In my table of stable valuations of the national resources,
Eschassériaux’s figures seem distinctly at variance with all the
other results. His evaluation of the forests at 2 milliards (metallic
value) is just one indication of the untrustworthiness of his figures.

The value of the total resources did not e..ceed 4000 millions.
That was, however, what might be called a contingent saleable
value; contingent on their being placed on the market gradually.
In fact, first almost all the domains of the Church, and later the
possessions of the Emigrés were thrown on the market at once.
The excessive fall of values that ensued escaped observation only
because of the depreciation, present and expected, of the circulat-
ing media, and, because of the low “prix d’estimation.” Marion
and others bewail the depreciation of the Assignat, and say that
the depreciation made later installments of payments valueless.
But they disregard the fact that many sales would never have
been consummated had it not been for expectations of further de-
preciation. The sales of 1791, perhaps, were not aided by such un-
patriotic calculations. But who will deny that later sales were
appreciably increased because of the anticipated lightening of the
burden of future installments of payments by reason of currency
depreciation? Loutchisky has investigated the purchases of na-
tional domains in certain districts. The increasing proportion of
purchasers among the urban bourgeoisie and the declining pro-
portion of rural purchasers, is significant.! Attention is here
drawn again to the ratio of monthly payments made to payments
due for purchases of land. It will be remembered that evidence
of the anticipation of depreciation was indicated as early as 1792.

Hawtrey, on the basis of the lack of support given to the loans
issued by the Government, concludes that savings were not avail-
able, and that the sale of lands, therefore, could not have been
successful. But is the assumption tenable that the failure of the
loans of a bankrupt and tottering government, is an unmistakable
indication of the absence of saving? Moreover, should allowance

.1 J’: Loutchisky, Ls Petite Propriété en France avani lo Révolution, pp. 92—95.
District of Laon: Bourgeoise bought 22.1 per cent “biens de premidre origine,” and
493 per cent of “biens de seconde origine,” '
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not be made for the new investments which the reduction of the
government debt would make possible? Marion takes an opposite
position in assuming that the vast payments required might con-
ceivably have been made, even if depreciation had not developed.
His error lies in failing to understand, first, that a large proportion
of the purchases were made on the expectation of depreciation,
and, second, that maximum laws, requisitions, wats, and inse-
curity deprived the farmers of the ability to make full payment
even when depreciation was not anticipated. The many defaults
that occurred when the Government attempted to collect the last
quarter “au cours” for sales under the laws of 28 Ventése 4 and 6
Floreal 4, are not without significance here.

What was actually received? Ramel and Stourm abandon this
problem in despair; Marion does not concern himself with it, It
is impossible to obtain a total for the different kinds of paper re-
ceived for the lands. Fortunately for the Assignat and Mandat
period, that complication is not serious, and, therefore, a respect-
able estimate is possible. I have collected the figures for the
monthly burnings of Assignats and reduced them to stable values.
Allowances were made for the receipts from sources other than
land. The interpolations frequently necessary in 1794 and 1795
detract somewhat from the accuracy of the figures. The results
from 1791 to November, 1795 are given in the following table.
The total burnings (1790 value) were goo millions; the nominal
figures were 2100 millions. From November, 1795 to March, 1796,
Assignats received from the sales of lands were almost valueless
because of the extreme depreciation; and the difficulty, with the
meagre information available, of distinguishing between sales re-
ceipts and receipts from the forced loan, seems insurmountable.!

1 By December, 1795 17 millions had been received for total sales of 29 millions
in the Department of Yonne. From December, 1795 to March, 1796 the remaining

12 millions received were equivalent to about 6o,000 livres in stable currency.
Ventes-Yonne, I, Introd,, p. clx.
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Mririons oF Livres

1708 1793 1793 1794 1795
Month Nom- N Nom- -
Nom- | Reat | Nom- | Real | NOU- | Real | Hom- | Real |Nom-|Ren)
January...| .. o {17 | 14 [ 20 | 13 | 40 | 20 | 28]
Tebruary..| 39 37 25 18 18 12 62 31 28 | 4
March....| .. .. 37 2% 21 1334| 62 28 28 | 54
April. ... 52 49 28 21 20 12 33 M| 27 | 44
May...... 37 | 334| 34 | 24 | 23 | 13 | 50 | 2t | 27|34
June. ..... 30 | 35%| 20 | =20%4] 38 | 18%] 50 | 20 [ 27|
Tuly...... 35 | 3t | 19 [ 13%] 41 | B | so | 20| 100

5
August...| 20 | 26 | 19 | 13%|' 31 | 134| 50 | 10}| 100 | 4
Scptember | 16 43| 19 13%| 28 12 50 1834| 100 | 3
October...| 26 23 26 18 29 12 33 134 95| 2
November.| 23 { 20 | 13 9 | 35 | 17 | 33 | 03| 95|:
December | 30 | 25%4] 12 8 1 a7 | 20| 33 okl ..

Totals..| 326 | 205 | 278 [32c0 |a4r | 175 | 546 | 225 | 655 |45

Nominal Total=2146, Real Total=g40.

Monthly figures for land sales are to be found in the Moniteur
or in the Parliamentary papers for all months up to 1794, except
July-September, 1792. In 1794 and 1793, reliance was placed
mainly on five official reports.

The sales of lands during the Mandat period, although con-
summated at unfavorable terms, contributed substantially to the
Government’s revenues. These contributions were made possible
by a series of retroactive and unconstitutional laws, culminating
in the law of July 25, 1796. The Government demanded the pay-
ment of the last guarter in Mandats “au Cours,” though the
Mandat then was quoted at 3 per cent. Thelast report obtainable
reveals sales of 547 millions and payments of 1586 millions up to
Jahuary 23, 1797 On the assumption that all these sales were
finally liquidated, the “au cours” payments would total 137 mil-
lions (stable value). Sales began in Floreal and Prairial, and the
first three payments were demanded in Prairial, Messidor and
Thermidor. Hence the value.of the earlier payments can be

' roughly estimated as follows:

! Recusil des Acies du Direcloire Extewdif, Vol, IV, p. y1a.
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Sales= 547 millions of livres.

Average value of Mandat at time of payments= 5 per cent.

Stable value of these payments=27.5 millions of livres,

Reduce by one-fourth (payment made “au cours” after the disappearance
of the Assignats) =6.9 millions of livres.

Net receipts=20.6 millions of livres.

The total receipts of 158 millions should be further reduced by
perhaps one-third to one-half to allow for the remaining payments
(““au cours”) made after the official termination of paper money
in February, 1797} By the Act of July, 1796, the Government
required four payments over a period of 16 months for the pay-
.ment of the last quarter on lands bought during the Mandat
period.

During a period of insecurity, of exploitation, and of adverse
public policy, the Government was able to withdraw from circula-
tion through land sales approximately 2 milliards of Assignats,
and over 1500 millions of Mandats. These withdrawals equalled
well over 1 milliard at their 1790 values when received. Consider-
ing the economic conditions, the difficulty of selling large quanti-
ties of land and the chaotic forces at work, I conclude that the
Government was moderately successful in disposing of its lands,
and that some authors have gone altogether too far in saying that
the land was practically given away. Moreover, a large propor-
tion of these resources remained unsold when the paper money-
fiasco ended; and land sales formed a not unimportant part of the
budget in later years.?

The objection may be raised that the Government received no
advantage from the sale of lands, since the Assignats thus received
were burnt; but, at least, the paper money later disbursed was
issued at a relatively higher value.

The three tables below, constructed from material in the local
archives, substantiate the above conclusion.

! This reduction is made because we ate interested in the effects of land sales on
the value of the Assignat.

% The budget of 1798 included so millions from land revenues and 20 millions
from sales. L. M. DeNervo, Les Finances Frangaises sous I Ancien Monarchie, etc,,
Vol, II, p. 287. The budget of 1806 called for xo millions, and the budget of 1808
for 45 millions, F. N, Mollien, M émoires &'sn Minisire, Vol. II, pp. 8o, 376. As

late as 1814, 260 millions of lands remained unsold. L. M, DeNexvo, Les Finances
de la Restguration, Vol, IT, pp. 72-73.



88 THE ASSIGNATS

A.. DeparTMENT OF YONNE (000’5 omitted)

.. Pri “Real”

Law d é‘n e‘;dll’li-?ctsn 'Estimation Pn.yrenent

Before 28 Ventose 4.0 s 20,754 4,840 4,990
28 Ventbse 4....... - ... 1,106 1,106 325
16 Bumaires..... . ... 6,297 342 328
Vendemaire et Brumaire 7. . . .. 1,706 1,500 1,706
Total, .. .. .evvrven ot 38,863 7,788 6,449

Three facts are worth noting:

x. The gold value of all payments equalled 65 per cent of the
estirnated value in 1790 — rather low estimates, it will be remem-
bered, in Porée’s opinion.

2. Sales before the Mandat period netted one-half of the esti-
mated value of all the resources and 8o per cent of “prix d’esti-
mation” of these resources.

3. Atleast 25per cent of the estimated values of all resources
were realized after the paper money régime.

B, DerarmvENT 0F VOSGES, Di1sTRICT OF REMIREMONT. INTROD., p. lviii
 Bims de Premiére Origine”  (o00o's omitted)

I l:rlx “:rix ety aid @&t
Vear d'Estimation™ d’Adjudication™ (Stable 8ﬂue) er Cent)
170% . sevunenns gr.5 176.6 84.2 02
| 7/ JH, B4 76.5 276 71.8
03« ernntans 1Ly 26,7 6.7 57
Ans I andIII . 33 13.3 1.2 38.5
Total, . . 1450 : 203.2 119.0 82
“ Biens de Seconde Origine”
Ans TY andIII. 520 144.1 8.7 6.6
Grand Total.. . w9 434-3 128y 65




LAND AND THE ASSIGNAT 89

C. DeparTueNT OF Voscrs. Distaicr or Epmvar. InTrop., p. Iaxi
¥ Biens de Premiére Origine”

i - N .
Year d’Estimation™ d’Adjudication” mll;c;nld (P:rtaeznt)
R 2703 SRR 168.7 241.3 113.3 70
1702, 00 0vnennn 13.8 24.3 7.4 54
1703 cvvrvans 10.I 55.6 15.4 8:
AnlIl......... 25.2 97.2 1.7 46
AnIII........ 103.4 3b6a.1 26.0 25
Total......... 330 780.3 174.3 52.8
“ Biens de Seconde Origine”

AnsII and TII. §7.T 104.2 15.7 27.4
Total......... 387.1 884.5 190.0 40.1

A comparison of the metallic value of the receipts and the “prix
d’estimation” in two districts in the same department indicates,
first, that there was an appreciable diversity of results even in the
same department, and second, that ‘“real” receipts for sales of
church and crown possessions compared quite favorably with the
“prix d’estimation” for sales until the middle of 1795. The re-
sults of the sales of the possessions of the Emigrés and Condemned
were not so advantageous.

Finally, one more table is of some value. The conclusion to be
drawn is that, for a constant area of land, a fairly constant amount
of money of stable value was paid between 1791 and 1796, regard-
less of the particular time of sale. Evidently, depreciation did
little harm to the revenues. A generalization on the basis of this
one department would be untenable, however.

VENTES-DEPARTMENT OF HAUTE-GARONNE, FP. 578579

Money Nominal Real
Hectares (oo,000 Price Values
Decree aald omitted) per Hectare per Hectare
May 14, 1700. .. ...t 5,456 7.2 1,075 73
June 3, 1793 and -

& Nivésea......... 45179 0.2 2,232 231
12 gnd 27 Praivial 3 ... 31o 31 1x,064 335
28 Ventése 4......... 803 2.3 1,328 208

————
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5. SUMMARY

Too much emphasis has been put on the theoretical difficulties
of land sales, on the too long deferred redemption of the paper
money through the sales of land, and on the alleged impossibility
that a land security could help support the valueof a paper money.
The position taken by Senior, Mill, Levasseur, Hawtrey, and
others was a natural reaction from the exaggerated hope and faith
placed in the land by the adherents of the Assignat system, and
by advocates of “land currency” in general. One may wonder
whether the critics have not pushed their case a little too far;
whether in their fight against the land fallacy, they have not fallen
into slight errors of exaggeration. Their discussions of monetary
principles are dissociated from the daily life of the Revolution,
from the intoxication with, and the penetration of, the land idea.
What did it matter to the man in the street that land-secured
papet money was not in accordance with the best paper money
traditions so long as a thorough system of propaganda and edu-
cation made him believe that the Revolutionary paper money
was not a replica of Law’s paper money of unhappy memory, but
was in reality “circulating land”. Few would deny the relation-
ship between confidence and the supply of money, and therefore
between confidence and the value of money.! No careful student
of the documents of the period can fail to see that much of the
confidence in the Assignats originated in their land security. A
reduction of the circulation resulted both from the increased con-
fidence and from the mechanical redemption through land sales.

The importance of the land for the retirement of the paper
money should not, however, be exaggerated. Even in France,
where the desire to own land was intense, the market was limited.

1 'There is little disagreement as to the importance of confidence. In the early
part of the 19th century, Thornton and others argued that an incrense in confidence
would he accompanied by an increase of money in circulation. Confidence was the
sine qua non for acceptance; but contemporary writers assume that the money has
been accepted. Bendizen contends that beligf in the paper money is necessary.
(F. Bendixen, Wahrungspolitik und Geldiheorie, p. 36,) Katzellenbaum is of the
opinion that there are no degrees of confidence. (S, Katzellenbaum, Russéan Cur-
rency und Banking, p. 30) Also see the interesting discussions in L. Mises, Di¢
geldiheorelische und geldrechiliche Seile des Stgbilisierungsproblems (especially p. 13),
Bartkiewiez's comments in: the Schrifien des Vereins filr Social Polilik, Vol, CLXX,
pp- 2671t and Chapter II of J. M. Keynes, Tract on Monclary Reform. :
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Sales of 4 milliards of lands in six years would have required on
the average about a third of the net income of the people. Under
such conditions, alienation could have been achieved only through
the tapering down of later payments by depreciation. Average
receipts of zoo millions (value of 17go) during the paper money
régime, and unknown large hoardings for later payments, testify
to the land hunger of the French and to the support given to the
Assignat by actual sales.

The German Government, i the last days of the circulation of
the mark, issued a new currency, the Rentenmark.! Secured by
land in a manner somewhat similar to the Assignat, it was a bribe
to the farmer without whose support the new money would not
have been accepted.? Limited in quantity and ably managed, the
Rentenmark maintained its value during the critical transitional
period. Hawtrey perceives little advantage in the security behind
it and attributes its success to the gold bonds in which it was de-
nominated.? The security was only an eye-wash, in the opinion of
Cannan.! Former Finance Minister Rheinhold describes the Rent-
enmark as ““money based on trust, money based on hope”.* Did
not the Rentenmark attain the success which the Assignat would
have, had it been issued in moderation?® Certainly, the denomina-
tion in gold bonds made little impression on Germany.

1 See J. Hirsch, Die deutsche W alrungsfrage, pp. 20-30.

2 H, Schacht, op. cit., pp. 83-87,

8 Hawtrey's “Review of Schacht’s Stabilisation of the Mark,” Ruyal Statisticgl
Journal, 1928, pp. 100-10I.

4 B. Cannan, An Economist’s Protest, p. 361.

5 p. P, Rheinhold, The Economic, Finoncial, and Political State of Germany since
the War, p. 24.

% The public was skeptical in theeatly days of the Rentenmark, That is evident
from the British Overseas Report on Germany, 1034, Ps 7»,



CHAPTER IV

MEASURES AND EXTENT OF DEPRECIATION

1. PrEVIOUs CONSIDERATION OF THE CHOICE OF A MEASURE

WrITERS on the Assignats are, in general, unconcerned about the
choice of a suitable measure of depreciation; they are prone to use
measures without consideration of the appropriateness of the
measure.! Often, they shift from one measure to another without
comment, even unthinkingly. Foreign exchange quotations, the
price of gold and silver, and scattered price statistics are equally
serviceable.

Jaurés, Bornarel, Illig, Hawtrey, and Falkner recognize the
presence of a problem.? The consideration given to this problem
by Jaurds and Bornarel, can be dismissed quickly. Jaurds recog-*
pizes that the depreciation varied with the three measures em-
ployed: commodity prices, gold and silver prices, and foreign
exchange quotations.? Bornarel, also, is aware that the extent of
depreciation was dependent on the particular measure used; it is
not a matter of indifference whether the price of commodities, or
the prices of gold and silver are employed for this purpose.*

Ilig, a German of the Knapp School, dogmatically refuses to
consider any measure of depreciation but the foreign exchanges.
“We recognize no rate for the Assignat but a sinking exchange
rate of ‘valutarischen’ money. It declined according to the rela-
tions which the provinces of France had with foreign countries. ”

! Y.evasseur, White, Stourm, and others.

2The authors of the “*Bullion Report,® confronted with an argument that the
apparent depreciation of the paper was but an appreciation of gold, discussed the
approprizteness of gold quotations as a measure of depreciation. Any careful reader
of the “Bullion Report'’ will agree that the Bullionists failed to prove that the de-
preciation of the paper was not partially an appreciation of gold, and hence that
gold quotations were a satisfactory measure of depreciation. E. Cannan, The Paper
Pound of 17971821, pp. 6-16.

37, Jaurds, Histoire Socioliste de la Révolution Francaise, Vol. III, pp. 325-326.

4F, Bownarel, “Etudie sur les Assignats,”” Lg Révohdion Frangaise, Vol. XVI,
P 1232,

02
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But two pages back, however, he attempts to demonstrate that
the exchange rates of Hamburg on Paris moved in close sympathy
with the course of the Assignat, and he employs the price quota-
tions of gold and silver to measure the value of the Assignat.?

Falkner deals with the topic in a more intelligent and consistent
manner than any other writer. He relies mainly on the Treasury
prices for gold and silver. The foreign exchanges, according to
him, do not constitute a reliable measure of depreciation because
the state of the exchange of goods and of the balance of accounts,
as well as the international credit situation, all reacted on the ex-
changes. Price statistics are the least objectionable gauge of de-
preciation, he thinks, if the requisite facts can be collated. Falk-
ner, however, criticises his measure: the exchange on gold coun-
tries reacted on the price of gold; the value of gold and silver was
affected by the hoarding of metals.?

‘The problem of the selection of a proper measure of depreciation
receives inadequate attention from Hawtrey in his chapter on the
Assignats in Currency and Credil; his failure to consider this prob-
lem, which detracts from the value of the chapter, is inexplicable
in the light of a contribution to the subject in an earlier essay on
the Restriction Period, later republished in Currency and Credis.
The particular index to be used, as well as the relative values of
the possible measures, concerns Hawtrey in the earlier paper.
He deplores the use of gold as a measure of depreciation during
the Restriction Period because the gold market was in an arti-
ficial state. The accuracy of the foreign exchanges as a measure,
is questioned; moreover, the gold points were unstable during
the Napoleonic Wars. Hawtrey even finds fault with Jevons’ price
indices; the commodities considered are of a limited range; price
increases of an inflationary character are indistinguishable from
those caused by scarcity; nor do the indices distinguish paper
from gold depreciation? Compare this acute summary of the dif-
ficulties to be encountered in the choice of an adequate measure —
as given in his contribution to the Economic Journal — with his

- . Y H. Illig, Das Geldwesen Frankreichs, pp. 7173

2 5. V. Falkner, op. cit., pp. 33-34-

3 R, G. Hawtrey, “The Bank Restriction of 1797, Economic Journ, Vol,
XXVIHI, pp. 62~63.
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failure to remind us of the presence of a problem in his chapter on
the Assignats,!

He jumps from one measure of depreciation to another without
comment. First, he employs the Treasury prices for gold and
silver; in 1793 and 1704, he alternates between the Treasury fig-
ures and the foreign exchange quotations. Now, he fails to make
an allowance for the movement of the gold points that accom-
panied the outbreak of the war with England. After the period of
maximum prices, he shifts without warning or comment to the use
of price quotations to measure the depreciation. Only a few stray
suggestions remind us of the more adequate treatment in the
earlier essay. Thus the increase in the value of the Assignat in the
latter part of 1793 is attributed partly to the decreased value of
gold. In his discussion of the depreciation of 1795, he tells us that
the rise of prices was proportionate to the increase in the price of
gold and silver, which is rather doubtful as we shall see. The util-,
isation of all three measures is not objectionable; but their indis-
criminate use without a caution respecting their unequal values
and the too easy movement from one measure to another, are to
be criticised.?

Contemporary writers, in some instances, discussed this prob-
lem in an indirect manner. Lavoisier said, “If one consults the
price of wheat, of meat, or of most agricultural products, of land
or of daily wages, it will be seen that the increase of their prices is
not nearly in proportion to what one calls the loss of the Assig-
nats.” He added that part of the loss was really a gain — an in-
creased value — of gold and silver.’a Condorcet, also, advised

1 R, Q. Hawtrey, Currency and Credit, pp. 243~249-

% Ferraxis and Wagner both criticise the English for not distinguishing between
Weriminderung and Enfwertung, The former is measured by changes in the price
level, and the latter by changes in the price of gold and silver. On the hasis of
Wagner’s study of Russian paper money, Angell eriticises him for not reconciling
both measures. However, even in 1868, Wagner already recognised that the agio
was a poor index of the changes in the price level; and, in his later study, he dlearly
shows the relationship of the two measures. C. F. Ferraris, Moneia ¢ Corse Forsoso,
p- 63. Also A, Wagner, Die russische Pogierwshrung, pp. v, 8o-82, 113-116; Theor-
eiische Sosiclikonomie, Part T, Vol. IT, pp. 6g6—vaz, Also J, W. Angell, Theory of -
Tniernational Prices, pp. 336-330. , ' : o

3 A, L. Lavoisier, De I Elas des Finoncss de Fronce au Premier Junvier, 17g2,
Ocuvres, Vol VI, pp. sor-502, '
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that price quotations be used as a measure because the prices of
gold and silver were subject to special influences.!

2. AN ANALVSIS OF THE PoSSIBLE MEASURES

A. The price of gold and silver: the Treasury tables.

The prices of gold and silver, most commonly employed as a
measure of depreciation of the Assignats, constitute the least de-
sirable measure.” The indispensable attribute of an acceptable
measure should be relative uniformity. As the Revolution pro-
ceeded, the metals were used less and less as an interhal medium
of exchange, and more and more for hoards and for remittances
abroad for the absolute necessities of life. The Government was
successful in its campaign against the use of gold and silver as
money, only at intervals —notably for an extended period
during the Reign of Terror. But the variable success of the Gov-
ernment, and the frequent changes in the functions of gold and
silver, detract from the trustworthiness of their Treasury values
as a measure of depreciation. The needs of the Government for
gold and silver continued to increase from 1791 through 1792,
largely as a result of the requirements for military payments (in-
cluding payments for subsistence and wages) at home and abroad.
Since the supplies of the metals brought to the market — at the
danger of one’s life frequently — were strictly limited, this ine-
lastic demand on the part of the Government bolstered their
prices perceptibly.

Hawtrey explains the apparent revival of the value of the Assig-
nat in the latter part of 1792 as a fall in the world-wide value of
gold. Was there a world market for gold? Hawtrey observes the
sustained bounty on the exportation of gold and silver from France
to England in the early years of the Revolution, which can be
measured by comparing the premium on the London exchgnges

L'J. Déb. et Déc., Vol. XLI, pp. 361264, also Condorcet, Discoursz sur ies
Fmances, Oeuvres, Vol XII, p. 13-

2 Tn the course of the debates on the selection of a suitable measure of deprecis-
tion for the construction of the local tebles, Lebrun proposed in behﬂf of a Com-
mittee of the Conseil d’Anciens to reject the use of the Treasury prices of gold and

silver because the Treasury’s willingness to buy gold and mlver at any price hnd ’
resulted in an increase in their value,
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with the prices of gold and silver in Paris, and he refers to the
greater depreciation of the Assignat in terms of gold and silver in
1795-96 that should have made necessary gold shipments from
Tondon to Paris. The existence of an appreciable premium on
gold over the gold exchanges for any length of time belies the ex-
istence of a world market. Gold in England was one thing; in
TFrance it was another.! In one country, it remained a medium of
exchange primarily; in the other, it became an instrument of spec-
ulation, a means of storing value and of remitting abroad. A
change in the value of the metals in England might or might not
have been accompanied by a parallel movement in France. Gold
for hoarding was stored almost irrespective of its market value; in
fact, market values were of significance in France only for the
small proportion of the total supply that was on the market, or
likely to reach it soon. Gold should have moved from England to
France in 1795-96 until the bounty disappeared if 2 world market
really existed; but France did not possess the means to purchase
the supply of metals necessary to obliterate the bounty. For the
bounty would have continued in spite of heavy shipments until
the monetary hunger resulting from the demonetisation of paper
(juristic or practical) was satiated. The varying impediments put
upon international movements of gold sufficed to destroy the
world market.

Speculation diverted much gold and silver from more necessary
employments; and speculation had great vogue at certain epochs
of the Revolution. The legal position of gold and silver changed
frequently.

Writers often maintain that the premium on gold is an excellent
measure of depreciation because changes in the value of gold are
soon reflected in the price level. My answer is— as far as the
Assignats are concerned at least — that too many factors influ-
enced the price of gold and silver without necessarily affecting the

1 The condition of the gold market in Russia from 1918 to 1922 was strikingly
gimilar to the condition in France during a large part of the Revolution. The author-
ities sttributed the very high value of gold in Russia before the introduction of the
Chervonetz to Russia’s economic isolation. The value of gold was determined by

{ts use as an insurance fund against depreciation. The Stale Bonk of the U. S. 8. R.,
1921~1926, pp. 26-28,
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price level in the same manner: speculation,! government pur-
chases, hoarding, and legal changes in the position of the metallic
money.? In my chapter on local depreciation I point out that the
depreciation was more marked in Paris than in the Provinces;
does that not furnish an additional reason for avoiding the use of
Treasury (Paris) prices of gold and silver?®

B. Foreign exchange quolations.

Although Illig alone proposes to place exclusive reliance on the
foreign exchange quotations as a measure, many writers use them
as a measure, supplementary to the Treasury figures, Chapter X
is devoted to the foreign exchanges during the Revolution; here I
consider only the appropriateness of the exchanges as an index of
depreciation.

For the more normal economic conditions before the Revolu-
tion the use of foreign exchange quotations would have been satis-
factory. The movement of capital in and out of France had been
negligible. Since the so-called invisible items may affect the
foreign exchanges independently, ie., without a corresponding
effect on price levels, a large proportion of such invisible items
may invalidate the use of the exchanges as a measure. The de-

! Maellarmé discounted the value of gold and silver quotations, hecause the specu-
lators were subject to moral pressure and personal danger. Arch, Parl,, Vol. LXV],
p- 72. One department refused to use the Treasury figures for gold and silver after
Mazxch, 1795, on the ground that the price of gold was determined by speculative
influences. P. Caron, Tebleaux, p. 65.

? W. Lotz observes that in the recent war, neither prices nor rents, nor wages
reflected the depreciation of the mark adequately, for the Government held prices
down. Gold would have been an acceptable measure if the Government had not
interfered with the gold market. Die denische Siaalsfinanzwirtschaft im Kriege,
PP, 29-30.

3 Schmidt errs in his statement that the Treasury quotations for gold and silver
were based on transactions — sales of land, and the like — between individuals.
(The basis of the Treasury tables is analysed in this and in the next chapter) A.
‘Schmidt, Paris pendant lo Révolution, Vol. I, p. 229,

4 Ricardo was not satisfied with the forsign eschanges on all oceasions: “I do
not mean to contend that & convulsed state of the exchange such as would be
caused by a subsidy granted to a foreign power, would accurately measure the
value of a currency because a demand for bills atising from such a cause would not
be in consequence of the natural commerce of the country.” Lefters to Malthus
(VII). Several contemporary writers deprecate the use of the foreign exchanges
as a measure of depreciation during war times. M. Fanno, Inflazione Mometoria
& Corso dei Combi, p. 101.
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crease of foreign trade, accompanied by an increased exportation
of capital, which resulted both from the harsh policy toward the
Emigrés, and from the lack of confidence in the Revolution, re-
sulted in an increase of the relative importance of the invisible
items and detracted from the usefulness of the exchanges as a
measure of depreciation!

The danger of famine in France necessitated heavy purchases of
food abroad. These purchases have been exaggerated; but they
did, nevertheless, have a disastrous effect on the exchanges: Even
with relatively unimportant purchases the exchanges depreciated.
It was difficult to procure foreign exchange in Paris at o time when
French exchange could serve no useful purpose? High prices are
generally accompanied by reduced consumption; but the Govern-
ment resold the subsistence at prices much below the high level
required by the depreciated exchanges. Even rationing did not
bring an adequate curtailment of consumption.

The demand for French commodities suffered from the disor-
ganisation of industry that resulted from the wars and the Revo-
lution; but the demand for French exchange and commodities was
still further reduced — practically destroyed — by the system of
mazimum prices below market prices, and the restrictions on ex-
ports which this rade necessary. A free export system under such
conditions would have deprived France of most of her supplies,
already scarce. The corrupt policy of the Terrorists toward
foreign creditors also contributed to the depreciation of the ex-
changes. The presence of these forces that exerted a peculiar in-.
Buence on the exchanges with little or no repercussion on the price
levels, makes me doubt the advisability of employing the foreign
exchange quotations for the purpose in hand.?

! These and other points in this chapter are claborated further in Chapter X.
? Boissy d’Anglas told the Convention in January, r7os that the Government

.hud been gble to buy only 2 million quintals of wheat (ahout 3o million livres in

metallic value) in the previous 23 months. J, Déb, et Déc., Vol. LXVII, pp. 220-222.

Wagner iz critical of the employment of the prices of either the precious metals
of the foreign exchanges as measures of depreciation, He refers to the premium
oneither a5 an agio, although he is aware that differences may emerge, Of special
significance is his contention that the supply and demand for the precious inetals

In large part determines the aglo. A. Wagner, Dée russische Papierntiirung, pp.
8590, x19~116, . .
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C. Price indices and price quolations.

Although an index number of prices for the French Revolution
does not exist, the material for the construction of such an index
can probably be found in the archives of France. A few writers
have employed random price quotations as an indication of the
extent of depreciation.

Of how much value are the price statistics of the French Revo-
lution? The system of weights and measures was complicated and
confusing and has many pitfalls for the unsuspecting. Price quo-
tations varied widely not only in different departments, but in dif-
ferent markets in the same department, and even in the same dis-
trict. Changes in quality, as is to be expected in a period of eco-
nomic disorganisation, were so great from year to year that a con-
sideration of certain commodities in 1790 as the same commodities
in 1793, is scarcely justifiable. Market prices were often fictitious.
Sales were-often consummated at the homes of the farmers at
prices considerably higher than market prices.

This is an appropriate place to point out a frequent error made
by writers on this subject. Falkner, for example, in attempting to
account for the formidable increase in the price of bread in Paris
in the post-maximum period, contends that the people of France,
faced with a decrease in the supplies of the more important com-
modities and a reduction of real wages, had to readjust their budg-
ets and to spend a larger proportion of their incomes on bread! (I
dwell in Chapter VI on the nation-wide scarcity of all products in
1795.) Falkner is not justified in generalizing from conditions in
Paris, for the people in the Provinces consumed less bread than
ever. Paris consumed more bread in 1795 by virtue of the gener-
osity of the National Government; the Provinces consumed less'
bread, because they received no such generous subsidies. But the
main point is, however, that from the abrogation of the maximum
laws in 1794 until early in 1796, the Government purchased pro- -
visions for Paris (bread, in particular), and the prices quoted by
Falkner, Levasseur, and others are the prices of the market, i.e.,
. the prices of the surplus remaining after each inhabitant had re-
ceived his dailypittance ofone-half,one, or oneand one-half pounds

L 8. V. Falkner, ap. cit., pp. 53-56. ‘
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of bread from the Government at close to maximum prices. The
relatively high market prices were therefore of secondary impor-
tance. This difficulty indicates another obstacle to be faced in the
construction of index numbers. If it is remembered that the mar-
ket price of bread pertained to but one-third of the total sales, and
that the remainder sold at prices little above the former maximum
prices, the increase in its price will not seem so alarming.

During a period of controlled prices — and control extended be-
yond the eighteen months of the so-called maximum period — the
value of index numbers is doubtful. The consumer was forced to
readjust his budget, with a resulting diminution of satisfaction.
The inclusion of prices reduced by the maximum system results in
a low price index; and this result is misleading because the total
purchasing power of the citizen’s money income was reduced by
the compulsory hoarding of part of it that ensued! The increased
purchasing power of the Assignat was a reality for the Government
but fictitious for the consumer in so far as the system of rationing
resulted in the forced hoarding of Assignats.

One might insist that by the value of money we mean the value
of each unit. Hence if the price level falls, the value of money has
increased, regardless of whether the public is now prevented from
disbursing all its money. I do not object to this usage, but merely
insist that the significance of changes in value would be distinctly
limited. An increase in the value of monetary units that are dis-
bursed when disbursements are hampered by peculiar economic
conditions and especially by official interference, should be con-
sidered in conjunction with the number of units disbursed. If the
average individual profited from the reduction of prices in 179394,
he also was deprived of the advantage of disbursing his money as
rapidly as he wished, and in the difficult period of 179394, the loss
was much greater than the gain, I would prefer to say that the
value of money fell. :

Many other perplexities arise. An index number fails to distin-
guish between the increase in prices due'to increased issues of paper

1 Terhalle, in & recent study, says that maximuym prices are not prices in the
usual sense, for there is no * Ausgleich” of supply and demand. F. Terhelle, Freie
oder Gebundene Preisbildung, p, 83. ‘
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money and that due to decreased production. This is a problem of
capital importance in the present case because of the unparalleled
disorganization of the normal economic processes! A readjust-
ment of private budgets accompanied by a reduction of the con-
sumer’s total satisfaction ensues; and thismay not be registered by
an index number. (If the index number is based on weights that
are changed with changes in consumption, it will not fully measure
the reduction of satisfaction. If the weights are not changed, the
increase in prices is exaggerated. There were acrimonious debates
on this subject during the recent war.)

There are more of these miscellaneous difficulties. The use of
the Assignat for the payment of taxes, 2 field of employment in
which the Assignat passed at its nominal value practically through-
out the Revolution, is not considered in the construction of an in-
dex number. The increase in tax assessments lagged far behind
that in the pricelevel. Nor does a general index number include a
consideration of the relatively lucrative employment of Assignats
for rent payments.

All measures have serious shortcomings. Although the price
indices and price quotations have many theoretical and practical
deficiencies, they indicate in a tolerably accurate manner that the
Assignat bought more or less of some designated commodities, We
are primarily interested in what money will buy. The necessity of
hoarding paper as a result of control is a practical objection that
does detract from the value of price indices and price quotations
especially during the period of the maximum proper; and changes
in the quality of the commodities is another practical objection.
‘The change in the character and quantity of production is of sig-
nificance only when we attempt to explain the depreciation. Since
the French expended so large a proportion of their incomes on
bread, the price quotations of bread or wheat may furnish a toler-
able substitute for the more comprehensive study of prices, made
difficult by the dearth of statistics.

The prices of gold and silver or the exchanges constitute meas-
" ures of doubtful validity because, being subject to independent

1 Tn Chapters VII and VIII, below, I consider the problem of the supplies of
commodities and the more comprehensive subject of the demand for money,
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forces, they move independently of the price levels. The sym-
pathetic movement of the prices of gold and silver and of commod-
ities was not striking; and the same observation holds for com-
modities and foreign exchanges. Although the exchanges and the
prices of gold and silver, as well as the prices of commodities, were
affected by the issues of Assignats, the former were also subject to
independent influences that would make a substitution of either of
them for the prices of commodities undesirable.

3. EXTENT OF DEPRECIATION

Although the foreign exchanges were noticeably depreciated in
1790—91, and an appreciable premium on gold reflected an appar-
ent depreciation of paper money, little evidence is available that
prices moved upward perceptibly during these two years. The
failure of prices to increase gives signal proof of the inappropriate-
ness of the exchanges or the prices of metals as measures of de-
preciation! When money in terms of commadities maintains its
full value but depreciates on the less important gold and foreign
exchange markets, there has been no true depreciation of money
in my opinion. One might insist that the value of money is an
average of its value in all its uses; but he would find only an inap-
preciable depreciation in 17go—91.

Whereas complaints of high prices were infrequent during this
period, emphatic protests were entered in 1792-93, years of increas-
ing prices. The populace had not yet learned to take its price in-
creases as 4 matter of course. Evidence of the stability of prices
in 1790—gr is available. The price of subsistence in Chaumont re-
mained unchanged throughout 17912 The consumers of fuel in
Paris paid the same prices throughout 1791922 The wood mer-
chants, in fact, had to contend with a concerted movement for the
reduction of the price of fuel.* Public and market sales of grains
were at a lower price in 1791 than in 1790.5

- Y Jaurss points out that prices began to incresse in 1702. J. Ju,urés Histoire
Socialiste, Vol. I1, p, 250.

% Les Subsistances en Céréales dans lc District de Clmumont Collection de Docu-~
ments Inédlts Vol. I, p. 301.
3G, annyme, *Le Cont de Iz Vie & Paris & diveraes Epoques,” J mmxal dela
Sac:ﬂé de Stalisiigue ds Paris, Vol, XXXVII, p. 380.
4 Actes de la Commune de Poxis, 2d senes, Vol. IT, pp. 53~56, 627, 727-728.
'S Ibid., Vol. VI, pp. 454-463.
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The price increases of 1792 were caused by the decreased de-
liveries to the markets and the anxiety to buy large quantities
when unmistakable signs of war appeared.! Parliamentary debat-
ers now began to concern themselves with the problems of subsist-
ence and high prices. The high prices of colonial products in the
early months of 1792 occasioned some dangerousoutbreaks. With-
out doubt the ferment in the Colonies contributed to the scarcity
of Colonial products.? Raw materials, in particular, suffered ex-
cessive price increases in the first few months of 1792. The price
of a quintal of raw cotton rose from 120 to 4go livres® There were
large increases in the price of wheat, both in Meulon* and in Chau-
mont.® The price of wheat varied from 734 livres to 1834 livresin
different sections in the year 1790; normal conditions had not been
reestablished in 17go. Hence the abnormal increase in 17792 is not
fully reflected by a comparison with 17go. In December, 1792
the price of wheat ranged from 26 to g8 livres.® The price of eggs
doubled in the northern sections of France.”

Prices continued to increase through the first half of 1793; the
signs of depreciation were unmistakable. A grave outbreak in
Paris in the latter part of February was brought about by the high
prices of spices and other commodities® A coat estimated to be
worth go livres in 17go, was on sale for 180 livres in 1793; and the
market price of a measure of cloth that cost but 36 livres in 1790,
was 180 livres in 1793.° The price of bread had increased from the
normal level of 3 sous to from 6 to 12 sous in May, 1793, and a
pound of meat was 334 times as costly as in 1790 In May the

% Thus the authorities of the Section of Lombard in Paris commented on exces-
sive purchases in the first three months of r792. Actes de la Commune de Parls,
2d senes, Vol. VIII, p. 105.

2 Arch. Parl., Vol. XXXVII, p. 614.

3 Ibid., Vol. XXXVIII, pp. 678-679; Gower, the British Ambassador, commented
on the incrensed prices for raw wool. O. Browning, The Dispuiches of Earl Gover,

144.

P P Caron et L. Raulet, Le Comité des Subsistances de Meulan e P4 pprovisione-
ment de Paris, Commission de Recherche, 1997, . 63. .
5 Jev Subsistances en Céréoles dans ¢ District de Chaumani, Vol 1, p- 399-
& Monitenr, VoL XV, pp. 294~205, L. Blollay, Les Prix en 1790, pp. 86~zcz.

7 1. Biollay, ap. cit., p. 176

8 E. Biré, Journal d’zm Bourgepise, Val, I, pp. 6472,

9 E. Biré, Paris pendont lo Térrenr, p, GL.

0 37, A, Taine, The qu:h Revolstion (Translation by John Durand), Vol. I]I,

pp. 365-368.
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Government undertook an investigation of the high prices and
scarcity of meat.! F. Dianyere, an agent of the Minister of In-
terior, reported the following prices for June, 1793:

DEPARTMENT OF ALLIER
Prices in 1780  Pricea in 1703

Bread......oovveveiniiiniiinniianaes 2.3 8. 5s.
WD, s v v vrerinrassennenneraiiensns 40 L 130l
Meat, ..o cevvirnimciinrineraerarenns 6.7s, 15s.
Candles. . .... e rediar s renaes 3 s 208,
Wool, .. eeiiieieiiii i 20 s, 65 s.
EfES.eeveivierininrinnrorarisnnnnnes 94s. 18s.

The average increase was 214 per cent.

A survey undertaken by police agents revealed that the price of
wine — an important item in every Frenchman’s budget — had
increased from 35 to 64 sous within the first 5 months of 1793.2 A
municipal decree guaranteed the Parisian bakers against any
losses incurred in the sales of bread at controlled prices. Perridre,
an agent of the Minister of Interior, attributed the increase in the
price of flour from go to 140-150 livres to that imprudent policy.?
In September, 1793 Rolin announced prices for Paris as follows:#

Prices in
Prices in 178¢—po6 September, 1793

Butter (salted) ......c.oovvvevnin. 13345, 28s.
Butter (fresh) . ..cociiiieninerinnnnnns 145, 354 s,
Meat.....ovvrerrannrnavntnneanens 8s. 108
Veal, .. cvivivvirernrninsrinesinansn 65, 2434 s
FObBACEO. . vt vernenraeiranernarianans ? 48, 6o, 8os.
Sugar.......... Ctersrraterasetrarete ? 51, 108,
Coffee. ... .ovveinninnierniaiinenss xl, 148 41,158,
EEES. . v vrrvnsrrnsartvarensasrsnons 158, al, 108,
0T ? 3L, 5.
Candles.......... i e s irereaaes ? 2l, 48,

The agents of the Committee of Public Safety informed that Com-
mittee of increases of 8o per cent from May to September in Gers
and Landes®

L Pracés-Verbauz des Comités d' A griculture et de Commerce, Callection de Docu-
ments Inédits, Vol. IV, pp. 86-87. This work will be referred to hereafter as P. V.
A% et Com.

A. Schmidt, Tableans de la Révolution Frangaise, Vol. I, p. 287,
8 P, Caron, Paris pendant la Térreur, Vol, I, pp. 8-11.

* Ibid., p, bo.

B T have collected prices for 1780~17g0 whenever possible from Bmﬂa.y, Young
(Trauets) and d'Avenal (Histoire Economigue, elc.).

& Recueil des Actes du Comité de Sahui Public, Vol. VI, PD. 435430, Thxs refer-
ence will be given as C. P. S. hereafter.
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The unparalleled price increases of 1792 and 1493 were in large
part the cause of the introduction of a maximum for grains in
May, 1793, and of a general maximum, as well as an improved
maximum for grains in September, 1793. The maximum prices,
which bad been constructed on the basis of prices in 1790 with
an increase in general of one-third over the pricesin 17go, endured
with some modifications and many violations until December,
1794. In Chapter VI this period is considered in detail. As might
be expected, commodities not subject to the maximum suffered a
disproportionate increase in prices! The surplus of purchasing
power made available by the system of price control and rationing
had few other outlets. Land purchases wereinadvisablein a period
of terrorism and insecurity, and hence a potential employment for
the Assignats was lost.

Because I have been unable to procure the material with which
to construct an index number of prices for the Revolution, I have
to be content with irregular price statistics and a more regular
series of grain prices for the District of Bergues. The material for
the price of wheat in the District of Bergues (Département du
Nord) was taken from the reprint of the documents pertaining to
subsistence for the District of Bergues? In Chart 1A, I compare
the price of wheat in Bergues with the value of the Assignat ac-
cording to the local tables of depreciation of the Département du
Nord and with the Treasury values of gold and silver. The price
of wheat did not increase nearly as rapidly as a consideration of
the local tables or the Treasury table alone might lead one to ex-
pect. Even for 1792 and 1793, the curve representing the price of
wheat did not ascend as rapidly as the other two curves. One
should keep in mind the preponderant importance of bread in the
French budget. Does not the higher apparent depreciation ex-
hibited by the Treasury tables once more warn us of the fictitious-
ness of the depreciation reflected by the prices of gold and silver?
The low prices for subsistence represented at the lower left of the
chart resulted of course from the maximum, and are misleading

1 ¢, A. Dauban, Paris en 1794 ¢ en 1795, Pp. 138-130; P. Caran,Paris pendontla
Térrenr, Vol. II, p. 310. )
.2 Ies Subsistances dans le Disirict de Bergues pendant la Révolution, Collection de
Documents Inédits,
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without a consideration of the rationing that accompanied the low
maximum prices. The few quotations of the post-maximum period
also reflect a considerable lag in the upward movement of the price
of subsistence.

Prices after the maximum period soared more rapidly. In the
next chapter, I discuss in more detail a comprehensive survey of
prices undertaken by the agents of the Committee of Public Safety
in March-April, 1795; here I present merely a summary of my
analysis of the survey.! ‘ ,

" COMPARED T0 1700

Relative value of all prices in 33 departments,....... 758 per cent
Relative value of the prices of food. .......... Cerens 819 per cent
Relative value of the prices of raw materdals. .. ...... 770 per cent |
Relative value of the prices of clothing....... veeens 640 per cent

! Une Enquéte sur les Prix aprés la Suppression du Moximum, Commission de
Recherche, 1910, DP. 7134, 305-412. .
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Price statistics are more easily obtainable for the period after
the maximum; in particular, the police reports of Paris, edited by
Aulard, Schmidt and Caron, the documents pertaining to subsist-
ence for the Department of Eure and the District of Versailles,
and a few miscellaneous works contain some information. An in-
dex number for this period, however, can be at best only patch-
work. Quotations for some commodities are only sporadic; we can
collect a relatively complete series for a few commodities. A dif-
ficulty already referred to — the presence in Paris of a free market
for a small proportion of the bread supply, coexistent with con-
trolled prices and rationing for the major part —is not easily dis-
missed. Almost universally, the police and the editors of docu-
ments quote market prices only; but at least for bread, the munic-
ipal price is of greater significance. A solution of this problem is
to weigh according to the proportions of the total supplies con-
tributed by the Government and by the market. The Govern-
ment probably contributed two-thirds of the total bread supplies
at three sous a pound.! An estimate is more difficult for meat
because the Government was less solicitous about providing it.
(A promise of one-half pound of meat every five days for each
person had been made, but its faithful execution is doubtful; the
army was consuming most of it.) Only an uncertain surplus was
available for Paris.? Because of the needs of the army and the dis-
orders in the West, the importance of meat in the Parisian’s
budget had been materially reduced. A rough estimate of equal
sales by the Government and by private dealers is assumed here.
Each of the commodities used, namely, eggs, potatoes, soap, fuel,
butter, meat (beef, veal, and pork), and bread, were given o
weight of one except that bread was given a weight of three, and
the three varieties of meat a combined weight of one, The results
are given below. The price system was relatively unstable for 2
few months after the repeal of the maximum laws; the first reac-
tion to freedom was a spectacular rise of prices.

-1 The Government was contributing 1300 sacs daily, ebout two-thirds of the
total sales. J. Déb. e} Déc., Vol. LXXX, pp. 364-365.
% Fermon told the Council of 500 early in 1706 that the Government was huying

goo oxen (weighing 150 pounds), 450 lambs, and 135 cows daily for Perls, J. Déb.
et Dis., Vol. LXXX, pp. 364-365. ;
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BasE oF 1700

Monthly
(Avera, I;rffa Of'ﬁfliom'
Index pumber f%om SO5 Qatations

1795 January..............l 580 555
February...........co0000e 510 588
March....oooviiiinennns 720 714

Aptl. .. iiiiieienan, 900 866

May. . .ioeeniarirniiananens Inadequate data 1,333

June. . cioveiiiiiiiiin 1,310 2,575

July. . oo 2,180 3,150
August........ooiiiennenn. 2,710 3,237
September. . ......c0000hnl 3,100 4,430
Octaber. . ovveveiiiiiinnns Inadequate data, 5,616
November................. 5,340 12,025
December., ....ccivviinnne 12,990 16,475

706 Jamuary........c.oiioieene 11,320 24,060
February.......vooiiivnans I0,I00 eieens
March. . ... .icieinvniaanns 38850 ...

Commodity prices increased at a more rapid rate than the prices
of gold and silver. My study of the survey of the Committee of
Public Safety in the next chapter verifies this point. After an ini-
tial period of dislocation, however, the gold market began to set
the pace once more. The lag in the upward swing of gold and silver
in the first few months of 1795 is not as apparent here as in the
data presented in the next chapter. The doles of the Government
to Parisians kept down prices in Paris.

Because the local tables of depreciation were not constructed in-
dependently of the prices of commodities, they give a more ade-
quate picture of depreciation. In the next chapter, devoted to an
analysis of the local tables, I compare their values with those of
the Treasury tables; and, as is to be expected, the Treasury tables
reflect a more rapid depreciation. The local tables moved more
sluggishly because the prices of commodities were included.

4. NoTtE oN TrEASURY TABLES

In what manner were the Treasury tables constructed? They
have been the most commonly used measure of depreciation —
Levasseur, Gomel, Caron, and Hawtrey avail therselves of them
— and yet nowhere has an attempt been made to analyse them.
In some instances, writers assume that the Treasury figures are
price quotations for gold and silver, The tables are prefaced by a
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note inserted by the Government whlch sheds some light on the
question.

“These quotations are estabhshed from August, 1789 to June,
1791 according to private notes; from July, 179t to December,
1792 according to purchases of numéreure on the part of the Treas-
ury; from January, 1793 to February, 1794 according to negotia~
tions of paper made at the Treasury; from March, 1794 to May,
1793 according to private notes; from May, 1795 to October, 1795
according to the quotations given by the bankers named by the
Committee of Public Safety; from October, 1795 to March, 1796,
according to the certificates furnished by the agents of exchange
named for this purpose.”

Bailleul, a contemporary collector of price statistics, published
a gazette that contained several price series for the period of the
Revolution.! In the chart below, I compare the price of gold as

0 _—t—iTie Pecr o Go
1]

i ﬁ I i f ]
Cuaur No. 8

Lg Bmlleul Tableass Complet de Vnkur des Assignaie, da Mandates, das Remi)-
tons, elc., eloy 11thed. .
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given by Bailleul, with the values of the Treasury tables, The
agreement of the two series is close for the first period as given
above. The “private notes” referred to by the Treasury were prob-
ably the market quotations for gold. The market price of gold,
according to Bailleul’s figures, was higher than the Treasury values
for the second period. (In this period, the Treasury figures were
admittedly for public purchases of numéraire.) The reason for the
discrepancy probably lies in the more advantageous terms on
which the Government purchased the metals.

In the third petiod (January, 1793-February, 1794) the Treas-
ury quotations fell more rapidly than those reported by Bailleul.
The discrepancy was greatest in the second half of 1793. What
was ‘“paper negotiated at the Treasury”? Probably bills of ex-
change. The Government attempted to dispense with the use of
gold and silver during this period with the result that purchases
of gold and silver were curtailed and even discontinued at inter-
vals. (See Chapter VII.) The Treasury required a medium ac-
ceptable abroad to pay for the indispensable foreign purchases. It
had attempted, but unsuccessfully, to carry through a policy of
economic isolation. Unfortunately, foreign exchange quotations
for the Reign of Terror are scarce; but I have been able to procure
the quotations on Béle. The Treasury tables give less favorable
quotations for the Assignat than do the Bale quotations. However,
the difference between the price of gold and the Treasury figures
is appreciably greater than the difference between the Treasury
figures and the Béle quotations. The French exchange probably
fell more disastrously in other foreign exchange markets at this
time than at Bale. _

The two series give almost identical values for the last three
periods. With the exception of one period when the Treasury
tables were probably based on the foreign exchanges, they were
apparently based on the prices of gold and silver.



CHAPTER V

LOCAL DEPRECIATION

1. INTRODUCTION

Ax anavvsis of the department tables is of importance! The
Treasury figures of depreciation, based largely on the price of gold
and silver in Paris, are significant and useful. An average of the
department tables, however, may often be substituted with better
results. An investigation of these local tables reveals an incredible
degree of variation between the different departments.? Because
the area of France was small, these variations are surprising.? How
to account for them? They might, of course, be due to the man-
ner in which the tables were constructed and hence be fictitious,.
But the value of the Assignat may actually have varied from de-
partment to department. Difficulties of transportation, actual
and artificial, are probably relevant considerations. It will be nec-
essary to test both hypotheses.

The local tables of depreciation were proposed in order to re-
duce the confusion and inequalities that spread into private trans-

1 T am greatly indebted to M. Caron’s recent republication of the original tables
of depreciation. The French writers have not analysed these important and inter-
esting tables. The value of my study would be considerably enhanced by a perusal
of the departmental archives. They contain much information, as yet untouched,
on the method of constructing these tables,

2 An analysis of the tables, in which an attempt will be made to explain the dif-
ferences in the local values of the paper money, will constitute the second part of
this chapter.

3 The British Board of Trade recently reported that the price of a loaf of bread
of twe pounds varied from 4d. in London to 7d. in Bradford, *First Report of
Royal Commissian on Food Supplies, 1923,” 164. Pribram comments on the ex-
treme local variations in Germany during the recent war, K. Pribram, * Zur Entwick-
lung Lebensmittelpreise der Kriegszeit,” Archiv filr Sozialwissenschafi und Sozial
Politik, 1916, pp. 794-795. Alsa see a review of the United States Bureaun of Labor
study on “Prices in Belligerent Countries during the Early Months of the War.”
Economic Journal, 1916, pp. 126-127. - .

Apparently depreciation was much more advanced in xorg in the Syrian and
Arabian Pravinces of Turkey than in Constantinople. *‘Financial Position of
Turkey,” Board of Trade Journal, Maxch 18, 1920, .

p2 44
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actions. In Chapter IX the origin of these tables is discussed in
some detail. On the request of the Central Government, the local
authorities prepared tables of monthly values of the paper money.
The object was to provide a basis for reducing paper money obli-
gations to metallic equivalents.

2. CONSTRUCTION OF THE TABLES

Each department was advised of the Treasury values of gold
and silver. The officials of each department were also to collect
information on the prices of land, of food, and of merchandise, and
the local prices of the precious metals. These five series of price
quotations were to form the materials out of which the local values
of the Assignat and Mandat were to be constructed.! The period
covered was from 1791 to 1796.

Was it advisable to include commodity prices during the maxi-
mum period? The short procés-verbal accompanying each table
reveals that in at least two departments price quotations of com-
modities not sold on a free market were excluded.? The inclusion
of those quotations for lands, food, and commodities which were
not controlled, was advised by the Central authorities.® The prob-
lem of deficiencies of the different measures of depreciation is dis-
cussed in Chapter IV. Here the question whether controlled prices
should be included, arises again.

A system of maximum prices and rationing induces a forced re-
adjustment of the consumer’s budget and a forced inactivity of
part of his purchasing power. The inclusion of the prices of con-
trolled commodities resulted in a somewhat mythical increase in
the value of the monetary unit, and therefore one may question
the value of some of the final department tables. The significant
difference between the Treasury values for gold and silver and the
average of the values of the 83 departments, is evident from a
graph in the next section. The considerably higher depreciation
reflected by the Treasury figures, as well as the imposing differ-

1 Lois et Résolutions Compleies sur les Tronsoctions, p. 4.

¥ P. Caron, Tableaus de Dépréciotion, Cammmwu de Rechercha et de Publication
des Documenls, pp. 64-63, 419.
3 Lois et Résolutions Completes sur les Transactions, p. 4.
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ences between departments, makes me doubt Caron’s conclusion
that the department tables were based very largely on the price of
gold and silver in Paris!

The local tables were not designed to make adjustments for the
changes in the value of the paper money caused by the peculiar
market conditions during the Revolution. How far controlled
price quotations were used by the local authorities is problemat-
ical. Two departments confessed to their exclusion; the others re-
mained silent on that point. The directions of the Central Gov~
ernment to include only commodities on a free market cannot with
any certainty be interpreted to mean that the controlled ones were
in fact excluded. Obedience to orders of the Central Government
was often sluggish.

The price of gold was depressed appreciably by the official prop-
aganda and violence during the Reign of Terror. The value of the
Assignat in gold and silver was increased thereby. Therefore a
diminution of the difference between the Treasury curve and the
average local curve should have resulted from the rise of the former
in 1793-04. Perhaps the failure of the curves to converge in
1793-94 can be explained by the continued inclusion of commodity
prices in the construction of the local tables; for commodity prices
were now depressed by the maximum (1793-94).

The inclusion of controlled prices may be criticised, but their
exclusion would have resulted in a meaningless measure of depre-
cation. Many of the most important commodities were not sold
freely during the Revolution. The failure to consider these vital
commodities, therefore, would bave resulted in a considerably
higher depreciation, for the surplus of purchasing power was dis-
sipated to some extent on non-controlled commodities. The con-
trolled commodities were depressed in price and rationed. Alarge
surplus of purchasing power was available for the uncontrolled
‘commodities. An index constructed without consideration of the
price of bread and meat, can scarcely meet the test of accuracy or
adequacy. Nor was control restricted to the maximum period.

The local ecanomists appended a short procis-verbal to each
table which almost invariably was of little value. The authorities

1 Tobleauz, Introd., pp. Ixi-lxdl,
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of the departments of Somne, Hérault and Calvados alone at-
tempted to disclose how they prepared their tables.

The prices of food and of merchandise (uncontrolled), of land,
and of gold and silver, formed the materials out of which the tables
of the Department of Somne were constructed. The authorities
considered the prices of wheat (in its free course), of wool, wood,
and meat, and of all other products habitually used.!

The Department of Hérault provided the Government with
more complete information. The leading business men contributed
the necessary information; they assembled many of the price
quotations, notably those for wheat, wool, copper, sugar, dra-
peries, cloth, and cotton. The communal authorities supplied the
prices of many food products. The procés-verbal was silent on the
exclusion of restricted commodities, Thelocal officials commented
on the excessive depreciation of the Assignat in food products, on
the moderate depreciation in merchandise, and on the scant de-
preciation in land.?

The procés-verbal of the Department of Calvados was the most
valuable. To obtain quotations for land, the investigators con-
sulted only private sales. They objected to the use of public sales
because such sales were often non-competitive, and because the
conditions of the public contracts varied too much to be service-
able. Since the local quotations of gold and silver were combined
with the Treasury quotations, the metallicfactor received a weight
of but one-fourth instead of two-fifths. They excluded quotations
for wheat, barley, and rye, on the grounds that they had never
been sold freely. Quotations for Colonial products were omitted
because market conditions were abnormal in the Colonies. Data
provided by the Treasury (the prices of gold and silver) and the
rates on Blle (foreign exchanges), sufficed for the maximum
period.3

Another aid may be invoked here, The Committee of Public
Safety, perturbed by the catastrophic increase of prices that fol-
lowed the abrogation of the maximum law, ordered agents in each

1 Tableaus, p. 419.

2 Ikid,, pp. x7x-175.
3 Tbid,, pp. 65-67.
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district to compare the prices in 1795 of a large number of com-
modities with those for x7go. Catron discovered in the National
Archives the results of this survey for 170 districts, the equivalent
of two-sevenths of all the districts. Seventy of the 86 departments
were represented by 1 or more districts. Caron has rendered a
great service in reprinting these documents for 5o districts in 35
departments.! I have attempted to analyze the returns of r dis-
trict in each of 33 departments in the hope that such an analysis
might shed further light on the local tables of depreciation.,

The original survey dealt with 50 or 6o items. I have used in alt
1gitems. An attempt has been made to choose so that the result~
ing index number might be both a fair sample of the whole and
representative of the objects of expenditure of the average French-
man. Three classes of items were selected:

1. Food, etc. II. Clothing HI. Raw Materials
1. Wheat 11, Ordinary broadcloth 14. Wood, at capital of district
2. Rye 12. Hats, ordinary 15. Coal
3. Oats 13. Shoes, strong 16. Forged iron
4. Beef 77. Steel
5. Lard 18. Glass
6. Butter 19. Raw wool
7. Saap
8. Wax (candles)

9. Wine, 15t class
10. Wine, 2d class

I computed an unweighted geometric mean (base of 17go) for
each district for each of the three groups. By the choice of items,
I weighted the index and then computed a simple geometric mean
for all the 19 items for each district, and an arithmetic mean of
the 33 geometric means (r for each district) for all the commaodi-
ties and for each of the 3 groups. The values for the Assignat for
each department according to the local tables of depreciation were
transcribed for the day nearest to the date of the agents’ report.
The local values of the Assignats had been recorded on the basis
of a value of 300 per cent in 1790. It was necessary to transform
these quotations to make them comparable with the index num-
bers of prices. A quotation of 20 per cent in the local tables was

L p, faron, Une Enguste sur les Prix, Commission de Recherches et de Publicalion
des Documents, 1910,
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converted into 500 per cent to conform to a five-fold increase of
prices. -

Several precautions are necessary in the interpretation of these
results. The national agent reported prices for days that extended
over an interval of almost two months — late in February, 1795
to early in April, 1795. Prices were in a continuous flux with the
general trend upward. Prices of a day in February were likely to
be appreciably lower than those for a day in April. The attempt
to match these price statistics with local values for the Assignat
for corresponding days, cannot be completely successful since the
local tables give values only by ten day periods. A more damag-
ing deficiency results from the admitted discrepancy between mar-
ket and actual prices. A large number of the agents reported that
in many instances the quoted prices were market prices, and,
hence, fictitious. Sales at the home of the farmer at much higher
prices were common. Moreover, the price statistics related to one
district and the value of the Assignat to the whole department.
Thus the discrepancies between the geometric means (of all of the
commodities) of the four districts of the Department of Eure,
equalled 35 per cent. A minor objection results from the inability
to obtain the full complement of 19 price quotations for each dis-
trict. A small proportion of the local discrepancies may be ex-
plained by that particular shortcoming. Finally, let it be remem-
bered that this study relates to a comparison of conditions for but
one day in 1795 with conditions in 17go. This study, in spite of
these limitations, contains valuable material for comparison with
the local tables.

‘The results of the various compntations are given below:

" (Base 1700) Per Cent
Arithmetic mean of geometric mean for the 1o items. ........ 719
Arithmetic mean of geometric mean for the foodstuffs........ 640
Arithmetic mean of geometric mean for the clothing......... 7970
Arithmetic mean of geometric mean for the raw materials ..., ¢58

The average value of the Assignat according to the local tables
of depreciation for the 33 departments for corresponding days was
581 per cent (base of 1790).

The deciles both for the geometric means of all the price quota-
tions and for the local values (reciprocals) of the Assignat are:
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Prices Local Values
1. 072 727
2, go8 673
3 86z 659
% 767 635
5 740 580
6. 648 §62
I 639 520
8 637 48
9 583 420
10 451 410

The standard deviation of the 33 geometric means of the 19
price quotations is 17114 per cent.

The standard deviation of the local values of the Assignat for
the same departments is 110 per cent.

Some of these results warrant emphasis. The department tables
indicate that it would have required 581 livres early in 1795 to do
the work of 100 livres in 17go. The Committee’s survey indicates
that 719 livres would have been required. The dispersion was
considerably wider for the price statistics than for the local values
of the Assignat. This fact is confirmed both by the standard devi-
ation and by the deciles.

What is the significance of these results for the local tables of
depreciation? They reveal some of the deficiencies both of the
local tables and of the Treasury tables asmeasuresof depreciation,
A measure based on price statistics exclusively would have given
a more striking depreciation for the period under consideration.
That is at variance with the usual experience, for the price of gold
generally moves more quickly than the prices of commodities.
Perhaps the more rapid relative increase in commodity prices was
due to the artificial lowering of the price of gold resulting from an
energetic official policy against the circulation of the precious
metals. A more tolerant attitude toward dealers in metals had not
yet taken effect. The reaction from the restriction of prices dur-
ing the maximum period was probably a more important cause of
the more rapid increase of prices. After the repeal of the maxi-
mum laws, the markets were demoralized for several months, and
prices soared. . L
.. Itisdifficult to reconcile the more rapid depreciation in termsof
commodities in the early months of 1795 with the fact that on the
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basis of the local tables, the Assignats had a higher value through-
out the whole paper money régime than on the basis of the Treas~
ury values of gold and silver. The local tables were based in part
on the prices of commodities, and at least during the interim be-
tween the end of the maximum and the opening of the Bourse,
April, 1795, one would expect that they would give a lower value
for the Assignat. Instead, values of the local tables consistently
are higher than those of the Treasury tables. Apparently some
other price series made possible the higher values of the local
tables. Perhaps, the quotations for land were weighted heavily.
Did the prices of land have more weight than those of commodi-
ties, at least for the four or five months between the termination
of the maximum and the opening of the Paris Bourse? The people
were still wary of land purchases, and its price remained low.

The study of prices undertaken by the national agents included
a comparison of the price of land in 17go with its price in 1793,
The price quotations employed were for private transactions ex-
clusively. (In the construction of the local tables, also, the quo-
tations for private sales were used.) Thirty of the 33 districts pub-
lished the prices of an acre of average meadow land. According
to the national agents, the average value of the land in 1795 as
compared to 1790 was 439 per cent. These results are consistent
with the explanation given above for the higher values, especially
from December, 1794 to May, 1795, given by the department
tables. Perhaps land values were weighted heavily in the construc-
tion of the local tables — for the period from December, 1794 to
April, 1795, at any rate. The Treasury tables were constructed
exclusively from the quotations for gold and silver during this
period. .

The remarkable diversity in the prices of commodities and of
land in the different departments helps to explain the variations
in the value of the Assignat reflected in the local tables. Of course,
even in 1790 commodities from department to department varied
in prices to an extraordinary degree The prices of 1793, here dis-
cussed, were price relatives on the base year 1790

% L. Blollay, Les Prix en 1790. -
% See P. Caron, “Une Enquéte sur le Récolte de 1702, Bullelin d'Histoire
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The agreement between price relatives for 1795 on the base year
1790 (as compiled by the national agents) and the values of the
Assignat as given by the local tables for corresponding depart-
ments, is not close. That is not conclusive evidence that the
prices of commodities did not have a predominant influence in the
formation of the local tables; and, of course, a higher degree of
agreement would not be conclusive proof of the overwhelming
weight of commodity prices in the construction of the local tables;
such agreement might have been due to some other common causal
factor. Within the limits of this period, the local values for the
Assignat (Tables of depreciation) did not vary closely with com-
modity prices collected by the national agents. The correlation
between the prices of gold and silver in Paris on which the local
tables were in part based and of the pricesof commodities reported
by the national agents, might not be very close. Whatever agree-
ment there was, is to be attributed to the inclusion of the prices of
land and especially of commodities in the construction of the local
tables.

Whereas the price of gold and silver in Paris, certainly, and the
price of land, probably, had too much weight in the construction
of the local tables, the prices of commodities and raw materials
had too little weight. Because of the remarkable variations in
prices of commodities, the prominent position given to the quota-
tions of gold and silver in Paris is the more to be lamented.! In
the light of the extreme local peculiarities, the imposition of any
uniform factor on all localities was a grievous error, The reasons
for not giving too much weight to land quotations have been em-
phasized. An acceptable index should take into account the price
of gold and silver, as well as of land. However, even under the
unusual market conditions of land and of the precious metals, an
Assignat was much more likely to be disbursed for food or for
clothes than for land or gold and silver. The related question of
the appropriateness of using the price of gold and silver as a meas-

Economique de lo Réwlution, 19135, p. 138. The price of wheat varled from 1z fo
- 43 livres a quintal. Although the average price was 1o} livres, prices in excess of
30 livres were quoted in five departments.
1 ee Discourse by Réal in March, 1797, J. Déh, & Dé., Vol. XCIV, p. 445
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ure of depreciation, has already been discussed in Chapter IV.
The heavy weight given to the metallic quotations was probably
justified by the authorities, because they were considered a good
measure of depreciation.

Little has been said of the local values of gold and silver, which
were to be considered in the computation of the local tables. Few
organized gold markets functioned during the Revolution. It was
difficult to obtain trustworthy quotations of the prices of gold and
silver. Except in Paris and a few frontier departments, the local
prices of gold and silver were not considered in the construction of
the final tables.

3. Anarysis oF THE Locar TABLES

A comparison of changes in the average of the local values of the
Assignat for the 83 departments with changes in its value accord-
ing to the Treasury tables, is presented in the first chart below.
The local tables on the average reflect a value for the Assignat of
from 10 to 15 per cent higher than the Treasury figures. The dis-
crepancy, as we have seen, probably results from the inclusion of
commodity and land prices in the construction of the local tables.
‘The parallelism in the movements of the two curves is probably
largely due to the weight given to gold and silver quotations at
Paris in both compilations. The general trend of the local curve is
much more even than the trend of the Treasury curve. The
Treasury curve, based almost exclusively on the speculative and
flexible gold market, is more subject to wide fluctuations.

The next chart illustrates the extent of the local variations of
the value of the Assignat. The local values have been arranged
from high to low values for each month and then divided into
deciles. The first decile is composed of the highest tenth of all the
values, the second highest 10 per cent form the second decile, and
soon. These deciles are represented on this chart. Theuppermost
curve, however, is one of highest values from month to month,
The ten curves below are the curves for deciles, thelowest of which
' i, of course, a curve of lowest values also.

% Bolssy expressed skepticism as to the possibility of obtaining local quotations
* for the price of gold and silver. J. Déb. e Déc., Vol. XCVI, pp. 85-86.
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The greatest diversity of results occurs, as might be expected,
when the median curve is at a value of approximately 5o per cent.
In the latter part of 1793, the Assignat apparently had a value as
low as 20 per cent in one department, and as high as 8o per cent
in another. The variations are reduced by approximately one-half
by an elimination of the first and tenth deciles:

Variation between Varlation between Variation between
Highest and 15t Decile st Decile
Lowest Values and roth Decile and gth Decile

Per Cent Per Cent Per Cent
January, 1791 100-93- 7 10093~ 7 10094~ 6
January, 1702 97-66-31 01-66~25 oI-72-19
January, 1793 88~52-36 78-52-26 78-56~22
January, 1794 75-18-57 65—28-37 65-41~24
January, 1795 45-18-27 3718-14 32-20-12

I have made a territorial classification of departments, to dis-
cover whether depreciation varied with the geographical position
of the departments. The chart that follows presents the monthly
values of the Assignat in nine geographical areas. It revealsa sig-
nificant amount of diversity according to the location of the de-
partment. In Western (Central) departments the Assignat main-
tained its value best, and in the Southeastern departments the
Revolutionary money lost most heavily. The differences between
these sections, however, were less than one-half as great as those
between departments irrespective of location:

DISCREPANCIES
B
G o Variati
The IA.o et eomnhw:{ =‘elnu-uauum ¢
i hcstnDe tment Lowest ::dej:lhlstlil;: Sectons Eﬁﬁ"y’v’é‘iﬁ
T Per Cent Per Cent Per Cent
January, 179z 7 5 5
January, 1702 3 15 13
January, 1703 36 1 7
January, 1704 47 16 10
January, x795 28 8 8

* Tn “A,” I compare the lowest and highest values of all the 86
departments; in ““B¥ the lowest and highest among the ten sec-
tions into which France has been divided for this purpose; and in
“C” the Southeast and West, the two sections most consistently
lowest and highest respectively. The low values of the Assignats



II "ON TAVED

Gl = i i S
| | _ |
\
\ |
N
AN a3
NS A )\
//.M/ /3 /

THE ASSIGNATS

2
@
/l
g

deaZte

a5
L~

o~

N (.
AL =
N

o,

N

96L1- 16l

27 7z

TNOLLVIDZ343(] IVIRONBA3T

124

1/7/




LOCAL DEPRECIATION 125

in the Eastern departments may be explained by their proximity
to the warring frontiers, and hence to the tetritory in which metals
of foreign countries circulated freely. Metals circulated freely at
their full value on the warring frontiers, and thus offered serious
competition to the Assignats.!

A somewhat different grouping of departments is possible. (See
the two charts that follow.) In the first, I compare the depreci-
ation of the Eastern, Central and Western departments; andin the
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gecond, the depreciation of the Northemn, Central, and Sfoqth.ern
departments. It is to be noted that Central indicates dxsslmnlar,
groups of departments in the two groupings.. In one chart, Cen~

1 CP.S, Vol.II, pp. 339, 340 goa. Letires de Minisirs de Inttrieur, Collection
de Documents Inédits, p, 137
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tral designates the departments lying between the Northern and
Southern departments; in the other, it designates those lying be-
tween the Eastern and Western departments. The first reveals
that in the Western departments the Assignats maintained the
highest values, and in the Eastern departments they suffered the
greatest depreciation. According to the second chart, depreciation
was greatest in the South. Although these results are consistent
with the results obtained by the earlier classification, the vari-
ations between sections are not as marked. The South suffered
seriously from the lack of subsistence during the entire period of
the Revolution. The price of subsistence increased in the South
much more than in any other section, and hence the purchasing
power of the Assignat fell more rapidly there than elsewhere. The
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consistently high values for the Western departments — the seat
of the powerful anti-Revolutionary movements — are puzzling,
The accessibility to supplies and the manner of constructing the
tables, are possible explanations.

Another method of analysing the subject is to compare the
values of the Assignat in contiguous departments. I compare the
values in Paris (Department of Seine) with those in the adjoining
departments, with all the Northern departments, and finally with

Mownie Deereel
L_ Seine’ (Pariy).,
Seina-ek-Marne
Jaw- ek Qise.
v
% 17516

Caarrs Nos, 14 AND 1§

all the departments. (The last two comparisons are made on one
chart.) Why did the Assignat lose so much relatively in Paris,
the center of the Revolution? Perhaps because the Assignat was
disbursed first in Paris;} An army of public officials, rentiers, and

1 Montesquiou regretted that the manufacture of notes had to be confined to
one place (Paris), and that, therefore, issues were successive, and not simultaneous
for the different parts of the country. Arch. Parl.,, Vol. XXIV, pp. 57¢-580.
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pensioners were paid largely in Paris.! Secondly, the well organ-
ized and speculative markets of Paris were quick to discount the
falling value of the paper money. Finally, Paris was hampered by
famine conditions during a large part of the Revolution.

I present below the charts for other contiguous groups of depart-
ments. From these surveys, I conclude that there was an appre-
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cleble difference in the values of the Assignat in contiguous depart-
ments. It is not safe to attribute these variations to the different
methods followed in the construction of the tables. If one con-
siders the marked variations in prices in markets even in the same
district, he will be convinced of the possibility of large variations
} In 1792, of 175 millions of livres disbursed for rentes, otly 5o millions were.

disbursed outside of Paris. Rapport sur la Suppression de Poyeurs-Coniroleitrs des
Finances, p. 13. )
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in the values of the Assignat for contiguous departments; and such
differences may be deemed actual differences in the value of the
paper money. It is surprising that in Vendée, the center of the
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anti-Revolutionary activities for years, the Assignat retained its
value so well relatively speaking.

~ Caron, in the introduction to his edition of the local tables,
supports his contention as to the integrity of the compilers of the
tables by stating that for contiguous departments the Assignats
had approximately similar values. My results indicate that Caron
was mistaken on that point. Even had Caron been correct as re-
gards the facts, that argument cannot be used as evidence of the
fidelity of the compﬂers of the local tables. In the light of the ex-
treme variations of prices in the markets of the same distxict, simni-
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lar values for the Assignat for adjoining departments are not to be
expected.

Caron’s conviction as to the rather secondary influence of every-
thing but the price of gold and silver in Paris, does not appear to
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be well founded.! The geographical distribution of depreciation
was marked. That fact does not explain the local variations. It
indicates in what sections of the country the Government had
much or little success with the Assignat. The problem of why the
Assignat was more depreciated in the South than in the North, is
still to be explained. The extreme local variations in the prices of
land and commodities explain 2 large proportion of the variations

! Falkner says, “The tables concerned themselves primarily with the course of
paper money in metals.” S, U, Falkner, of. cit., p. 104.
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in the local values. To some extent variations in the local tables
reflected the varying conditions of the supply of commodities and
also the varying confidence in the Assignat.

The brief and indefinite instructions dispatched by the Central
Government allowed much discretion to the local authorities. The
diversity of methods of construction may account for some part of
the differences in the local values given by the tables. Here isan
excerpt from the important discourse of Mollévaut on the day the
local tables were decreed: “The law gives to the jury a guide and
not masters; it surrounds it with materials and abandons them
then to its conscience. Nothing forces the jury to stop at one of
the bases, nor to adopt all. The jury shall examine which measure
is the one which predominates in that territory, If all ought to in-
fluence the evaluation, if one or several ought to influence the
evaluation, it shall decide according to the materials, localities,
and circumstances.”?

The fact that the elimination of the two extreme deciles reduces
the extent of the variations of the local values by one half, and the
fact that a close scrutiny reveals that the same departments were
consistently the seats of the extreme valuesmonth by month, point
to the importance of the diversity of methods of construction in
explaining the differences exhibited by the tables. Why should
Vendée show the hjghest valuation for the Assignat in almost
every month of the paper money régime? That the departments
with extreme values were not concentrated in one area, but rather
were scattered all over France, is also of significance.

In spite of their shortcomings, the local tables of depreciation
are of vital significance. They reveal at a glance the remarkable
diversities in the movement of prices and in the value of paper
money. As a general measure of depreciation, I believe an aver-
age of the values in the eighty or more departments is to be pre-
ferred to the Treasury quotations of the price of gold and silver
in Paris. The local table includes, even if in bad proportions, the
prices of commodities and of land. Moreover, a number of the
unbiased errors are eliminated by utilizing an average of all the
departments. I have preferred, therefore, fo use it as a measure

1 7. Déh. et Déc., Vol. XCVII, p. tol. ‘
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of depreciation.! My general conclusion is that primarily the lo-
cal variations in the value of the Assignats were due to variations
in the supplies of commodities and in the confidence in the paper
money; but some part of the variations — as reflected by the lo-
cal tables — was not genuine, but rather due to individual idi-
osyncrasies in construction.?

! See discussion in Chapter IV.

? Wagner has an excellent discussion of a similar problem in his treatise on the
paper money experiences of Russin, He points out in particular () that there
was not a close agreement in the movements of the agio (premium on the exchanges)
and the internal price level in the same locality, and (2) that the adjustment of
prices to changes in the agio vatied from place to place, A. Wagner, Die russische
Papicrwtthrung, pp. 83-85. Also see a discussion of local variations in post-war
France. M. Lenoir, “Les Mouvements des Prix,” Rewne d'Economie Politique,
1924, p. 146.



CHAPTER VI

THE CONTROL OF PRICES AND SUPPLIES

LecisLATIvE HISTORY

ControL of the prices and movement of grains and bread was not
uncommon before the Revolution, In general, previous to 1789,
the controlled price for bread had followed the market price of
wheat quite closely. The poor crops of 1787 and 1788 were fol-
lowed by the Revolution with its accompanying insecurity and dis-
organization, and hence the need for regulation was increased.!

The price of a 4 pound loaf of bread in Paris was g sousin August,
‘1788, and 144 sous in February, 1789.2 The Parlement of Paris
investigated the causes of the high price of bread by a question-
naire method and summarized its results as follows?® Fully 142
answers had been received; 128 witnesses gave as one of the rea-
sons for the high price of bread the poor crops of 1787 and 1488,
and 112 — of course most of the witnesses gave several causes —
practically repeated that answer in giving the excessive rain and
hail as the explanation; hoardings, exportations, and sales to large
cities each received from 20 to 35 votes.

The Central Government on November 23, 1488 prohibited
transactions in grain outside of the market.! A decree of April 23,
1789 authorized the enlistment of the army for the purpose of in-
suring the safe conveyance of provisions to the market® The
Paris Assembly ordered all farmers within 25 leagues of Paris to

L L5 Subsistances dans le Disirict de Bergues, Collection de Documents Inédits,
Vol. I, pp. xxix-xxx, :

% Teoe Elections el les Cohiers de Paris en 1789, Collection de Documents Relatifs
3 "Histoire de Paris pendant la Révolution Frangaise, Vol. II, p. 497.

8 I'Puat de Paris en 1789, Collection de Documents Relatifs & VHistoire de Paris

t 1a Révolution Frangaise, Vol. II, p. 310,
4 Recueil des Principoux Texies sur le Commercs des Céréales, Commission de
Recherche, 1906, pp. 135133 ‘
§ Ibid., pp. 133135
18
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bring a designated weight of grains to the market each day! This
law was not enforced? The Central Government then delegated
1o the authorities of Paris the discretionary power of taking an in-
ventory of the bread in bakeries and of enforcingall night baking ?

Although the crops of 1789 were normal again, official regula-
tion continued through 1790 and 1791.* Disorders occurred less
frequently, and prices fell noticeably in 149o-1791.5 The immi-
nent prospects of war early in 1792 had a deleterious effect on the
movement of grains; transportation within France became diffi-
cult® Rigorous measures were taken to guard the movements of
grain in January, 1792. In March, the Minister of Interior ob-
tained a credit of ten million livres with which to buy grains
abroad.” The disorders accompanying attempts to transport
grains attracted nation-wide attention, and the Government in
March ordered the Committee of Agriculture and Commerce to
investigate the causes of the interference with the free movement
of grains.® The first three or four months of 1792 constituted the
first of the periods of “famine fear” since the introduction of the
Assignat. The outbreak of the war in April strangely enough,
calmed the restless spirits, and the uneasiness slowly vanished in
the late spring and summer of 1792.

Continuance of the war, however, brought a renewal of the dis-
trust of the early spring. The Committee of Agriculture and Com-
merce requested the farmers to provision the markets in Septem-
ber.? The grave events of August and September — the Mas-
sacres of September in particular — were accompanied by in-
creased hoarding of food and interference with the circulation of
grains. The requisition of supplies for the army further accentu-
ated the fears of famine. The farmers, fearing a shortage, stored

1 Actes de la Commune de Paris, 1st serles, Vol. I, pp. 454—453.

2 Ibid., Vol. II, pp. 145-146.

3 Tbid., pp. 544-545-

4 Recueil des Principauy Texles sur le Commerce des Céréales, pp, 138-140.

8 Lés Subsistances dons le District de Versailles, Collection de Documents Inédits,
Val. I, p. 41- ‘

& Arch. Pail., Vol. X}CKV'II, DP. 107~100.

2. Ibid., Vol. XXXIX,p 518.

8PV Ag &l Com.y Vob. 11, p. 537

9 Ibid., p. 815; Recueil (Céréales), pp. 140-14T.
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their crops.! Prices soared rapidly during the autumn of 1792: by
the end of 1792, the price of grain in the South was twice as high
as in 1700 in spite of importations of two million quintals in the
previous ten months? The Committee of Agriculture and Com-
merce advised the introduction of stern measures against fifteen
departments where the circulation of grains had been impeded3
The same committee in a report of November 3, 1792 expressed
the opinion (1) that the high prices were caused by the hoarding
of the farmers and the competitive bidding of public agents for
grains; and (2) that the main specific should be the enforcement
of free circulation! Ferrand made a similar diagnosis of the
troubles on November 16 except that he considered the excessive
issues of paper money as a cause of the high prices’

The debaters in the Convention focussed their attention increas-
ingly on the issue of freedom versus regulation. The Physiocratic
doctrine of a Natural Order, as well as Adam Smith’s “laissez-
faire” teachings, were prominent in the debates. The opponents
of regulatory measures were strong enough to emerge victorious
in the acrimonious debates of November and early December,
1792.

Fabre for the Committee of Agriculture and Commerce sug-
gested an inventory of crops and requisitions where deficiencies
were apparent.! Féraud, quoting Turgot and Smith, attempted
to demonstrate that interference with the Natural Order had al-
ways been barmful. According to him, the high prices were caused
by the competitive buying of the various governmental agencies,
the unlawful interference with the cultivators, and the depreci-
ation of the paper money. Some municipalities had already begun
to “taxe” wheat, with disastrous results in his opinion” (The
French have a happy word which I find it convenient to use in this

Y Les Subsistances en Céréales dans le Disirict de Chanmont, Collection de Docu-
ments Inédits, Vol. T, pp. I-lv; C. Porée, Les Subsistances dans I'Yonne, Eludes sur
PHisloire de la Révolution, pp. xo-1o.

? Arch. Parl,, Vol. LIII, pp. 83-85
 Ibid., p. 53

4 Monitenr, Vol, XTIV, pp. 377-378-
§ Ibid., p. 494

& Arch, Parl,, Vol. LIII, p. 433.

T Ibid., pp. 436, 448-449.
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paper: they refer to the “taxe” of commodities by which they
mean the regulation of the price of the commodity. The term has
not exactly the same connotation as to set maximum prices. To
“taxe’’ is to determine the market price of a commodity; to set a
maximum price is to fix a price above which a commodity cannot
be sold. In actual practice, especially when maximum prices are
fixed below market prices, the two concepts are similar.

Beffroy, a staunch critic of the doctrine of liberty, found suffi-
clent justification for interference with the property rights of the
farmers in an application of the principle of maximum utility; for
the system of the Economists had been elaborated for the benefit
of the rich. Free circulation could not be defended, he reasoned,
when the administrative machinery was not efficacious in insuring
subsistence for all.? Roland, the Girondist Minister of Interior, in
a letter to the Convention received on November 19, took & more
favorable view of the results of non-interference. He maintained
that the functions of the Government were to prevent positive
evils and to allow the fullest developments of the individual’s fac-
ulties. Only the interference with this natural course of events
had made possible such extreme variations in prices.?

Saint Just, the satellite of Robespiérre, made a very impressive
discourse on November 29: Adam Smith never experienced what
we are experiencing in France today. A practical system of eco-
nomics can never be devised. Excessive issues of money have de-
moralised our grain system. The value of all the products in the
State should be estimated, and an equal value of money should be
manufactured to represent these products, When lands and prod-
ucts are both represented by paper money, then naturally prices
will go up. Manufacturers produce nothing; farmers conceal their
products; the Government is too weak as a result of its adherence
to the system of liberty; the policy of public finance requires modi-
fication, Today one neither saves nor hoards money; every one’
tries to spend it quickly. But the farmer prefers to store his grain.?

The recommendation of the Committee of Agriculture and Com-

L Monitewr, Vol. XIV, p. 494, Arch. Pal,, Vol. LI, pp. 438-44o
* Arch. Parl., Vol. LYII, PP- 476-477.
3 Moniteur, Vol. X1V, pp. 611-612.
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merce, that the Government should superintend a ““census” of
crops and devise a system of requisitions, continued to meet with
disapproval. Serré, in an excellent speech, opposed the inquisi-
torial system proposed by the Committee, because he feared that
such a system would lead to apprehensions as to the sufficiency of
the food supplies, and hence to hoarding and higher prices. He
criticised price-fixing, The “taxe” of grains alone would obvi-
ously be unfair to the farmers. Laissez-faire has not had a fair
chance because freedom of grain movements has not existed; no
one dares to continue in the grain trade, and yet middlemen are
indispensable.! Robespidrre attacked the followers of the Physi-
ocrats as mere doctrinaires. He argued that liberty was justifi-
able only up to the point where cupidity begins, that the authors
of the Physiocratic System had not distinguished wheat from in-
digo; that their vague theories could find no sane adherents in the
stormy days of the Revolution; and that the first right was that
of existence.?

Viger proposed a system of price fixing with prices set above the
competitive level. “Freedom of circulation cannot exist in these
troublesome days. When the enjoyment of property interferes
with the exercise of the right of property by others, then society
has the right to violate property rights.””® His advocacy of amaxi-
mum above the market price was exceptional: most adherents of
the “taxe’ were primarily interested in arbitrarily reducing the
price of grain.

Befiroy made a second attack on the Economists: Prices are not
adjusted easily to their natural level, as the Economists pretend,
neither to the level of wages, nor to that of paper money issues.
Free trade would lead to a dependence on importations and,
hence, to famine. Turgot and Smith only defend the interests of
the merchant and speculator.? Lejeune added to the strictures
against the Economists. He said that the Economists reasoned
as if people were motivated only by the general interest of the

1 Arch. Paxl,, Vol. L1V, pp. 36-30.
thzlmr, Vol X1V, pp. 636~637,
¥ Arch. Pairl., Val. LIV, D. 428,

4 Ivid., p. 67‘3-
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State. If a State hasa right to a man’s life, it has the right to his
field!

Barbaroux emphasized the necessity of encouraging importa-~
tions; the public expenditure of 25 millions abroad for grain had
added but 5 days of supplies; but by the loss of cultivators to
the army, France was being deprived of 40 days of subsistence
annually.?

Creuzé-Latouche, a disciple of the Physiocrats, delivered the de-
cisive discourse on December 8: The supplies of grains are suffi-
cient — the stability of prices for twenty-five years before the
Revolution supports that contention. The interference with in-
ternal commerce has been detrimental. With arguments that are
reminiscent of Adam Smith, he pointed out how indispensable the
middleman was. Since 178¢ freedom of commerce hasnot existed.
The thoughtless measures enforced by Necker, together with the
distrust engendered by the Revolution, account for the hoarding
of supplies and the interference with the free circulation. The his-
tory of prices of the first few years of the Revolution reflect the ex-
cessive interference with the circulation ; whereas the price of wheat
varied from 19 to 22 livres from 1780 to 1787, the price increased
to 23, 34 and 30 livres in 1788, 1789, 1790 respectively, and now
varies from 25 to 6o livres. In a department situated between 2
other departments, the price of wheat may be appreciably above
the price in the contiguous departments. Thus the inhabitants of
Loir-Et-Cher, surrounded on either side by the departments of
Sarthe and Loiret, pay 45 livres for a quintal of wheat, which is
sold for 29 and 3 livres in the neighboring departments.?

The Convention, following Latouché’s discourse, approved a
law providing for a penalty of death for interference with the cir-
culation of grain. The Girondists, defenders of the doctrines of
the Physiocrats, had displayed too much power for their rising
adversaries in this initial clash.®

The law of December 8 merely postponed the victory of the op-

I Arch. Pazl., Vol. LIV, p. 6o4.
® Ibid., pp. 670-675.
3 Ivid, pp. 677-687.
Dunng this period, the Committee of Agriculture and Commerce was besieged
mthlettersdemandmg remedmlmeasutes P.V,Ag. et Com., Vol. III, pp. 646-657.
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ponents of freedom. Prices continued to soar and petitions to
pour in upon the Committee of Agriculture and Commerce. When
war with Great Britain threatened, the public became seriously
concerned over the possibilities of a famine. Doumouriez’s trea-
son and the uprising in the West added to the general turmoil.
Mathiez accounts for the final passage of the maximum laws by
the union of the Enragés, the Commune, and the Mountain, three
of the elements that were struggling for supremacy amidst the
rapidly developing anarchic conditions. Mathiez's insight into the
political situation is to be commended.! In February the so-called
“Economists” could still present a bold front. Garat, the newly
appointed Minister of Interior, informed the Convention that the
fundamental cause of the high prices lay in the depreciation of the
Assignats.? Creuzé-Latouche once more defended a policy of non-
interference; the authority of the most profound men—it is
enough to mention Adam Smith — support liberty; laws are justi-
fiable only when necessary. No law on earth can fix the value of
anything; value is the result of a complex of causes. The former
“taxes” of bread and meat offer no precedent, because they merely
followed the prices of wheat and of live stock.?

The conditions, both political and economic, had become de-
plorable by April, and the movement for a maximum had gained
momentum. The decisive debates began in the middle of April.
The representatives of the Department of Paris proposed a maxi-
mum on April 18, 1793: Let no one come to us to defend the inter-
ests of commerce — commerce is only a useful relation between
members of the social corps; let no one defend the great principle
of property — the right of property cannot include the right of
starving your fellow-citizen. The fruits of the land, as the air, be-
long to everybody.* The petition included provisions for a maxi-
mum law, and the elimination of the middleman.

L A, Mathiez, “Le Vote du Premier Maximum,” Annales Révolutionnaires, Vol
XI, p. 313. Mathiez in a series of brilliant articles in this journal {Volumes IX, XI,
and XTIT) has shed light on the many . palitical alignments made during the course
of the mazimum laws. : . o '

2 Arch, Parl, Vol. LIX, p. 102.

S Ibid., pp. 244-253-

4 Ibid., Vol. LXII, p. 621.
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A somewhat similar petition was presented to the Committee of
Commerce and Agticulture on the same day. The author main-
tained that property is subordinate to public necessity, and that
men unite for their common advantage. The influence of Rous-
seau is apparent here, as it is with the vast majority of the oppo-
nents of economic freedom. As a true disciple of Rousseau, the
petitioner contended that the principal condition of the social con-
tract is the assurance of existence. The high prices of grain during
the last two months were explained by the high prices of other
commodities, the competition of governmental agents in their ca-
pacity as buyers, the guarantee of indemnities to bakers by the
municipality of Paris, and, finally, the discredit of the Assignat.!

Momoro used similar argumentsin support of the proposed max-
imum laws; the Social Contract says that the production of the
cultivator is destined for the subsistence of the people? But
Payen, Santerre and Verbeuf, in supporting price-fixing, relied in
the main on economic arguments.®

An anonymous letter to the Committee of Agriculture and
Commerce contained a proposal for a “taxe” according to the
faculty of the people: It is necessary to assure the people of their
subsistence; wages do not increase as rapidly as the price of bread.
The exportation of 1 per cent of the annual crop results in a doubl-
ing of the price of bread.# On April 25 the Committee of Agri-
culture and Comumerce presented three possible solutions of the
subsistence question. The first was a proposal for a maximum of
thirty livres a setier (two hundred and forty pounds), a price con-
siderably below the market price, and prohibition of sales outside
of the market. This proposal was evidently the work of the Paris
authorities, now becoming more influential in national affairs. The
second was Levasseur’s project to compel the declaration of sup-
plies by the farmers. The third proposal, which the Committee
favored, was Fabre’s plan for “ greniers d’abondance®. This plan
was based on the assumption that plenty of grain was available,

t Opinion de M. Lachevardiére sur le Maxithum, pp. 2—4.
% Arch. Parl., Vol. LXIII, p. 344.

, * Ibid., pp. 348-351-
* Ibid., pp. 351-353.
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but its circulation was deficient; the “greniers” were to remedy
this deficiency.!

Beffroy presented an analysis of the arguments for and against
the proposed maximum in behalf of the Committee of Agriculture
and Commerce. Its partisans, he said, contended that a “taxe”
alone could result in the provision of the markets, and that, with-
out it, the price of grain would increase to two hundred livres a
quintal. They were unable to explain the high prices, however,
for the last three crops had been good. And, finally, these ad-
herents of price-fixing did not believe that the “taxe” was incom-
patible with property rights. The opponents of public control af-
firmed that salaries and wages would adjust themselves to the
prices of necessaries, and that the farmer would suffer if forced to
accept reduced prices for grains, while other prices continued to
soar. A “taxe” for all products would destroy our commerce.
They alleged further that a “taxe” would be arbitrary, because
conditions varied so much from place to place; and that a ““taxe”
reduced month by month — as was generally proposed in order to
offer a bounty for the immediate provisioning of the market —
would result in excessive purchases by the rich.?

On April 28 Creuzé-Latouche made his final appeal for liberty;
but the old arguments had lost much of their force. He was now
willing to make a concession to his opponents; he would offer an
indemnity to the workers to offset the high price of grain? Philip-
peaux, in supporting a maximum above the market price, joined
with the opposition.! Ducos, also, in maintaining (1) that a maxi-
mum below costs would discourage cultivation, (2) that exchanges
are always just when left to the respective interests of buyers and
sellers, (3) that the private interests forget nothing whereas the
Legislature does not see all, and, finally, (4) that prices below the
market prices would exhaust the supplies available, tried to delay
the impending maximum.®* Another member favored a system of
insurance for the farmer at the expense of the Government, In

1 Arch, Pazl., Vol. LXTII, pp. 314~310.
2 Ibid,, pp. 332336

3 Moniteur, Vol. X VI, p. 248.

% Ibid., p. 273«

5 Ibid., p. 280,
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that manner, he thought, the farmers might be induced to resume
their normal vocation, and their fears might be dissipated.

Vernier made the most brilliant defense of the existing system:
France’s preéminence is due to agriculture; hence agriculture
should receive every possible stimulus. The “taxe” of one prod-
uct will lead to the “taxe” of every other product. The enact-
ment of an agrarian law means the enactment of a law which will
only aggravate the already deplorable conditions in the subsist-
ence markets. He advocated that wages be adjusted to the price
of subsistence instead of subsistence to wages and that the paper
money in circulation be reduced. He maintained that France was
suffering from a dearth of grain as a result of the insecurity and
the hoarding of commodities.?

Lecointre suggested a maximum of thirty livres a setier for fif-
teen departments where subsistence was inadequate. He at-
tempted to demonstrate that the cost of production warranted a
low maximum, But the price of wheat had already reached 200
livres a setier in some of the departments named by Lecointre?
Montgilbert proposed to combine price-fixing and communism ¢

The debates were long and fierce on May 2. Desvars, Thuriot,
Real, Genissieux, and Charles all favored the maximum, Vernier
approved a maximum for bread, but not for grains. Buzot, Grand-
pré, and Ducos argued against public control® The principle of a
“decreasing” maximum was accepted.®

Legendre continued the fight on the following day. The animus
of his argument came from Rousseau. France has seen only famine
since the origin of the funereal science of economics; the right of
stubsistence arises with the right of toil; the duty of the Govern-
ment is to assure the people their subsistence — these are the prin-
ciples of the Social Contract.

The Convention agreed on the details of the maximum laws on
May 3 and 4. The decrees authorized requisitions on municipal-

1 Moniteur, Vol. XVI, pp. 245-246.
Arch Parl,, Vol. LXIII, p. 640.
Ilmi,pp 63!:—63:

4 Ibid,, pp. 634-635.
§ Ibtd VoI XVI, PD- 207-300.
8 Ibid., p
T Arch. Pa.rl V., LXIV, pp. 114115,
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ities and communes in favor of districts, and on individuals in
favot of municipalities and communes. Henceforth only market
sales were to be valid. The maximum was to be based on the aver-
age price of grain in each locality from January to April, 1793. It
was to become effective on May 1. In accordance with the prin-
ciple of a decreasing maximum, farmers were to reccive 1/10, 1/20,
1/20, 1/40, and 1/40 less than the maximum of May on successive
months.!

This summary of the origin of the first maximum laws is not
exhaustive. I have included only the papers and discourses of
practical or theoretical interest. Lack of space has made it neces~
sary to reduce the verbose reports and discourses to the barest
cutlines.

The first laws encountered many obstacles of an administrative
nature which will be touched upon in a later section. Within six
weeks of the approval of price fixing, the Government commis~
sioned the Minister of Interior to devise a plan for a uniform max-
imum.? The local governments, in their competition for the avail-
able supplies, had vied with one another in laxity of administra-
tion; for abundance was the reward of failure to enforce the maxi-
mum. A concerted movement for a general, rather than a local
maximum, progressed rapidly in June? The Convention turned
to the Committee of Public Safety for counsel.*

By July the failure of the maximum seemed certain. The priv-
ilege of buying outside of the market that was given to public
functionaries, impaired its effectiveness.® Public officials openly
demanded the repeal of a law responsible for the starvation of
France.! The Committee of Commerce and Provisioning was en-
trusted with the task of planning a substitute for the May law.”
Rafiron’s renewal of the agitation to “taxe” all necessities of life
- similar recommendations had been made in Apnl ~— Was 4 re-

L Arch. Parl., VoL ILXIV, pp. 56-57.
" Ibid., Vol. LXVII p. 2L
IM.p 456, .
Ifml,pp 456, 544
5 Ibid., Vol. LXVIIL, pp. 25, 326, A. Mathiez, ““Les Enragés contre la Constity~
‘tmn de 1793, Annales Révolutionnaires, Vol. XI1, pp. 297-3a1.
8 Fbid., Vol. LXIX, pp. 200, 536; Vol. LXX;, p. 50, :
7 C. P, 8. Vol. XV, p. 442.
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flection of the dissatisfaction with the ineffective execution of the
maximium of grains. Raffron strengthened his argument with an
appeal to the police power: the “taxe” of all necessaries of life is
as much an expression of the police power as the regulation of
weights and measures. He also bewailed the absence of competi-
tion, which might have brought about an equilibrium of prices
and products.!

The debates on the maximum were renewed on September 3,
when several members vigorously assailed the maxirmum laws.
Thuriot, abetted by the irrepressible Danton, forcibly argued that
a uniform maximum of grains was necessary. The Convention
sanctioned a law on September 3 that established a uniform price
of fourteen livres a quintal for wheat and twenty livres a quintal
for flour.? The average price of wheat in 1790 for the whole of
France had been twelve and two-thirds livres®; the increase was,
therefore, between 12 and 13 per cent over the prices of 17go.

The Convention now turned its attention to the demand for a
general maximum for all commodities as yet not regulated. The
Committee of Subsistence reported in favor of a general maximum
on September 23. Coupé, the reporter for the Committee, said
that whereas formerly prices were regulated by the reciprocal in-
terest of buyers and sellers, now they were regulated by a “con-
spiration générale de malveillance, de perfidie, et de fureur.”* The
Committee proposed to increase prices one-third and wages one-
half above the level of x790. A minority favored increases of one
hundred per cent, and another minority (report by Lecointre) sug-
gested the regulation of prices according to the conditions of sup-
ply: thus, since meat was scarce, the “taxe” for meat should be
high. The Committee’s proposals met with the approval of the
Convention, and five days later the Convention embodied them in
a general maximum law, Inall, the law affected thirty-nine com-
modities, mostly necessities®
~ Siret, a discriminating police reporter of remarkable economic

L Arch, Parl., Vol. LXXIII, p. 258.
2 Moniteur, Vol, XVTI, pp. 562-565.
3 1,. Biollay, op. cit., p. 84.

s JIM;_L:I:MW. Vol. XVIL, pp. 775~776.
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training, perceived the necessity of modifying the new laws in the
first few months of their operation. He maintained that they were
not enforceable and, hence, were demoralizing; that they were det-
rimental to commerce; and that they were unjust to both buyer
and seller.! As early as February, 1794 the Government, disturbed
by the many violations and the administrative difficulties, re-
quested the Committee of Subsistence to prepare a revised law.2
The Committee of Agriculture and Commerce concurred in the
opinion that the maximum system had not fulfilled all the hopes of
its proponents.? The Committee of Subsistence advised that the
revised maximum should make allowances for the profits of the
middleman and for transportation costs. Barére supported this
suggestion ; the great work of political economy should be to in-
struct the people as to their resources, as to prices, and give them
other information formerly accessible to but a few. The maximum
should be based on surveys and be adjusted to costs.* The revised
maximum, which followed closely the recommendations of Barére
and the Committee of Subsistence, was approved on February
12-14, 1794.° Bardre, a great figure of the Revolution, and one
whose influence on the economic policy of the Reign of Terror was
great, deserves recognition for his coSperation in establishing the
maximum on a more secutre basis.

The rigorous system of enforcement demanded by the new laws
led ultimately to a reaction. A law, voted in September, 1793,
making hoarding a capital offense, was repealed in April, 1794.5
The Committee of Subsistence and Provisioning, which had been
given extensive powers for the administration of the maximum
law, was shom of much of its power.

The Government made new concessions in October, 1794, Lim-
itless requisitions were banned ; authorities thereafter had to desig-
nate the time, quality, and quantity of each shipment.” The legis-

1 Rapporis de Grivel et Siret sur les Subsistances el le Maxivum, Commission de
Recherche, 1907, pp. 106107,

2 Monileur, Vol. XIX, p. 438.

3 P. V. Cam. Ag. ei Com, Vob. IV, pp. 306~308,

4 Moniteur, Vol. XIX, pp. 534~536-

8 Ibid., pp. 538549

8 7. Déb, et Déc., Vol. LVIIL, pp. x47~150+

T Moniteur, Vol. XXTI, pp. 470-47%.
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lators now also purported to offer the cultivators an equitable re-
turn for their labor: the new maximum was to be increased to a
level, two-thirds in excess of the prices of 1790.1

The maximum régime was collapsing rapidly, however, and no
power could prevent the final repeal. Géraud made a masterly
attack on the system at a session of the Committee of Agriculture
and Commerce early in Decembeér, 1794. He distinguished be-
tween the general high prices caused by the excessive issues of
paper money, and the high prices of particular commodities due
to scarcity. He criticised the laws against hoarding, which had
forced people to renounce their normal vocations; and he attacked
the maximum laws, which, he asserted, had contributed to in-
creased consumption; for increases in money wages had left the
workers with a large surplus of purchasing power. Because of the
losses incurred as a result of price-fixing, dealers did not replenish
their stocks; and because of losses incurred as a result of the requi-
sitions, many farmers were ruined. They could scarcely be ex-
pected to replace livestock at prices of two or three times the sales
price to the Government. He concluded with a proposal for the
immediate repeal of the mazimum laws.?

Several members of the Convention opposed the repeal. Le-
cointre, Richaud, and Pelet anticipated violent price increases and
dire scarcity with the return to economic liberty, The proponents
of the regulatory system, now agreeable to a compromise, proposed
indemnities for the cultivators.? The reaction in favor of freedom
was strong, however, and the repeal was voted on December 23,
1794. All requisitions already ordered, however, were to be filled,
The Committee of Commerce and Provisioning obtained the right
of preémption at market prices for all objects necessary for the
army.} The downfall of Robespierrein August, 1794 only hasténed
the repudiation of an economic policy that savored of terrorism
and that was an integral part of the policy of the Terrorists.

.7, Déb. et Déc., Vol. LXIV, pp. yor-704. _

2 B, V. Ag. ¢t Com., Vol. IV, pp. 608617, o
. 3 Moniteur, Vob, XXIIT, pp. 43-47; J. .Deb & Déc., Vol. LXVII, pp. 22~27,

& Moniteur, Ibid., pp. 5354
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2. OPINIONS OF HISTORIANS

The legislative history of the maximum laws does not lead, nec-
essarily, to the conclusion that the maximum system was a failure.
The revisions, modifications, and adjustments to the changing and
complicated economic conditions merely reflect the obstacles en-
countered in the administration. Even the confessions of failure
on the part of the authors of the system are not conclusive proof,
contrary to Marion’s contention. He contends, moreover, that a
successful stabilization of prices at one-third above the level of
1790 was impossible without a reduction of the circulating media
to one-third above 1790'—a rather rigid statement of the quan-
tity theory with no consideration of the possibility of changes in
balances of money and in the supply of commodities. He finds
little to laud in the whole experience: “The maximum had been
only a procedure to stop or rather conceal the progress of the de-
preciation, a procedure badly conceived, soon revealed powerless,
even injurious”.2

Du Chatelier concludes that the maximum system had disas-
trous effects on production.? Taine maintains that the system set
one-half of the people of France as spies on the other half; and only
the abrogation of the maximum laws, concomitant with a few other
propitious events, saved the country from famine in 1795.* Levas-
seur says that price control was accompanied by a disappearance
of commodities, a depreciation in the quality of goods, and the
hoarding of supplies by the rich." Gomel concludes that the maxi-
mum was a distinct failure: it increased prices, and resulted in a
calamitous scarcity. A writer who made a thoughtful study of
the operation of price-fixing in the Department of Eure, finds per-
sistent violations. Sales at the home of the farmer were frequent.

A few authors defend the maximum laws. Bourne concludes

1 M, Marion, op. cit.,, Voh IL, pp. viil, 109,
2 Ibid., p. 355; M. Marion, Les Lois de Muximum, pp. 14-15.
2 Du Chatelier, “Les Assignats,” Acad. des Sci. Mor., Vol. CXXITI, pp. 843, 861,
¢ |, A, Taine, The French Revolution, Vol. IIT, pp. 377304
© 8 B, Levasseur, Histoire des Classes Oeuvritres, ad ed, Vol. T, pp. 195-204. .
8 C., Gomel, Histoire Financidre de la Législative Assembite ef de lz Convention,
Vol. IT, pp. 70~71. . . S
.T'F. Rvrard, Les Subsistances dans le Dépariement de VEure, Commission de
Recherche, 1909, Pp. 58-50.
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that the system of control saved France when * Economic Federal-
ism” was at its height.! Mathiez contends that at least for 1794,
“‘the vigorous enforcement of laws that the Committee of Public
Safety had known how to enlist for the public benefit,” proved
quite effective.? Lefeébvre, in a study of the District of Bergues,
concludes that after the initial period of May to September, 1793,
the maximum was in general obsetved, and little want was felt
until after the first half of 1994. He attributes any scarcity that
was prevalent to the war, and not to the maximum laws; but he
concedes that central control broke down from September to De-
cember, 1794, and that clandestine commerce developed rapidly
thereafter?

Blanc, also, announces himself a disciple of the Jacobins. In his
opinion, scarcity was caused by speculation, rather than by gov-
ernmental control? He concedes, however, that the shutting
down of stores and factories and the hoarding of supplies was
caused by the application of the maximum system.® But he whit-
tles away his concession with the following conclusion: ““The max-
imum laws gave the Assignat life, maintained them at par, and
theAssignat thus supported created the prodigious resources neces-
sary for the support of fourteen armies. The repealof the maximum
laws was a death blow to the Assignats.”® Finally,one studentven-
tures the statement that the maximum period was the only period
when Rheims did not suffer from famine.’

3. Resvrrs or CoNTROL

The first maximum, voted in May, 1793, provided for the fixing
of the price of grain in each department on the basis of the local

! H. E. Bourne, ¥ Maximum Prices in France 1703-4,” American Historical Re-
view, Vol. XXTII, pp. 107-113.
3 A. Mathiez, #La Dictature Economique du Comité de Salut Public,” Annales
.Rluoluﬁonnaim.r, Vol. XV, pp. 462-463,
8 Les Subsistances dans le Disirict de Berguies, Collection de Documents Inédits,
Introd., pp. lvili-lxxiv.
4 1, Blanc, Histeire Sociakiste de la Révolulion, Vol. IT, p. 638.
" Ibid., p. 500
Ibzd PP- 599-591.
7M. G Laurent, Les Subsistances & Rheims pmdant la Révolution, Commission
de Rechercke, 1913, p. 472.
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prices for the first four months of 1793. It did not function well.
The local authorities competed for theavailablesupplies, and often,
through lax administration and the establishment of high maxi-
mum prices, obtained disproportionate supplies of grains at the ex-
pense of their neighbors.! Incessant protests against the non-
enforcement of the maximum reached the authorities.2 The first
reaction to the maximum was a precipitate increase in the prices
of the commodities not subject to control.! Because the authori-
ties did not control the price of flour, the price of bread soared in
spite of the control of the price of wheat.t

Garnier, an agent of the Minister of Interior, analyzed the situ-
ation concisely on June 26, 1793: The maximum should be re-
pealed; the possessors of stocks refuse to sell at low prices, and
those in need are unable to buy; localities exaggerate their needs,
and individuals underestimate their supplies. Fifty primary as-
semblies in the Southern and Central parts of France, in express-
ing their opinions on certain constitutional questions, gave their
views on the maximum system. All but one assailed the system:
the maximum deprives the peasant of the fruits of his labor, as he
is forced to sell at low prices and buy at high ones; he sells little,
and famine follows. Only the departments near Paris, hostile to
the “grande culture,” favor maximum prices Ronsin informed
the Executive Council (at this time responsible for the enforce-
ment of the maximum laws) that the maximum system was the
greatest single cause of the deficiency of subsistence for the French
armies.® The Jacobins admitted in the latter part of August that

1 Les Subsisiances dans le District de Bergues, Vol. 1, p. 21; Rapports des Agenis
Secréles du Minisire de UIntérienr, Vol. I, pp. 200-201. C, P. 5., VoL. VI, pp. 174~
173, 451; Arch, Parl., Vol, LXX, pp. 525~526; Correspondance Générale de Carnol,
Collection de Documents Inédits, Vol. IIL, p. 50. Dépuriement de I'Orne, Recueil
des Dacumenis d'0Ordre Economique, Collection de Documents Inédits, Vol. II,
PP, 106~107.

2 C. P, 8., Vol. VI, pp. 3t5-—317; Les Subsistances dans le Disivict de Versailles,
Vol. I, p. 336; C. Porée, Les Subsistances dans I'Yonne, Etudes sur I'Histoire de lo
Révolution, pp. 30-44-

3 Zes Subsistances dans le Disirict de Versailles,Vol.L,p. 336; Département de V' Orne,
Vol. I, pp. 166~167.

4C. P, S., Vol VI, p. go. )

§ C, Reffatérte, Les Revendicalions Economigues-¢f Sociales des Assemblées Prin

maires de Juilles, 1703, Commission de Recherche, 1406, pp. 336~347.
8 Correspondance de Carnot, Vol. III, pp. 16-x7.
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the subsistence problem still appeared to be insoluble.! The agent
commissioned to buy subsistence for the Army of Tours requested
permission on August 24 to buy subsistence at prices above the
roaximum.? The improved laws of September, 1793 were framed
to obviate many of the difficulties revealed in the May law.

Much evidence is available of sales above the maximum prices,
of unsuccessful requisitions, and of empty markets. Dealers fre-
quently sold out their stocks and did not replenish them? Farm-
ers slaughtered their young beasts to take advantage of the high
market price of animals; for, although the Government controlled
the price of retailed meat, it did not regulate the price of the beast.
Live stock requisitioned at maximum prices was not replaced, for
replacement required an outlay of two or three times the price of
sales to the Government. Farmersabandoned their farmsin some
cases and consumed their plentiful hoardsin idleness.® Thehoard-
ing of commodities by the rich became a frequent subject of com-
plaint with the enactment of a general maximum in September.
Saint Just mercilessly assailed the rich for their excessive buying,
He feared that the reduction of prices resulting from control only
enabled the rich to double their purchases.”

Violations of the maximum law, viz. sales above the legal prices,
and sales at the home of the farmer were frequently complained
of8 We should be careful, however, not to place too much sig- .
nificance in these scattered reports of violation: Violation is more
likely to attract comment than compliance. The more frequent
reports of failure in the fall of 1794 make us reserve our decision
for the previous year.?

1 Arch. Parl., Vol. LXXIT, pp. 474-475-

2¢. P, 8., Vol VI, p. 03,

8 P, Caron, Paris pendont ln Térreur, Val. I, p. 114.

$C.P.S, Vol X, p. 386,

8 78id,, Vol. VIIE, p. 247,

Ll o8 Caron, op. cit,, Vol. T, pp. 247-245; R, H&sden, Journal of a Spy, pp, 32~33;
C. P 8., VoL VIII, p. 36,

M'amteur, Vol. XVIIT, p. 108; P, Caton, op. ¢ff., Vol. I, pp. a47~248.

8C. P. S, Vol X, p. boo; Vol. XI, pp. 345, 490~491; Sociié des Jacobins,
Callection de Documents Inédits sur I Histoire de Parls, Vol. V, p. 6503 L. 5. Mercier, '
Le Nowveay Paris, Vol. IIL, pp. 8o-82. .

¥ See for example Le Comilé des Subsistences de Toulouse, Collections de Docu-
ments Tnédits, p. 173; also Les Subsistances dons le Disirict de Chanmont, Vol I,

. PP 602-6o3; and Monitenr, Vol. XX7, pp. 703-798.
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Technical violations were numerous, also. Dealers sold cooked
rather than raw pork, because the former was not subject to the
maximum.! Official recognition of the violation of the law was
not unknown. Thus a soap corporation received permission from
the Government to sell soap at prices considerably above the maz-
imum.? Indemnities to public contractors for selling at the maxi-
‘mum were granted.? Relatively few of the infractions of the law
were brought to the attention of the courts. Wallon only men-
tions a few condemnations.? References to judicial action are rare
in documents dealing with the subsistence problem® Confisca-
tion of the commodity involved was the usual punishment in the
local courts.

Clandestine trade developed in a spectacular manner. The
middlemen involved (largely women) dealt in semi-luxuries, such
as eggs and butter, which they bought at the maximum and resold
at a profit. This trade was appreciable in the fall of 1793 and as-
sumed added importance as opposition to the maximum waxed.
Sales at prices of two or three times the maximum were common,

A maximum system based on prices below the cost of produc-
tion, had to be strengthened by the right to requisition. Requisi-
tions were necessary to feed the army, Paris, and other communi-
ties without access to adequate food supplies. The Government
was thus empowered to force the farmers to dispose of their prod-
ucts below the cost of production. Requisitions often required
pressure, and failures were frequent. On many occasions depart-
ments already suffering from inadequate provisions were the vie
tims of oppressive requisitioning.” The authorities often clashed,
and identical supplies were frequently requisitioned for several
armies.® The representatives ““en mission” often had to acknowl-

L Rapports de Grivel et Sirel sur les Subsistences, Commission de Recherche, 1907,
P 110,

% Le Comité des Subsistances de Toulouse, p. 1737

8¢.p, 5., Vol X1, p, 290

fP.H. Wallon, Histoire du Tribunal Résolutionnaire, Vol. T1, pp. 4go-go1; Vol
I, p. 469.

¥ Sea Lo Comité des Subsisiances de Taulau,se, p. 163, hawever,

& R. Hesden, op. cil., pp. 23~24.

¥ See for example C. P. §., Vol, XI, pp. 178-:79, Vol. XTI, p. 736 Vol. XVI.II,
PP, 436, 563~564.

C.P.S., Vol. XI, p. 68; Vol. XII, p. 150 —at least five authorities were giving
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edge their errors and moderate their demands.* Threats, coercion,
and arrests were the lot of many local officials.? The Government,
in its desperation, often acted unwisely. (Witness an announce-
ment of June 26, 1794 to the effect that all of the newly harvested
crops wete submitted to the requisition of the Government for the
use of the army and country.?) But in spite of all its deficiencies,
the system of requisitions made possible the feeding of the army
and the country.

Complaints of scarcity were frequent.! So long as the Govern-
ment enforced sales below the cost of production the farmers pre-
ferred to hoard their supplies; and the public, encouraged by the
low prices, purchased in excess of current requirements. We can
only conjecture as to what extent the domestic and foreign war-
fare contributed to the scarcity.

The supply of products not subject to the maximum disappeared
more rapidly than the controlled commodities. At a rather eatly
stage of the maximum history, the observer, Grivel, reported that
milk, a commodity not subject to the maximum, had increased in
price four fold.

The lack of meat, in particular, concerned the authorities; for
although the Government controlled the retail price of meat, the
price of the animal was not regulated. The butcher, who con-
tinued his vocation only under the relentless pressure of public
opinion, encountered severe losses.? Grivel explained that the sale
of meat at the price of 13-14 sous that cost the butcher thirty-two
sous, was prejudicial to the interests of the country. Siret, Grivel’s
companion, explained that, whereas previously three-fifths of the

orders relating to identical supplies of subsistence; Veol. XIT, p. 683. In June, 1794,
the Committee of Publie Safety disavowed an act of its representative who requisi-
tioned all the grains in three departments.

L C. P. 8., Vol. XVIII, pp. 767-760; Le Comité des Subsistances de Toulouse,

e 339
C.P.S., Vol. XI, pp. 658-650; Le Comilé des Subsistances de Toulouse, p. 163.

8 Recueil, Cérédles, pp, 194-197, 207; also C. P. S., Vol. XVII, pp. 51-53. In
November, 1704, the Convention protested against the “limitless” requisitions of
the officials,
. 4 C. A, Dauban, Paris en 1794, pp» 5960, 185; C. P. §., Vol. XI, p. 430; C.'
Porée; Les Subsistances dans PYonne, pp. 63-67.
* .5 Rapporis de Grivel ot Sirel, pp. 160~162.
" & A, Schmidt, Poris pendant in Révolution, Vol. II, pp. 222226,
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people had abstained from meat during one hundred and forty-one
days annually, the people, now relieved from religious restraints,
were consuming meat every day.! The uprising of the West, the
seat of rich grazing lands, aggravated the situation. The Govern-
ment in general pretended not to take notice of the many viola-
tions on the part of the butchers.? The Committeeof Surveillance
of Paris did caution the butchers, however, to discontinue sales to
the rich at fabulous prices.? The Government had no alternative
but to offer indemnities to the provisioners of meat for the army,
and finally to agree to pay market prices for meat! Serious pro-
posals to enforce a “Civic Lent” were made in Parliament.

The inferior quality of commodities was a common complaint,
Soaps were of wretched quality and did not lather.® Milk wags
sold as cr''m.”  Grivel reported a depreciation in the quality of
cloth.® The women continually abused the butchers for selling
an increasing proportion of waste with their meat.® The public
bewailed the wretched quality of the bread.?® Customers endured
discourteous treatment in the market places, and were forced to
wait in long lines for almost every purchase* The “queue” be-
came a notorious institution of the Revolution. Thus the dealers
partially offset losses incurred as a result of the maximum laws,
and the consumers in reality paid a higher price than a mere con-
sideration of the prices would indicate.

A discourse rendered by Isoré before the Convention on Sep-
tember 18, 1794 reveals the deplorable state of affairs reached in
the fall of 1794: Many middlemen and few manufacturers are
thriving. The controlled price of the raw material is out of line

L Ropporis de Grivel et Sirel, pp. T75-181,

2 Ibid., pp. 112-113; P. Caron, Paris pendant la Térreur, Vol. I, pp. 260261,

3 B. J. B. Buchez et P. C. Roux, Histoire Parlémentaire, Vol. XXXII, pp, 2~4,

4 ¢, P. S, Vol. XII, pp. 107-108; Vol. XITT, pp. 368-360.

B B. 1. B. Buchez et P. C, Rouz, ap. céf., pp. 10-12.

& P, Caron, Paris pendant la Térreur, Vol, I, p. 141.

7 Ibid., pp. 260-361.

8 Rapports de Grivel et Siret, pp. 124~125; also C. P. S., Vol. XV, pp. 54~58,

¥ See for example C. A, Dauban, Paris en 179466 1795, . 144; P. Caron, op,
¢it,, Vol. II, p. z00.

1 Les Subsistances dans le District de Versailles, Vol. I, p. 328; Vol, L, pp, 183~
188. .

U 1. S, Mercier, Le Nowveau Paris, Vol. ITI, pp. 78-8a; P. V. Ag. ¢ Com.,
Vol. 1V, pp. 454—456; P. Caron, op. ¢it.,, Vol. I, p. 328,
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with the price of manufactured goods, usually not controlled.
Prices vary from place to place. Superfluities and deficits are the
rule in neighboring localities. Sales are made fraudulently every-
where. Requisitions are excessive, and penury results. Official
and unofficial buyers compete, and prices have increased. The
official control of purchases has led to much corruption. The low
maximum prices are responsible for the excessive purchases and
inordinate violations.!

Tavorable reports on the maximum were not numerous. Jacob
Dupont informed the Convention on July 31, 1793 that the maxi-
mum had at least saved the Government large sums in the pro-
visioning of its armies.? Although the people expressed much con-
cern about their subsistence in 1794, the markets of Paris were
well stocked even in the fall of 1794, as is apparent from the police
reports of the period The observer, Siret, refused to condemn
the maximum laws unreservedly: scarcity had been known before
the introduction of price control.t

A system of maximum prices and rationing was likely to cause
a readjustment of consumers’ budgets. The public turned to the
absolute necessities of life more and more when they could be ob-
tained. Although Paris consumed 1500 sacks of flour per day in
1789,° the Committee of Public Safety announced that its con-
sumption had increased to 1800-1850 sacks in 1794.° One reason
was evident from that report. Whereas previously all of France
had consumed 4o0,000 head of live-stock annually, now the
army alone consumed that amount. The abnormal consump-
tion of bread continued even after the maximum. Although com-
plaints were current of pittances of a half pound of bread daily,
the law allowed rations of 1 and 134 pounds, and the daily con-
sumption had increased to 2150 sacks by February, 1795”7 Boissy
had been successful in reducing the daily rations to x pound for all

. X Maniteur, Vol. XXI, pp. 793-.797
. 1 Arch. Payl, Vol, LXX, p. 5
8 Régction T hermdanmne, Vol I (numerous passages).
1 Raﬁort: de Grivel et Sirel, pp. 128-129,
5 Actes de Commune, 1st Series, Vol. IL, p. 560.
‘ C. P. 8., Vol. XVIL, pp. 176-180.
- Réachm Thermidorienne, Vol. I, pp. 6oz, 603, 619, C.P.S., Vol XX, pp- 206-
208,
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but workers.! The Government promised rations of but 34 pound
of meat at 21 sous a pound on every fifth day. The wretched con-
ditions in the fall of 1795 were probably unparalleled in the his-
tory of the Revolution. Even Paris had to be content with daily
rations of 8 ounces of bread, and potatoes now constituted an in-
dispensable item in the daily menu of most Parisians* The larger
consumption of bread in Paris is explained by the paternalistic
attitude of the Government toward Paris.

Other parts of the country suffered more seriously from the de-
ficiency of subsistence. The citizens of Versailles received but 4
ounces of bread daily in April, 1795.® The inhabitants of the Pyr-
enees obtained 3 ounces daily with difficulty in May, 1795.4 The

.people of Toulouse received 8 ounces daily in the latter part of
1794.°

Subsistence was available for all during the maximum period;
famine was absent in spite of the repeated reports of scarcity. The
deficiencies of the maximum period proper were trivial compared
with those of 1795. If we appraise the advantages of control, we
should also consider the year 1795. Idoubt whether themaximum
system led to an appreciable abandonment of farms. The ob-
servant and ubiquitous representatives of the Committee of Public
Safety ferreted out few offenders.® The discomforts and famine
suffered in 1795 resulted from the questionable policy of repealing
the maximum laws when the country was in the midst of a costly
war. Necessity required the continuation of control until the war
was over, once the system had been established. Repudiation of
the policy resulted in the temporary withholding of supplies in
anticipation of higher prices, and in attempts to purchase all avail-
able supplies on the part of the consumers. In the midst of a great
war, can it be expected that farmers and consumers suddenly freed
from restraint would react otherwise? I am inclined to attribute

L7, D#b. et Déc., Vol. LXIX, pp. 355-358.

¥ Reaction Thermidorieane, Vol, 1, p. 429.

$ Les Subsistances dons Is Disirict de Versailles, Vol. II, P 20L

4 C. P, 8., VoL XII1, pp. 740754 .

5 Le Comité des Subsistances de Toulause, p- 118, :

8 However, see Recueil des grincipayx Tegles concernanl, I'Economie Rurcle,

Comnmmn de Recherche, 1907, ppv 350-35%. (& law againat such desertions of -
farms is given.)
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the troubles of 1795 not so much to the maximum policy as to the
premature discontinuance of that policy.

The Government, in repealing the maximum legislation in De-
cember, repudiated the system of restrictions; but it required the
fulfillment of requisitions already made. A system of preemption
for the Government at market prices was substituted. Weary of
the exactions demanded by the system of control, the public was
anxious to be freed from all restrictions; but their fears of famine
increased with the approach of the days of freedom. Their fears
were well founded. The farmers refused to provision the markets;
requisitions were vexatious and were disregarded. The Govern-
ment resorted to a new system of control, more exacting but less
effective than the earlier system.

About the scarcity of subsistence in 1795, there can be little
doubt. Lefébvre writes that the fear of starvation began to cause
trouble in Bergues late in 1794.! The peasants refused to accept
the depreciated paper money. Similar apprehensions were prev-
alent in Versailles? A great fear was evident in Paris; the police
inspectors received more numerous and more sincere complaints
in February, March, and April than ever before.® The authorities
of Chaumont complained of an unusual increase in prices and an
unprecedented disappearance of commodities,* The Committee
of Public Safety granted many subsidies to the Provinces for the
purchase of bread® The rations of bread outside of Paris were
smaller than ever in 1795.5 The army partook of the general
distress.’

The Government renewed its old requisitions and ordered new
ones throughout 1795. The absence of a consistent policy made
the fulfillment of these requisitions very difficult. Evasion was
easy when the cultivator was granted the privilege of withholding
six months of supplies.® The circulation of grains beyond the

1 Les Subsislances dans le Disirict de Bergues, Vol. I, pp. Ixxxvi-Ixxxviii, ¥

® FLes Subsistances dans le Disirict de Versailles, Vol. I1, pp. 350351, 354-359-
3 Réaction Thermidorienne, Vol. I, pp. 406-492, 500-517%, 560, 652-663.

4 Les Subsistances en Céréales dans le District de Choumont, Vol. IL, p. 437.

5 ¢.p. §., Vol. XIX, p. 510, : \

8 C.P. 5., Vol. XIX, p- 793; Vol. XX, pp. 348~350; Vol. XXITI, p. 232.

7 H, Bourdeau, Les Armées au Rhin au Début du Direcigive, pp. 307-308, 310-311
8 Les Subsistances dans le Disirict de Bergues, Vol, I, pp. Ixxxiz-xc,
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limits of each municipality was beset with difficulties.! Requisi-
tion that had become more frequent and more harassing, had also
become more difficult to enforce? Even more heroic measures
brought little success. The administrators of Versailles, for ex-
ample, required the farmers to fetch one-fortieth of their crops to
the market on every tenth day.? On January 22 the Convention
ordered the arrest of all cultivators who were in arrears to the
Government.? In March, the failure of requisitions received much
attention® Lecointre informed the Convention that the right of
requisition was publicly sold, and that various officials sold requi-
sitioned commodities at double the price of requisition.! On
March 23 the Committee of Public Safety requisitioned one-fifth
of all the grains and vegetables in all the departments subject to
demands for the provisioning of Paris and the army.” This law
was evidently not enforced, for soon after the Government voted
another decree which allowed the officials of the granaries of Paris
to withhold two months of provisions if they sent the remainder
to Paris.® The representatives of the Government with the armies
of the North and of the Sambre-and-Meuse complained of the il-
lusory character of the requisitions.?

The kaleidoscopic changes of measures, the rapid movements
from one policy to another, distinctly more rapid than had been
the case in 1793-94, attest the weakness of the Government and
the failure of the requisitions. The changes occurred so quickly
as to warrant a presumption that most of the measures had
failed. The Government ordered a new “census” of grains as
of May 2x. Each locality was to retain enough to sustain itself
until the harvesting of the next crop.*? On July 22 the Conven-
tion instituted a Patente law, requiring a license for the privilege

L o5 Subsisiances dons lo District de Bergues, Vol I, p. xcv.

2 €. P. 8., Vol. XIX, pp. 407, 480-493, 510-511, s60-561, 577, 685-636, 724.
3 Les Subsistances dans le District de Versailles, Vol. I, pp. 353, 354~350.

4 C, P. 8., Vol. XIX, p. 61g. :

5 Ibid., Vol. XX, pp. 730~73%, 752.

$ Moniteur, Vol. XXIII, pp. 438-440.

1 C. P. S., Vol, XXI, pp, 261262,

8 Ibid. -

¥ Ibid., p. 540. :

W Recueil, Céréales, pp. 252-253.
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of dealing in grain. This was an attempt to regulate the grain
trade! The Commission for provisioning the market in a cir-
cular of August addressed to the administrators of the depart-
ments, suggested a systematic provisioning of the market as a
method of reducing prices? The Committee of Public Safety
on August 24 put the army at the disposal of the local authorities
to insure the enforcement of requisitions? The Convention also
adopted its former policy of frowning upon sales outside of the
market.!

In the autumn, with excellent crops and a marked reduction of

' the scale of the war, want disappeared® The dangers of famine

were over. The armies continued to suffer, however, from the de-
moralization caused by the policy of control. Jourdan, a great
general of the Revolution, said in February, 1796: “The army
has subsisted for a long time only on requisitions, but these requi-
sitions have destroyed all the resources of the country. The supply
of meat is inadequate; it has been maintained so far only by tak-
ing away supplies in sections where there remained only the
beasts necessary to cultivate the land.

4. SIGNIFICANCE FOR THE ASSIGNATS

Writers often assume that the Government introduced price-
fixing to enhance the value of the Assignat in terms of commodi-
tles” That assumption is untenable, The debates that led up to
the maximum contain nothing that supports that contention. The
members of the Convention did not realize, before the introduc-
tion of the system, that maximum prices might affect the value of
the Assignat to a significant degree, The system of maximum
prices, however, sustained the value of all the Assignats that cir-
culated; and since the Government’s power of spending wag limited
only by its needs and powers of requisition, the system proved to
- Y Recueil, Céréales, pp- 355-257,

.2 Ilnd, pp. 360-261.

‘ J le e Déz., Vol XXVI, PP. 23-27,

-8 Réastion Thermiidarienne, Vol. 1L, 7p. 724, 746.

® H. Bourdeau, Les Armdes dy Riin, pp. g07-308.
-7 Ses for example Marion's apinion-given in an earlier part of l;hm chapter, and

- Mallet d. Pan's opindon glven in Chapter II,
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be lucrative. Since the Government expended a large proportion
of all of its receipts on subsistence and supplies which were put at
its disposal at prices only moderately above those of 1790, the
Government suffered a relatively small loss from the depreciation
of the Assignats. Whereas prices otherwise might have increased
2 or 3 times, or even more in 1793-94, actually the Government
paid but 3334 per cent additional in most instances. The Treasury
expended 82 millions (stable value) in the purchase of two-thirds
of the bread and a small proportion of the meat consumed in
Paris in 1795. To clothe and feed an army of 1 to 134 millions —
2 or 3 times the population of Paris — probably required an addi-
tional 200 millions! Requisitions presumably enabled the Gov-
ernment to obtain its supplies at market prices in 1795, but these
prices were notoriously below compelitive ones. The difficulties
encountered by the Government attest the low prices of requisi-
tioned commodities. Did not maximum prices and requisitions
enable the Government to carry on undiminished warfare during
the period of regulation in spite of marked decreases in the stable
value of public revenues?

Marion asserts that the maximum, a procedure to stop or con-
ceal the depreciation, soon proved powerless and injurious. Haw-
trey is of the opinion that the strong Government during the
Terror profiting from maximum prices, a forced loan, and military
success, was responsible for the enhancement in the value of the
Assignat. Blanc was unequivocal: the maximum prices infused
new life into the Assignat, and, thus strengthened, it became
a lucrative resource, which enabled the Government to carry on
its wars successfully. In a sense all these writers are inaccurate.
An increase or decrease of the value of the Assignat becomes al-
most meaningless under such conditions. The Assignat was not a
uniform monetary unit. For the Government ten livres in 1793
would purchase the provisions which seven and one-half had pur-
chased in 149o; but the system of rationing forced the public to
hoard a large proportion of their money, and thus their Assignats
lost a much larger part of their value.- An Assignat at the disposal

} The Government at one time admitted that the army was consuming the
equivalent of the pre-war consumption of meat. C. F. 5., Vol XVII, pp. 176180, '
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of the Government was not of equivalent value to one at the dis-
posal of the public, The value of the Treasury’s Assignat was in-
creased at the expense of the public’s; the Government had a,
prior lien on all necessities and services. Without the privilege
of a prior lien on commodities and of an artificial reduction of
the prices of commodities and wages, the Government would
have required many more Assignats to make a particular pay-
ment; and the public would have competed more strenuously
for the available supplies. The necessity for more Assignats would
have resulted in a cumulative increase in the issues, and they
would have depreciated in 179394 as rapidly as they did in 1795.
The average private consumer did not gain from the restricted
issues made possible by control, because the Government had a
prior lien on supplies. Actually, the system of regulation made it
possible for the Government to command sufficient purchasing
power without the necessity of resorting to the immoderate issues
required in 1795. Blanc and Hawtrey are probably correct in so
far as they attribute victory to maximum prices; but they are
hardly justified in discussing without some caution the general
appreciation of the Assignat during this period. As the Govern-
ment requisitioned increasing supplies and services, the Assignats
privately held represented a smaller proportion of the total stock
of commodities. The Assignat belonging to the Government ap-
preciated; the average Assignat at the disposal of the public
depreciated.

With requisitions, and maximum prices below market prices,
supplies of commodities were increasingly withheld from the mar-
ket. A scarcity of commodities was apparent even before the
maximum period. The additional hoarding of supplies under the
maximum system and the losses resulting from the Government’s
prior lien on supplies were costly for private holders of Assignats.
The resulting fall in the value of the aggregate of Assignats is to
be set against the increase in value of disbursed Assignats caused
by the reduction in prices made possible by control.

My historical survey of the subsistence question points to the
following periods as those of scarcity and trouble:
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Vied S
Per Ceant
1792 January-March (War in April) 88. in December, 179t
September-November (Decision of 75. in March, 1792
December 8 to continue non-regu- 72, in August to
lation of the grain trade) 75. in December
1793 January-April (Outbreak of war with England; %s.in Dec., 1702 to
first maximum in May) 58. in April, 1703
May-August (Detrimental effects of an inefficient 58. in April to
system of control) 39. in August
1704 July-December (Downfall of Terrorists and weak- 4o, in June to
ening of their economic system) 28, in December
1705 January (Repeal of maximum laws and scarcity)  28. in December, 1704
-November to .8 of 1 per cent in

November, 1793

When subsistence was scarce, or when the public feared for its
food supplies, the Assignat depreciated rapidly. The only excep-
tion seems to have been the last few months of 1792; but in that
period the subsistence problem was not very troublesome. The
disturbances were serious, however, and the discussions attracted
much attention. Moreover, the increase in the value of the Assig-
nat of 3 per cent is rather misleading. Compare the increase of 3
per cent with that of 14 per cent according to the Treasury figures
for the price of gold and silver, and it will be evident that if the
prices of gold and silver were excluded from consideration in the
local tables, a depreciation would have been found for this period.
Tt does not necessarily follow that in each case the state of the sub-
sistence market was the initial cause of the changes in the value of
the Assignat. Doubts about the possibilities of procuring sub-
sistence in 179z and 1793, for example, might have been a mere
accompaniment of the proximate possibility of war early in 1792
and in 1793.

No single factor can explain the depreciation at any one time.
Nevertheless, it is my opinion that the state of the subsistence
market was a factor of prime importance in each of the periods
mentioned. The depreciation of July to December, 1794 — the
limited meaning of changes in the value of the Assignat during
this period is stressed — was genuine because the system of con-
trol broke down sufficiently so that people could spend Assignats
with a tolerable amount of freedom; and the depreciation was:
caused largely by their haste to buy subsistence. The same re-
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marks pertain to the first four months of control: the control was
ineffective, and the public was able to spend freely. Only because
this freedom was effectively limited in the next year or so did the
dishursed Assignat become so.valuable.

The Assignats were worth nothing if they could not buy bread,
the substantial and almost the exclusive necessity of life. The
inelastic and dwindling supplies of bread concomitant with the
inelastic demand evidenced in the increasing offers of Assignats,
were fatal. In 1795 the scarcity of subsistence and the surplus of
Assignats were especially apparent. I believe that the conditions
of famine were one of the most important causes of the depreci-
ation during the final eighteen months of depreciation. More-
over, the necessity of buying subsistence for from one and a half
to two million people, was the most important single cause for
the increased issues of paper money,



CHAPTER VII
CAUSES OF DEPRECIATION

(Through the Terror)

THE termination of the Terror is an appropriate and convenient
place to divide the study of the causes of depreciation. Before
Robespiérre fell, the Assignat maintained a relative stability com-
pared to what was to follow; depreciation was not as decided nor
as uninterrupted as in 1795. The termination of the Terror re-
sulted, also, in a discontinuance or an ineffectiveness of the eco-
nomic policies of the Terror, which was of vital significance for
the Assignat.

1. Tae OriNIONS OF PRESENT DAy WRITERS

The French, in general, assume depreciation without a con-
scious attempt to explain it. We may say that the more impor-
tant French authors have a fatalistic theory of paper money depre-
ciation. Depreciation was inevitable; an explanation is unneces-
sary. Levasseur, Stourm, and Gomel offer virtually no explana-
tion.! Blanc attributed the high prices to the excessive issues of
paper money, and (true Jacobin that he was!) to the actions of
the monopolists.? But the depreciation of the Assignat was evi-
dently another problem for Blanc; for he attributed the depreci-
ation largely to counterfeiting and to the extensive offering of
foreign credits for Assignats? Colson wrote that the depreciation
was inevitable because the Assignat had no value of its own; a
sale of land was necessary to redeem it.* Jaurds avoids an expla-
nation by telling us that the Assignat did not depreciate during the

1 Subercasenux attributes the depreciation. to excessive fssues and loss of con-
ﬁdence Le Papier-Monungie, pp. ¥55~3506.

2 L. Blanc, L'Histoire de la Révolution Frangaise, Vol, IL, pp. 587-588.

: Ibid., pp. 583-584.

A. Colson, “Tableaux des Billets de Confiance Emis dans les 83 Départe-
ments, Rewe Numismolique, :85=,p 263, © .
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first four years! Marion, a carping critic of the Assignats, con-
tributes the following general theory of depreciation.

“In pretending to impose on rural populations this ‘signe’ which
they never desired, and because of which they concealed their
products, the Revolution burdened itself with a frightful task; and
it is well to say that the Assignat did more harm than good. With
the Assignat came a latent civil war, sometimes open, also, be-
tween the rural inhabitants refusing to accept, and the cities pre-
tending to force them.” Evidently Marion believes that the an-
tagonism of the farmer did much to undermine confidence in the
Assignat.?

Tllig, a German, scorns the influence of land sales on the value
of the Assignat. Since the new creations far outnumbered the
burnings, the sales of land were of secondary importance. He finds
it necessary, however, to abandon the quantity theory (at{least in
this simple form) for an explanation of the increase in va‘me dur-
ing the Reign of Terror. He attributes that increase to the! fearless
policies of the Government.® Because he emphatically; believes
that the Assignats moved in complete harmony with thie foreign
exchanges, he contends that any factor that influenced] the ex-
changes affected the value of the Assignat. In particujar, Illig
mentions counterfeiting and the purchase of necessities asifactors
that contributed to the depreciation of the exchanges’

Hawtrey's attack is brilliant always, but vulnerable at }imes.
‘The early depreciation, in his opinion, was caused largely biy the
disproportionate issues of large denominations. The precipsate
depreciation of the spring of 1792 and of the first eight monkhs
of 1793 ate described as speculative excesses, and the reactio
from these declines, the appreciation of the fall of 1792 and of thé
last four months of 1793, are, therefore, easily explained. Haw--
trey asserts that the economic conditions did not warrant the low
values of the spring of 1792 and the summer of 1793. For both
periods, also, he is of the opinion that the appreciation was par-

1 1. Jaurds, Histoire Socialiste, Vol, II, p. r11.

2 M. Marion, Histoire Financiére, Vol. I11, p. vii.
8-¥, Tllig, Das Geldwesen Prankreichs, pp. 7376
$ bid., p. 71,

S Fbid., pp. 7172, 718,
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tially a depreciation of gold. In the earlier period, he points to
the depreciation that accompanied the business expansion in Eng-
land; and in the later period, he points to the measures taken
against the precious metals. Hawtrey finds an explanation for the
depreciation after the maximum period in the rapid consumption
of hoarded balances and in the frenzied competition of traders in
re-stocking.! I have commented on Hawtrey’s presentation in
Chapters II1, IV, and VL.

To Falkner, a Russian, belongs, in my opinion, the distinction
of having contributed the most subtle, as well as the most in-
genious explanation of depreciation. In so far as Falkner presents
one explanation, it may be called a juristic-quantity theory of
depreciation. He explains the relatively high value of the Assig-
nat until July, 1790 by the fact that the Assignat was primarily a
capital investment, rather than a circulating medium. The dis-
continuance of interest payments resulted in a further fall of 5 per
cent from August to December, 1791. Falkner explains the reten-
tion of a relatively high value until May, 1791 by the displace-
ment of the metallic money and the assumption of the monetary
function by the Assignat.?

The fall to a low value of 57 per cent within the next year, how-
ever, requires a different explanation. Since the increased circula-
tion of money does not offer an adequate explanation, he shifts his
attention to the political and economic conditions of the period.
Note, nevertheless, the important modifications: “Only thanks to
the comparison with gold and silver and to the cost of gold and
silver, are ‘Kreditpolitische’ variations in the valueof paper money
without a corresponding change of their supplies possible; for the
whole value of the circulating media is a stable amount which
equals the value of the supply of goods to be exchanged. But
when the metals circulate alongside of the paper money, a relative
depreciation of one kind of money is possible,”® In other words,
Falkner implies that an increase in the value of the Assignat with-
out a corresponding decrease in the supply of paper money was

L R. G. Hawtrey, Currency snd Credit, 15t ed., pp- 248-240.
% §. U. Falkner, Dos Papiergeld der fransisischen Revolution 1780-2797, PD.

3440
& Ibid., pp- 8041,
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possible only because the metals were deprived of some of their
monetary employments. The factor of confidence is evidently of
no importance. If gold and silver had not circulated alongside of
the Assignats, no political or economic event,in Falkner’s opinion,
could have brought about a reduction in the value of the paper
money without a proportionate increase of the supplies of money.

In explaining the appreciation of thelatter part of 1793, Falkner
repeats his emphasis of the increased monetary functions of the
Assignats, now substituted for gold and silver banned by a strong
government. The increasein depreciation that began in the middle
of 1794 and extended through the beginning of 1795, should not
be attributed to the political and economic conditions, for they
had improved. Since the metals had entirely disappeared, an exz-
planation in terms of quantities issued was now acceptable, says
Falkner: “The increase of the aggregate supply found its com-
pensation in a corresponding decrease in the value of each piece.
In May and June, 1794, the Assignats in circulation were three
times as great as the normal monetary circulation, and each As-
signat had a value of one-third of the gold livre. The return of the
metals in 1795, he continues, caused a more rapid depreciation of
the Assignats than a consideration of the quantities issued, alone,
would lead one to expect. Moreover, the value of the Assignat,
in competition with the metals, depended exclusively now on its
capacity to acquire goods, and to express the value of the goods.?
(One may wonder from what source the Assignat acquired its value
previously if not from its capacity to acquire goods, present or
future.)

2. AN EXPLANATION OF DEPRECIATION

A. First period— 170091 8
At the end of the period:

Notes emitted, 1860 mijllions,

Notes in circulation, 1490 millions.

Value at end of period (local tables), 86 per cent.
Value at end of period (Treasury figutes), 77 per cent.

1 g, U. Falkner, op. m,49
2 Itid., pp. 5353,
% See Chapter I for some addltmnal cons;dmuon of this petiod.
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Before the Revolution, the amount of money in circulation has
been estimated at approximately 2000 million livres. That a re-
duction of the circulation by one-fourth was accompanied by an
apparcnt depreciation, requires an explanation.! Gold and silver
had not completely disappeared; for purposes of hoarding and of
making foreign remittances, the metals were in strong demand.
The preponderance of large denominations of Assignats made the
metals indispensable for some payments. The Government, itsclf,
both often insisted on metallic payments and often disbursed gold
and silver.? Also, from the beginning an element of the popula-
tion distrusted the Assignats and hastened to disburse them.? The
resulting dissipation of balances, the continued competition of
gold and silver, the unavailability of the Assignat for small pay-
ments, as well as its unfitness for hoarding, resulted in a smaller
quantity of money functioning as effectively as a much larger
quantity had functioned previously. ,An American contemporary
whose memories of the American Revolutionary Curtency were
still fresh, admonished the French that the precious metals might
disappear before an equivalent issue of paper money appeared be-
cause paper money circulated more rapidly.$ '

Did the Assignat depreciate in 17g9o—gr?® Certainly, no testi-
mony is available of an increase in the price level.® The lack of
confidence, and the competition of gold and silver may explain
not why the Assignat depreciated, but why the aggregate of As-
signats, equivalent to but 75 per cent of the money circulating be-
fore the Revolution, did not appreciate. The local values based on
the prices of commodities, lands, and gold and silver, reflect a loss
of but 14 per cent at the end of this period as compared to a loss

! Cannan suggests that paper money is conveniently held and hence that the
introduction of an inconvertible paper money results in more money (paper plus
gold and silver) heing carried around. E. Cannan, Money, 4th ed., rev,, p. 46.

% p, V., Vol. LXIX, 761.

§ See Opinion sur les Assignals (Lille), pp. g~7, for the attitude of the provinces;
also P. V., Vol. XXI. (M. La Galissonnidre, p. 12} On September 24, 2790, the
vast majority of 33 cities declared themselves appased to paper money.

4 p, V., Vol, XXIX, “Au Peuple Francais sur les Assignats,” p, 16,

§ T consider this quegtion in Chapter IV, also.

6 The increased price of meat in Paris eatly in 1701 was caused by the peculiar

conditions of the meat market. Actesdela Commune, 2d sexies, Vol. I, pp. 452, 484;
Vol. II, pp. 129-133. .



168 THE ASSIGNATS

of 23 per cent for the Treasury values of gold and silver. The year
1791 was one of high land values. (The price of land increased at
least as much as the price of gold and silver.) But it is doubtful
whether quotations for land received much consideration in the
construction of the tables for this early period; hence I am of the
opinion that the higher values of the local tables are explicable by
the failure of the prices of commodities to rise. The value of the
Assignat in gold and silver fell to 77 per cent (as given by the
Treasury table); and if the value of Assignats in commodities had
remained at rco per cent, its value should have been 88}4 per
cent according to the local tables. This result rests on the assump-
tion of equal weights to (z) gold and silver prices and to (2) com-
modity prices in the construction of the local tables. The local
tables actually gave a value of 86 per cent. This apparent depre-
ciation was, therefore, little more than an appreciation of gold
and silver! Gold and silver were scarce because they were widely
hoarded, because the exchanges had depreciated sufficiently to
make the exportation of metals extremely lucrative,? and because
the Government required gold and silver for certain indispensable
payments’

Fear had contributed to a gradual disappearance of the metals,
and, therefore, to a correspondingly intense need for some addi-
tional money even before the Assignat had appeared.* The Gov-
ernment created the Assignat for other purposes, but incidentally
it in large part replaced the metals. The Government, primarily
because of its destitute state, and only secondarily because of its
desire to keep the paper money out of the hands of the poor, man-
ufactured large denominations preponderantly. The metals re-
mained the exclusive medium for small payments.® Those who

1 Dupont attributed the premium on gold and silver to their scarcity and utility
for wage payments. Monileur, Vol. V, p. 303; Lavoisier attributed the deprecia-
tion partially to an appreciation of gold and silver. G. Lavoisier, L'Zfaf des Fi-
nanees, pp. 64-6s..

Bergasse demonstrated in r7go that a saving of 8 per cent was made by ship-
ping gold instead of purchasing exchange. Profestation de M. Bergasse conire les
Assignats-Monnade, 2d ed., pp. 25~26. ’

% "The army expended 4 millions in the purchase of precious metals in 1701.
P. V,, Vol. LXIX, 761, Tables.

4 P. V., 4. & Com., Vol. III, pp. 316, 522.

% The municipality of Toulouse regulated (of necessity) the price of bread both
in numéraire and in paper. Le Comité des Subsistances de Toulouse, p. iv.
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maintain, with Jaurs, Levasseur, and Hawtrey, however, that
the inconvenient size of the denominations were in the main re-
sponsible for the early depreciation are largely in error, because
the depreciation was one in terms of the prices of gold and silver
and of the exchanges, rather than in the prices of commodities.
Also, as I have indicated in Chapter III, the lack of confidence
evident in the depreciation of the exchanges can be explained by
the sporadic attacks on the land security.

This absence of depreciation in a country which still remembered
the disturbances caused by Law, is worthy of comment. During
this period the Government attempted to overcome the deficiency
of small denominations. A decree of October, 17go and of May,
1791 authorized the creation of Assignats of fifty and of five livres.
The substitution of Assignats of smaller denominations for gold
and silver did not bring about price increases. Probably the most
satisfactory explanation of the stability of this period is to be
found in the general belief that the Assignat with its land security
was anything but a replica of Law’s dreaded paper. Falkner's as-
sertion that the Assignats did not depreciate at the beginning of
this period because they constituted a capital investment, con-
tains a semblance of truth. But the rentes were depreciated ap-
proximately one-half at the beginning of this period; attempts
to borrow failed miserably. It is possible that the land security,
the interest on the early issues, and the possibility of using Assig-
nats later to pay debts, accounted for appreciable purchases of
Assignats for investment purposes. The faith in the security and
the need of a substitute for the metals were, however, probably
the two most important factors contributing to the stability of
179091

The demand for money was probably greater in 179091 than
in the years preceding the Revolution. The subsistence markets
were normal again. Agriculture prospered as a result of the free-
dom from taxation, the liberty of cultivation, and the recently ac-
quired immunity from many feudal exactions. Jaurds, as against
Young, Levasseur, White, and Poinsard, contends that industry .
- at least held its own.! The liquidation of the privileged  Jurandes
' A. Young, ap. 6it., Vol. I, pp, 6og~610. E. Levasseur, op. cil., Vol. I, p. 59
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and Maitrises,” the free access to any industry, the encourage-
ment offered by the new patent system, the abolition of the feudal
rights of transportation, weights, sales and the like, and the aboli-
tion of all internal custom duties, all contributed to the develop-
ment of industry.! The depreciation of the exchanges offered a
bounty on exports that stimulated manufacturing and offset the
loss caused by the reduction of the purchasing power of the upper
classes. Internal trade increased as a result of the unified customs
system. The discontinuance of the collection of “péages et oc-
trols” was also helpful.2

The relative stability of the Assignat during this period is the
more remarkable in the light of the many attacks upon it. The
numerous attacks of the pamphleteers emphasized in particilar
the weakness and fictitiousness of the security.? Doubts of writers
of the prominence of Bergasse, Condorcet and Calonne as to the
availability of the lands, made an impression* In spite of these
attacks, the general confidence in the security was not appreciably
impaired. The rapid sales of land in 1791 are evidence of this.

The political outlook was dark; war with Austria and Prussia
threatened throughout 1790 and 1791. To many, the success of
the Revolution seemed not at all assured. The signs of internal
insecurity and friction were apparent everywhere, The financial

A. D. White, Fiat Money Inflation in Fronce, p. 33. L. Poinsard, “Le Crédit Public
pendant la Révolution,” La Réwlution Frangaise, Vol. XV, pp. 248-249. J. Jaurds,
op. cit,, Vol. I, p. 78; Vol. IT, pp. 254255,

! Recueil, Céréales, pp. ax1—217,

¥ Recueil des Principoux Texes Concernomt le Commerce, Commission de Re-
chetche, 1912, PD. 32-33, 4943, 78-107.
* % See Actes de la Commune de Paris, Vol. V, pp. 378, et seg.; Vol. VI, pp. 08~
100, 138-143. “Addresse de la Ville de Lyons,” p. 9. C. A. Calonne, De P Kiat de
FPronce, pp. 88-80, 94-06; Condorcet, Nowuvelles Réflexions sur le Projet de Payer
lo Deite Exigible en Papier Forcé, pp. 5-6; De Montlosier, Observations sur les Assig-
nals, p. 8; “Debates of March, x790” in P, V., Vol, XIV; Examen Impariiol du
Projet d'un Nowvelle Emission & Assignats par un Négociont de Bordeaus, p. 14;
Lo Fameuse Semaine, pp. 15~18; Les Provinces d PAssemblée Nationale, pp. 0-23;
Mémoire sur Ia Vente des Biens Bcclésiostiques, p. 12; Opinion de I végque de Nanty,
PD. 2-8; Qpinion de M. I Evégue d’ Autun, P. V., Vol. XXXI, p. y; Opinion de lo
Chambre de Commerce de Lyon, p. 11} Projet d'un Décret & Bprémesnel, Septerber
20, 1790; Répligus de M. Bergasse ¢ M. de Montesquiow, pp. 18, 43, 81-83.

4 See the Actes de la Communie, Vol. V, pp. 371374, 404~505, for an Insight into
the excitement caused by Bergasse’s publication. (This includes a masterly attack
_ on the Protestation de M, Bergasse contre les Assighats-monnale,) = ’
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situation was bad; the Government had destroyed the antiquated
taxes without as yet providing adequate substitutes.! The Assig-
nat, to the extent of two years of ordinary revenues, had been em-
ployed for the reduction of the public debt. Complaints of coun-
terfeiting — a substantial danger because of the crude mechanical
execution — were frequent.? That the Assignat remained at par
during this period is a tribute to the “land idea,” as well as a re-
flection of the intense need for a circulating medium; perhaps,
also, the sluggish movement of prices and the heavy sales of lands
are relevant considerations. The increased demand for money —
for the improved conditions of trade and agriculture were of more
importance than the questionable decrease in manufacturing, then
of minor importance — deserves notice. The public was not only
willing to accept the Assignat s a medium of exchange, but to
some extent, was willing to hoard it,

B. Second period — January-May, 1792
At end of period:
Notes emitted, 2200 millions.
Notes in circulation, 1660 millions.

Value at end of period (local tables), 72 per cent,
Value at end of period (Treasury figures), 58 per cent.

In the early months of 1792, there developed a depreciation in
terms of commodity prices. Political conditions, no doubt, affected
the price level. After January it became apparent that the out-
break of war was imminent. Hence the public disbursed their
Assignats quickly and hoarded commodities. The same fear in-
duced the farmers and traders to hoard their supplies. The re-
sults, it will be recalled, were food riots everywhere, impeded cir- -
culation of products, and higher prices. The fear of starvation
made the people anxious to exchange their Assignats for food at a

. material loss.

People were beginning to lose confidence in the paper money.
The Minister of War complained in January of the refusal of the

1 M. Tecouteul attributed the depreciation to the wncertainty of the new tax .

_ eystem. Moniteur, Vol VIII, p. 325. C

3 “Rapport au Nom des Comités des Finances, des Rapports et des Assignats,
réqnis? B, V., Vol. LXV, pp. 4-6; alio Arch, Patk, Vol. XXXIV, p. 580 :
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meat contractors to accept the Assignats! Claviére commented
on the increasing number of houses built, of dwellings furnished
lavishly, and of new local enterprises— all symptoms of the dis-
trust of the Assignat, for the people were anxious to invest their
Assignats in something stable.? The Minister of Interior received
complaints from a local official of the refusal of workers to accept
them? The Committee of Agriculture and Commerce was in-
formed in April that farmers were selling grain at prices reduced
by one-half, upon the condition that payments be made in gold
and silver. The Government recognized the depreciation officially
in June by conceding increases in pay to its military persorinel ¢
Marshal Luckner held the absurd opinion that an increase in pay
would be a deterrent to desertions and would halt the depreci-
ation, because the men would be more likely to hoard their As-
signats® Narbonne, the Minister of War, promised contractors
an indemnity for possible losses caused by the future depreciation
of the Assignat.® A large coal corporation demanded one-half of
the sales price of coal in numéraire, in order to be able to pay one-
half of its wage bill in numéraire.”

The economic conditions, in most respects, improved during
this period. The Government was provisioning the army without
much difficulty. M. Lacuée reported that the army had a half
year’s supply of grains on hand on May 27.% Foreign trade in-
creased in spite of the prohibition of many exports.? Arthur Young
found improved conditions of manufacturing, stimulated, in his
opinion, by the lower real wages.’® The Minister of Interior, how--
ever, believed that because the public expended an increased pro-
portion of its income on bread, the activities of manufacturing

1 Arch. Parl,, Vol. XXXVII, pp. 625-626.

% E. Clavitre, D¢ la Conjuratian conire les Finances, p. a0.

3 Garrespondance du Ministre de PIntérieur, p. 283.

4 Arch. Parl,, Vol. XLV, p. 502.

8 1bid., Vol. XXXTIX, pp. 55-56.

& Rapport Présentée sur le Compte Rendu par M. Narbonne, p. 14,

¥ C. Schmidt, Un Projet de Nationalisation des Mines d'Ansin en 1792, Com-
mission de Recherche, 1910, Pp. 234-235."

% Arch, Parl,, Vol. XLIV, pp. 163~164.

¥ Ibid., Vol. LV, pp. 650-651; also Jaurds, op. cit,, Vol. I1, pp. 257~258; E.

Levasseur, Histoire du Commerce de la France, Vol, II, p. 13.
1 A, Young, 0. cit,, Vol, I, pp. 622-623. '
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plants suffered.! A distinguished member of the Legislative As-
sembly commented on the lack of a circulating medium; the fif-
teen hundred millions of paper moneyhad a gold value of but seven
hundred and fifty million livres.? Economic conditions had im-
proved, and, therefore, the demand for money had increased. But
the stable value of the money in circulation had fallen.

With the increase in prices the legislators and the pamphleteers
took notice of the depreciation for the first time. They were aware
of the effects of an increased demand for money on its value, Le-
brun proposed to educate the people to invest their Assignats in
something other than commodities® M. Philibert recommended
an exchange of Assignats for annuities.! Cailhasson counselled a
sale of “créances nationales”. Claviére believed that a sale of
paper supported by the lands sold but not yet paid for in full and
the creation of a savings bank, would contribute additional em-
ployment for the Assignat.® To introduce additional channels of
circulation for the Assignat, Condorcet pointed out the necessity
of exchange bureaus, savings banks, and the sale of a type of second
mortgage note secured by payments due for lands sold.” Lebrun
later proposed a new loan, a lottery secured by the public lands,
and sales of the public interest in lands sold but not paid for.?
Boislandry, however, submitted a bold proposal to demonetise
the Assignat. In lieu of an increase in demand, he suggested a re-
duction of the supplies of money.®

The attention devoted to the problem of depreciation by many
leaders of French thought reflects the impression made by the de-
preciation. The constructive criticisms offered,no doubt,attracted
attention to the depreciation. Explanations appeared frequently.
Cailhasson was of the opinion that the Assignat circulated more
rapidly than gold and silver, and that as the Assignat depreciated,

1 Arch. Parl., Vol. LVI, p. 632. .

2 Ibid., Vol. XLIII, p. 341.

3 1.ehrun, 3 émoire Présentée & ¥ Assemblée Notionale, pp. 4-5

4 Arch, Parl., Vol. XXXIX, pp. 136-143.

5 Ibid., Vol. L, p. 577

€ E. Clavitre, Conjuralion, pp. 67, 72=78.

7 Arch. Patl, Vol L, p. 560. .

8 Ibid., pp. 560-566.

9 1, Boislandry, Considérations sur le Discrédit des Assignofs, pp. 3617
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the velocity of circulation increased even more.! Counterfeiting
was a recurrent cry.?2 Mosmiron emphasised the excessive issues
of paper money — especially of Billets de Confiance — and the de-
crease in commerce.? Boislandry made a brilliant summary of
the causes of the depreciation. e stressed in particular the in-
creased circulation as compared to the needs of commerce. Paper
circulates twice as quickly as gold and silver, and when depreci-
ation begins, the velocity of circulation increases even more, he
said? Members of the Legislative Assembly decried the competi-
tion of public securities with the Assignats in the purchase of
lands® Some attributed the depreciation to the excessive use of
Assignats by the Government for the payment of debt.® The fail-
ure to collect taxes, an important factor in the depreciation, re-
ceived some attention.”

Laffon-Ladebat offered an explanation for the apparent higher
depreciation in terms of gold and silver. The premium on the
metals for export purposes should have made them redundant
abroad; but moved by fear people everywhere hoard gold and
silver, he said. Their price is increased 3 or 4 per cent by the pur-
chase of a million livres. The silver écu is sold at a premium of yo0
per cent, and bullion is sold at a premium of go per cent? (The
continued greater depreciation according to the Treasury figures,
compared to the depreciation as measured by the local tables,
attest the scarcity of gold and silver.) '

The rapid sales of land continued, although the pace of 1791 was
not maintained. The withdrawal of Assignats from circulation
through land sales had become an important deterrent to depreci-
ation; and the first suggestion of the confiscation of the posses-
sions of the Emigrés injected new confidence into the Assignat.

The depreciation, evident in the prices both of commodities and

! Monilewr, Vol. XTI, p

2 Papiers de Barlhelemy, Ambassadeur de France en Suisse, I792-1797 Vol. I,
Pp- 48, 95, 100, 105.

3 Arch, Pazl., Vol, XT, pp. 407-408.
4 1. Boislnndry, Cmmdéraham, DD: 7-9.
§ Axch. Paxl,, Vol. XLIIT, p. 405, Vol. XLV, p. :28
: ° Ibid., Vol. L,p 580,

Ilnd.p 577
& Ihid., Vol. XLIII,p 339.
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of gold and silver, was undeniable in the early months of 1792,
The political clouds and the accompanying Fconomic Federalism
which manifested itself in the hoarding of supplies by each locality
as well as by individuals, were the important causes of the depre-
ciation during this period. The frequent discussion of the depre-
ciation attests the actuality of the problem. Confidence in the
Assignat had declined.

C. Third period — June-December, 1792
At the end of the period:

' Notes emitted, 2750 millions.
Notes in circulation, 2250 millions,
Value at end of period (local tables), 75 per cent.
Value at end of period (Treasury figures), 72 per cent.

This period has generally been considered as one in which the
Assignat maintained its value and even attracted increased con-
fidence. The Treasury figures indicate an increased prestige for
the Assignat. If we consider the weight given to the price of the
metals, however, the local tables reflect a loss of internal purchas-
ing power. Prices of commodities continued to increase. The
folly of placing exclusive reliance on the prices of gold and silver is
apparent once more. A speculative fall in the price of gold and
silver is the explanation of the apparent rise, The important
victories of Valmy in September and Jemappes in November re-
acted on the speculative markets.

Political and economic conditions were fundamentally unsound
throughout this period. The increasing power of the extremists,
which was evident in the deposition of the king, aggravated the
unsettled conditions. The excesses — the September massacres,
for example — made the people wary of the future. The indis-
creet law of November 1g,volunteering French aid to any peoples

"seeking liberty, made war with England inevitable. Political dis-
turbances reacted on the subsistence market. People hastened to
dissipate their balances but found inadequately provisioned
markets. - ‘ ‘

* . At least three items are to be set on the other side of the ledger.
First, the stateof the finances was improving: tax yields were more
satisfactofy, absolutely and relatively; and the Government dis-
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continued the disbursement of Assignats for debt payments, Sec-
ond, the appropriation of the vast lands of the Emigrés strength-
ened the security and resulted in an increased confidence in the
paper money. Third, the demand for money was increased by
the prevalence of speculation.! The unprecedented development
of speculation led to the imposition of a tax on all transfers of
securities.?

D, Fourth period — January-August, 1703
At end of period:

Notes emitted, 4950 million livres.

Notes in circulation, 4050 million livres.

Value at the end of the period (local tables), 30 per cent.
Value at the end of the period (Treasury figures), 22 per cent.

The faith in the French Republic fell to a new low point during
this period. January brought the execution of the king, and Feb-
ruary the bread riots and the opening of hostilities with England.
The upheavals in Vendée began in March, only to be followed by
Doumouriez’s treasonable desertion the next month. May and
June contributed the victory of the bloody Commune in the over-
throw of the moderate Girondists, and on the other side of the
ledger, a victory over the insurrectionists at Nantes. Three de-
cisive military defeats were thelot of the Government in the month
of July, which also saw the introduction of the Reign of Terror.
And finally in August came the surrender of the largest fleet of
France with the capitulation of Toulon, as well as the uprising in -
Lyons. Much confidence was not likely to be placed in the Revo-
lutionary money under such adverse conditions,

It will be recalled that the subsistence market was in a deplor-
able condition. Prices were rising, and farmers were concealing
their supplies. The law enacted in December emphasizinyr the
necessity of free circulation, had been ineffective. The first maxi-
mum in May resulted from the intolerable conditions preva.\lent

_everywhere. Certainly the maximum, as a practical system, can

! Deslandres discusses the increase of speculation, Du Crédit Public, pp. 23-26.

E, Clavitre estimates that Parisians speculated in three hundred millions of securi-
ties yearly Laitres d Cerndii, pp, Tog-113

% See A. Mathiez, Un Procés de Corruption sous la Terreuy. L’Aﬁam de la Com-
pagnie des Fndes, pp. 16-23. .
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be disregarded until the end of this period. (It probably accentu-
ated the deficiencies.) The hoarding and the sluggish movement
of subsistence from locality to locality were important causes of
depreciation. As the farmers and dealers refused to sell , the people
became more anxious to buy.

The insecurity during this period led to a reduction of the sup-
plies and sales not only of grains but of all commeodities, and hence
the field of employment for money was reduced. Laws against
the hoarding of commodities were driving many out of business.
The impassable state of the roads — an incessant complaint, but
more frequent since the beginning of actual warfare — made com-
merce difficult.! With war on every frontier, foreign merchandise
could only enter through contraband channels. Foreign commerce
suffered a marked decline in 1793.2 The large supplies of com-
modities hoarded by the Government deprived private individuals
of their use; and both because the Government purchased at low
prices, and because it often eliminated the middlemen, these ae-
tivities made possible economies of cash® Only the increased
speculation offset to any degree the curtailment of the demand for
money in other channels. Because the market for land became
glutted, and because the public lost their enthusiasm in the midst
of insecurity, the rate of sales of lands declined and hence the As-
signats lost an important source of employment. People locked
to the land sales to absorb the surplus of Assignats; and since land
sales were declining, the discovery of new methods of consuming
balances of Assignats was necessary. The fear of a counter-revo-
lution made the public more anxious to invest their paper money
in commodities instead of in land ®

Cambon carried through a program to check the private use of
the precious metals; but it was not successful until the next period.
The Government prohibited payments in gold and silver in ful-
fillment of private contracts and prohibited the sale of numé-

L Rapports des Agenis du Minisire de UIniérieur, pp. 272-274.

2 M., J. Peuchet estimated the decline in foreign trade in 1793 at 5o per cent,
Statistique Elémentaire de lo France, p. 482. :

3 Les Refrésentanis du Peuple en Mission, Vol IIX, p. 485,

4 A, Mathiez, [/n Progés de Corruplion, p. 32,
B Arch. Parl., Vol. LXVI, p. 73.
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raire on April 8, 1793.! The Committee of Public Safety alleged
that this action was absolutely necessary; the monthly require-
ments in numéraire for the army alone were thirty million livres.?
In 1795 Cambon’s version of the discontinuance of specie pay-
ments, however, was that the measures were taken because the
Government, with but six hundred thousand livres of metals on

hand, was making monthly commitments of fifteen millions in

numéraire? The significance of the regulation lies, as Hawtrey
affirms, in the artificial depression of the prices of gold and silver

and in the consequent appreciation of the Assignat. Or we may
say that the Assignat was strengthened by the additional mone-

tary employment thus thrust upon it. Hawtrey assumes from
changes in the value of the measure employed that the value of
the Assignat has changed. One may point to the change in the

demand for the paper money and arrive at the same conclusion.

For this period, however, the laws of discrimination against the

precious metals were of little practical significance, because with-

out the unstinted support of a powerful government, they were not

enforceable. (During the next period, the Reign of Terror, they

were enforced.) As gold is driven out of circulation by official in-

terference, Assignats are substituted, and, hence, the demand for

them is increased. But during a period of price control when the

Government virtually determines how many units of money are

to be disbursed and at what rate, the demonetisation of gold and

silver may have no net effect on the value of the papermoney. The

relatively greater depreciation given by the Treasury figures is

probably explicable by the extreme depreciation of the exchanges;

the Treasury employed the exchanges as a measure of depreci-

ation during the latter part of this period.

. This period was productive of many plans for improving the
* “position of the Assignat. Most of the proposals were made on the
assumption of an excessive supply and suggested methods of re-
ducing it. The Provisional Executive Council instructed the com-

missioners in Belgium to put Assignats into circulation in Bel—

! Arch. Parl,, Vol. LXT, pp. 592-595.

26 RS, Vol. T, pp. 241-243.

’ J, Dé. elDéc Vol LXVII, p. az0.
4 Arch, Pail., Vel. LXV, pp. 108-110.



CAUSES OF DEPRECIATION 179

gium.! Malthieu emphasized, in January, that security and good
order were prerequisites for the rapid sales of land.? Many of the
plans embodied proposals to accelerate the rate of sales of the
lands. The failure to maintain the rapid pace of 1791-92 in the
sales of land removed an obstacle to depreciation, In February
Claviére proposed to reduce the creation of Assignats by paying
the soldiers in overvalued copper coins, He also favored a new
loan redeemable in numéraire? Chabot, on the same day, recom-
mended that the Treasury issue ““créances” on designated lands
and a general loan hypothecated on the public lands4 Ramel
made a report for the Committee of Finance on April 23. The
Committee proposed to hasten the sale of lands and to economise
on Assignats by paying all public creditors in a debt paper to be ac-
ceptable in payment for lands, if accompanied by an equal offering
of Assignats. The Committee expected that by the introduction
of these methods, together with the collection of arrears in taxes
and the sales of annuities, the circulation would be reduced by
more than two milliard livres." The Committee on Assignats and
Money (Balland reporter) expressed an independent opinion. Its
proposalsincluded a sale of the Government’sinterest in lands sold
but not paid for, a premium for anticipatory payments on land
purchases, and the sale of a security to yield 5 per cent interest.}

Legislation progressed, also. A forced loan, the subject of a
long discussion, was approved in the latter part of June.! The
Government on July 1 decided to exploit the creditors of the army
by paying them in the future in “‘Reconnaissances de Finance,” a
non-circulating paper.! Cambon modified a decree ordering the
demonetisation of all Royal Assignats of fifty livres and above, to
include only denominations of one hundred livres and above. This
dishonest proposal by which the Government aimed to demonetise
all the Assignats of large denominations created before August,

1¢. P8, Vol I, p. 431,
2 Mamtaur, Vol. XV, pp. 103104,
3 Arch, Parl., Vol. LIX, p 209
4 Mondteur, Vol XV, p
- 5 Arch, Parl,, Vol; LXI'.II, pp. :53-:55. )
- “ Ibid., pp. 173-172, - :
7 Monitenr, Vol. XV, p. 723
® Itid., Vol. XVII, p. 22,
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1492, received official sanction on July 31! Cambon presented a
remarkable report on the Grande Livre on August 15. It included
many suggestions for the reduction of Assignats. He hoped, by
creating the Grande Livre for recording and consolidating the
public debt, to reduce the Assignats in circulation, effect a reim-
bursement of the debt, and accelerate the sale of public lands?
All these proposals and laws had a common end, the reduction of
the money in circulation. One method of enhancing the value of
paper money is to reduce the circulation; a reduction in quan-
tity generally has direct effects on prices, and, also, confidence is
increased.

The apparently hopeless political outlook with war on every
frontier, with Dumouriez’s treachery, with civil war in the West
and a latent civil war in Paris, contributed to the phenomenal fall
of the Assignat during the first eight months of 1793. The ques-
tion of redemption (except through the sale of lands) was irrel-
evant for the Assignat. Adverse political events depressed the
value of the Assignat because (1) adversity meant that increased
issues would be necessary in the future; (2) the overthrow of the
French Republic entailed the loss of the lands of the Church and

. of the Emigrés, and hence (in the minds of the people) the worth-

lessness of the Assignat, and, finally, because (3) a weakened polit-
ical situation had an unfavorable effect on the subsistence markets.
The increased issues were no doubt a factor in the depreciation,

‘but many other factors require emphasis. Depreciation would

certainly not have proceeded so far had each inhabitant felt as-

- sured of his subsistence. The collection of taxes declined during
_ this period, for the losses from increased depreciation more than

offset the nominal increase of the public revenues. A perusal of

* the charts in Chapter II will convince the reader of the retrogres-

.gion of taxation during this period: Both the stable values and the
~ proportion of all revenues raised by taxation fell disastrously.
- 'The needs of increased warfare further exhausted the Treasury.
. 'The demand for money decreased because of the curtailment of
. commerce and industryand the decrease of land sales. In short,this

4 L Moniteur, Vol. XVII, pp. 278280,

% Ibid., pp. 408, 790.
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was & period of disastrous depreciation caused by the adverse eco-
nomic, political, and financial conditions, Nor did the partial
demonetisation and other questionable practices of the Govern-
ment contribute to the confidence in the paper money,

E. Fifth period — Sepiember, 1793-July, 1794
End of period:

Notes emitted, 8450 million livres.

Notes in circulation, 7200 million livres.

Value (local tables) in March, 46 per cent; in July, 41 per cent,

Value (Treasury figures) in December, 48 per cent; in July, 34 per cent.

The Terror was effective. Maximum prices and rationing were

realities ini spite of many violations. As has already been said, to
refer to an increased value for the Assignat during this period is
not strictly accurate. Writers express amazement at the renewed
confidence in the Assignat. I doubt whether it increased in value
as much as they believe. The local figures reflect a maximum in-
crease (March) of but 7 per cent; the Treasury figures, however,
reflect & maximum increase (December) of 26 per cent. The latter
increase is explicable largely on the grounds of the depreciation of
gold and silver and of the exchanges. The failure of the local fig-
ures to give a greater increase in value for the Assignat, is puzzl-
ing. The exclusion of consideration of controlled commodities is
one explanation; the ineffectiveness (?) of the maximum is another
possible explanation. Writers who employ the price of metals
or the exchanges as a measure almost universally speak of the in-
creased value of the Assignat during this period, But the Treas-
ury figures merely reflect the fall of the exchanges— to some ex-
tent a movement of the gold points —and perhaps the demoneti-
sation of gold and silver. The local tables are not particularly help-
ful here either. Convinced that the maximum was tolerably ef-
fective, I believe that the local tables do not give the actual in-
crease in value for the disbursed Assignat. The increase of 7 per
cent is not an adequate allowance for the decrease in the value of
gold and silver. If we ascribe to the prices of gold and silver and
of land their probable weight, it appears that, according to.the
local tables, the prices of commodities increased. This apparent
anomaly may be due to an exclusion of the prices of controlled
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commodities. My conclusion is that the value of the disbursed
Assignat was increased by control. -

However, the actual price level was of secondary importance.
For all practical purposes, a large proportion of the Assignats had
no outlet. The Government not only decided how many Assig-
nats should be spent for all the necessary and semi-necessary com-
modities, but practically decided how much was to be expended
on any particular commodity. The propriety of speaking of an
increase or decrease in the value of the Assignat under these con-
ditions is questionable.

Political conditions were sound. A strong central government
with the Committee of Public Safety at its helm dominated the
entire situation. The policy of terrorism was successful in all its
ramifications. The military policy, devised and enforced by the
genius of Carnot, bore its fruits on every frontier. The vigilant
“représentants du peuple en mission ” helped to maintain the vigor
of the policies of the Central Government in every hamlet of
France.

The circulation increased steadily, in spite of the fact that the
needs of war were met to a greater extent than in the previous
period by taxation and by the spoliations of the Government. The
stable value of tax receipts increased noticeably, and even the pro-
portion of all revenues raised by taxation showed an appreciable
increase. (See charts in Chapter IT.) The receipts from the sales
of lands were large absolutely, but not relative to the increased
issues. The Terrorist Government confiscated large areas of
lands and other forms of wealth, which it added to the security,
behind the Assignats. But in the midst of the Terror sales fell
appreciably.

The discriminatory regulations against the metals bore fruit
during this period. But the net effect of these measures was of
little practical significance. The value of the Assignat was scarcely
affected by the demonetisation of gold and silver. Less Assignats
were available for hoarding, because more served asmoney; but the
Government practically determined both the number of Assignats
to be expended, and the value of every Assigniat disbursed, except,

- perhaps, those expended for a few luxuries. The only significant
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reduction in the circulation resulted from the demonetisation of
the Royal Assignats; the other measures taken during the previ-
ous period had little effect on the circulation. A forced circulation
in Belgium and Holland absorbed a relatively unimportant quan-
tity of Assignats! Certainly, the absence of a policy of control
would have resulted in an appreciable increase in the prices of
necessities; for land sales, the demonetisation of gold and silver
(s measure of economy for the Government) and the increased
tax receipts did not prevent an increase in the circulation which
was caused by increased public expenditures.

Complaints of the violation of the laws relating to gold and
silver were infrequent after September.? The death penalty was
voted for quoting two prices (paper and metallic), for discrediting
the Assignats, for refusing to accept the Assignat, and for accept-
ing it at a discount.® The Government ordered a complete demon-
etisation of gold and silver in December. The public was ad-
monished that all metals discovered concealed in the earth, caves,
interior of walls, floorings, or pavements would be confiscated.®
Cambon in 1794 demanded an inventory of each individuals
wealth.t The laws were apparently enforced. Two public con-
tractors, Levy and Elie, suffered a penalty of six years of deten-
tion for demanding payments in numéraire.” The Revolutionary
Tribunal of Paris was responsible for several convictions: Twelve
men were guillotined for hoarding gold and silver; the court pre-
tended to see an intention of remittance to the enemy. (No proof
was adduced, however.5) The court sentenced a few other dealers
to death even though the purchase of gold had been in behalf of
the Government.’ '

Because the supply of commodities was reduced, the demand for

1 ¢, P. 8., Vol. XV, p. 536, ) '
2 Caron finds but one complaint. Paris pendant la Terreur, Vol. I, p. 361,
8 Arch. Parl,, Vol. LXXIII, pp. 406—407. )
. 4 Monileur, Vol. XVIIL, pp. 565-567
§ Ibid., p. 416. .
6 J. D¢h. el Dés., VoL LV,p. 202, - . |
1. Arch. Parl, Vol LXXX,p. x60. & " .- ,
' 8 p, H. Wallon, Hisloire du Tribundl Revolutionnaire, Vol IV, pp. 337y 243«
" % Ibid,, pp. 465-462; also see Vol. II, pp. 5137514, §27 Vol I, pp. 454, 464~
468, 474; Vol. IV, p. 210} Vol. V, p. 282, ;

+
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money fell. The maximum resulted in the storing of a large propor-
tion of the available supply of commodities. A decree against the
hoarding of commodities that included a death penalty for viola-
tions, had a calamitous effect on trade. Since the operation of the
Grand Livre made dealings in Government securities impossible
except by book transfers, the demand for money was further re-
duced. The closing of the bourses and the almost entire disap-
pearance of speculation had similar effects. Because of extended
war operations within and without, production fell! Some com-
modities disappeared from the ordinary channels of trade, not-
ably, copper, soap, fats, oil, beer, whiskey, and even meat.? The
system of maximum prices made the continuance of the exporta-
tion of commodities impossible. France could not afford to sell to
foreigners at maximum prices.® The result was a signal decrease
in foreign trade which left the country unable to pay for its im-
ports. The incessant warfare damaged the roads and thus ham-
pered internal commerce. The net effect of the decreased employ-
ment for the Assignats was to make more available for hoarding
and for the limited supplies of luxuries. Had the possession and
evidence of much wealth not been incongruous with personal
safety, more of the surplus Assignats would have been invested in
public lands.

The relatively few Assignats expended on controlled commodi-
ties — relatively few certainly when the money in circulation was
three or four times that of 1789, and the supplies at the disposal of
the public were considerably less — retained a high value. The
Government, in particular, profited from this system. In view of
the restricted fields of employments, as contrasted with the vast
increase of the supplies of currency, who can truthfully say that
the value of the average Assignat increased during this period?

" One more incident is of some interest for this period. Bardre,

L In March, 1794, Cambon announced an increase of 700,000 men in arms in
the previous year. A total of 1}4 millions were under arms. J. Déb, et Déc., Vol.
LVII, p. 22, The Minister of War received an appropriation of 2o millions in
March to pay for losses suffered from the invasions. Ikid., Vol. LVIL, p. 194.

2 Montgaillard, L' Etot de France en 1704, pp. 30-43. .

¥ The maximum law of September 29, 1793 contained a provision prohibiting
the exportation of the 29 controlled commodities during the continuance of war.
Recueil des Principoux Texles concernant le Commerce, p. 162.
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whose influence on the economic policy of the Terror was probably
unsurpassed, made the following interesting statement in hismem-
oirs: “History knowing and revealing all will tell us how the last
Committee of Public Safety signalled its existence by squandering
one hundred millions of metals that the Committee of Finances
had amassed by the cares of Cambon and Ramel and had placed
in the caves and rooms of the Treasury, to replace the Assignats
when their retirement was begun.” If Bardre is to be trusted,
the Terrorist Government was making provisions for a return toa
metallic standard. The accumulation of gold and silver under the
favorable conditions of demonetisation was not difficult. The re-
pudiation of the policy of isolation made the expenditure of this
accumulated treasure necessary.

L Mémoires de B, Barére, Vol. I, p. 92



CHAPTER VIII

CAUSES OF DEPRECIATION
(Afer the Terror)

1. AN EXPLANATION OF DEPRECIATION
F. Sixth period — August, 1794-December, 1795

704 1795
Aug. Nov. Feb. May Aug. Nov.
Notes in circulation:
Milliards of lvres ........., 7.6 8.0 88 114 164 107
Values: Local tables.......... 30 32 2234 11 3 .8
Treasury tables....... 3z 24 1y 7% 3 8

Tuns is the period of spectacular depreciation. It aroused the
legislatures to a rather sustained interest in the financial situation.
‘The fall of the Assignat was virtually uninterrupted from August,
1704 to March, 1796, when the Mandat was substituted. This
chapter covers only the period to December, 1795 because the three
following months formed a period of transition in which the Assig-
nat was of secondary importance. With the downfall of Robes-
piérre on July 28, 1794, the enforcement of the economic policies
of the Terror weakened. As a practical system, we can disregard
the maximum system after July. The repeal did not occur until
‘the latter part of December however. Issues followed one another
rapidly; and as depreciation proceeded unabated, more issues were
necessary to consummate the pretentious program of the Govern-
ment. In 1795 the depreciation advanced more rapidly than in
proportion to the increase in circulation, The rapid fall in the
value of the Assignat made the financial position of the Govern-
ment a trying one. As the Treasury attempted to recoup itself for
losses caused by depreciation by creating more money, depreci-
ation proceeded even more rapidly.

The Assignat had to compete with gold and silver once more
early in 1795, The metals trickled in from hoards and from
abroad. The premium on the metals exceeded that on the ex~

’ 186 - '
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changes; hence their importation became profitable. The loss of
the exclusive monetary privilege contributed to the depreciation
of the Assignat. The decreasing stable value of the paper money
made the reintroduction of gold and silver imperative, but their
presence made a recovery u.nhkely

The revocation of the maximum laws brought disaster in 179;.
Farmers, craving freedom and anticipating higher prices, took ad-
vantage of the more lenient attitude of the Government and re-
fused to sell on the market. The Government requisitioned large
supplies of commodities for the use of the army. The markets
were scantily provisioned. As the people hastened to disburse
their Assignats for the limited supplies of commodities, the Assig-
nats depreciated; and as they became aware of the plenitude of
paper and the scarcity of commodities, the depreciation was.ac-
celerated.

One possible cause of depreciation, the “au cours” payments,
which will receive some attention in Chapter IX, is merely men-
tioned here! For the details, the reader is referred to that chap-
ter. The Government had made some irresolute attempts to col-
lect revenues in kind in 1793-g4. The reduced value of the Assig-
nat, together with the rigidity of the French tax system, resulted
in serious reductions in the stable value of public receipts. By
1795 plans for the collection of public revenues “au cours” were
common.” The problem had its ramifications in many private
transactions also, and “au cours” payments became the specific
for many of the injustices caused by the rapid depreciation, Be-
. cause “au cours” payments required more Assignats, it may be
‘supposed that their introduction would result in an increase in
their value. Perhaps; but the discussion of “au cours” payments,
especially as regards public transactions, was disconcerting to the
* public. They involved a partial demonetisation: Even an official
recognition of a depreciation that every one was aware of, made |

the public doubt the Assignats more, Perhaps the success of a
. plan whereby the Government received its tax and land pay-
“ments in Assignats “au cours*’; might have rehabﬂltated the state:

1 When payments are adjusted according ‘to the chanxmg Vﬂl“' °f the paper
money, “au cours” payments are employed,
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of the finances and hence have bolstered up the value of the Assig-
nat. But success never came of any of these plans before the
Assignat was beyond saving.

Supplies were scarce during this whole period. The Convention
requested all its committees and members to aid in the rejuvena-
tion of agriculture, industry, science and commerce! Cambon
also diagnosed the situation in September, 1794: A reduction of
consumption was necessary. Agriculture and commerce required
protection (security) to attain a flourishing state.®

Eschassériaux, for the Committee of Public Safety early in
October, said in part: “We must create a vast plan of commerce,
interior and exterior; we have to render agriculture flourishing
and generate in France a rapid and concerted movement which
would announce to the universe that even in the midst of the most
astonishing revolution, we can undertake the most extended and
advantageous relations.”® The Conventionapprovedof these reso-
lutions, and agreed with the Committee, that every citizen who
imports raw materials deserves well of his country”.*

Johannot, also, in a remarkable report presented in behalf of
four committees, dwelt on the inadequate supplies as a major
cause of the low value of the Assignat. He said that production
was still inadequate, that transportation was disorganized, and
that sea insurance rates were prohibitory. Foreign trade and
speculation had suffered annihilation as a result of a miscon-
ceived public policy. He concluded with recommendations to al-
low the free exportation of numéraire and to guarantee imports
against public requisitions. Cambon came to a somewhat similar
conclusion when he stated that the high prices were due in part to
the deficiencies caused by the occupation of one-fifth of the work-
ers with military pursuits. In his opinion, the increase in prices
had been well-nigh universal — in Germany, Spain and Piedmont,
as well as in France® Although Cambon was willing to concede
on another occasion that the depreciation had been caused in some

1 Recueil des Principousx Textes concernant l’Industm, P- 202,
2 J. Déb. et Déc., Vol. LXIV, pp. 137-139.
) 3 Tbid., p. 397.
4 1. Déb, e Déc., Vol. LXV]I, pp. 62-82.
5 Moniteur, Vol. XX[II, PD. 304-305.
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small measure by rumors of demonetisation, he maintained that
the major cause was the scarcity of livestock and agricultural
products.!

The Government persisted in its efforts to re-establish foreign
commerce. In December, 1794, it conceded the right of using
foreign balances for the purchases of commodities abroad? The
suppression of the Secret Committee of Six early in 1795, which
body had been created to inspect all correspondence with foreign-
ers, was equivalent to raising the sequestration of the property of
foreigners.

The survey of prices for March-April, 1795, undertaken by the
Committee of Public Safety, included some speculations on the
part of the district agents as to the causes of the high prices. Many
of them attributed the increased prices to the decrease in supplies.
The high prices in the District of Ormont were caused in part by
the scarcity of agricultural implements — the forges were produc-
ing war supplies— and, in part, by the demoralization of the
transportation facilities® The agents found that the exhaustion
of food supplies, the destruction of factories and of manufactured
goods, the interference with transportation facilities, and the con-
cealment of subsistence, all contributed to the depreciation of the
Assignat in the Department of Loire-Inférieure.* The agents in
the District of Rouen believed that the depreciation resulted from
excessive issues, but that scarce objects suffered a disproportion-
ate increase.” The high prices in the Department of Vosges were
attributed to the requisitions which forced the farmers to demand
high prices in private sales as compensation for the low prices re-
ceived for the requisitioned supplies. The report also referred to
the lack of subsistence, the surplus of Assignats, and the difficulty
of procuring raw materials.®

Early in 1795 the officials with the Army of the Pyrenees com-~

L 7. Déb. et Déc., Vol. LXVILL, pp. 232-333

2 ¢, P. S., Vol. XIX, pp. 614~615. ]

8 P, Caron, Une Engudle sur les Priz aprés la Swppression du Maximum, Com~
mission de Recherche, 1910, p. 401.

4 Ibid., p. 338. :

5 Ibid., p. 387.

& 1%id., p. qor.
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plained bitterly of its destitute condition. The impassability of
the roads and the sea blockade made the material position of the
soldiers a trying one.

In April Pelet made a report for the Committee of General Se-
curity, in which he, also, emphasized the unusual dearth of com-
modities. Commerce and manulacturing are languishing; the
hoarding of commodities is the rule; an equilibrium between needs
and products, and between “signes’ and products is indispen-
sable. He also emphasized the disproportionate circulation of paper
money. Pelet continued: “ A month, a day, an hour passes and
prices increase in such a frightful manner that the greediness, the
real dearth, the lack of public confidence, and the worry about the
present and future are all evident.’”

The wars and the Revolution had a calamitous effect on produc-
tion. The cumulative results of this long period of turmoil were
now apparent. The sale of live stock was a serious evil, difficult
to eradicate? An investigation of the Committee of Public Safety
revealed that the number of pieces of woolen cloth manufactured
in France had decreased from 2.6 millions in 1793 to 800,000 in
1%95; and that the number of workers attached to this industry
had fallen from 594,000 to 320,000.! A study in 1796 comparing
conditions before the Revolution with those in 1796-97, was even
mote gloomy® The value of the production of cloth in the De-
partment of Corréze had fallen from 80,000 livres to 10,000 livres.®
No tapestry establishments were in operation in the Department
of Creuse in 1796—97 as compared to 7oo before the Revolution.”

The officials of the Department of Moselle related a lugubrious
tale: The Town of Henry suffering from the effects of the war, the
requisitions, and the interruption of communications, lost its cloth

1 1.N, Fexvel, Compagnes dc la Reévolution Frangaise dons les Pyrennées Orienioles,
Vol 10, pp. 270~37T.
" %1, Déh. et Déc., Vol. LXX, pp. 270-27T.
8 Les Cméqmnts du Maximum ﬁaur P Agricullure, Commission de Recherche, 1908,
Pp. 310~221. :
4 Une Enguéle du Comité de Sobub Public sur lo Draperie en L' An I1I, Commis-
sion de Recherche, 1913, P. 377.
'8 G, Schmidt, Un Essoi de Sialistique’ Imimmellc en L'An V, Commission de_
Rechmhc 1908, PD. II-20§. .
. Ilnd o .
"Un Em: de Statistigue Industrielle, p 35.
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trade. The lack of free communication, the forced loan, the maxi-
mum, and paper money were the explanations offered for the re-
duction of production in Metz. Absolonne, a citizen of Fontoy,
who normally employed 12c0men, had to abandon all his pursuits
on account of losses caused by the maximum and paper money.!

The impassable state of the roads and the high price of labor
and of raw materials were given as the causes of the reduction of
the number of workers in the cloth industry in Lille (Department
of Nord) from 360 to 602 A commune (Arms) of the Department
of Pas-De-Calais reported no reduction in the number of workers.
The Canton of Arms included the woolen, hat, tannery, sugar re-
fining, paper and soap industries among its destroyed or partially
destroyed industries. Poor transportation was the chief cause of
complaint® The City of Mans (Department of Sarth) reported a
reduction of trades from 54 to 7 or 8 and of masters from 274 to 40.*

The dangerous shortage of supplies was nq mere fantasy. De
Larevilliére-Lépaux tells us late in 1795 that “the canals were not
operating, the bridges were destroyed, the roads were impassable,
and the relay of ‘postes’ abandoned”¥ The Committee of General
Security in November complained of the exhausted state of the
supplies of subsistence, coal and wood.® The wretched condition
of the roads made the provisioning of Paris impossible in the opin-
ion of the Minister of Interior,” The Army of the Rhine endured
hunger as late as 1795: the soldiers received a daily pittance of
eight ounces of bread. Kleber’s troops were without shoes and
coats.?

Consider what was said in Chapter VI on the scarcity of 1795 —
in particular on the supplies in the market — and consider the
additional facts presented here; and it will be clear that the scar-
city of supplies was of vital significance in 1795. Asa result of the
continued requisitions, the reactions from the rigid control of the

L UIn Essoi de Statistigue Indusirielle, pp. 4248
2 Ibid., pp. 79-109.
3 Ibid., pp. 145-167.
4 1bid., pp. 196~205.
5 Mémoires de Lorevillidre-Lépanx, Vol. I, p. 310,
: Recucil des Actes du Divecloire Exécutif, Vol T, p. ag.
Thid., pp. 34-35. -
8 H. Bourdeau, Les Armées du Rhin au Débui du Direclvire, pD. 90-100,
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maximum period, the cumulative effects of four years of extensive
warfare and the wretched conditions of transportation, supplies
were far below their normal level. I have been interested here
primarily in supplies other than subsistence: the peculiar condi-
tions of the subsistence market, the frenzied competition to buy
subsistence at any cost — treated more fully in Chapter VI — are
even more vital considerations for the problem of depreciation.

It will be recalled that even during the period of maximum
prices, an illegitimate system of trading had developed. A new
dass of middlemen had undertaken to buy commodities at the
maximum and to resell at a profit. In the early months of 1795
speculative transactions of every conceivable nature flourished.
Each commodity passed through the hands of an increasing num-
ber of middlemen before it reached the final consumer. Did this
increased speculation not lead to an increased demand for money
and a decline of prices? The increased demand for money, how-
ever, was offset often by the increased supplies of commodities
offered for the money and, hence, taken off the market. This
speculative demand probably did help to bolster up the value of
the paper money when commodities not actually in the possession
of buyer or seller were purchased. Against this, however, we should
consider the tendency toward increased prices caused by the whole-
sale movement from productive enterprises to the unproductive
pursuits of speculation and gambling. Ilean strongly to the con-
clusion, however, that the spectacular development of the specu-
lative middleman gave the Assignat an additional employment of
some importance that helped to maintain its value.

There is no doubt about the facts. The officials of the District
of Allier-Montmarault complained that meat passed through the
hands of ten middlemen before reaching the army.! An unusu-
ally large number of markets sprang up in the Department of
Charente-Inférieur. These markets attracted large numbers from
productive enterprises.? Boissy d’Angas told the Convention that
he agreed with Smith on the beneficial effects of speculation, but
the remarkable development of buying and selling things not in

1 P, Cazon, Engudle sur les Prix, Commission de Recherche, 1910, pp. 16~17, _
2 Itid., pp. 78-79. ~
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the seller’s possession drew people from industry, and that, there-
fore, he recommended a meticulous regulation of speculation.
The police inspectors of Paris also complained of the large in-
crease in the number of middlemen.? The legislators, by author-
izing the reopening of the Bourse and the free sale of all mer-
chandise, hoped to eradicate any unnecessary speculation.?
But speculation continued. Lehardy pointed out that specula~
tion continued to increase, that the middleman’s work was be-
* coming increasingly popular, and that buying on a margin was
more common than ever.! The Committee of Finance attributed
the high prices to the increased number of middlemen and the in-
crease of speculation.’ The Convention devised a“Patente Taxe”
for the purpose of reducing speculation and the hoarding of sup-
plies.® Vernier was of the opinion that the speculators and en-
grossers were sending prices up; for the same commodity often
passed through twenty hands. “The entire community was es-
tablishing itself as business houses and violating the laws of com-
merce shamelessly.”” On the recommendation of three of its
committees, the Convention decided early in September to pro-
hibit the sale of gold and silver outside of the bourses, to make i-
legal all sales of commodities not actually in the possession of the
seller, to inflict a penalty of two years detention for any violation,
and to inscribe “ Agioteur” (speculator) for public display on the
chest of the convicted person.! The sale of metals not actually in
the possession of the seller was prohibited once more on October
20. In November Eschassériaux, the spokesman of the Commit-
tee of Five, estimated that the same product exchanged hands
twenty times in the same day. The Committee was of the opinion
that the rapidity of turnover of commodities was the main cause

L 7. Déb. et Déc., Vol. LXTX, pp. 180-184. .
2 A, Schmidt, Tableaus de la Révobution Franqam, Vol. IE, p. 356
3¢ PSS, Vol. XXTI, pp. 658660,
4 Mamlaur, Vol. XXIV p- 443: J. Déb. et Dée., Vol. LXXT, pp. 330-335.
5 T, Déb. et Déc., Vol, LXII, pp. 138-140,
5 Recueil, Industm, DD. 246~240; J. Déb. et Déc.,, Vol. LXXIV, p. 437.
7 J. Déb. et Déc., Vol. LXXIV, p. 437,
8 Ibid., Vol. LXXV pp. 106~100,
8 “Notes sur la Lépgislation et PAdministration de la Monnaie,” Bulletin d’His-
toire Economique, 1911, pp. 387-380.
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of the scandalous increase in prices; it asserted that no one worked
in the big cities any more.! The police denounced the increased
speculation in wheat, flour and rice on the Bourse.? The editors
of the Gazetie Francaise were puzzled by the large number anxious
to buy land in contrast with the small amount of land on sale, and
at the vast number of sales of all kinds as contrasted with the little
actually produced and consumed.? :

Up to this point I have discussed the conditions of the subsist-
ence market, the reduction of supplies, and the discussion and
operation of “au cours” payments as the causes of the depreciation
of this period. The increased demand for money as a result of the
increasing participation of the publicin speculation alone tended
to sustain the value of the Assignat. The failure of the Govern-
ment to sell its lands profitably during this period, as well as the
reduction of the land security, were additional causes of depreci-
ation. I dealt with this subject more fully in Chapter III. A few
additional points are of interest here.

The restitution of the possessions of those condemned during
the Terror became an issue in the fall of 1794, and this probably
contributed to the depreciation of the Assignats. The Conven-
tion in November, 1794 raised the sequestration of the possessions
of the condemned.* In March, 1795, Boissy d’Angas proposed a
decree authorizing the restitution of the lands already appropri-
ated by the Government. Against the argument that the resti-
tution would reduce the security against the Assignats and hence
result in high prices, he argued that a restitution was indispen-
sable for the maintenance of any confidence in the paper money,
for no one has confidence in a money issued by a dishonest govern-

-ment. Schmidt estimated that the restitution, which the Conven-
tion approved in April, depnved the Assignats of one-third of their
security.’

A-law enacted in May, 1795 authorized the sale of lands for
Assignats at seventy-five times their annual revenuein 17go. This

1 Monifenr, Vol. XXVI, p. 408.

2 ¢. Schmidt, Tabtmm, Vol I, p. 444.

3 Régciion Thermidorienne, Vol. II, p. 444.

4 J. Dib. e Dc., Vol. LXV, pp. 612-614.

b A. Schmidt, Paris pendant lo Révolution, Vol, TI, pp. 304~399.
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ill-advised attempt to dissipate the resources certainly detracted
from the confidence in the Assignat. D’Ivnerois, a discriminating
critic of France’s financial policies, maintained that the restitution
of the lands of the condemned, and the failure to perpetuate the
policy of lawless appropriations enforced during the Terror, were
fatal to the Assignat.!

The political situation was excellent in some respects and weak
in others. Military success was France’s lot on every frontier
throughout this period. A glorious peace with Prussia and Hol-
land was obtained in the spring of 1795. But the friction between
the Conventionalists and Constitutionalists, a relic of the Terror,
weakened the Government internally;.and the weakened financial
condition jeopardized the continuance of any government. As de-
preciation increased, it became increasingly difficult to print a suf-
ficient quantity of notes to meet expenditures.

The attempts of the Government to extricate itself from its fi-
nancial difficulties, form an interesting chapter in the history of
this final period.2 The lack of a consistent policy, the failure to
agree on any policy, and the fact that hopes raised with each pro-
posal were only to be shattered soon after, were all effective in
contributing to a more rapid depreciation of the Assignat.

Cambon harped upon the necessity of rigid economy in Novem-
ber, 1794.% A proposal, emanating from Fayou, to sell small lots
at twenty times the “prix d’estimation”, met with little favor.
Tallien and Pelet agreed that the excessive issues were responsible
for the rapid depreciation, and the former predicted that victory
would be accompanied by decreased expenditures and hence by a
reduction of the money in circulation.’

1 F, D'Ivnerois, A Cursory View of the Assignais, pp. 3~4. This episode is also
discussed in Chapter ITL.

2 Nowak, in discussing recent monetary reforms in Poland, describes the two
schools of thought clashing for control. The organic school demands economy and
increased taxes, and opposes monetary reform before the budget is balanced, The
technical school proposes stern measures: the valorisation of taxes, centralisation
of devisen, and the parallel emission of two monetary units. G. Nowak, “La
Réforme Monétaire en Pologne,” Revwe d'Economie Politiqne, 1924, pp. Bog~810.

8 Monitesir, Vol XXII, p. 427; the Journal des Débats et Décrels gives another
version. Vol. LXV, pp. 638-640.

A F. Déh. e Déc., Vol. LXIII, p. 519,
5 Ibid., Vol. LXV, pp. 637638,
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On January 2, 1795, Lequine suggested various methods of re-
ducing the circulation by increasing the receipts from the sales of
lands. A premium on anticipatory payments, a repeal of the 2 per
cent registration tax on the sales of land, and an extension of the
time of the acceptance of payments of * Inscriptions on the Grande
Livre” were suggested! Cambon, by special legislation, at-
tempted to assure the people of the official repugnance for any
plan of demonetisation. The Committee of Finances, through its
reporter, Cambon, proposed a lottery secured by the unsold lands,
and a system of bounties on all anticipatory payments on lands
already sold.? But Cambon and his Committee had lost their
magic. His proposals were met by many counter-proposals, and
only after much delay did the Convention accept part of the pro-
gram of its Committee® A lottery of public lands, a sale of paper
secured by lands sold but not paid for, economies in public ex-
penditures, a more rapid sale of lands, and a more rapid collection
of payments due on lands were suggested in a semi-official plan.*
The land security held a very prominent position in almost all
proposals for increasing the value of the Assignat.

Johannot, in behalf of the Committees of Public Safety, Legis-
lation and Finance, read an influential report on April 135, 1795,
The proposals included an issue of Cédules d’hypothique (a
mortgage note on public lands), on the security of which new
Assignats were to be issued; the freedom of stipulation between
individuals of metallic or paper payments; and, finally, the return
to a régime of absolute freedom. The Committee hoped that its
plan, if successful, would result in an increase in the value of the
Assignat, and that the Government would thus atone in part for
“having deprived the holders of the Assignats of part of the pur-
chasing power of the money in their possession, as new ones were
issued ™3

Alaw of April 25 allowed free dealings in gold and silver.® The

1 Mmmeur, Vol. XXIII, pp. 126-127.

% Idid., pp. 393-305.
3 1. D#. ot Dée., Vol. LXIX, pp. 98~00, 128110, 127-128
4 Observations Préscmzés por le Conseil de Commerce Aw Com. P. S., pp. 1-8,
8 J. Déb. a Déc., Vol. LXXT, pp. 25-27, 39-40; Moniteyr, Vol. XXIV, pp. 225~
219,

® Ibid., pp. 309~310.
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increased competition of the precious metals, thus encouraged,
was unwelcome to the supporters of the Assignats. The stable
value of the aggregate of paper money began to fall early in 1795,
The competition of a few hundred million livres of gold and silver
was of fundamental importance, since the stable value of the
paper money was but one hundred and fifty million livres in No-
vember, 1795; even in May it had been only one milliard livres.t
(Two thousand million livres of precious metals were in circula-
tion in 1789.)

When the stable value of the paper money in circulation falls
to 200 million livres, the reappearance of, say, 200 million livres
of gold and silver is of greater relative significance than when the
paper money in circulation retains a much higher aggregate value.
A falling stable value — so far as it is not offset by an increased
rate of circulation — in itself tends to react favorably on the value
of paper money, for a genuine scarcity of circulating media is ex-
perienced. By the reappearance of gold and silver it is deprived of
some of this potential value, but it is to be remembered that the
gold and silver will not circulate as rapidly as the paper money.

In May a strong agitation for a tax in kind, promoted by
Bourdon and Dubois-Crancé, held the attention of the Conven-
tion. The latter emphasized the need of a substitute for additional
Assignats and requisitions.? Johannot opposed this proposal for
a “return to the hated Dime,” proposing instead to reduce ex-
penses and to issue Cédules d’hypothéque? Dubois-Crancé said
that the purchase of subsistence was costing the Treasury 1200
million livres annually, while the Contribution Fonciére was yield-
ing but one-thirtieth in purchasing power of what was anticipated

. in 1790. The price of a quintal of wheat was 1o livres in 17go and
300 livres in May, 1795. Bourdon proposed that the tax be re-
assessed in order to obtain the equivalent in wheat of the amount

! The concept, stable value, has received some consideration in Chapter IT.
Briefly, it connotes the value of the aggregate of paper money in circulation obtained
by multiplying the number of units by the value of each unit in relation to its value
before depreciation had begun. Thus, if the circulation were Sooo millions in 1794,
a.nd the value were 25 per cent, the stable value would be 2000 millions.

2 Moniteur, Vol. XXIV, pp. 440451,

% Ibid., pp. 396-397.
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expected in 1790} Jean Bon Saint-André, borrowing from these
proposals for a tax based on the price of wheat, suggested a gen-
eral scale of depreciation for all public and private payments.
When a scale of depreciation was agreed to in June the plans of
Johannot and of Dubois-Crancé were put aside temporarily.

Proposals to demonetise were made more frequently in May.
Haussman suggested that all Assignats of 5 livres and above
should hereafter be acceptable at only three-quarters of their
value? Bourdon, among his other proposals, advised that all
holders of Assignats should be forced to exchange them at the
rate of five-eighths in bonds and three-eighths in Assignats. Gas-
ton openly supported a complete demonetisation and the substi-
tution of numeéraire? The Government took a hazardous step on
May 11 in demonetising the ““Assignats & Royal Face” of denomi-
nations from 10 to 100 livres.* The supporters of this measure
hoped that a reduction of the circulation by 1025 millions would
result. Vernier, for the Committees of Finance and Public Safety,
told the Convention that a complete demonetisation would be an
extreme measure. He continued, however, by describing the vari-
ous methods of demonetisation: a demonetisation of certain de-
nominations; a reduction of a percentage of the nominal value of
the paper money; a complete demonetisation accompanied by a
return to the metallic system; the American scheme of taking ad-
vantage of the depreciation, and reimbursing the creditors of the
Government — in Vernier’s opinion the French had not reached
that stage of dishonesty; and, finally, a demonetisation by pro-
gression.’

A serious outbreak occurred in Paris on 1 Prairial (May 23), and
the Convention temporarily diverted its attention from financial
matters. The lapse was harmful because the Government put
through the disastrous law of 10 Prairial, which provided for the
sale of land at a ridiculously low price.

1 M onitens, Vol. XXIV, pp. 397-390, 440.
2 Ibid., p. 396
§ Iid., p. 444
* Reeueil, Monnaie, pp. 358-350. It will be remembered that the notes of 100
hvxes and above had already been demonetised.
8 Moniteur, Vol. XXIV, pp. 680682,
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A writer in June made a novel suggestion in proposing a di-
vorcement of the monetary quality of the Assignat from the “se-
curity” quality. De Valence believed that the holders of the
Assignats were entitled only to the security and hence proposed
to give them but one year in which to buy lands?

The search for a palliative continued through 1795 with little
evidence of success. Many diversified plans were suggested, but
few ever attained the stage of enactment. A lottery of public pos-
sessions received the approval of the Government on May 27.2
The Convention assented to a tontine and a 3 per cent loan of a
milliard on July 133 The often discussed “taxe en nature” be-
came effective in a modified form in the new Contribution Fon-
ciére voted on July 21. The passage of the new Fonciére was an
acknowledgment of the failure of the earlier attempt to collect the
public revenues “au cours”.*

By July the Assignat was depreciating so rapidly that the Gov-
emnment prohibited debtors from paying their debts before the
date of maturity of their obligations® Although many, slow to
perceive that depreciation was to continue, had hastened to take
advantage of the depreciation by anticipating payments, a more
astute element postponed payments of foreign and local bills in
the hope of further depreciation. The Government thereupon
ordered that bills be deposited and paid within three days of the
date of maturity.®

Pancoucke, a writer of high reputation, proposed early in Sep-
tember (1) to demonetise 10 milliards of the Assignats by a re-
demption in gold bonds at their market value (30to 1); (2) to sub-
stitute 333 millions of Cédules d’hypothéque (secured by the land)
for the demonetised Assignats; (3) to retire the large Assignats —
largely in the hands of the rich; and, finally, (4) to open a land
bank, which was to advance 300 million livres to the Government.”

! De Valence, Essai sur les Finances, XII-XTV, XLV-XLVI,

2 J. Déb. et Déc., Vol. LXXTI, p. 543.

8 Ibid., Vol. LXXIIIT, pp. 354~357-

4 Ibid., Vol. LXXIV, pp. 440-44t.

5 Momtmr, Vol. XXV, pp. 236-238.

& Rocueil des Principas Textes’ Concerpant le Commerce, pp. 249—250.
7.C. J. Pancoucke, Nousean M émoire sur les Assignais.
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The Conventlion, occupied in the summer and early fall with the
new constitution, devoted comparatively little time to the press-
ing needs of finance. There is no evidence of a single significant
success for the many plans put into operation in 1795, The admin-
istrative machinery of the Government was weak. The Conven-
tion relied on Assignats more than ever, with some aid from con-
tinued requisitions. Legislation against the evil speculators, re-
sponsible for this depreciation in the opinion of many, was enacted
repeatedly during the second half of 1795. The Convention at-
tempted to dispose of the houses in Paris owned by the Govern-
ment, requiring payment within a few weeks.! On October 25 the
Convention approved an extraordinary war tax of twenty livres
for each livre of assessment for the Fonciére.? The Legislature ap-
proved several other extraordinary measures on November 15:
some taxes to be collected in numéraire; a pronouncement once
more in favor of the collection of public receipts ‘“‘au cours”; a 3
per cent loan to be paid, principal and interest in numéraire; a
milliard of Cédules d’hypothéque for extraordinary expenses; and
a sale of forests and “mobilier” in metals or “au cours.”® The
Government soon recognized the folly of issuing a loan, payable in
gold and silver, but receivable in Assignats of a market value of 1
per cent of their nominal value? The final decree on the Cédules,
voted on November 25, authorized the conversion of Assignats
into Cédules at the market value of the Assignats and the expro-
priation of the Government from any parcel of land at any offer to
pay the “prix d’estimation” in Cédules.?

When the value of the Assignat was reduced to less than 1 per
cent of its nominal value, proposals to demonetise were made al-
most daily. Lafon-Ladébat suggested that all notes lose their
monetary values in four months, for the announcement of such a
program would cause people to hurry to pay off their debts, and
hence the value of the Assignat would increase.! He did not di-

L J. Déb, et Déc., Vol. LXXV, pp, 1I8°-I84.

2 Ibid., Vol LXXVI, pp. 541-542.

3 Ibid., Vol. LXXVII, pp. 234-241,

4 Ibid., pp. 2, 10, 100.

§ Monileur, Vol. XXVI, pp. 542343, 546, 458,
8 7. Déb. et Déc., Vol. LXXVII, pp. 206—208.
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vulge whether the demonetisation was to be in effect only tempo-
rarily. De Valence proposed virtually a complete demonetisa-
tion in suggesting a compulsory exchange for a government bond
which was to yield 134 per cerit.!

A measure, enacted on November 20, to suspend the sale of
lands, “to assure the holders of the Assignats that they will in-
variably have the portion of security which is legitimately due
them”, helped to impart the final blow.2 I have considered else-
where the forced loan of six hundred millions that was voted at
this juncture. It was not a striking success. Who can doubt, after
considering the nature of these many attempts to resuscitate the
Assignats, that they only accelerated their depreciation?

The political situation — especially on the frontiers — did not
warrant this unprecedented loss of confidence in the Assignat.
The increase of speculation was not a negligible factor in helping
it to retain its value longer. The state of the subsistence market,
the disorganization of the productive processes, the deplorable
financial conditions resulting from the lax administration and the
inability to concur on a definite program, the reduction of and
loss of confidence in the security, the proposals to demonetise, and,
finally, the renewed competition of gold and silver, all detracted
from the confidence in the Assignat and contributed to the head-
long depreciation. Depreciation proceeded much more rapidly
than would be expected from a mere consideration of the issues:
the depreciation by the end of this period was at least twelve times
as great as might be expected from a survey of quantities in cir-
culation. The lack of confidence in the paper money, as evidenced
by the desire to be rid of it, reflected the composite effect of all of
these forces, and is of much greater significance than mere
quantities.

SUMMARY

No comprehensive and systema.tié treatment of the deprecia-
tion of the Assignat has yet been made. Many writers on the sub-
ject take depreciation for granted. Why stop to explain the depre-

'L C, M. de Valence, Observations Addressés au Direcloire Exécutif, p. xvil,
2 7. Déb. et Dec., Vol. LXXVII, pp. 10~20.
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ciation of a paper money issued to excess? An uninterrupted fall;
in the opinion of some, was inevitable. Hawtrey’s emphasis on
speculation is helpful, although he does not consider speculation in
all its ramifications. The most seriousdeficiencyin Hawtrey’s treat-
ment — to be expected in a brief essay —is his failure to consider
the many forces that affected depreciation. Falkner makes a
brilliant contribution in pointing out the necessity of considering
the availability or unavailability of the metals for satisfying the
demand for money.

One explanation of the depreciation was and is fully appreci-
ated. The economists, the writers on public finance, and the mon-
etary theorists have all expressed (or implied) an adherence to the
quantity theory. Their allegiance to that theory often explains a
neglect to inquire further into the process of depreciation. As has
been indicated, however, the writers and thinkers of the Revolu-
tion found much that was not explicable in terms of quantity.
Lavoisier, for example, considered the moral effects of additional
issues; Johannot commented on the depreciation, incomprehensi-
ble on a consideration of quantities alone, when Doumouriez be-
trayed his country. A brilliant essayist, Boislandry, formulated a
comprehensive list of the causes of depreciation that s writer of
today, better versed in monetary theory, might well be proud of.
The man in the street did not miss an opportunity to scoff at the
quantity theory; he pointed out, for example, that in May, 1796,
the price of the louis was gooo livres, whereas when the money in
circulation had been three times as great, the price was but 2000
4000 livres! A police reporter made note not only of the fact that
prices fell with the capture of Amsterdam early in 1795, but that
the populace expected that a fall in prices would follow a great
victory.?

Wagner! and Mitchell* have made familiar the thesis that
changes in the value of money are caused in large part by chang-
ing political fortunes. But Ferraris, whose treatise on paper money -

L A, Schmidt, Tobleausw, Vo, III, p. 205.
2 Réaction Thmmdarimm, Vol. I, p. 453

3 A, Wagner, Die russische Pagiervihrung, pp. :4:—-143 Also, Smawkanarmk,
- Part I, Vol. IT, pp. 608700,

4 W. Mitchell, A History of the Greenbacks, especially Part II, Chapter ITI.
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still remains one of the great works in the field, was critical of
Wagner’s position.! Mises observes that military success was
accompanied by final depreciation during both the French and
American revolutions.?

Wagner and Mitchell employed exchange and gold quotations
as measures of depreciation. These markets are speculative and
reflect the changing military and political situation well; in fact,
one is easily misled by appreciable movements that are not easily
explained by changes in fundamental conditions. But perhaps the
most important explanation of the differences between Wagner
and Mitchell, on the one hand, and Ferraris and Mises on the other,
is that the former dealt with periods in which the depreciation was
moderate, or at least not extreme. They did not have in mind
petiods in which the financial strain was so great that the creation
of artificial purchasing power became the dominating factor in the
situation. I agree with Wagner and Mitchell that a favorable
political event would have an advantageous effect; but Wagner,
and especially Mitchell were inclined to overemphasise the effects
of the changing political situation. ‘

What has been neglected in the explanations of the depreciation
of the Assignat? There has been unquestionably a failure to con-
sider adequately the problem of the supply of commodities, or,
more comprehensively, of the demand for money. War, internal
insecurity, and misguided public policies, all contributed to the
reduction of supplies. But the effects of these forces varied so
that the demand for money was not constant during this period.
A careful consideration of the demand for money is indispensable
for an estimate of the residue of damage caused directly by the
Assignat.

Closely related, and yet a problem that requires special analy-
sis, is the problem of subsistence. The Economic Federalism,? the
disorganized conditions of transportatmn, the effects of the public
control and of the warfare, all require analysis. The smgular syn-

1 ¢ F Ferraris, Moneta ¢ Corso Forsoso, pp. 35-29-

% 1., Mises, Die geldtheoretische und geldrechiliche Seite des Slabdmmngsproblems,_
pp. 18-19.

A phrase descriptive of the attempts of localiues to prevent free economic
relations with outside communities.
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chronization of the periods of rapid depreciation and of lack of
subsistence, forces the writer to the conclusion that the unhappy
state of the subsistence market was a factor of fundamental im-
portance for the value of the Assignat. An Assignat that could
not buy bread was indeed worthless and the holder was willing
to offer an increasing number of paper livres until he could pro-
cure the necessary subsistence. That the French expended per-
haps two-thirds of their incomes on bread, is significant.!

The purchase of subsistence required a large proportion of the
resources of the Treasury. A writer estimated the monthly cost
of the distribution of bread at 546 million livres in 1794—95.2 The
cost of feeding Paris in 1795 equalled one-tenth of the total ex-
penditures of the Government.? Dubois Crancé, a well informed
contemporary, estimated that two-thirds of the daily expenditures
of the Government in the spring of 1795 were consumed in the
purchase of subsistence, and by that time the circulation had
been enriched by 6 milliards (more than one-half of the total) as
a result of governmental expenditures for subsistence.*

Thirdly, consider the eflect of the land security, which received
some attention in Chapter III. The study of the Assignats de-
mands more than an acquaintance with present-day monetary
theory: it requires an insight into the conditions during the Revo-
lution. A study of the daily life of the Revolution confirms the
impression that the fundamental source of the confidence in the
Assignat lay in the land security that strongly supported it. The
man in the street believed that the waste of these resources was
equivalent to a demonetisation of the Assignat. Does any one
suppose that the crafty legislators of the Revolution persistently
advertised the abundance of the land security for the mere joy of
the computation? We may not go all the way with D’Ivnerois
who said that “The confiscations in 1993—94 kept the Assignat at
its high value during the Terror”, but we cannot doubt either the
purpose of the confiscations of the possessions of the Emigrés and
of the condemned, or the aid rendered the Assignat by these adch—

1 See Arch. Parl,, Vol. LIV, p. 6or; Vol, LXXTI, pp. 307-308.
2 A, Schmidt, Paris pendant la Révolution, p. 16.
3 J. Déb. et Déc., Vol. LXXX, pp. 364-365. -
4 1. Jung, L'drmés et lo Révolution, especially Vol, II; chapter VI
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tions to the security. A minute study of all the specifics, suggested
or carried through from 1794 to 196, reveals that very few of
them were not proposals to increase the receipts from the sale of
lands. Can we give full confidence to the many writers on the
Assignats who either neglect or dogmatically dismiss the very
important influence of the land security on the value of the Assig-
nats? So much for the more important sins of omission.

I have not intended to make this chapter on depreciation either
a refutation of the quantity theory, or an encomium of it. I hold
only that a discussion merely on the basis of quantities leads us
nowhere. Subsistence, supplies, security, taxation, and the other
factors at work, all finally affect the value of money through
changes in the quantity of paper money thrown on the market or
through any of the other variables in the equation of exchange.
Quantities issued are of little significance without a consideration
of the varying haste with which they are disbursed. The most
effective way of paying homage to the quantity theory is to dis-
regard it in its superficial form; but in apparently disregarding it,
to study the forces at work — forces that finally become effective
through changes in the supplies of and demand for money.

Criticisms of the quantity theory have been numerous in recent
years. One of the by-products of this criticism has been a change
in emphasis from quantities to balances. Aftalion points out that
large variations in prices in the war and post-war period were
accompanied by small variations in the supplies of money issued.
Gide observes that the countries of the greatest inflation were not
those of the highest prices.? Bonnet observes that inflation re-
mained inoperative because the public was unable to dispose of its
large balances® Hahn points out that individuals who received
additional cash were more likely to save than spend.* They are all
seeking for an explanation of the failure of the rigid quantity
theory. Herrmann expresses-the difficulty well: depreciation does
not necessarily follow inflation, for inflation may be latent.?

1 A. Aftalion, “Les Expériences monétaires récentes et 1a Théorie Quantitative,”
Revue & Economie Politique, 1925, p. 666.

2 C. Gide, “Notes on financial and monetary Situation,” p. 4. Memorandum
presented to the Brussels Conference, 1920,

3 G. E. Bonnet, La Politique anglaise &' Assainissement monétaire, pp. 40-4%.

4 A, Hahn, Geld und Kredii, p. 132.

§ K. A. Herrmann, Dis Zukunjt des Goldes, p. 8.



CHAPTER IX

SOME EFFECTS OF DEPRECIATION

1. DEBTOR-CREDITOR RErATIONS!

Two distinct problems are involved. People who had made ad-
vances when the currency was at a relatively high value were en-
titled to protection from payments in a cheap or worthless money;
and debtors who had borrowed in a depreciated or almost worth-
less money had to be saved from the unfair demands for metallic
reimbursements when the country returned to a metallic stand-
ard? For the most part this section concerns itself with the latter
problem, but the first problem is touched upon incidentally.

A brief chronological résumé of the history of paper money dur-
ing the French Revolution may be helpful here. The Assignats
were first put into circulation early in 17go. They maintained a
reasonably high value until the end of the maximum period
(December, 1794). The value of the paper money fell from 30 per
cent in January, 1795 to 20 per cent in April, 1795, and to 1 per
cent in November, 1795. The authorities were forced in Decem-
ber, 1795, in order to buy the necessities of war, to issue a new
species of paper, the Rescriptions. The Rescriptions, or rather the
Promesses de Rescriptions, were rigidly limited in quantity, and
were redeemable in gold. The Mandat, or Promesse de Mandat,
appeared in March, 1796, and depreciation attended its very
inception. The Government recognized this depreciation as early
as July, 1796.

1 This section was written in 1925. Hargreaves’ excellent study has since ap-
" peared. (E.L, Hargreaves, Resloring Currency Siandards. London, 1926.) The two
studies largely supplement each other. Hargreaves is primarily interested in the
legislation affecting the relations of debtors and creditors. He bases his study on
the statutes as given by Duvergier, and, to some extent,on the interpretat{onof the
courts. I am concerned with the history of the legislation, its repercusslons on the
value of the Assignat, and with the economic effects of the scarcl.ty of currency.
(See especially pages 54 to 68 of Hargreaves’ study.)
A Wagner, Samwkzmomzk Part IL, Vol. IL, p. 720,
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The local tables of depreciation were prepared in order to reduce
the confusion and inequalities that spread into private transac-
tions. From the beginning of 1792 the Assignat was not accepted
in private transactions at its full value, The Government con-
trived many severe penalties to enforce the acceptance of Assig-
nats on equal terms with gold. Nevertheless, the Government
was forced, as early as December, 1791, not only to buy at in-
creased prices, but even to allow indemnities both for the future
internal depreciation in the case of domestic contracts, and for the
future depreciation of the exchanges in the case of foreign
purchases.!

It is apparent that in some instances, in contracts voluntarily
made with the Government, some account was taken of present
and future depreciation. Were the contracts amended when their
spirit was serlously modified by depreciation? Caron has re-
printed an interesting and relevant document in the 1913 volume
of the publications of the Commission des Recherches. It is a
letter and an accompanying memoir that were submitted to the
Committee of Public Safety in August, 1795.2 The house of Des-
jardins et Faure et Desjardins fils had contracted, in February,
1793, to furnish the house of Pierre Courajod et Cie with three
bills of exchange on Madrid. Before the latter could realize on
these bills, the war with Spain had begun. Spain sequestered all
alien property, including alien credits. Courajod et Cie sued for
recovery in 1793. The troubles in Lyons — the city where the
transaction had occurred — delayed a decision until Messidor 3
(June, 1795). The tribune decided that Courajod et Cie were
to be reimbursed not only for the nominal amount of Assignats
delivered to Desjardins, but were to receive an amount equal to
the real value of the Assignat in February, 1793. The memoir also
revealed that the court overruled an earlier verdict on a similar
question and verdicts rendered on the same point both in Mar-
seilles and Paris. The question of the effects of depreciation on
contracts was evidently a prominent one in the local courts, and

"1 Rapport Présentés sur le Comple Rendu por Narbonn’e'; P14

2 P. Caron, “Le Commerce Lyonnais et la Dépréciation des Assignats,” Bulletin
& Hisivire Leonomigue de Ia Révolution, 1913, pp. 190-200,
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at least one local tribunal dared to modify the terms of a contract
where the spirit of the contract had been altered!

The whole economic system was collapsing in 1795 as a result
of the disorganization and inequities caused by the precipitate
depreciation. The revenues received by the Government in de-
preciated Assignats were lavishly disbursed, much to the dissat-
isfaction of the public creditors, the rentiers and pensioners in
particular. The landed proprietors, facing bankruptcy, profested
in vain against the payment of rents in depreciated Assignats.
When the Assignats began to depreciate rapidly, debtors hastened
to settle long standing debts. Larevillidre-Lépaux, describing con-
ditions late in 1795, remarked that as a result of the rapid depreci-
ation, ““All public credit was dead and all confidence shattered;
cash sales alone were made in private transactions, or with interest
charges that rendered every transaction impossible or ruinous”.?

The rapid depreciation of the Assignat concerned the Govern-
ment largely because of the shrinkage in its revenues. A Govern-
ment that had imprisoned men for the unpatriotic offense of not
accepting the Revolutionary money at par, hesitated to recognize
the depreciation officially. Necessity, however, demanded action.
Johannot, in April, 1795, in behalf of the Committees of Public
Safety, of Commerce, of Legislation, and of Assignats dwelt on
the necessity of encouraging honesty in transactions between indi-
viduals and between individuals and the Government? The
Assignats were depreciating so rapidly that the raising of revenue
by the use of the printing press was proving unsatisfactory; and
receipts from.land sales and taxes were contributing little sub-
stantial Tévenue.™

~Suggestions were madex that the Government might benefit
from a recognition of the dep ciation of the Assignat. Two seri-
ous objections had to be answered. Would not an official recog-
nition of depreciation put an additional burden on the already
overworked Assignat? Many recoghized that the stable value of
the aggregate currency had decre#¢ed rapidly, and that any

1 Hargreaves says that prior to z795 the conrts refused to recognise depreciation.
0. ut-, pp. 66-67.
2 L. Lépaux, M#moires, Vol. I, especially’ hhupter XVII.
8 7. Dé&h. et Déc., Vol. XXI, p. 25. - [N
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legislation that might result in an increased demand for it would
be inadvisable.! The twenty milliards of Assignats in November,
1494 had a stable value of less than one hundred millions. That
is to say, the depreciation proceeded much more rapidly than
could be explained by the proportionate increases in circulation.
The metallic currency before the Revolution totalled two mil-
liards. The increased velocity of circulation in 1795 and the
partial return of the metals could scarcely offset a loss of over
o5 per cent in the stable value of the currency. The danger was a
genuine one. The Government was forced to concede a postpone-
ment of ““au cours” payments early in 1796 because of the lack of
circulating media.? (With “au cours” payments, the Assignat
would not be accepted at its nominal value, but rather at its
depreciated value; and, therefore, more Assignats would be neces-
sary to make a given payment.) Similar action had to be taken
in February, 1797 A second objection was offered by others.
Might not an official recognition of depreciation be a final blow
to the rapidly depreciating paper money? At least two pamphlet-
eers had such premonitions.*

A more careful definition of the concept, scarcity of currency, is
perhaps necessary. A scarcity is genuine only in the sense that
the public is unwilling to accept a rapidly depreciating paper
money, even to make necessary payments in the future. The
public learns to économise on balances held and thus minimises
the losses from depreciation. Hence, in large part, a reduction of
the stable value of the currency is offset by an increase in the rate
of consumption of balances. The scarcity results from the fact
that people begin to lose confidence at a more rapid rate than bal-
ances can be economised. Assuming that the confidence of the
public is further shaken by the announcement of “au cours” pay-
ments, they become even less willing to accept and hold paper
money; and whether the currency becomes less or more over-
worked will depend upon whether the further growth of confi-

1 Monitmr, Vol. XXVI, pp. 630-633; Vol. XXVIII, p. 68.

2 Ibid., Vol. XXVII, pp. 433—4.34 c

$ Ibid., Vol. XXVIIL, p. 5

¢p, Capon, Observalions .mr la Mode dePcmmm de Quairiéme Quart des Biens
Nationauz, pp. 3~5; Derant, Un Dernier Mot en Faveur des Mandals.
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dence will have a greater or less effect than the increased demand
resulting from the introduction of “au cours” payments.

In 1794 the Government had demanded payments in kind for
all rents on its domains, This decree proved ineffective. A bill re-
quiring all payments to the Government to be made according to
a scale of depreciation was approved in June, 1795. Houses and
factories subject to the Contribution Fonciére were excepted from
the rigorous payments demanded by this law. A circulation of
2000 million livres was deemed the normal circulation. Each tax-
payer or public debtor was to pay 25 per cent additional for each
500 million livres additional to the 2000 million in circulation at
the time the tax was due or the contract made.! The Government
modified the June law and ordered the taxpayers, in July, 1795, to
pay the Contribution Fonciére, one-half “‘au cours” and one-half
in kind.? The frequent proposals for the collection of public con-
tributions “au cours” affirm the failure of the earlier measures.’

The solution of the problem was delayed somewhat by the
Mandat experience. The depreciation of the latter, however,
began eatly, The farmers of public lands on June 27, 1796 were
ordered to pay one-quarter of the amount of their lease for the
year (1795-1796) in kind. The remaining three-quarters were to
be remitted in paper money according to the price of wheat, the’
assumption being that each livre would purchase 10 pounds of
wheat, as in 17g0. Thus, if 120 livres were payable in that manner
(lease of 160 livres), and if the price of wheat were 50 centimes
(one-half livre) a pound, then the farmer was to pay 6oo livres in
cash (10X %4 X 120=600).! In the next few months the Govern-
ment passed legislation demanding payment for land sold since
March, 1796 and for taxes in numeéraire or in paper “au cours,

¥ Moniteur, Vol. XXV, pp. 13~16.

% I, Déb. et Déc., Vol. LXXVII, pp. 397-380.

3 Ihid., p. 337; also see Chapter VIII. Behnsen and Genzner rghtly maintain
that attempts to collect public revenue “‘au cours” are fraught with difficulties; for
the pubhc, suffering a serious reduction in its standard of livirig, aims above all to
economise on tax payments. H. Behnsen und U Genzner, Die Folgen der Mark-
Enlwmung, PP 7778

4 Recueil des Principoys Textes concernant l’Eaanam Rurale, Commission de
Recherche ¢t de Publicolion des Documenis, 1907, pp. 388-380.
¥ Recueil, Monnaie, PD. 434, 436, 437, 440.
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The Government legislated to prevent the decline in the real
value of its receipts before it offered any relief to its functionaries
and creditors. Cambon pleaded for them in the latter part of
1794! He argued that the farmer had been favored by a new
maximum, but that no relief had been offered to the public credi-
tors. The Treasury, in July, :79 5, declared invalid some contracts
made by the representatives “en mission” with the army of the
Sambre-et-Meuse, because they stipulated that supplies should
be paid for at prices based on the future exchanges on Amster-
dam.? But such action at this time was exceptional; the Treas-
ury had to be more generous as a rule toward public contractors,
if the armies were to be provisioned and clad. Vernier informed
the Convention in April, 1795 that payments for public contracts
had been stipulated in numéraire or “au cours” for some time.?
At a relatively early period of the depreciation of the Mandat,
the Directory entrusted the Minister of War with the power of
revising contracts when depreciation made such revision expe-
dient.t

Public employees had to be conscripted. Often the public
authorities had no alternative but to supplement the wagesin de-
preciated paper with a few ounces of bread. Early in 1796 the
employees surrendered these meagre rights to payments in kind
on the unfulfilled promise of paymentsin a stable currency.® Gerod
.commented on the ineffectiveness of the measures voted to relieve
the public employees down to May, 1797.% This legislation, never
put in practice, included the law of June, 1795, doubling salaries;
the law of August, 1793, authorizing the payments of salaries one-
half in grain; and, finally, the law of October, 1796, granting to
public employees one-half of their salaries in numéraire.
~ The abominable treatment of the rentier constituted one of the
tragedies of the Revolution. An offer of help was proffered to the

L 7. Déb. et Déc., Vol. LXV, p. 715.
2¢. PS8, Vol XXV, pD. 321~-322,
8 7. Déb, at Dée., Vol, LXXT, pp. 79-83.
4 Recueil des Actes du Direcioire Extoubif, Vol. I, p 530
§ F. DIvernois, Histoire de I’Admmmmwn dcs Finanzes pendam P Année 1796,
36 ed . DP. 55-56.
6 7, Déb. et Déc., Vol. XCV, pp. aog—z:o.
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rentier in June, 1795, but was not to become effective until March,
1796. The Moniteur of November 25, 1795 announced a bounty
of ten times the amount due for the year IV (1795-96) to all
rentiers and pensioners. (The Assignat had fallen to 1 per cent of
its 17go value by November, 1795.) The Moniteur evidently re-
ported this law erroneously. This relief was granted only to ren-
tiers with rentes yielding one hundred livres or less annually,
The percentage of bounty decreased with the increase in the
amount of income realised from rentes.?

Gerod announced to the Anciens in January, 1797 that the
rentiers had been promised relief by the legislators, but that they
had been deprived of this help because of the financial difficulties
of the Government. Although a law of October, 1796 had pro-
vided that the rentiers were to receive one-sixth of all the ordinary
receipts, they had received but one million francs in three months.?
The Government then gave the rentiers the privilege of convert-
ing their credits i numéraire for the year IV (1795~96) into par-
tial payments for land ¢

Many of the journals and contemporary pamphlets bewailed
the sufferings of the rentiers, In particular, a lawyer named
Ollivier supported their contentions. He demanded privileges for
rentiers in their relations with their creditors, similar to those
taken by the Treasury in its relations with rentiers. Since the
Treasury had retained the privilege of paying in a worthless paper,
Ollivier contended that the rentiers should not be deprived of sim-
ilar privileges toward their creditors. The Government had paid
the rentiers in a worthless papet; but when metallic payments
became the rule, it defaulted.®

The question of farm leases requires separate consideration be-
cause it was impossible to readjust farm leases according to the
laws of adjustment (to be explained) for other private transac-
tions. Farm leases were generally made for periods of nine years.

! Moniteyr, Vol. XXVI, p. 558. '

% J. D&. e Déc., Vol. LXXXT, pp. 170-180. This was an innocuous law since

the Assignat was worth about 1 per cent of its nominal value at the time and was
soon to become worthless.

8 J. Déb, et Déc., Vol. XCI, pp. 148-150.

4 Ibid., Vol. XCII, pp. 3g0-303-

5 Qllivier, Rentiers de ¥ Elat et Observations sur le Rapport de Paradés.



SOME EFFECTS OF DEPRECIATION 2I3

Life tenures were rare. Depreciation had made farming profit-
able. The Government found it necessary, in demanding pay-
ment for the Contribution Fonciére in kind from the proprietors,
to order the farmers to pay their rents in a similar manner. Later
legislation revealed that this law had proved ineffective} A
law authorizing the payment of rents on public lands in kind was
also ineffective.?

A decreeof June 17,1795 authorizing a readjustment of farmers’
rents, was equally ineffective.® It was decided (August 26, 1797)
that leases made before January 1, 1792 and aiter July 25, 1796
— considered periods of relatively stable monetary conditions —
wete not to be readjusted. Leases made between the date of the
maximum and before July 25, 1796 were to be reduced by a table
of depreciation to the 1go rental values? A return to metallic
payments would have caused hardships otherwise. (Evidently no
provision was made for the period between January, 1792 and
May, 1793.)

Because the problem was not settled by the law of August 26,
1797, & more serious attempt was made in July, 1798: A reduction
according to the local values of the Assignat (local tables) might
be made in the case of nine-year leases, if the proprietor were
agreeable; or payments might be made in gold or silver if the
farmer were willing. If both were unwilling to abide by these pro-
visions in the case of nine-year leases — that is, if the proprietor
were unwilling to adjust the lease according to the local table, or
the farmer were unwilling to adjust by paying full metallic values
for the amount of the lease — then an expert was to decide. An
expert was to decide the issue in any case for longer leases.’

A very important moral and economic problem was raised by
the accelerated rate of depreciation of the Assignat. Debtors took
advantage of the low value of the paper money to pay off long
time debts. A dramatist of the day has left us a play written
around this theme. M. Deslandres, formerly a flourishing mer-

1 J. Déb. ¢t Dés., Vol. LXXTI, pp. 300, 377~380.
2 Arch, Parl,, Vol. LXXVIIL, pp. 61-65.
Mom‘teur, Vol XXV, pp. :3—16
Rmml, Economie Rurale, pp. 396-398.
8 Ibid., pp. 398~400.
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chant, has been virtually ruined by the maximum and the stag-
nation of trade resulting from a fluctuating standard. When the
Louis was quoted at 5000 livres — a depreciation of over ggl4
per cent — he sees an opportunity to retrieve his fortune by re-
paying a business debt of 6ooo livres. The play concerns itself
largely with the calumnies suffered by M. Deslandres.!

Debtors hastened to pay their debts in worthless paper. They
anticipated large payments when they feared an appreciation of
the paper or a return to a metallic standard. The evil developed
so extensively that during the period of extreme depreciation of
both the Assignat and the Mandat, debtors were barred by law
from paying their capital debts.? Although this ban was lifted
theoretically with the promulgation of the tables of depreciation,
the last suspensions of payment were not lifted until December 1,
17972

The appearance of the Mandat in March, 1796 made it possible
to allow the resumption of capital reimbursements suspended in
July and December, 1795. The Mandat, it was hoped, would
maintain a stable value. A table of reduction was deemed neces-
sary for the liquidation of contracts made during the period of
paper money (Assignat) depreciation. This table was voted in
Germinal IV (April, 1796). It was based on the price of gold and
silver with some adjustments for the prices of commodities.*
Kaufman thought that the table was partial to the interests of the
creditor class. He asserted that when the course of the Assignat
was 4 per cent in the departments and 3 per cent in Bale, these
tables of depreciation gave a value of 20 per cent.? All private
contracts entered into after January 1, 1792 were divided into six-
teen classes according to the date of contract.®! The amount to be
reimbursed decreased with the increased depreciation at the time
of the agreement. Obligations entered into before Japuary r,

L Ap;)el d PHonnenr (Anonymons), '

Recueil, Monnaie, p. 363.

’ In December, 176 obligations a.ntenor to 1791 were ordered to be paid, one-
third immediately and two-thirds in two years. In February, 1797 this act was. modi-
ﬁed, ibid., p. 451,

4 Moniteur, Vol XXVIII, p. 67,

:M,p 153.
Ibid., p. 75.
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1792, and those since stipulated in numéraire, were to be settled
in Mandats without any reduction. The stringent laws from 1793
to 1795 against contracts stipulating payments in numéraire were
thus disregarded. A number of the later laws contained a similar
provision legalising illegal contracts.

The rapid depreciation of the Mandat necessitated another sus-
pension of capital reimbursements on 29 Messidor 4 (July, 1796).
The lack of codperation, both within each chamber aid between
chambers — as well as the intense hostility between debtors and
creditors — delayed the legislative passage of the new deprecia-
tion tables until 5 Messidor 5 (June 22, 1797). From April to
July, 1796, the problem was to protect the creditor from reim-
bursements in a depreciating paper. (Hence the act of 29 Mes-
sidor 4 was passed.) The partial return to a metallic standard in
the fall and winter of 1796 presented another problem: now the
debtor had to be spared the burden of metallic payments.

The Council of 500 voted in November, 1796 to relieve the
debtors from the oppressive weight of metallic reimbursements.?
In pursuit of its program of relief for the debtors it agreed, on
December 2, 1796, to follow the Treasury quotations as its main
guide, with the Bile quotations as a supplementary guide, and to
make some allowance for the difference “that has always existed
between the value of the Assignat in gold, and its value in com-
modities”? Late in March it was decided that transactions ante-

- dating the period of depreciation and those made after July, 1796
were to be liquidated in numéraire.* On the 16th of Germinal
(April 5) all assignments to creditors since the recent suspension
of payments (July, 1796) were declared invalid® Ten days later

. an official commission proposed the construction of a table of

depreciation for every department.® The Council of 00 finally
adopted a resolution on the goth of Germinal (April 19) calling for

':the construction of local tables of depreciation.” This resolution,

1 Tois et Résolutions Complalas sur les Transactions, p. 2.
2 Moniteur, Vol. XXVIII, p. 4
3 Ibid., p. 504. The final hill smd nothing of the Béle exchanges.
- * 7. Déb, & Dé., Vol. LXIV, P !63-:66
8 Ibid., p. 651. .
-8 Ibid., p. 666.
1 Ibid., pp. 671672,
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which subjected private transactions made during the paper
money régime to adjustment on the basisof the department tables,
became law on 5 Messidor 5 (June 23, 1797).!

The right of the State to interfere in private contracts was not
conceded without much opposition. Laffon-Ladebat, in a dis-
course rendered on 28 Nivése 5 (January 13, 1797) to the Conseil
d’Anciens, summed up the case for both the creditors and the
debtors.2 The debtors suffer a loss of value in all their invest-
ments, public and private, because of depreciation; and theyought
to be relieved from the bondage to their creditors that results
from the necessity of repaying in gold and silver for loans con-
tracted in a depreciated paper. The creditors pretend that the
State cannot interfere with private contracts; that individual
obligations are independent of the Government; that inviola-
bility of property is the essential basis of public association; and,
hence, that the debtor must pay the full value of his debt in coin.

A pamphleteer asserted during this controversy that the State
could not interfere with contracts that were not fraudulent; and
he maintained that the low rates of interest were evidence of the
faith of the creditors in non-interference by the Government?
This writer evidently held that the creditors charged a low rate
because they gambled on the possibility of repayment in metallic
money. Low rates were obtained, in fact, only for loans made in
paper with the possibility of repayment in metals. They were not
low when paper loans were at stake; and, as will be seen in the
latter part of this chapter, there is evidence of high rates for metal-
lic loans once the country returned to a metallic standard.

Lataché attacked the proposed law as being unconstitutional on
the very day on which it was passed (5 Messidor 5). It was retro-
active; it interfered with the rights of private property; and it pro-
vided for an unconstitutional usurpation of the judiciary by the
legislative power.t Mollévaut,a defender of the debtor’s interest,
rendered the decisive discourse. The most cogent argument he
employed involved an appeal to the self-interest of the credltors.

L J. Déb. et Déc., Vol XCIV, p. 462.

2 Qbservations d'un Rentier Viager, pp. 1-5.

3 Réponse d POpinion de Duguet sur les Tramamm, PD. 4-5
4 7. Déb. et Déc., Vol, XCVII, p. g0.
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The creditors could not expect full payments in metals to be made
now (1797) for contracts that were agreed to when 40 or 50 mil-
liards of paper money were in circulation. The resumption of pay-
ments could be made practicable only by a reduction of the debts
by a table of depreciation.!

All contracts were not subject to the terms of these tables,
Government transactions remained largely independent of them.
Farm leases had to be adjusted in a more scientific way in many
instances. Transactions agreed to before January 1, 1991, and
after 29 Messidor 4 (July 16, 1796) were deﬂgnated metallic
transactions and had to be ]iquidated with numéraire. Payments
for lands alienated during the paper money régime were to be
adjusted by experts.?

Revalorisation laws are increasingly invoked in order to reduce
the injustices caused by the depreciation of paper money and by
the reintroduction of a metallic currency.® Frederick the Great
was responsible for a simple revalorisation law after the Seven
Years War.* Germany, Poland and Hungary have recently en-
acted comprehensive laws of that type.® The recent Hungarian
attempt to deal with this problem is particularly interesting. In
introducing its law, the Hungarian Government proceeded on the
assumption that a crown was a crown. Adjustments were to be
made only in exceptional cases; special consideration was to be
given to claims arising from delays in payment; and the courts
were to inquire whether, by taking ordinary precautions, contract-
ing parties might have provided for depreciation.®

L J.Déb. et Déc., Vol. XCVIL, p. 101,

’ Recueil, Mommw, DP. 476-478.

3 Yor a discussion of attempts to obtain a stable measure of value in Central
Europe in the last 10 years, see M., S. Braun, “Die Doppelnote”, Schriffen des Vereins
fitr Segialpolitik, Vol. CLXV, No. IT; also J. Hirsch, Dis deuische Valufafrage, pp.
17-18; and R. Stucken, “Die Werthestindigen Anleihen in Finanzwirtschaftlicher
Betrachtung®, Schriften des Vereins fiir Sozialpolitik, Vol. XCVI, No, L. F. A,
Leitner (Finanz wund Preispolilik, p. 8) discusses various Methods of making con-
tracts that include allowances for depreciation. .

¢ 1, V. Birck, Scourge of Europe, p. 108,

5 British Overseas Reporl on Hungary, 1925, pp- 1718; R. Lemnso]m, Histoire de
VInfiation, pp. 35-36, 231232, 327~328. G. Kurntowski, “La Réforme monéta.lre

"en Poland,” Revue d’ Rconomie Politique, 1924, PP 525—528
% Economic Bullelin of . ihe Ceniral Carparamn of Banking Companies, Vol, II,

No. 4.(1926), pp. 35-36.
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The Code Napoléon requires that payment be made in an equiv-
alent number of francs, without regard to the changing metallic
content of the money. Knapp’s position is similar. “The State,
therefore, treats the 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 debt was indicated, and which does not mean that in reality a
copper was to be delivered.’” In the courseof the debatesin Aus-
tria in the early part of the 1gth century, Gartner maintained that
reimbursements should be made “au cours” because the State
has no right to hamper the proper fulfillment of private contracts;
gold, alone, is genuine money. But the Exchequer contended that
money is a medium of exchange, that the State may manufacture
it out of valueless material, and that private citizens should not
be given preferential treatment.? Not until November, 1923, did
the Supreme Court of the German Reich abandon the thesis that
a mark is a mark? But legislatures have frequently repudiated
the Nominalist position, and have attempted to obtain a modicum
of justice for debtors and creditors by revising contracts.

No doubt monetary policy has been determined in part by the
attitude of the authorities toward the revision of contracts. Did
not the tenacity with which devaluation was fought in recent years
in both France and Italy arise from the widespread acceptance of
the thesis that a franc is a franc or a lire is a lire? Revision of con-
tracts was unlikely; hence deflation was the only possible program
until the obstacles of a deflationary policy became apparent to
everybody. Wagner proposed deflation for Russia because, in his
opinion, an equitable revision of contracts was impossible.t

2. TRANSITION TO A METALLIC STANDARD

"+ A country that sees its paper money depreciate continually,
and finally depreciate so rapidly that the stable value falls to a
‘very small proportion of the value of the money circulating before

; G. F. Knapp, State Theory of Money, p. t4.

See V. Hoffman's excellent study: of Austria’s experiences in the early part of the
19th century. “Die Devalvierung des 8sterreichischen Papiergeldes im Jahre 1811,
oSchiriften des Vereins fiir Sozialpolitik, Vol. CLXV, pp, 108-112.

3 'H. Schacht, Stabilisavion of the Mark, p. 212, o

4 A, Wagner, Diz russische Popieruithrung, Pp- 112-116.
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its introduction, sooner or later concerns itself with the possibil-
ities of a return to a metallic standard. The difficulties encoun-
tered in the return to a metallic standard make a fascinating chap-
ter in the history of paper money.! The required adjustments do
not occur automatically as some would have us believe. Falkner
writes, “so the speed and completeness with which the flow of
metals was brought about, and with which the precious metals
were brought back, prove that the money had been hoarded by
the French, and that the exportation, which the contemporaries
hadfeared so, had required onlyasmall proportionof the metals.””?

Thibeaudeau, a contemporary, said that the fear of a scarcity of
numéraire was not realized when the paper money petered out;
the metals came out of hiding within the next fifteen months and
there was no great catastrophe? These statements give too rosy
a picture. .

Gold and silver were used concurrently with paper money to an
unknown degree up to the Reign of Terror. The Terror was suc-
cessful in eliminating the competition of gold and silver in internal
transactions. No sooner did the economic policies of the Reign of
Terror lose their vitality, however, than the precious metals be-
gan to circulate once more. Later, the law of 6 Floréal 3 (April 22,
1795), which authorized the reopening of the Bourse and guaran-
teed the freedom of transactions in gold and silver, stimulated
their return.® Dealers, to an increasing extent, demanded numé-
raire for their merchandise. The Government required increasing
amounts of gold and silver; the Directory demanded a credit of
twenty-one million livres in numéraire for the use of four depart-
ments in November, 1795; and in the following month it even
estimated its annual expenditures at fifteen hundred millions in

1 Genz once remarked that the dangercus epoch only begins with attempts fo
bring back normal conditions. A. Wagner, Diz russische Papierwilhrung, pp. 4-5.
'S, U. Falkner, 0p. cil., p. §3. B. M. Anderson also exaggerates the ease with
which the transition was effected. Chase Economic Bulletin, January 12, 1923, p. 44-
" 8 Mémoires, Vol. I, pp. 29-30. Mises quotes approvingly Thiers’ remarks on
how easily the gold came out of hoards and from abroad, Mises, o2, cil., pn. ro-1t.
4 The English reported important losses of specle from June, 1705 to February,
1797: In particular attention was drawn to the unprecedented losses of February
21-3Y, 1997 “Third Report of Committeé of Secrecy on Outstanding Deminds of
' ‘t;le] ]}Iank of England, 1797, in. Reporis of the Commitide of the House of Commions,
ol; IT, p. 12. .
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numéraire. (Of course this does not mean that the Government
expected to receive all of its revenue in gold and silver.)

The decrease in the stable value of the paper money which
became evident in the early months of 1795, together with the
demand which developed for the metals because they were often
the exclusive means of purchase, contributed to a marked appre-
ciation of the precious metals.! The stable value of the total paper
money in circulation fell to a small proportion of the money in
circulation before the Revolution. The more rapid consumption
of balances, the substitution of numéraire, and the decreased de-
mand for money were not enough to offset the fall in the stable
value of the currency; the country suffered from inadequate sur-
plus of cash because it was losing confidence rapidly. It will be
recalled from Chapter IV that after the maximum the premium
on gold and silver exceeded the premium on the foreign exchanges.
This was equivalent to a bounty on the importation of gold and
silver. Nevertheless, it is doubtful whether importations of gold
and silver, for the next few years at any rate, were of material
importance. France, economically disorganized, possessed an
insufficient amount of purchasing power to pay for appreciable
importations of the precious metals. The demand for French
exchange was limited. The fact that the scarcity remained ap-
parent for several years — as will be seen — indicates that the
supplies forthcoming from private hoards were inadequate.

A chart follows which compares the Assignats in circulation
with their stable value. The latter variable represents the amounts
in circulation reduced by the average values (monthly) of the
local tables. Note the excess (over the pre-Revolutionary circu-
lation) of the stable value of the currency in the first half of 1794.
This apparent failure of the Assignat to depreciate in proportion
to the increased issues was due to the maximum system, which
resulted in a compulsory hoarding of Assignats and a high value

for those disbursed. (In the eatly years of the recent war, the rate
of depreciation did not keep up with the expansion of issues.)

. 1.Bonn, in discussing similar conditions in post-war Germany, says that, con-
sidering the large hoards of cash and the price levels, the money in circulation was
not excessive, M. J. Bonn, Stabilisation of the Mark, p. 40.
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Note also that in 1795 depreciation proceeded more rapidly than
in proportion to the increased issues! The stable value of the
currency had fallen to perhaps one-twentieth of the pre-Revolu-
tionary circulation by the end of 1795 and the early months of
17962 The marked decrease in the aggregate of monetary paper
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resources (stahle) was a severe handicap to the French people.
The more rapid circulation of the paper money and the reappear-
ance of some gold and silver remedied the situation to some extent.
Contemporaries commented on the lack of money. The intro-
duction of “au cours” payments, in increasing the demand for

1 Russia had p similar experience recently, as did all countries with advanced
depreciation. S. Katzellenbaum, Russian Cuprency and Banking 1914-1924, DP:

94797,

¥ Compare the reduction in Germany recently, The gold valus of the currency
fell from go marks per capita in 1914 to x mark in November, 1g23. J. Hitsch, Dis
deutsche Waksungsfroge, pp. 17-18,
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money in the last months of 1795 and in 1796, made the deficienicy
apparent.

The decrease in the stable value of a currency during a period
of extreme depreciation, however, is not likely to be as great as is
generally supposed because the paper money may maintain al-
most full value for certain public and private payments (debts and
taxes, for example). The index numbers or other measures used
in the reduction of the nominal values of the currency fail to take
into account the value of the paper money for these payments.
Keynes points out that the standard of living is reduced by the
process of inflation, and, hence, less money is required.!

Is there a deficiency or scarcity of money? Xarl Marx’s con-
tention that the supply of money is adjusted to the demand by
automatic changes in the velocity of circulation, is not without
truth.?2 But as Aftalion has recently observed, there are mechani-
cal limitations to a very rapid increase in the velocity of circula-
tion, and, hence, he prefers to explain the rapid changes in price
levels independently of changes in either money or velocity of
circulation.! The deficiency of money is genuine only in the sense
(as Xeynes observes) that people make the mistake of economis-
ing monetary balances too much;* or that the public is not con-
tent to accept money which is rapidly depreciating, and thus is
unable to make necessary payments (a variant of Keynes’ point);
or, finally, there may be genuine deficiencies of a temporary nature
because changes in rate of consumption of monetary balances are
not adjusted rapidly enough to changes in the price level. But
an increase in the value of the money or in the rate of disburse-
ment of balances should follow.

. As already noted, Rewbell’s proposal in June, 1795 for a scale
of depreciation for payments to the Government was based on the
idea that prices increased in proportion to new issues. Every
«debtor or taxpayer was to pay one-quarter additional -for each
five hundred millions in circulation beyond the pre-Revolutionary
circulation of two thousand millions at the time the contracts for

* 1 1. M. Keynes, 0p. cit, p. 44 '
2 K. Wicksell, Vorlasungen, Vol. II, p. 170, -
3 F. Aftalion, Monnaie, Prix et Change, pp. 198~190.
4 J. M. Keynes, op. cil., pp. 4647,
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land purchases were entered into or the taxes became due.! But
more discriminating observers were aware that depreciation was
proceeding more rapidly than in proportion to increases in the
circulation. Prunélé expressed the opinion that prices had in-
creased more than in proportion to the new issues because of the
ease of counterfeiting, the loss of confidence in the security, the
immoderate emissions, and, finally, the excessive consumption of
commodities.? Savary informed the Convention in July that the
depreciation had advanced more than in proportion to the in-
crease in the circulation.? A report of October 16, emanating from
four comniittees of the Convention, referred to the inadequate
supplies of Assignats in the light of an unprecedented demand for
money caused by the high level of prices.# The supporters of a new
maximum recognized that prices had increased much beyond 10
times, although the circulation had increased but tenfold, and,
therefore, recommended, as a compromise, a maximum of 10
times the prices of 17g0.® Lebrun demonstrated on December 3,
1795 that 3o milliards of Assignats were equivalent to but 300 or
400 millions of silver.® On the same day Lafon-Ladébat told the
Anciens that 6.4 milliards in February were equivalent to 1600
millions in real value, that the 7.6 milliards circulating in March
were equivalent to 1200 millions in real values, the 13 milliards in
June were equivalent to 260 millions, and that 20 milliards cur-
rently in circulation had a value of but 150 millions.”

Proposals to retwrn to a metallic standard began to attract
attention in the spring of 1795. Thus Gaston in May openly pro-
posed a return to a metallic standard.® By November an official
committee recommended measures for augmenting the supplies of
precious metals.” In the hope of increasing the confidence in the
Assignat, the Council of 500 determined in November on an eatly

1 Moniteur, Vol. XXV, pp. 13-16. .

. ¥ A, M. E. Prunélé, Foriunes, pp. 17-18.

8 Mondtenr, Vol. XXV, p. 236.

4 Ibid., Vol. XXVI, p. 210 .

5 J. Dé#. et Déc., Vol. LXXVI, PD- §06-507.

8 Ibid,, Vol. LXXVII, PP. T78=1%0. '

? Mamlmr, Vol. XXV1, pp. 620-624

8 Thid,, Vol. XXIV, p. 444. o
°J Ddb ¢ Déc., Vol LXXV]I,p 234.
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destruction of the Assignat plates.! In Dupont’s opinion no more
than 300 millions of numéraire were circulating in France in
December, 17952 The Committee of Five made some suggestions
as to how to encourage the metallic circulation.? Evidently little
numéraire circulated in Paris, for Lebrun, Commissioner of Fi.
nance, estimated that most of the 200 or 300 millions of numéraire
in France drculated in the provinces.!

The rapid depreciation of the paper money had reduced the
‘Government to an unenviable position, because the most impor-
tant source of revenue (paper money) was yielding Little, The
Government resolved on heroic measures. In December the
Directory submitted a proposal for a forced loan. The failure of
this remedial measure is discussed in Chapter IT¥ Then it post-
poned payments on past obligations.! Forty millions of Assignats
were the only assets available on January 13, 1796; the Govern-
ment thereupon created a new species of paper money, the Re-
scription, which was to be employed for the payment of all out-
standing obligations in stable currency of 150 livres or more.” On
January 2o the Treasury issued a proclamation on the Rescrip-
tions now ready for circulation: They were to be issued in denomi-
nations of from 1000 to 5o livres, to be receivable at all public
offices, and were ‘““to partially relieve the lack of numéraire”®
The Minister of Finance was ordered on February 20 to calculate
and arrange in order of urgency all the arrears up to February 18,
‘but ‘was to withhold payment for the present.” The first 30
millions of Rescriptions were used sparingly indeed.

But the Treasury remained empty. Camus suggested the dis-
continuance of the sales of land. Dubois-Crancé, emphasizing the
lack of metals, proposed a tax in kind that was to yield 1500

1 1. D&, et Dés., Vol. LXXVIIL, pp. 79-80.

2 Moniieur, Vol, XXVI, pp. 681~682.

3 See also C, M. A, De Valence, Observations Addressées ou Direcivire Extoti,
p. xvii; Moniteur, Vol. XXVI, p. sor. o

4 Ibid,, p. 614.

5 See Aclss du Directoire Exéowsif, Vol. T, pp. 206-298.

8 Reoueil, Mom:m, P 403-

T Ibid., p

87 Déb etD&c Val, LXXX, pp. 121~122,

9 Ihid,, Vol LXXXI, pp. 135-156.
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millions of gold livres indispensable for the next campaignl
Many demanded that the Assignats be retired and exchanged for
new Assignats stamped and reduced in quantities. The stamped
Assignats, alone, were to retain the monetary function, The spon-
sors of this plan generally also emphasized the need of a “special”
security for them2 The Committee of Finance of the Council of
500, however, adhered to a few hackneyed proposals: an elimina-
tion of speculation, renewed sales of land with provisions for rapid
payment, vigorous measures for the collection of the Forced Loan
and of back taxes, and “au cours” payments for many debts to
the Government.? The Committee and its foremost critic, Du-
bois-Crancé, agreed as to the scarcity of numéraire. But Crancé
criticized it for not recognizing the impracticability of “an cours”
payments when the country was handicapped by a scarcity of
money.*

Although the program of the Committee had already been
accepted in part by the Legislature, the Directory, dissatisfied
with the rate of progress, proposed on March ¢ an issue of 6oo
millions of Mandats.®? The plan of the Directory was not unlike
the earlier proposals to stamp a limited number of the Assignats
which were to be secured by designated lands. For the Assignats
were to be exchanged for Mandats which were to be supported by
a special security.® Seven days later the Legislature conceded to
the Directory the privilege of issuing 2400 millions of Mandats.
It was to employ 6oo millions for the exchange of Assignats, 6oco
millions for current expenditures, and 1200 millions for future
exigencies.” The Legislature bestowed the legal tender quality on
the Rescriptions and Mandats and converted the Rescriptions
into Promesses de Mandats.?

The Mandat never received the popular approval once enjoyed

17, Deb. et Déc., Vol. LXXXI, pp. 2124,

3 Ibid., pp. 34-35, 53, 60-62, 7276

2 Monileur, Vol. XXVII, pp. 634637

4 Ibid., p. 640, .

57, Déb, et Déc., Vol. LXXI, pp. 238~230.

6 P; A. J. Tascherean on March 5 suggested the redemption of the Assigoat by a
new paper at 5o to 1. Il en est Tems encore, pp. 20-2L

T Maniteur, Vol. XXVIII, pp. 5-6. .

8 Ibid., Vol. XXVIIL, pp. 166~267, Actes du Direcivire. Exéoutif, Vol. II, p. 51.
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by the Assignat; the public refused to accept it from the very be-
ginning! As Schmidt well observes, by the exchange of the Assig-
nat for Mandats at 30 to x when the Assignat was worth less than
one-half of 1 per cent of its nominal value, the Government was
placing a low value upon them.? Freedom of transactions in metals
and “‘au cours’ payments in private dealings were officially ap-
proved on July 23, a few months after the introduction of the
Mandat.? On July 25, in the midst of this rapid depreciation, the
Government ordered all buyers of land during the Mandat period
to pay the fourth (and final) installment “‘au cours”. Capon
doubted whether the Mandat would survive the sixteen months
allowed to complete the “‘au cours” payments; and he asserted
that the gain to the Government would be negligible because the
Mandats thus received would depreciate appreciably before their
disbursement.* Early in August the Government attempted once
more to collect its taxes “au cours.”

The stable value of the Assignat was probably no more than
100 million livres when the Mandat was introduced. The issue
of Mandats, or, more propetly, of Promesses de Mandats, did not
begin until April and was not completed until September. The
highest monetary value (stable) of the aggregate of Mandats was
attained in the middle of September when, as a result of a specula-
tive boom, the value of the Mandat increased from 234 to 5 per
cent, and the stable value of the Mandats increased to 120 million
livres. On May 18 the Directory, in a message to the Council of
500, dwelt on the meagre returns to be expected from the Mandats,
now depreciating rapidly. Excluding 65 millions, the current value
at 340 to 1 of 23 milliards of Assignats in circulation, the Directory .
anticipated a yield of but 160 millionsin stable values from the dis-
bursement of the remaining 1600 millions of Mandats. The Direc-
tory assumed in these computationsthat the Mandats would retain
an average value of 1o per cent in the course of their disburse-

"1 See Réaction Thermidorienne, Vol. TIT, pp. x28, 157, 198, 222, 227,

2 A, Schmidt, Paris pendont lo Révolution, Vol, IIT, p. 158.

¥ Recueil, Monmaié, p. 434.

‘p, Capon, Obseruakion sur le Mode de Pamnmt de Quairidme Quarl des Blm

\'Na&ioﬁaux,p 6g. ~
- Rwued Monnaie, p. 436
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ment. Eight hundred millions were required for the redemption
of the Assignats at 30 to 1.' The Assignat, in the opinion of the
Directory, was valued at but one-three hundred and fortieth of its
face value; the Treasury was, therefore, in receiving the Assignat
at 30 to 1, putting a valuation of about g per cent on the Mandat,
and the 8oo millions thus employed would yield but (say) 70 mil-
lion livres. The authorities did not begin to redeem the Assignats
until June.?

In June, 1796 the monetary supplies of the country included (1)
100 millions or less of Assignats (stable value), (2) 6o millions of
depreciated Rescriptions, and (3) 500 millions of Mandats at an
average value of 1o per cent, or 50 millions in stable values. The
total of 156 millions — assuming that the Rescriptions depred-
ated at the rate of the Mandat — constituted the circulating
media of the country, with the exception of the scanty supplies of
gold and silver that had reappeared.® In October, 1795 the Gov-
ernment predicted that the Paris mint in December would have
a capacity of 300,000 coins daily.* That these new 1 franc pieces
circulated at a discount of 2 or 3 per cent as compared to the livre
although they contained 1 per cent more of bullion, reflects thelack
of faith in the Government.® The progress of the manufacture of
these coins was very slow, as is evident from the many official
complaints of delays in 1795-96.% The slowness of the reappear-
ance of the precious metals is a.pparent if we consider that but 32
millions were coined in 2 years.”

The scarcity of money was evident in many ways. Falkner is
mistaken in his opinion that by the Mandat period the metals

Y Actes du Direcloire Exécutif, Vol. I1, p. 408. Wolff predicted in 192q that the
depreciation of the mark would not be so extreme as that of the Assignat, because
gold and silver were available when the Assignats d.\sappeared J. Wolff, Velule und
Finananot in Dewtschlond, pp. 6g—70,

" 2 The depreciation of the German mark was more exireme than that of the
Assignat. On October 22, 1923, one gold mark was equivalent to z billion paper
marks, League of Nations Memorandum on Currency, 191333, P. 37

3 ¥, D*Ivnerois (Hisloira de P’ Adminisiration des Finances pendant I'Annde 1790,
ad ed., pp. 92-03) estimated the total at 5o millions,

- 4.7, Déb. & Dé., Vol. LXXVI, p. 100.

5 Ibid., Vol. LXXXI Pp. 166~172,

" ® Adigs du Direciairt Enéoutif, Vol. T, p. 420; Vol. 1T, p. 87; Vol. TIL, p. zaq.

7 Monitesr, Vol, XXVIII, p. 710.
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had returned and filled all the channels of circulation. Nor can I
agree with Marion who says that the Government had only
to dissociate the Mandat from gold, i.e,, demonetise the Man-
dat and accept it only at its real value, to bring the metals
back.!

The Government, in particular, suffered from the lack of numé-
raire: Saint-Cyr reported that the Army of the Rhin-et-Moselle,
hampered by the dearth of metallic money, discontinued its spy
work in the Campaign of 1796.2 Because the farmers refused to
accept paper money, the Army of the Rhine had to rely on requisi-
tions once more. The meagre allowance of 6oo,000 livres of gold
and silver in the spring of 1496 sufficed for the most pressing
needs onty? Napoleon’s successful campaigns in Italy in 1796
alone saved the Government from the detrimental effects of an
absolute dearth of numéraire. The French representative in Italy
wrote in May that they had received 35 millions in gold and silver
from Italian sources.* But Napoleon, a year later, estimated the
total at but 23 millions.® Napoleon was concerned with the prob-
lem of converting this money into funds in Paris; and he hired
Balbi, a banker of Genoa, to solve that problem.® However, even
Napoleon had been disturbed by the lack of metallic money. Of
the 48,000 francs in gold with which he opened the campaign of
1496, only 25 per cent had been contributed by the Treasury.”
Napoleon complained in May, 1796 that he had been unable to
pay his soldiers, and that the Government had failed to keep its
promise to remit 30,000 livres for the upkeep of the artillery.
‘That 6 months of active campaigning had cost but 11 millions in
cash, had been made possible, in Napoleon’s opinion, by the ener-
getic system of requisitions enforced. In 1797 Napoleon was
forced to adopt questionable methods to obtain indispensable
supplies of cash: Thus, by cajolery and coercion, he succeeded in

1 M. Marion, Hisloire Financiére, Vol. I, pp. 376~380.
- 2 @, Saint-Cyr, Mémoires sur les Compagnes, Vol. IV, Unable to check page.

3 g, Bourdeau, Les Armdées die Rhin ase Début du Direcioire, pp. 248-240.

4 . Bouvier, Napoléon en Ilalie, p. 607 ,

5 Correspondance de Napoléon Ier (1796-98), Vol. III, pp. 71, of,

8 F. Bouvier, op. ¢it., p. 95 ' -
7 M. De Nervo, Les Finances Frangaises soys I'Ancienne Monarchie, Vol. II,
P. 281, '
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having a note for 22,500 livres accepted by an Italian banking
house.:

The Directory issued a proclamation on February 3, 1796,
authorizing postponement of payments for lands due in Assig-
nats “au cours” or in numéraire, “because of the dearth of gold
and silver and the lack of proportion existing between the real
value of the Assignats and the needs of the circulation.”? The
Minister of Interior informed the Directory in March that the
provisioning of Paris was in danger because of the failure to
assemble 2.6 millions in numéraire? In order to encourage the
presentation of the precious metals for coinage the Government
waived its ““droit de fabrication”# The police reports often com-
mented on the lack of numéraire.’ Confronted with a complete
loss of the precious metals, the Treasury closed its doors tem-
porarily on August 26.° The imperative need of numéraire was
one of the factors that helped to lure the Government into the
disreputable contract with Dijon and Company.” The decree that
authorized the demonetisation of the Mandats also conceded a
discretionary authority to the public officials * to moderate taxes
and surtaxes not acquitted”.® The Government recognized only
too well the difficulty of procuring numéraire.

The scarcity of numéraire was apparent in other ways also.
Ollivier compared the interest rate in 1797 with that of 1788:%

Per Cent
1788 1797
Bank paper discounted at (per month).... £ 474
Commercial paper (per month),......... 74 4toro
Mons de Piété (peryear).......ocoveunns 10 does not lend

He attributed these high rates to the scarcity of numéraire; and
although we may recognize a confusion of capital and money, the

L Correspondance de Napoléon Ter (1706-98), Vols. I and IT. The first 2 volumes
are replete with Napoleon's financial difficulties.
2 Moniteur, Vol. XXVII, pp. 433-434-
% Actes du Direcloire Exéoutif, Vol. I, pp. 16-17.
4 Moniteur, Vol. XX VIIL, pp. 240-241.
Y Réaction Thermidorienne, Vol. ITI, pp. 338, 388
5 Itid., p. 405.
T Actes du Directoire Exécutif, Vob. IV, pp. 443-444+
& Moniteur, Vol. XXVIII, p. 245.
" 9 Qllivier, Rentiers de I Eiat, p. 4.
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high rates probably were due in part to the shortage of precious
metals.! The loans had to be made in metals, which were scarce.
The creditor also took an additional risk in that the debtor might
find trouble in procuring the metals for reimbursement.

Metallic prices in 1795-97 remained consistently below the
level of the pre-Revolutionary days. Foreigners often wondered
at the cry of famine in the light of the low metallic prices in
France. A dinner could be bought at one-third or one-half of the
prices of 1788.2 Taschereau had a premonition that the demone-
tisation of paper would be followed by a drop in the price level.3
Pancoucke observed in September, 1795 that prices were consid-
erably lower than in 1489.* A few months later, Lebrun, Com-
missioner of Finance, found in the low prices indubitable evidence
of the scarcity of gold and silver.

The more marked appreciation of gold and silver (as'compared
to the exchanges) and the relatively low metallic prices in France
(as compared to the price level abroad) made possible large im-
portations of gold and silver; but they were imported slowly.
The Minister of Police complained to the Commissioners of the
Directory of the continued hoarding of numéraire.® Mollien, a
trusted financial advisor to Napoleon, referred to the general
opinions of bankers and business men that much of the financial
distress up to 1806 was caused by the scarcity of gold and silver.”

A contemporary described succinctly the diversified papers cir-
culating from the period when the Assignat disappeared to that
. when a metallic standard functioned normally again; (1) “Re-
scriptions”; (2) “Bons,” which were given to the heirs of the con-
demned and never possessed the legal tender quality; (3) copper
coined in large amounts, but demonetised later; (4) “Ordon-

1 Probably the most important cause of the high rates was the scarcity of circu-
lating capital. Compare similar conditions in Germany and Austria in the recent
pust-stablhsatmn periods.

2 See the police reports as reprinted by Aulard and Schmidt for numerous refer-
ences to falling prices in the latter part of 1793, and in 1796,

8 Taschereau, Il Bn Est Tems Encore, pp. 80

4 €, . Pancoucke, Nowveaw M émaire sur les Amgnats, D 46,

5 Mamteur, Vol XXVI, p. 614.

% Recueil, Monnaie, p. 491.
"N Mo]hen, M émoires d'un Minisire du Trésor Public, Vol. I1, p, 15,
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nances,” which were delivered to contractors after September,
1796; (5) a paper, redeemable in specie, which was given to con-
tractors in the last few months of the Assignat period.

The Government described an even more heterogeneous col-
lection of circulating media when it announced the renewal of
land sales in November, 1796. Recognizing the dearth of numé-
raire, it demanded but one-half of the sales price in numéraire; the
other half was acceptable in any of several forms of circulating
media: “Ordonnances des Ministres” (for supplies), *‘ Bordereaux
(accounts) de liguidation de la dette publigue ou de la detie des
émagrés,” “Bons de requisition ou de loterie,” “Ordonnances ou
Bons de restitution ou d’indemnité des perles occasionnés par lo
guerre,” *“ Inscriptions sur la Grande Livre”’— all of these were to
be acceptable substitutes for numéraire up to one-half of the
sales price? The Government agreed in February, 1797 to
accept the papers designated above up to nineteen-twentieths in
payments due on the forced loan.®

Mollien described the conditions in 179g as follows: ““The false
money (the Assignat) was replaced by the emission of ‘pretended
values’ which could not fulfill the monetary function, because
they fluctuated in value: Cédules d’hypothique endorsed by the
purchasers of lands, most of them insolvent; drafts on the Treas-
ury without a definite maturity, the recovery of which was as
uncertain as the maturity; liens on the Rentes Fonciéres, of which
the state pretended to be proprietor, and of which it did not
know the debtors; Tiires de compensation by means of which the
rentiers, deprived of payments due from the Government, could
similatly free themselves or their friends from the payment of
taxzes.”* In 1800 a sinking fund was created to retire the diverse
certificates of indebtedness carrying neither a guarantee nor a
date of maturity that the Treasury had emitted previously with-
* out measure.®

1 F, D'Ivnerois, 0. cit,,

2 Doctiments Relatifs la Vemle des Biens Nationaus dam le Disirict de Sens, pp.
cxiv-cxviii; Documents Relalzfs & la Venie des Biens Nakionaus, Dépariement d'Ille-
¢l-Vilain, pp. xexvii-xowviil,

"8_J. Deb. et Déc., Vol, XCII, p. 348.-

4 Molhen, ob. ml VoI I,p. 13
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The chaotic condition of the public finances persisted for sey-
eral years. Barbé-Marbois presented a noteworthy paper in be-
half of the Directory on December zo0, 1796, which summarized
the facts as to the receipts and expenses for the year IV (Septem-
ber, 1795 to September, 1796). The Treasury expended 3.5 bil-
lions in Assignats, 152 millions in Mandats, and but 5 millions in
numéraire for subsistence. In addition to the customary paper
money receipts, Marbois enumerated paper “au cours,” receipts
from the sales of silver, tangible wealth (furnishings and the like),
jewels (15 millions), seizures (20 millions), foreign contributions
(the estimate of 240 millions seems grossly exaggerated), sales of
commodities and merchandise (6o millions), and requisitions.
These figures were supposedly for metallic receipts. The Treas-
ury presented the semblance of a budget for the year V (1796—97%),
Three months before the end of that year, it announced receipts
of 422 millions, almost wholly made up of taxes, and expenditures
of 842 millions. The difficulty of procuring appreciable revenues
was aggravated by the scarcity of the precious metals.?

Perhaps the most spectacular incident in the history of the
paper money was the unprincipled manner in which the Govern-
ment conspired to destroy it. The Government had, it will be
remembered, peremptorily revised its contracts with the pur-
chasers of lands in July 1796, and had demanded the last quarter
due on the lands “au cours”. Handicapped by the lack of numé-
raire, the authorities hoped that the Mandats remaining in circu-
lation would soon be exhausted by tax and land payments “au
cours”. The speculators thought otherwise. The remarkable rise
in the Mandat from 2 to 7 per cent that occurred in September,
and that Falkner attributes to the stationary circulation, was
brought about by the activities of the speculators.® This rise was
a cause of justified consternation on the part of the Government
because it feared that the result would be that the Mandats would
remain in circulation for a long period of time. Debtors would be
enabled to meet their obligations with a relatively small number

! Mollein, op. cét,, Vol I, p. 217.

2 7. Déb. ol Déc., Vol XCVI, pp. 478-483. ’

3 The various memoirs on the Dijon affair referred to below, give the detmled
history of the period; also Aulard’s Pohce reports are valuable, '
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of Mandats, and the resumption of metallic payments anxiously
awaited by the Treasury, would be indefinitely postponed.!

At this juncture (Octobet, 1796) Dijon and Co. entered into a
contract with the Treasury which stipulated (z) that Dijon and
Co. were to advance to the Government 2.5 millions in écus
(silver) without interest; (2) that the Treasury was to provide
Dijon and Co. with 0o millions in Mandats, which that organiza-
tion was to throw on the market to reduce the value of the Mandat
steadily, but imperceptibly; and finally (3) that Dijon and Co.
were to collect these Mandats from public depositories, and were
to pay the Government 1 per cent of the face value of the Mandats
thus received. The plan worked well, and the Mandat gradually
began to depreciate.®

These shameful negotiations of the Government for the destruc-
tion of its paper money — not to mention the right delegated to
Dijon and Co. to reissue annulled Mandats — soon became public.
The press bestowed a plentiful shower of invectives on the Govern-
ment. The Government in turnattempted tosaveitselfby censuring
Dijon and Co. for alleged violations of contracts and subterfuge’

It was so ignorant of its position that Dijon and Co. were able
to appropriate 6oo millions of Mandats in the possession of the
Treasury in 40 departments, despite the fact that the Govern-
ment did not believe that it possessed even 25 per cent of that
amount. (A revision of the contract had conceded to Dijon and
Co. the privilege of collecting all the Mandats in 40 departments.)
The former confederates of the Treasury were later able to prove
that the Treasury had put no limitations on the amount of Man-~
dats to be obtained from these 40 departments’ In issuing an
order for the virtual demonetisation of the Mandats in February,
1797, the Government repudiated its contract, demanded pay-
ment for the first zoo millions of Mandats at 274 per cent of their
face value, and also claimed additional damages.* We need only

! Dijon et Cle., Mémoire sur le Troité, pp. 1-4,

2 Thid., pp. 6—13

® J. Déh. ¢ Déc., Vol. XCV, pp. 430-447; Monitsur, Vol. XXVITI, p. 700.

"4 H N, M. Duveyner, Résumé du Cause pour lu Compagnie Dijon, pp. 33-30

s * Dijon ot Cie., Raflévions des Ciloyens, Dp. 47~55.
8 Ibig.
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observe that the Government lost its suit to recover for these
alleged peculations.

The Assignat depreciated rapidly, and gold and silver failed to
appear quickly, The country, therefore, suffered from a serious
deficiency of monetary supplies. Industry was hampered by falling
prices and inadequate monetary supplies! But the Government
in particular suffered. The lack of circulating media aggravated
the difficulties of obtaining revenues. In meeting its expenditures,
the Treasury introduced a confusing variety of paper payments,
and even resorted to acts of bankruptcy. A loss of effectiveness in
military operations, as well as in the internal policies of the Gov-
ernment, resulted. The deficiencies of revenue were not wholly
due to the scarcity of money; no doubt the continued weak ad-
ministration in the collection of taxes was not a negligible factor.?

L C. Schmidt, Essnie de Statistique Indusirielle en V' An V, Commission de Recherche,
1908, See especially, pp. 146-147 for comments on the low prices of 1796-97. But

the entire document reflects the effects of the Revolution and of falling prices and
inadequate monetary supplies.

2 See G. Subercaseaux, 04. cil., pp. 312—314, for a discussion of the favoring con-
ditions necessary for a return to normal monetary conditions,



CHAPTER X

FOREIGN EXCHANGES

4

1. EXPLANATIONS OF THE DEPRECIATION OF THE EXCHANGES

THE depreciation of the foreign exchanges was due partly to the
emissions of Assignats. As the paper money depreciated at home,
the exchanges, which represented the foreigner’s estimation of the
value of the Assignat — expressed in relation to the value of the
gold or silver in the foreigner’s monetary standard — fell. The
internal and the external value of the livre, however, did not always
move closely together, nor did the fluctuations in the external
value necessarily follow those in the internal value. The ex-
changes were influenced by independent factors, which had little
or no repercussion on the internal value of the paper money.!
Nogaro says that the external value of the Assignat was approxi-
mately equivalent to the internal value because the gold market
remained active in France during the paper money regime; for the
price of foreign exchange was but the price of obtaining gold.? But
there was a gold market during only part of the Revolution, and
the prices of gold and silver, subject to independent forces,
diverged widely from the prices of the exchanges and in varying
directions. Consider, for example, the demonetisation of gold and
the rigorous penalties for exportation during the Terror. More-

1 Thus Ricardo conceded that a bounty to foreigners would depress the external
value of the currency below the internal. Zetters o Malthus (VII),

A. Hahn says that internal prices are affected by the demand for exchange for
purposes other than the purchase of commodities. (Geld und Kredit, pp. 13-14.)
But the adjustment of the internal price level may require a long period of time; and
before it is consummated other disturbances may arise.

Von Mises takes an extreme position. As the exchanges depreciate, dispensable
imports are given up or fall in price and dispensable goods are exported. An unfa-

* vorable balance of payments does not explain the divergence between the internal
and external value of a depreciated currency. The exportation and importation of
commodities are profitable only because of price differences. L. Mises, 0p. cil., pp.
1314 . ‘

2 B. Nogaro, La Monnaie, pp. 190191,

, 3235
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over, Nogaro’s contention is based on the assumption that the
prices of gold and silver were a reliable index of the internal value
of the paper money.

As the exchanges depreciated, contemporaries attempted to
account for the depreciation. A few attributed it to changes in the
internal value of the paper money.! The Government has issued
too much money, and its value has fallen in terms of commodities
and silver, said Mosneron; and since the foreign exchanges merely
enable us to exchange our money for the money of ‘the foreigner,
our exchanges are depreciated correspondingly.? Boislandry con-
cluded that excessive issues of paper money had caused the initial
depreciation of the exchanges.® Because the new issues had re-
sulted in depreciated exchanges, Solignac proposed to change the
mint ratio so as to encourage the importation of silver.* A speaker
before the Society of 1789 predicted that the exchanges would
depreciate as more Assignats were issued.’

Speculation was responsible for the depreciation, in the opinion
of a notable minority of the contemporaries.® Claviére was the
most pronounced adherent to this position. Without much effort,
he said, our enemies can flood the market with French exchange.”
He dismissed the notion that the depreciation might have been
caused by a change in the balance of accounts; for the large favor-
able balance of the pre-Revolutionary days could not have dis-
appeared as a result of the extraordinary export of “rentes” and
of capital, and of the unusual importations of wheat; hence the
depreciation was caused by the speculative activities of the
bankers. In a letter to the Legislature, written in December,
1791, he explained that 'the speculators found in academic books

1 C. Gomel (Histoire Financiére de lo Législative et de lo Comvention, Vol. II,
p. 213), and M. Lefdbvre (Application du Moximum Général dans le Disiricl de
Bergues, Commission de Recherche, 1913, p. 421) express similar views today.

% Arch. Parl., Vol. XL, pp. 497-498.

3 F. L. Boislandry, Obserogiions sur les Dangers du Papier-Monnaie, p. 3.

4 M. F. Solignac, Observations de M. Mirabeas Relativement & P Essai sur la Pro-
portien, p. T1. ' ,

& Assignats. Discorwrs Prononcé le 3 Septembre 1790 d la Sociélé de 1789, pp. g~11.

% Blanc and Jawrés have put much emphasis on this particuler explanation.
1. Blanc, Histoire de La Révolution, Vol. 11, p. 6293 J. Jaurds, Histoire Socialiste dela

Révolution, Vol. IIT, p. 315. '
? E. Clavitre, De la Confuration conire les Finances, pp. 1e~16.
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reasons for expecting the depreciation of the exchanges, and de-
preciation naturally followed the often repeated predictions of
depreciation. In his opinion hundreds of bills not based on com-
mercial transactions were the subject of speculative activities,
Clavitre also made the point that although ‘the low exchanges
encouraged exports, the increase of exports was limited by the
powers of consumption of the French: the French exported only
to pay for imports.!

Cambon, also, supported the contention that the speculators
were responsible for the depreciation of the exchanges. He con-
tributed to the popularization of a myth that Pitt had disbursed
five millions sterling for the manipulation of the French ex-
changes.? Fabre reasoned in a similar manner? In the course of
the denunciation of the East India Company in 1793, Fabre as-
serted that one of its objects was to reduce the value of the livre
abroad.*

To explain the depreciation by changes in the balance of ac-
counts was to offer the most obvious and, perhaps, the most
specious interpretation; it was the most usual one, certainly.’ As
early as 1789 Talleyrand explained the depreciation of the ex-
changes by the exportation of capital.? The Count of Custine re-
ferred to the last war and commented on the many bills drawn by
the army on the Treasury.” The payment of interest on the Rentes
Viageres (largely held by foreigners) and the sale of French secu-
rities by foreigners, attracted the attention of D’Allarde.f Ber-
gasse pointed to the lack of faith of foreigners that led to the
withdrawal of profits made in France.? The increased indebted-

1 Arch. Parl., Vol, XXXV, pp. 495-496.

2 1bid,, Vol. LXI, DD- 443—444; Mondteur, Vol. XVII, p. 1o1.

3 M omtemr, Vol. XVII, pp. 355—357; also A. Mathlez, La Révolution el les Blran-
gers P 148.

’ 4 A. Mathiez, Procés de Corruption sous la Terreur. L' 4 ffaire de Ia Compagnie des

Indes, p. 96,

& éee H, Illig (Das Geldwesen Frankreichs, pp. 71, 77~78) for a recent explanation
along these lines,

8 Choix de Rapporis, Vol. I, p. 427.

-7 Custine, Réflexions sur la Proposition du Premier Ministre des Finances, pp.
14~16.

8 M. D’Allarde, Motion sur un Nouveou Régime de Finances, p. 29.

9 M. Bergasse, Letire d ses Commelanis, p. 44
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ness caused by the excessive and costly purchases of metals
abroad by the Government occurred to a few as the salient point.!
Lavoisier attributed the depreciation of the exchanges to the
withdrawal of the income earned in France by the absentees and
to the repayment of loans to foreigners.? In order to improve the
position of the livre abroad, Montesquiou and Condorcet hoth
favored a foreign loan.! Deslandres, in 1792, opposed a tax on 'the
profits of companies because he feared that such taxes would lead
to a heavy withdrawal of capital and, hence, to a depreciation of
the exchanges.* In his opinion the depreciation was caused by
the recent investments of French bankers abroad in behalf of the
Emigrés, and in their own behalf.?

Condorcet contributed an able analysis: “But in a foreign coun-
try the value of our metals compared to the Assigpats can be
greater than it is in France. It suffices that the difficulty of ex-
porting bullion or of procuring money to be melted, keeps these
three values, naturally equal, from attaining their levels. This
difference can and ought to be reflected in the price of the ex-
changes, of which the depreciation ought not to be attributed
alone to the disadvantage of the balance of commerce, nor to
other causes which act in the same manner, as, for example, the
exportation of the income of the Emigrés, the reimbursements to

foreigners, or sales of our investments, or investments abroad, or
purchases of bills of exchange.”®

2. Caprrar, MOVEMENTS

Foreigners had little faith in the ultimate success of the Revo-
lution; and moved by the insecurity, they withdrew large invest-
ments in France” French investments were thrown on the mar-
kets, and Frenchmen invested abroad. Moreover the harsh treat-

“ 1 Montesquiou (P, V., Vol. LV, Motion of May 17, 1791), and “First Report of
Commtteeanoney” (P V., Vol. XXXVIII).
2 M. Lavolsier, De P Etat des Finances, pp. 65-66.
8 M, Montesquiou, Letire ¢ M. Clavidre, PP o-10.
" 4 G. Deslandres, Dy Crédit Publzc, DPD. xxii-xxiv.
® Ibid,, pp. 84-85.
M. J+ Condorcet, De Iz Disette du Numéraire, Oeuvres, Vol. 1J, pp. 535~536.

7 An examination of J' P, Brissot’s Point de Banqumulerevenls that forexgners
began ta lose confidence in France as early as 1787.
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ment meted out to the Emigrés also encouraged the exportation
of French capital. The vanguard of Emigrés took much cash with
them, and they also converted their French possessions into for-
eign funds. The discriminatory legislation that became particu-
larly obnoxious in the latter half of 1791, drove them out of the
country in large numbers.! Discussions of sequestrations and, fi-
nally, the decision of February, 1792 to sequester the possessions of
the Emigrés, forced them to employ every possible method of con-
verting their wealth and income into foreign funds2 The rapid
depreciation of the exchanges in the latter half of 1791 — a more
rapid depreciation of the external than of the internal value of the
paper money — is explained largely by the heavy exportations of
capital.

How did the Emigrés get their funds out of the country? Many
of them collected as much gold as possible, which they carried out
of the country. Convictions of Emigrés and their accomplices for
smuggling numéraire out of the country were frequent® Many of
the two hundred thousand or more Emigrés maintained relations
through foreign banking houses (in London in particular) with

‘banks in Paris, which remitted funds to them through their for-
eign correspondents As Mathiez has pointed out, most of the
French banking houses were of foreign origin. During the Terror
repeated exposures were made of illegal methods of transmitting
funds abroad. The Government decreed a death penalty for all
who attempted to invest their capital abroad.® Frequently, how-
ever, the French who migrated retained their investments in
French industries.® ‘

The French Government attempted to discourage the exporta-
tions of capital in every conceivable manner. As late as April,

1 See Recueil des Lois et Arréts concernand les Emigrés.

? The Government passed a decree in March, 179 to the effect that all who were
convicted of giving the Emigrés pecuniary aid were to be treated as their accom-
plices. (Lois des Emigrés, pp. 112-113.)

S Histoire du Tribunal Rhahtlwmam, Yol. I, p- 267; Vob. IV, pp. 331, 343; also
C. P 8., Vol, XVT, p. 3or.

Cmespaﬂdanca Originale des Ermgrl.v Vol 1, pp- 9—10, H. Forneron, Histoire
Générale des Emigrés, Vol. I, p. 244, . ’

5 H, Forneron, ep. cit., p. 133

% See C. Schmidt, Un Projet de Natmwhsahtm des Mines d’Anzm, Commission
de Recherche, 1910, ‘
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1794, for example, a decree was voted “that no wife or daughter of
an emigrant shall be able to marry a foreigner, or leave the terri-
tory of France, or sell her possessions™.!

The Government was aware of the influence of capital move-
ments on the exchanges. Attempts were made to borrow abroad
in order to improve the position of the Assignat abroad.? The
Treasury demanded an early repayment of the American loans for
a similar reason, From 17¢o to January, 179 the American Gov-
ernment repaid 24.5 of the 31.1 million livres of debt outstanding.
Amelot has given us a full report of these payments (effected
through banking houses in Amsterdam and Antwerp), and I be-
lieve that report, reprinted in the Parliamentary Archives, is the
only record of the details of the repayment.? It is noteworthy
that in December, 1791, when the French exchanges in America
were depreciated but 13 per cent, they were depreciated approxi-
mately 35 per cent in Bile, Hamburg and London.* Perhaps that
is an indication of the influence of the confidence of the American
people in the Revolution, as well as of the favorable change in the
balance of accounts, resulting from the repayment of these debts.

3. ForeieN TrADE

The prohibition of the exportation of grains announced in Sep-
tember 7, 1788, was continued during the Revolution? In the
course of the Revolution the embargo was extended to many other
products; in the early months of 1792 to barley, hay, corn, vege-
tables, wool, skins, hemp, and cotton; and in May, 1493, iron,
copper and lead were added.® In the maximum period practically
all the exports that had not hitherto been prohibited were added
to the non-exportable list.” The Government instituted a thor-

1 J. Déb. e Déc., Vol, LVIII, p. 61.

3 See Cambridge Modern Hislory, Vol. II, pp. 296~297.

8 Arch. Patl., Vol XLIII, p. yo7; E. Pariset, Journal de Gouvernenr Morris, pp.
78179, .

4 ¥. J. Turner, Correspondence of French Ministers r791~97, Vol. II, p. 88,

® Arch, Parl,, Vol. I, p. 358. '

, 8 P.V.Ag.et Com., Vol. I, p. 665; Rapporis des A genis du Minisive de P Intérietir,

p. 86; Recueil, Commerce, pp. 116, 149-150. .

T Recueil, Commerce, pp. 155-156, 162; Arch. Parl,, Vol. LXX, pp. 427-428.
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ough system of control of exports: Americans, for example, who
brought precious cargos of food products had to obtain a special
dispensation in order to take out a cargo of luxuries! Local gov-
ernments often took the initiative in prohibiting the exportation
of the few commodities that might still be exported legally.? But
the hopes of the Committee of Public Safety to abolish export
trade were frustrated; exports were indispensable as a means of
paying for the necessary imports. After March, 1794 the Govern-
ment allowed the export of all superfluous products. Johannot,
in an important report submitted in January, 1795, emphasized
the necessity of renewing normal trade relations with foreign
countries.?

A reform of the tariff system was also attempted; in March,
1791, a thoroughly revised tariff with reasonably low rates was
made effective. But as the Assignat depreciated, the tariff lost its
effectiveness. In March, 1793 the Government prohibited the im-
portation of velvets, cotton and woolen goods and hats from all
countries, as well as all manufactured products from hostile coun-
tries.! On the other hand, in May, 1793, it removed the tariff on
certain necessities: butter, lard, salted beef, arms, munitions and
copper® An effective maximum rendered the continued importa-
tion on private account of controlled commodities impossible, both
because foreigners could not afford to sell at maximum prices and
because products imported were subject to requisitions at maxi-
mum prices. The only alternative — as will be evident from a
later section—was for the Government to import on its own behalf,
directly or indirectly. In October, 1794 the Government renounced
its right to requisition importations of raw materials,® and in No-
vember a similar ruling was made for all imports.” The duties on
several necessities were reduced to one-tenth of the 1791 rate®

.(The duties had been of little practical importance since 1793 be-

"1 ¢, P. 8., Vol. IX, pp. 6oo-6or; see section VI of this chapter.
% Ibid., p. 326,

3 Recueil, Commerce, p. 237.

4 Ibid., pp. 4548,

5 P, V. Ag. et Com., Yol. IV, pp. 83-85.

& Recueil, Industrie, p. 304. ,

T Recueil, Commerce, D. 225,

8 Ibid., p. 2364
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cause of the depreciation.) Also, proprietors of funds abroad were
allowed to use them to pay for essential imports.!

Necker estimated that the pre-Revolutionary imports were 230
millions, and the exports 300 millions, a favorable balance of 7o
millions.? (Arnould put the favorable balance at 56 millions.?) In
payment for this excess of 7o millions, Necker estimated that
France received 45 millions in bullion, and that but 18 millions
of the exports were necessary to pay for insurance, subsidies,
shipping, reimbursements of capital, and the like.

Depreciation stimulated exports; for-the external value of the
currency fell more than the internal value. Exports and imports
in 1792 increased to 240 and 210 per cent (respectively) of the pre-
Revolutionary figures. The increase in foreign trade was more
rapid than the increase in the price level.* Exports would no doubt
have increased in a more spectacular manner but for the many
prohibitions and the economic disorganization. The increase in
imports was due to the increased demand for foreign subsistence
and raw materials.

The year 1793, with war on every frontier, with the normal eco-
nomic processes dangerously impaired, and with the system of
maximum prices making the continuance of exports of controlled
commodities at maximum prices suicidal for the country and the
continuance of imports unprofitable to individuals, brought a veri-
table collapse of foreign trade. According to Peuchet’s figures
(based on a semi-official report), imports fell in 1793 to 100 per
cent, and exportsto 1zoper cent of the pre-Revolutionary figures.®
Of course, in quantities there was a material decline after 1488.
During the second half of 1793 there was undoubtedly a more
marked drop in exports, for the maximum system was more detri-
mental to the export than to the import trade. Peuchet’s figures
for tonnage movements in foreign trade are even more significant:

L Rectieil, Commerce, pp. 230-231.
? J. Necker, Treatise on the Adminisiration of the Finances of France, Vol. III, oD,
113, 133~135.
.8 M. Amould, Dela Balance du Commerce, Vol. I, p. 63. He estimated the exports
for payments for invisible items as but 278 millions for the 43 yea.rs before thﬂ Revo-
: lutlon Ibid., Vol I, pp. 167-168. P
M amieur, Vol. XIX, pp. 163~164.
§ M. J. Peuchet, Statisiique Elémentairs de lo Fram, p. 483.
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the tonnage for 1789, 1792, and 1793 was 2.01, 1.44 and o.40 mil-
lion tons respectively.!

The scarcity of many necessities, wheat in particular, made the
continuance of imports necessary for the success of the Revolu-
tion. Throughout the Revolution the Government supplemented
privatepurchasesabroad withofficial purchases. Every conceivable
method of payment was used, since exports were virtually discon-
tinued during the maximum period; the payment for imports was
a troublesome problem. Purchases of food abroad continued to
affect the exchanges adversely. An additional demand for a few
millions of foreign bills each month for the payment of necessary
supplies was not a negligible factor on the exchange market? (An
increase of a relatively small proportion of the total debit items
for the year was likely to cause a material depression of the ex-
changes, because additional French exchange was not required.)

4. CONTROL OF THE GOLD AND SILVER MARKET

A debtor purchases a bill of exchange as a substitute for the
actual shipment of gold to a foreign country; the transference of a
draft of £roo sterling is equivalent to the shipment of £100 ster-
ling of gold. At a relatively early period of the Revolution the
Government prohibited the exportation of gold and silver bullion
and of metallic money? Because this prohibition made the ship-
ment of gold and silver abroad more difficult (and hence more ex-
pensive), a further depreciation of the exchanges was the result.
The internal value of gold and silver was depressed, but the value
of foreign bills was increased. A depression of the internal value of
gold and silver resulted (r) becausemore gold and silver were made
available (as a result of the ban on exportations) for domestic pur-
poses, and (2) because the legislation aiming at the suppression of
the internal circulation of gold and silver, made the available sup-
1 Quoted by E. Levasseur (Histoirs du Commerce de la France, Vol. I, p, 18),

- 2 Duhois-Crancé, who was closely conversant with conditions, estimated that
obligations in excess of a milliard had heen incurred in the purchase of subsistence

" abroad. T. Jung, Dubois-Crancé, Vol. IL, p. 217; Pancoucke estimated the unsettled
obligations in August, 1795 at 3o milliong in numéraire (Nouvesn M émoire, pp. 41~

8 Recusil, Monnaie, p: 125,
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plies rather excessive. In one respect the prohibitory legislation
was favorable; more gold and silver were put at the disposal of the
Government for foreign remittances — the ban was effective for
individuals only — and, therefore, the pressure on the exchanges
was reduced. The remittance abroad by shipments of gold and
silver constituted a method of pegging the exchanges.

The large purchases of metals abroad in the early years of the
Revolution, both for the purpose of obtaining a circulating me-
dium and for the purpose of hoarding a means of payment accept-
able abroad, certainly contributed to the depreciation of the As-
signats, internally and externally. They required costly outlays
of Assignats,and hence led to internal,and, asa result, to external
depreciation. Moreover, the pressure on the foreign exchange
markets increased, and thus these purchases operating through
changes in the balance of accounts, contributed to the decline of
the exchanges.! The Caisse d’Escompte in a period of four months
purchased 4o million livres of numéraire abroad.? The Govern-
ment coined go million livres of gold and silver from January, 1791
to September, 17922 With war impending early in 1792, the
Treasury purchased large supplies of specie in Holland at an ap-
preciable premium. In 1793 and 1794, when gold and silver were
demonetised and when it became a misdemeanor to retain poages-
sion of them, the Government repaid an appreciable proportion of
its foreign indebtedness by the exportation of the precious metals
previously purchased at home and abroad. Not only precious
metals, but also jewels, diamonds, and other possessions of the
Emigrés were similarly employed. In the spring of 1795 the
private exportation of gold and silver was permitted once more.
The gold policy of the Government proved lucrative in the later

! Sir F. Baring (Observations on the Establishment of the Bank of England, pp. 29~
31?1) comments on the importation of gold and silver by the French Government at
this time.

2 p, V., Vol. XX, “Report of May 29, 1790 on the Caisse.” M. Marion (Histoire
Financiére, Vol. II, p. 375) says that from July, 1791 to April, 1793, 414 millions were
disbursed by the Government for the purchase of 198 millions of metals abroad;
M. J. Peuchet (op. cib., p. 473) estimates that 120 millions were consumed in the pur-
chase of metals in the years II and III (September, 1793-September, 1795).

'8 Arch, Parl,, Vol, LIX, p. 200.
4 7. Déb. ¢t Déc., Vol. LVIL, pp. 197~199.
8 P. V. 4g. e Com., Vol. IV, DD. 736~737.
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years, for gold purchased at relatively favorable terms in the early
years of the Revolution was exported profitably later; profiting
from the demonetisation, the Government was able to obtain gold
and silver in France at a cheap price.

5. EXCHANGE CONTROL

The preceding section was concerned with one aspect of ex-
change control; namely, the control of gold movements. In this
section I consider the attempts to control and manipulate foreign
exchange markets in a more direct manner. Faced with the neces-
sity of obtaining some means of payment for the indispensable
imports, the Government seized the papers of all Parisian bankers
in September, 17¢93. Within a few days, however, the Govern-
ment repudiated this severe policy.! The results had evidently
been disastrous. Then followed a sequestration of all foreign
property in France.?

Cambon in December, 1793 dwelt upon the need of gold and
silver for payments abroad.? However, the Treasury did not rely
exclusively on its holdings of gold and silver. The banks through-
out the Terror were forced to put at the disposal of the Govern-
ment all foreign credits available. One coterie of bankers agreed
to provide the Treasury with foreign credits of 6o million livres.t
Goweér, the former British Ambassador, evidently relying upon his

"spy system, said that the Government was able to pay for indis-
pensable supplies by requisitioning 434 millions of livres daily in
gold and foreign bills® Attempts to requisition supplies (wines in
particular) were also made for the purpose of paying for imports.
The Committee of Public Safety discussed in February, 1794 the
terms of payment for all foreign credits appropriated by the
Treasury.®

The Committee of Public Safety, concerned over the deprecia-

} ¢, P. 8., Vol.VI, pp. 352—353; P. Caron, Paris pendantla Terrenr,Vol. I, p. 104,

¥ Moniteur, Vol. XVIIL, pp. 13-14.

8 Ibid., p. 566.

4 See A. Mathiez, “Encore le Banquier Percégaux,” Annales Révolutionnaires,
Vol. XII, pp. 239-240; O. Browning, 0. cit., p. 358; J.Déb. & Déc,, Vol. LV, p, 202,

5 0. Browning, 0p. cit., pp. 358, 360.
'8 ¢, P. 8., Vol. X1, p. 247.
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tion and fluctuation of the exchanges, decided that, since fluctua-
tions were subversive of the morals of the people, the Treasury
should set the daily course of the exchanges.! This measure, taken
early in 1794, was an attempt to manipulate the exchanges and to
chéat the owners of foreign bills. At the end of February the
Government ordered the preparation of a list of all credits avail-
able in France on hostile countries, and also the utilization of
diamonds, “mobilier,” and the like in payment for the imported
commodities.? To encourage the importation of necessities, the
Government in July gave importers permission to pay for com-
modities imported from warring countries at one-third above the
pre-Revolutionary par of exchange.® (Evidently control had been
pushed vigorously.) I cannot say whether Cambon’s announce-
ment in October, 1794 of & payment of thirty millions on govern-
ment indebtedness (largely to Swiss speculators) was an untruth,
or whether the measure was taken to instill some confidence among
foreigners in the Assignat.* An attempt to lift the sequestration
of foreign possessions was unsuccessful in November, 1794 in spite
of the support of Johannot, Cambon, and three of the most power-
ful committees of the Convention.® But early in January, 1795,
the sequestration was lifted, and the Secret Committee of Six, in-
-~ stalled to examine the correspondence with foreigners, was sup-
pressed in February, 1795.%

The rapid depreciation of the exchanges in 1795 embarrassed
the Government, and it reintroduced rigid control. The authorities
frowned upon a growing practice of selling foreign bills that were
certain to be protested, with the intention of earning the differ-
ence between the value of the Assignat on the day of the sale of
the bill and on the day of repayment.” To discourage specula-
tion in bills, the Government made the presentation of bills obliga-
tory within three days of the date of maturity.! In October, 1795

1¢ PS5, Vol XT,pp. 56. -
2 7. Déb. & Déc., Vol. LVII, pp. 187188, 197-109.
8 Ibid., Vol, LXT, pp. 292-203.
4 Ibid., Vol. LXII, pp. 7-12.
. 5 1bid., Vol. LXV, pp. y00-701.
. 8¢.P. 8., Vol. XX, pp. 237-238.
1 Moniteur, Vol. XX VI, pp. 245~-246.

B Receuidl, Commerce, pp. 256-257.
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the authorities ordered the Committees of Public Safety and Fi-
nances to appoint a committee which was to calculate and publish
the course of exchange.! The Government, to prevent speculation
in bills of exchange, introduced several regulatory measures.? In
the same month (October) the authorities prohibited dealings in
futures on the exchange market? Sieveking of Hamburg, in a
communication to the Moniteur, remarked that dealers in Ham-
burg were prepared to sell bills on Paris of a maturity of a few
months at 25 per cent below the current rate for demand bills.4

6. ConTrOL OF TRADE

This section reveals in detail the minute control of foreign trade
— and, perhaps, nationalization — undertaken by the Govern-
ment, or more definitely, the Committee of Public Safety. A
sample of these regulations is enlightening. Faced with the neces-
sity of continuing to import certain necessities and of obtaining a
means of payment for these imports, the Government assumed
complete control of the export and import trade. Unless otherwise
designated, the rulings are taken from the documents pertain-
ing to the Committee of Public Safety (C. P.S.) compiled by -
Aulard.

August 29, 1793. The C. P S. allows the Department of Céte
d’Or 300,000 livres in numéraire for the purchase of horses in
Switzerland at a maximum of oolivres. The Committee bemoans
the fact that foreigners accept only numéraire (VI, 192).

Oclober 6, 1793. The War Department demands wheat and rice
for 600,000 men for a period of 4 months; one-half is to be pro-
cured in Dantzig, Hamburg, and other places in the North; and
the other half is to be procured in Sicily, Genoa, and other cities
of Ttaly. The Minister of Interior has ordered 5,000,000 quintals
of wheat from Italy; the Citizen Delamorre is commissioned to
purchase wheat in Copenhagen up to a value of 100,000,000 livres
in Assignats; the Citizen Abbema is to purcha.se .wheat up to a

' LJ. D&. et Déc,, Vol. LXXVI, p. 294.

2 Recuzil, Cammcrce, PP. 2§7-263.-

3 J. Déb. et Déc., Vol. LXXVI, pp. 423—430
4 Monitenr, Vol. XXV]I, P- 234
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value of 12,000,000 livres in Assignats from Northern ports; and
an agent is dispatched to America to hasten the shipment of grain
and flour contracted for in June. The Minister of Interior is in
communication with a Prussian business man associated with a
house in Paris, who is to import wheat from Poland. As soon as
the ports of the Mediterranean are open, 40,000 quintals in Genoa
will be available. Public contractors have agreed to provide the
Government with 220,000 quintals of grain from the Archipelago
and the Levant. The Committee awaits 10,000 barrels of flour,
50,000 quintals of wheat, and 25,000 quintals of rye from Desjar-
dins, its agent in America. It generously agrees to accept 4 times
the quantity contracted for (VII, 249-251).

October 8, 1793. Although the Army of Italy has had a credit
established with the House of Tue at Genoa for the purchase of
grains, wool, lead, and shirts, it seeks additional foreign exchange
credits (VII, 317~318).

October 25, 1793. 'The C. P. S. reports the exhaustion of the
supplies of live stock, but plans to import additional supplies from
Switzerland and the interior of Germany. The Committee an-
nounces that the violation of the maximum is justified in the pur-
chase of foreign supplies. The Compagnie Croze receives an ad-
vance of 500,000 livres for foreign purchases (VIIL, g6).

November 15, 1793. The Committee agrees to pay for Ameri-
can products (potash, tobacco, oil, sugar, indigo, and the like) al-
ready shipped to Havre in gold and silver up to 6 million livres;
it decides on the payment in metals to avert further depreciation
of the exchanges (VIII, 42g-430).

November 16,1793. Fearing a famine in the South, the Govern-
ment dispatches a few agents to the United States (VIII, 470-
472).

November 17, 1793. Five millions in metals or foreign ex-
changes are put at the disposal of the War Department for the
purchase of horses in Switzerland (VIIL, 520).

November 18, 1793. The C. P. S. reaffirms that the Govern-
ment does not require foreign imports; the country can obtam
sufficient supplies from the soil (VIII, 540-541).

November 25,1793, The Treasury is granted permission to pay
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bills drawn by agents of the Republic in Leghorn, Lisbon, Genoa,
etc. (VIIL, 689).

November 30, 1793. No mercha.ndlse can go out of the country
without the explicit order of the Conseil Exécutif Provisoire, and
the approval of the Committee of Public Safety (IX, p. 61).

December 13, 1793. The American ship Lawrence is seized; the
Conseil Exécutif Provisoire orders the confiscation of the neces-
sities in its cargo, which are to be paid for at their prices at the
port of destination (IX, 370-371).

December 14, 1793. 'The C. P. S. orders the purchase of 40,000
guns at 30 livres each, to be paid for in gold silver, foreign credits,
or commodities (XX, 390~391).

December 16, 1793. The offer of a citizen of Switzerland to
furnish the Government with 500,000 quintals of grains for the
provisioning of the army is approved (IX, 435-436).

December 17, 1793. 'The Committee orders the Treasury to re-
mit 800,000 marcs d’argent de banque at their present quotation to
Chapeau-Rouge, a business man of Hamburg, in payment for the
iron, hemp, masts, and wheat ordered by the Minister of Marines
(IX, 460).

Preparations are made for the departure of Fauchet, He has 3
millions in gold in his possession for the purpose of purchasing
grains (IX, 476).

The Committee orders the Minister of Foreign Affairs to buy
as much powder as possible in Switzerland by the use of com-
mercial or diplomatic methods (IX, 514).

December 23, 1793. The Conseil Exécutif Provisoire allows
“pommade, poudre d’odeur, eau de senteur et rouge” to be ex-
ported to Basle (IX, 621).

February 4,1794. The second 500,000 livres (metallic) are put
at the disposal of Pourtalés for the payment of grains and guns to
be purchased in Switzerland (X, 676).

February 5,1794. The C. P, S. orders the Treasury to pay 300,
ooo livres in Swiss Exchange and 100,000 livres in bills on Ham-
burg, to be charged to the account of the Minister of Foreign
Affairs with the Treasury (X, yo7~708)..

February 8, 1794. The Committee orders the former Compa.ny
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of Africa to renew relations with the Levant, Barbary States, and
Turkey in order to buy grains and other necessities for the Com-
mittee of Subsistence (X, 77:1-773).

February 14, 1794. The Committee of Subsistence and Pro-
visioning is delegated to purchase 2200 pairs of shoes and some
copper from Switzerland, payment to be made in numéraire (XT,
143-144).

February 24, 1794. The Committee allows J. Levan to export
100,000 livres of luxuries on the condition that he import 100,000
livres of necessities. Luffert is permitted to export r million in gold
to Switzerland (XI, 360).

Permission is granted to neutral ships that bring in necessities
to take out luxuries (XI, 367).

February 28, 1794. For the assistance of purchasers from
Switzerland, Germany, and Italy, the C. P. S. orders the establish-
ment at “Saint-Louis” of an agency for the exploitation of all
methods of payment (XI, 449-450).

The Committee puts go,000 livres in numéraire at the disposal
of the Committee of Subsistence and Provisioning to be used for
the payment for cheese to be imported by Benjamin Fer (XI,
#70-470).

March 5, 1794. Oil and soap are hereafter to be put on the free
list even if they come from hostile countries (XTI, 442).

March 6, 1794. The Committee approves a contract between
business men and the Department of Gard; the syndicate of busi-
ness men is to purchase 500,000 livres worth of grain in Genoa
(X1, 572).

March 10, 1794. An American captain is permltted to leave
Bordeaux with whiskey and wine on the promise to return within
7 months with wheat, flour, coffee, sugar, and the like (XI, 631).

March 11, 1794. - The Convention approves the exportation of
superfluous products and luxuries in the future (Reoueil Com-
merce, p. 181).

March 13, 1794. The C P. 5. decrees, in order to encourage
agriculture and manufacturing and to effect payment for neces-
sities imported, the encouragement of the exportatlon of super-
abundant commodities:
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1. Bordeaux is to provide the Treasury with 20 millions in for-
eign exchange credits within a period of g months. The city is to
export sugar valued at 4 millions, 4 millions in whiskey, § millions
in coffee, 2 millions in manufactured commodities, and 2 millions
"in miscellaneous products.

2. Marseilles is to provide 15 millions by exporting 6 millions
in copper, 3 millions in sugar, 2 millions in whiskey, 3 millions in
wine, and 1 million in luxuries.

3. Nantesis to provide o millions for the Treasury by exporting
5 million livres in coffee, 3 millions in sugar, and 2 millions in wine.

4. Various miscellaneous products not necessary for the war
may be exported, but the exporter must furnish the Treasury with
two-thirds of the value of the exports in bills of exchange or neces-
sities within 8 months of the date of exportation (XI, 670~672).

The Committee accepts the offer of a coterie of business men of
Bordeaux to import 100,000 bushels of wheat at a cost of approxi-
mately 2 million livres, payment to be made in 3000 tons of mer-
chandise, one-third in whiskey, one-half in fine wines, and one-
sixth in luxuries (XI, 672—673).

March 20, 1794. The Government orders the remittance of 13
millions of numéraire to Switzerland for the purchase of provisions
(XH, 67)' '

Morch 23, 1794. The Committee designates the commodities
(luxuries) that may be exported freely, and the commodities (semi-
luxiiries) that may be exported on approval (XII, 170-171).

Morch 25, 1794. The representative with the Army of Italy
announces the disbursement of 4 millions in numéraire for the

_ provisioning of the Army of Italy (XII, 170-r71).

April 15, 1794. The Committee orders the transference of 1r
millions in gold and silver to 4 designated cities for the purchase of
meat abroad (XTI, 6oo). ‘

- April 16, 1794. The Committee of Subsistence and Provision-
ing is to select 2 firms in each of the principal cities abroad, which
are to supervise and direct the activities of the French agents in
their localities: The samé Committee s to deposit § millions with
2 bank in Hamburg and a similar amount with a bank in Genoa,
and is to economize its disbursements of metals (XII, 6x5-616).
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April 19, 1704. Five millions in numéraire at the disposal of
the Agent of the Committee of Subsistence and Provisioning in
Marseilles are to be used for the provisioning of the South (XII,
683).

April 25, 1794. The Committee dispatches 2 agents to Con-
stantinople and to the cities of the North to dispose of diamonds
valued at several millions (XIII, s0-51).

May 1, 1794. 'The C, P. S, advises the Committee of Subsist-
ence and Provisioning to keep merchants informed of the needs of
foreigners, to effect other methods of coSperation, and to avoid
needless competition (XIII, 181).

(After this day, frequent permits are given for the exportation
of luxuries. I have attempted to make note of but few of these
decrees.)

May 3, 1794. The Directory of the District of Marseilles is
ordered to remit to the government agent in Africa 580,000
piastres of bills of exchange on Tunis, Leghorn, and Constantinople
(XTI, 240).

May 19, 1794. 'The Committee entrusts Goynea.u with a mis-
sion to the United States for the purpose of forming commercial
Haisons; and also to exchange wines valued at 50,000 livres and
150,000 livres of credits (on the United States) for gra.ms of an
equal value (XTI, 715-716).

May 30, 1794. The free exportation of numéraire is to be con-
ceded to any merchant who Imports necessities as an agent of the
Government when the contract for the importations stipulates
payment in numéraire (XIV, 1g—21). .

June 14, 1794. Lubbert and Dumas of Hamburg are permitted
to purchase 112 casks of wine in France with the proviso that they
pay in bills of exchange (XIV, 317).

July 15, 1794. 'The authorities entrust the Committees of Pro-
visioning and Commerce and Public Revenues with the respon-
sibility for the exportation of merchandise of a value (metallic) of

zomillion livres which is stored in public warehouses (XV, 21—22).
© July 19, 1704. The Committee orders the transference of 4
-millions of numéraire to Bourdon at Béle for the purchase of.
horses (XV, 27g-280).
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The C. P. S. dispatches J. Combe to Boston to cobperate with
J. Swan and Schwitzer (XV, 334).

July 24, 1794. 'The Committee exempts all but the 16 largest
ports from the task of making a daily report of exports and imports
(XV, 404).

July 26, 1794. 'The Government orders the Treasury to remit
1 million livres in numéraire (one-tenth in merchandise) to the
Barbary States and the Levant for the purchase of grains (XV,
443).

August 20, 1794. The Treasury is authorized to remit (x)
300,000 to 8oo,000 mares banco to Abbemsa et Fils; (2) 60,853
livres to S. Williams and Company of the United States; (3)
850,000 livres (metallic) to its agent in Brest, and 2.6 millions to
its agent in Bordeaux, both to the credit of Swan and Schwitzer
(XVI, 234).

August 30, 1794. The Treasury is to remit a bill for 888,000
livres to Abbema at Béle (XVI, 417).

September 1, 1794. The Committee of Commerce and Provi-
sioning is to purchase sitver plate up to a maximum value of 2
million livres which is to be exported in payment for necessities
(XVL, 452-453).

Seplember 9, 1794, 'The Treasury is asked to pay Erhard, Borel
et Fréres 243,000 livres (value metallic) in Switzerland for copper
and nails imported (XVI, 6o0).

Sepiember 11, 1704. The Treasury is to pay Pierpont of New
York 132,055 livres with a bill on Hamburg for a cargo impoerted,
the commercial agent of Nantes 100,000 livres (metallic value) for
flour from America, and Higginson of the United States 332,211
livres for merchandise imported (XVI, 634-635)-

September 14, 1794. Goddard and Co. are permitted to export
metchandise of a value of 1 million livres from France; it is to be
sold abroad in behalf of the Republic (XVI, 698).

 Sepiember 15,1794, The Committee approves a contract with
Leveillard and Co. of Philadelphia for the purchase of wheat, flour,
meats, salted fish, oil, potash, etc.; payments are to be made with
bills on Hamburg (XVI, 723).

Ociober 18, 1794. The Committee orders the Treasury to s]np
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diamonds to the value of 2.2 millions to Durazzo of Genoa (XVII,
504)-

November 10, 1794. Dealers are encouraged to export wines on
the proviso that they import grains, rice, and vegetables (X VIII,
61-63).

November 17, 1794. The National Treasury is ordered to hold
15 millions in numéraire in readiness, which are to be employed
without delay in the acquisition of grains in Genoa and the Bar-
bary States (XVIII, xg7).

November 24, 1794. The District of Grenoble receives 3 mil-
lions for the purchase of subsistence abroad (XVIII, 320).

December 6, 1794. Carnot informs the representative with the
Army of the Alps and the Army of Italy that 18 million livres have
been sent to these armies: 16 millions in numéraire and 2 millions
in diamonds (XVIII, 556).

December 26, 1794. The Commune of Bayonne receives 6 mil-
lions in Assignats for the purchase of grains abroad. (Many simi-
lar bounties were given in this period.)

January 3, 1795. Requisitions of wines, whiskey, and other
superfluous products for exportation are to be continued (XIX,
238).

January 7, 1795. The Treasury is to remit ro million livres in
Assignats to Lubbert and Dumas for the purchase of grains or-
dered by the Committee of Commerce (XTX, 326).

January 10, 1795. The Treasury is to remit 1,083,314 livres to
Murray of the United States of America in payment for hemp and
iron valued at 224,496 livres metallic (XIX, 394).

January 12, 1795. Bills of exchange received by Bordeaux,
Nantes, and other cities are hereafter not to be subject to requisi-
tion.

The Committee of Provisioning is authorized to pay Clark of
Boston for part of his cargo with bills on Hamburg, and the re-
mainder in whiskey and wines (XIX, 431).

January 29, 1795, All agencies of commerce in foreign ports
are suppressed (XIX, 743—744).-

" Morch 15, 1795. 'Three million livres to the credit of the De—
partment of Gard are to be transferred to Andre, banker of Paris,
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in order that he be enabled to pay a bill drawn on him by agents
commissioned by the Department of Gard to purchase subsistence
in Genoa (XXI, 128).

May 5,1795. Garnier and Co. of Paris make an agreement with
the Commission of Provisioning to iraport in their behalf a million
quintals of wheat at 25 livres a quintal, 400,000 quintals of hay at
18 livres a quintal, and 600,000 quintals of grass at 18 livres a
quintal; they are to be paid in numéraire or in Assignats according
to the course of exchange of Paris on Bale (XXII, 688-690).

. COMPREHENSIVE ANALYSIS

The foreign exchanges depreciated early; in particular, this
holds for the London exchanges. It is worth noting (chart fol-
lows) that it is not a matter of indifference which exchange market
is considered for the year 17go—g1. Falkner's attempt to prove
that external depreciation did not precede internal depreciation is
subject to criticism on several grounds: (1) The selection of March
1790 as a base is arbitrary; (2) a generalization from the exchange
values on Amsterdam is not safe — a comparison with the Lon-
don exchanges would give a different result; (3) but most impor-
tant, if Falkner should compare the foreign exchanges with the
internal price level instead of with the price of gold and silver in
1790-91, he would find a marked lag in internal depreciation. The
second chart, which brings together the comparatively strong ex-
change quotations of Bale and the Treasury values, does not sup-
port Falkner’s contention. Exchange quotations are difficult to
procure for the Reign of Terror; fortunately, Bailleul published the
exchange quotations on Béle for that period.

The first of the charts on the exchanges extends only to the
Reign of Terror; the second carries the study on to the end of the

, Assignat period. The continuance of the war with England re-
sulted in a discontinuance of the London quotations. In the third
chart T have substituted the Treasury figures of gold and silver.
On this chart the variables are represented in multiples of their

. par values; i), a value of twenty for Bale means that the ex-
changes on Bale were at twenty times their par value, a premium
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of 1900 per cent. The difference between the premium on the
metals and on the exchanges becomes apparent early in 179, and,
with few exceptions, the divergence becomes greater! Gold and
silver became more valuable in Paris than the right to procure
gold and silver abroad, because the attempt of France to return
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to a metallic standard resulted in an abnormal demand for the
metals; and, of course, the facilities for procuring the metals were
not normal.

A perusal of the preceding charts will make it evident that until
May, 1703, the exchanges depreciated more rapidly than in pro-
portion to the increase in metallic prices. Moreover, before any
increase in the prices of commodities had occurred, the exchanges

1 The foreign exchangequotations are taken in the main from the weekly quota-
fions in the Moniteur; some supplementary quotations come from Bailleul (in pas-
ticular during the Terror).

al
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had depreciated appreciably. To obtain an idea of the greater
external depreciation of the Assignat (as compared with the in-
ternal depreciation), it is only necessary to refer to the chart in
Chapter V (page 121) in which I compare the value of the Assignat
according to the Treasury tables (prices of gold and silver), and
according to the local tables (prices of gold and silver and of com-
modities). The depreciation from 1790 to May, 1793, as evident
from the local tables, was not nearly as great as the depreciation
according to the Treasury tables. '

During the early period of the history of the Assignat, the dis-
criminatory legislation against the precious metals had not yet
become effective; hence the prices of gold and silver should give
a rough index of the prices of foreign currencies. However, even
in these early years the exchanges depreciated more rapidly than
the Assignats depreciated in terms of gold and silver. The rela-
tively high values of the local tables are explained by the failure
of commodity prices to rise as rapidly as the prices of gold and
silver. Why did the exchanges depreciate so rapidly, compara-
tively speaking? A lack of confidence among foreigners in the
ultimate success of the Revolution is to be considered, But in my
opinion, the fundamental factors that contributed to this more
extreme depreciation of the exchanges in 1790~93 were, first and
most important, the exportation of capital; second, the large pur-
chases of wheat abroad; and third, the impediments put on the
exportation of gold. Any increase in the price of foreign exchanges
caused by the third factor may in part be interpreted as a move-
ment of the gold points. If gold were available for export in large
quantities, the scarcity of devisen and, hence, the depreciation of
" the exchanges would have been in part averted.

The movement of the exchanges during the period of maximum
prices (May, 1793 to December, 1794) requires a more extended
analysis. The prices of gold and silver were depressed during this
 period as the result of a vigorous public policy, and the values of
the Assignat indicated by gold quotations remained considerably
above the values given by the Treasury tables. I attributed:
. (Chapter IV) the.comparatively low values of the Treasury tables”
to the fact that they represented exchange quotations during this
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period, and the exchanges had fallen rapidly. A comparison of the
Béle quotations and the Treasury values does not fully confirm
this conclusion, as the Béle exchanges remained above the Treas-
ury values. However, the excess of the prices of gold and silver
over the Treasury values was twice as great as the excess of the
Bale quotations over the Treasury quotations, and the exchanges
on Béle were without doubt less unfavorable to France than any
other exchanges during this period. Illig has collected the exchange
quotations in Hamburg on Paris; and they correspond closely to
the Treasury values.! Since the Treasury announced that its quo-
tations during this period were based on the price of paper which
it had to buy, it seems probable that they represented an average
of the cost of purchasing foreign bills. It is also probable that
the powerful Government was able to purchase foreign exchange
at advantageous terms.

Whereas the Assignat appreciated in terms of gold and silver,
and whereas commodity prices were reduced to a level little above
that of 1790, the livre depreciated to 22 per cent of parity during
this period, and the maximum was but 43 per cent. The exchange
market was almost completely divorced from the gold market,
What explains this disastrous external depreciation?

The miscreant who was convicted of attempting to take gold
and silver out of the country during the Terror might well pay
with his life. The risks involved made the exportation of gold and
silver a costly process. In other words, the depreciation of the ex-
changes was in part a movement of the gold points. The failure of
the exchanges on Béle to fall more rapidly was probably in part
due to the greater ease of smuggling gold into Bale. The more
effective such interference with gold exports becomes, the greater
becomes the divergence between the price of gold and the price of
foreign exchange.

Other factors, however, probably had even more weight. A
greater relative loss of confidence among foreigners resulted from
the doubtful future that France faced with wars raging both at
home and abroad. Also, ¢ attempts to mampulate the foreign

1 S. V. Falkner, Das Pajuergald der Framﬂsi.schm Rwoluhan, P 3% (Falkner
used Tllig's figures) - ‘
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exchanges and to sequester foreign credits were harmful. Since
the export trade was practically annihilated, France had to find
some other means of payment for her imports. Many ingenious
methods were devised to procure the necessary exchange, such as
the appropriation of all foreign credits, borrowing from foreign
banking houses and commercial firms, and the rationing of avail-
able supplies of foreign credits. Nevertheless, the change in the
balance of accounts caused by the decline of the export trade did
result in a decided pressure on the exchange markets. Great as the
depreciation (external) was during this period, it doubtless would
have been greater had it not been for the heroic measures enforced
by the Committee of Public Safety.! The exchanges were pegged
by the shipments of gold, silver, precious stones and superfluities,
and by borrowing abroad. The Government took complete con-
trol of the exchange market.

In 1793, for the first time, the premium on the exchanges was
less than the premium on gold and silver. (I doubt, however,
whether the premium on the exchanges was less than the increase
in internal prices for any extended period.) As the country at-
tempted to return to a metallic régime, the value of the precious
metals increased. With the stable value of the paper money fall-
ing rapidly the need for a circulating medium became so great that
foreigners soon found that they could more profitably pay French
debts by the shipment of gold — where gold could be safely taken
out of the country — than by the purchase of French exchange.
During this period the Assignat was more valuable in terms of
commodities than in terms of gold and silver. (See chart compar-
ing the local tables and the Treasury quotations in Chapter V.)
The premium on the exchanges was less than the premium on gold
and silver; but it is doubtful whether the exchange quotations
were as much above the Treasury (gold and silver) figures as the
local tables were. The decline in the internal value of the Assignat

! In the opinion of Mises, the prohibition of imports results in an increase in the
purchasing power available for other commodities, and hence prices rise and exports
decline. Hence these attempts to bring prices and exchanges dawn are unlikely to
be successful. But Mises argues on the assumption that the exchanges do not depre-
clate as prices rise, and that the distribution of commodities at home is not con-
trolled. L. Mises, 0p. cil., pp. 20-26.
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was not as great as its decline abroad; but the difference was re-
duced. The reduction in the difference may be attributed to the
speculative reactions from the maximum in the commeodity mar-
kets and the general scarcity of supplies. As I have indicated in
Chapter VI, however, the increase in the internal price level was
apparently higher in the early months of 1795 than the increase in
the price of gold and silver.

In this chapter I am concerned with the factors that influenced
the exchanges independently, and hence with an explanation of
the deviations of the external depreciation from the internal de-
preciation. The part that internal depreciation played in induc-
ing external depreciation, receives little space here. Rather,
changes in the balance of accounts and in the gold points have
been emphasised. That changes in the external depreciation often
reacted on the internal depreciation, is apparent from what goes
before. The costly purchase abroad of commodities by the Gov-
ernment absorbed large quantities of Assignats. The demand for
foreign exchange was, therefore, inelastic; and as the exchanges
depreciated, more Assignats were required. A loss of confidence
abroad was also likely to affect confidence at home.



CHAPTER XI

SUMMARY

THE Assignats were primarily a financial resource: the nominal
amounts issued, reduced to the values of 1790 by a table of depre-
ciation, were equivalent to seven years of ordinary revenues of the
pre-Revolutionary era. The Assignats were freely disbursed for
the payment of the Government’s obligations in the early years
of the Revolution; and they contributed most of the public reve-
nue during its later years. Taxation contributed a small but not
negligible proportion of the total revenues, and, it is to be empha-
sized, this proportion varied, increasing notably in 1792. Both the
value of the later issues of paper money, and the importance of tax
receipts suffered because of the depreciation. Only the system of
price control saved the country.

The maintenance of the land security unimpaired was an indis-
pensable condition for the retention of confidence in the paper
money. Regardless of the validity of the contention that the Assig-
nat and a parcel of land of equivalent value were identities, the
general assent to that contention did help to instill confidence in
the paper money. The people believed in the land security; it
transformed the Assignat in their eyes into circulating land. Re-
demption was a reality. Land sales absorbed large quantities of
Assignats, especially in the first three years of their history. A
more provident policy on the part of the Government — a policy
of security, of protection to purchasers of lands instead of a policy
of terrorism for all with visible means of wealth, and of non-inter-
ference with agricultural prices — would doubtless have resulted
in larger and more profitable sales of lands. But, of course, the
system of price control is justified on other grounds..

The undiscriminating use that has been made of the various
measures of depreciation, is lamentable, We ought not only to be

" aware of the attributes of the measures we employ, but also to b,
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wary of unconscious shifting from one measure to another. The
movement of the prices of commodities provides us with the most
acceptable of all measures, in spite of weighty theoretical objec-
tions. The prices of the foreign exchanges and of gold and silver
were affected by independent forces, with the result that they de-
viated appreciably from the corresponding values for the prices of
commodities. Insufficient attention has been given to the problem
of the selection of the most appropriate measure of depreciation.
The depreciation of the Assignat in 1790~1791 that writers dis-
cuss, probably did not occur. A premium on the price of gold and
of the foreign exchanges emerged, but the general price level re-
mained undisturbed.

The differences in the value of the paper money between the
eighty or more departments of France constitute a curious aspect
of the history of the Assignat! The variations (according to the
local tables of depreciation) attained large proportions: the Assig-
nats in circulation were depreciated from 20 to 8o per cent in dif-
ferent places at the same time. Part of these differences was gen-
uine: thus one section of the country suffered from the lack of
supplies, especially of subsistence; in another section, the Assignat
had to compete with metallic money; one section of the country
had more confidence in the paper money than another. The wide
discretion allowed to local officials in the construction of the
tables, no doubt, accounted for some part of the vast differences:
the apparent discrepancies were in part fictitious. The extremely

-high values of the Assignats circulating in Vendée, the center of
the anti-Revolutionary agitation — in almost every month of the
paper money period, an Assignat circulated there that apparently
maintained a value above its value in any other department — a
noticeable scattering (geographically) of extreme values(both high
and low), the large proportion of the discrepancies accounted for
by the two extreme deciles — all of these facts substantiate the
contention that part of the difference was fictitious. A more
_ gradual taperi.ug off to extreme values might be expected if the

o1 A Wagner observed similar dmcrepmcxes in Russis in the slxues of the last cen-

" .tury; and Subercaseaux observes them in Suuth American experiences. See G.
Subercaseaux, op. cil., pp. 204~205.
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variations were wholly genuine. But real differences of large pro-
portions were present; the wide scattering (geographically) of a
few sporadic variables, which may be attributed to idiosyncrasies
of construction, is not inconsistent: with the presence of genuine
differences evident from an examination of the geographical con-
centration of similar values.

The radical members of the Convention, refuting the doctrines
of the Economists and borrowing largely from the doctrines of
Roussean, carried through a system of price control and rationing
in May, 1703 that endured until December, 1794. The result of
the system was that the purchasing power of the Assignats at the
disposal of the Government was greatly increased. But with di-
minished supplies on the markets as a result of the Revolution and
wazs, as well as of this artificial reduction of the price levels, the
buying propensities of the public had to be curbed. The public
was prevented from disbursing all of its Assignats; hence it is an
error to assume that the value of the Assignat increased during
this period merely because maximum prices were depressed. Since
a large proportion of all of the Assignats at the disposal of the
public were hoarded, it is probably nearer to the truth to say that
the value of the average Assignat fell. No writer on the Assignats
has observed that the increase in the value of the Assignats during
this period was in the main a fictitious one. No writer (with the
possible exception of Marion and Hawtrey) has even considered
the system of maximum prices in relation to the changes in the
value of the Assignats; writers have merely observed and com-
mented on the increased value of the Assignat, which was evident
in the Treasury figures. Hawtrey advances further than other
writers in pointing out that the price of gold was artificially de-
pressed during this period, and, therefore, that the gain of the
Assignat was not as great as appeared on the surface. But heisin
error to concentrate his attention on the price of gold; and he un-
knowingly quotes the price of the exchanges and not of gold.
Marion attempts to demonstrate that the Maximum was ineffec-
tive and hence could not affect the value of the Assignat.

“The system of maximum prices encountered innumerable ob-
stacles of an administrative nature; but at least for one year 6f its
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existence — notably during the Terror — the maximum was tol-
erably effective in spite of many violations. The system prevented
the farmers from profiting from the curtailed supplies at the ex-
pense of the Government and the residents of the cities. The ben-
efits derived by the Government and the urban elements by the
increased purchasing power of the Assignats expended, were, with-
out doubt, in part offset by the reduced supplies sent to the mas-
kets by the farmers. At any rate, the system enabled the Govern-
ment to issue additional supplies of paper money without paying
the penalty of higher prices, and thus enabled the Government to
support fourteen armies, as well as Paris,

Depreciation cannot be understood without a consideration of
the many forces at work. The condition of the subsistence market
was of fundamental significance. Periods of scarcity were accom-
panied by depreciation. With the fear of starvation ever present,
any deficiency in the normal supplies might cause a wholesale
dumping of Assignats. Periods of inadequate subsistence synchro-
nized closely with periods of depreciation.

The Revolution was a period of curtailed production, and, there-
fore, of reduced supplies. Not only did the Revolution witness in-
creased issues of paper money, but it was accompanied also by a
reduced demand for money. The latter factor in itself would have
caused a very large fall in the value of the livre. Especially during
the latter part of the Revolution, when the cumulative effects of
the Revolution, of the extensive warfare, and of maximum prices
began to be felt, are the reduced supplies to be considered. An ex-
planation of depreciation without a consideration of the curtail-
ment of production and circulation of products, is of doubtful
value. Although the demand for money decreased during the Rev-
olution, in at least one direction the demand increased. Specula-
tion was rampant, which tended to keep prices down when no
turnover of commodities and bills was involved.

Gold and silver were in circulation in varying amounts during
the Revolution. Before the terrorist policies were successfully en-
forced, the Assignats had to compete with gold and silver to an
appreciable extent, With the weakening of these policies, and
finally with the repeal of the discriminatory legislation against gold

il
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and silver, the metals offered renewed competition to the Assig-
nats. No final significance is to be attached to the statistics of
paper money in circulation so long as an unknown quantity of gold
and silver circulated in addition to the paper money.

Four factors that influenced the value of the paper money have
been outlined above, viz., the land security, the state of the sub-
sistence market, the supplies of commodities, and the competition
of gold and silver. But I considered several other factors in Chap-
ters VII and VIII: political, military and financial conditions,
public discussions of depreciation, demonetisation practices (in-
cluding “au cours” payments with its increased demands on the
currency and the loss of confidence resulting from an official recog-
nition of depreciation), and counterfeiting.

Three problems that owed their origin to the introduction of
Assignats have been discussed — the problem of-coping with de-
preciated exchanges, of adjusting creditor-debtor relations after
and during the period of extreme depreciation, and of bringing
back gold and silver. The movement of the exchanges, however,
was not exclusively an effect of the issues of the Assignats; for
such factors as capital movements, public control of gold move-
ments, trade and the exchanges, and the inelastic demand for
necessities on the part of the Government, all had independent
effects. Of much interest today are the attempts of the Govern-
ment to support the exchanges: control of imports and exports,
the confiscation of all foreign credits; payment abroad with gold,
silver and precious stones instead of by the purchase of foreign
exchange, borrowing from foreign banks, payment abroad in As-
signats, and requisitioning of luxuries for export purposes.

The Assignats were replaced first by gold and silver, then by the
‘Mandats, and finally by gold and silver again. The attempt of the
French Government to revise the contracts made during the period
of paper money, forms a fascinating chapter in paper money his~
tory. Two problems were involved: first, the Government had to
prevent attempts (during the periods of rapid depreciation) to
repay.in a worthless paper money for debts contracted in a more
valuable money; and, second, it had to save debtors who had in-
curred obligations during the paper money régime from the unfair
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demands for metallic reimbursements. Payments to the Govern- .
ment, farm leases and the like also had to be revised.

The third problem was how to return to a metallic standard. A
protracted period of hardships resulted from the failure of the
precious metals to return from abroad and from private hoards as
quickly as was expected. The stable value of the paper money fell
to approximately one hundred million Livres at the end of 17gs.
The more rapid consumption of monetary balances, the partial
return of gold and silver, and a reduced demand for money scarcely
offset this reduction of the pre-Revolutionary circulating media
by g5 per cent. Prices fell; the Government found it difficult tc
collect its revenues; and a heterogeneous collection of new paper
substitutes appeared,
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