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Preface

Volume 16 of the Collected Works of Marx and Engels contains
works written between August 1858 and February 1860. They
consist mainly of articles published in the then progressive
New-York Daily Tribune (and in many cases reprinted in the special
issues, the New-York Weekly Tribune and the New-York Semi-Weekly
Tribune), and in the German-language London weekly Das Volk,
which was for a short time the newspaper of the exiled German
revolutionary workers. The present volume also includes Engels’
pamphlets Po and Rhine and Savoy, Nice and the Rhine.

The works belonging to 1858 deal with the final period of the
first capitalist world economic crisis which began in 1857 and
embraced all the leading European countries and the USA.

As Marx and Engels had foreseen, the crisis gave an impetus to
the working-class and democratic movements and also to the
national liberation struggles of the oppressed peoples. By late
1858 and early 1859 a new revolutionary upsurge had begun in
Europe, broadly reflected in the works contained in this volume. A
revolutionary situation was developing in a number of countries.
The masses, particularly the working class, were growing increasing-
ly active. The question arose of the national unification of both
Germany and Italy, and it was clear in each case that only a
democratic solution of it would correspond to the interests of the
masses. Marx’s and Engels’ theoretical and practical activity during
this period was therefore aimed at preparing the international
working class for new class struggles.

In elaborating revolutionary theory Marx and Engels paid
particular attention to the development of economic theory. June
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1859 saw the publication of Marx’s Contribution to the Critique of
Political Economy (see present edition, Vol. 30). This work was a
landmark in the creation of Marxist political economy. For Marx had
by now elaborated the theory of surplus value (see present edition,
Vol. 29), which completed the proof of the inevitability of the
replacement of capitalism by a higher social order, socialism. Lenin
described the Preface to this work as having formulated “the
fundamental principles of materialism as applied to human society
and its history” (Collected Works, Vol. 21, p. 55).

The present volume contains Engels’ review—published in
August 1859 in Das Volk—of Marx’s Coniribution to the Critique of
Political Economy, in which he pointed out that Marx had laid the
foundations for a completely new political economy, which differed
radically from bourgeois economics.

Engels’ review explained the basic features of Marx’s method for
studying such important economic categories as those of commodity
and money. He showed that in the Preface the materialist conception
of history was not only made the scientific foundation of the
revolutionary working-class world outlook, but also the essential
methodology for the fruitful study of economic and other social
processes. Marx had subjected the Hegelian dialectical method to
criticism as early as the 1840s, and Engels emphasised the
fundamental difference between materialist dialectics and Hegel’s
dialectics. It had been essential, he pointed out, to free Hegel’s
dialectics from its mystical form. “Marx was and is the only one who
could undertake the work of extracting from the Hegelian logic the
kernel containing Hegel's real discoveries in this field, and of
establishing the dialectical method, divested of its idealist wrappings,
in the simple form in which it becomes the only correct mode of the
development of thought” (see this volume, pp. 474-75).

Engels among other things laid stress on the dialectical
relationship of the logical and historical approaches to the analysis of
phenomena in political economy and the other social sciences.
Logical analysis, which effects a certain abstraction from concrete
details,is essential. However, it must not be reduced to arbitrary and
purely speculative abstractions but must be based on the consistent
application of the historical method. The logical method, Engels
explained, “is indeed nothing but the historical method, only
stripped of the historical form and of interfering contingencies. The
point where this history begins must also be the starting point of the
train of thought, and its further progress will be simply the
reflection, in abstract and theoretically consistent form, of the course
of history” (p. 475).
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The present volume consists mainly of journalistic items by Marx
and Engels. Revolutionary journalism was at that period one of the
main means of propagating Marxist ideas and the strategical and
tactical principles of the working-class and democratic movement.
Marx and Engels attached special importance to this at a time when
the political situation in Europe was growing increasingly tense and
new revolutionary events were imminent.

The work of Marx and Engels in this sphere became particularly
intense in the summer of 1859, when they were able to write for the
weekly Das Volk. The history of this newspaper and Marx’s and
Engels’ association with it forms an important episode in their
struggle for a working-class party.

The urgent requirements of the working-class movement impelled
them to engage increasingly in the practical aspect of this struggle. It
was essential to expose circles hostile to the working class, to promote
in every possible way the liberation of workers from the influence of
bourgeois and petty-bourgeois ideology, and ensure the working
class an independent role in bringing about any bourgeois-
democratic transformations in contemporary society. The question
of using the press for communist propaganda became more urgent
in the new conditions. So when, in May 1859, Marx was invited to
write for the new weekly Das Volk, which began publication on May
7, 1859 as the organ of the German Workers’ Educational Society
and other London societies of German workers, he promised its
editor, Elard Biscamp, his firm support. He took part in editing
the articles, raising funds for the newspaper and selecting material
for it

From a small paper reflecting the interests of a narrow circle of
German refugees in London, Das Volk began to turn into a
militant revolutionary organ speaking for the working class. This
enabled Marx and his associates to establish closer relations
with it in June 1859. At the beginning of July Marx became
to all intents and purposes the editor and manager of the
paper, which had finally committed itself to the proletarian revo-
lution.

In the columns of Das Volk Marx and Engels examined
questions of the revolutionary theory and tactics of the working
class. The newspaper published Marx’s Preface to A Contribution to
the Critique of Political Economy and also, as mentioned above, Engels’
review of this book.

Each issue of Das Volk contained *“Political Reviews”, evidently
written by Elard Biscamp and Wilhelm Liebknecht. But as soon as
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Marx took over the management of the newspaper he began to
help with the editing of this section, and parts of it were written
by him. In particular, the extract “On Ernest Jones” from one of
these reviews, published in this volume, was written by Marx, who
revealed in it the causes of the final decline of the Chartist
movement.

Das Volk responded to current working-class struggles. Thus it
reported the London building workers’ strike at the end of July
1859, which played an important role in rousing the British working
class to action. One of the “Political Reviews” pointed out that the
British bourgeoisie’s attempt to compel workers to renounce the
revolutionary struggle could only “make the already deep rift
between labour and capital even wider” (p. 637).

Marx regarded the struggle against petty-bourgeois ideology as
one of the newspaper’s most important tasks. Its reviews “Gatherings
from the Press”, written by Marx with Biscamp’s participation,
satirised the philistinism and nationalism of articles by German
petty-bourgeois democrats— Gottfried Kinkel and others—in their
London organ Hermann (pp. 625-34).

In the columns of Das Volk Marx and Engels were able to
express their revolutionary views more freely than in the Tribune,
where they were hampered by the paper’s bourgeois bias. Marx
and Engels used Das Volk to condemn the foreign and domestic
policies of the ruling classes in the European states, to unmask
reaction and uphold revolutionary principles.

Das Volk ceased publication on August 20, 1859, despite Marx’s
tremendous efforts to keep it going. However, in spite of its brief
existence, the newspaper made a considerable contribution to the
propagation of the ideas of scientific communism and the
principles of the working-class party.

One of the main subjects of Marx’s and Engels’ writings during
this period were the events in Italy. In July 1858 Napoleon III
and the Prime Minister of Piedmont, Cavour, whose policies
reflected the desire of the liberal nobility and bourgeoisie to
unite Italy under the Savoy dynasty, concluded a secret agreement
for a joint war against Austria. Although the war preparations
were conducted in the greatest secrecy, Marx and Engels pre-
dicted the inevitability of an armed conflict between France and
Piedmont, on the one hand, and Austria, on the other, many
months before it actually broke out. They revealed the true rea-
sons that had led Louis Bonaparte and his supporters after the
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Crimean war to embark upon a new military escapade, pointed to
the diplomatic moves by the European powers aimed at exacer-
bating the conflict and drew attention to the war preparations by the
hostile states.

As soon as Das Volk was set up, their articles on the Italian
question, which had originally appeared in the New-York Daily
Tribune, began to be published in the new weekly too. They also
became more politically pointed.

Marx and Engels strongly supported the revolutionary method
of solving the Italian question. In the article “On Italian Unity”
written at the beginning of January 1859 Marx expressed the
conviction that “the burning hate of the Italians toward their
oppressors, combined with their ever-increasing suffering, will
find vent in a general revolution” (p. 148). Exposing the
anti-democratic nature of the dynastic plans for uniting the
country, Marx supported the truly patriotic forces in Italy, which
he called the “national party”. He hoped that the Italian
democrats would succeed in uniting around them the middle and
petty bourgeoisie, the progressive intelligentsia, the peasantry, and
the still numerically small working class, and in “initiating the
great national insurrection” (p. 153). Only in this way, Marx
believed, would it be possible to achieve the national liberation and
unification of Italy on a truly democratic basis, and also solve the
social and political questions—eliminate the vestiges of feudal-
ism, abolish monarchist regimes, etc—in the interests of the
masses. _

In the articles “The War Prospect in Europe”, “The Money
Panic in Europe”, “Louis Napoleon’s Position”, “Peace or War”,
“The War Prospect in France” and others, Marx and Engels
revealed the attempts to prevent the outbreak of revolution by
unleashing a new war. Marx and Engels believed that it was the task
of the proletarian revolutionaries to use the developing war
situation, created by the ruling classes, for strengthening the
revolutionary movement, and if a war were unleashed, to do
everything possible to turn it into a revolutionary war against the
existing reactionary regimes.

In analysing the information which appeared in the press, Marx
and Engels gave an accurate forecast of the progress and outcome
of the imminent hostilities. Engels did so, in particular, in the
articles “The Austrian Hold on Italy” and “Chances of the
Impending War”.

The present volume includes Engels’ pamphlet Po and Rhine,
written with the aim of outlining the position of the proletarian
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revolutionaries on questions connected with the Italian crisis and
the impending war between Austria and France and exposing the
various chauvinist theories used to justify both the aggressive
policy of Napoleon III and Austrian rule in Northern Italy.

Po and Rhine, published in April 1859, is a model analysis of
complex international problems. As his pamphlet was intended for
the general public, including the bourgeois reader, Engels
concentrated on military history and strategy. Nevertheless, this
work also trenchantly advocates the revolutionary-democratic
unification of Italy and Germany and shows that the policies of the
ruling classes in the states involved in the conflict were incompa-
tible with the true national interests of the Italian and German
peoples.

Engels championed these national interests from the standpoint
of proletarian internationalism, at the same time exposing the
nationalistic ideology of the ruling classes and their chauvinist
conceptions of the superiority of some peoples over others. Thus
he firmly denounced the idea, widespread among reactionary
circles in Germany, particularly the Austrophile section of the
bourgeoisie, of creating a “Central European great power” under
the aegis of Austria. The supporters of this idea, Engels noted,
argued that the Germans were destined to rule the world. They
spoke condescendingly of the Romanic peoples as being degener-
ate and declared that the Slavs were unfit for independent
statehood.

Engels criticised the theory of “natural frontiers” invoked by
those who argued that Austria should retain Northern Italy
because the Po was, allegedly, such a natural frontier. He
ardently supported the liberation of Lombardy and Venice from
Austrian oppression and showed that the granting of indepen-
dence to Italy would benefit Germany both politically and
militarily. “Instead of seeking our strength in the possession of
foreign soil and the oppression of a foreign nationality, whose
future only prejudice can deny, we should do better to see to it that
we are united and strong in our own house” (p. 240).

Engels strongly attacked the aggressive plans of Napoleon III,
stressing that Bonapartism, as one of the bulwarks of European
reaction, was a serious obstacle to the national unification of Italy
and Germany. The national interests of the German and Italian
peoples were gravely threatened by the territorial claims of the
ruling Bonapartist circles and their plans to redraw the map of
Europe in favour of France, which they too sought to justify by
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referring to the false concept of “natural frontiers”. To solve the
national tasks facing the Germans and Italians, Engels noted, a
resolute struggle against Bonapartism was needed.

Engels’ work is one of his finest writings as a military
theoretician and military historian. In it he analysed the military
scene in Italy and on the Rhine and expressed a number of
important strategic and tactical ideas. His conclusions were based
on a careful study of military history, in particular of the wars
which had been fought in Northern Italy and the adjoining areas,
from the campaigns of Napoleon Bonaparte and other French
generals to the operations of the Austrian army against Italy in
1848. In his analysis Engels paid great attention to the Italian
and, in particular, the Swiss campaign by Russian forces under the
command of Suvorov in 1799. He called Suvorov’s passage through
the Alps “the most impressive of all Alpine crossings in modern
times” (p. 222).

After the outbreak of the Italian war (as the Austro-Italo-
French war was called at the time) in April 1859, Marx and
Engels continued to develop the viewpoint they had
expressed during the initial period of the Italian crisis before the
commencement of hostilities. They regarded the war of France
and Piedmont against Austria as a continuation of the anti-
democratic policies of the ruling Bonapartist circles. Louis
Napoleon and his entourage, they emphasised, needed this war to
delay the collapse of the Bonapartist regime in France by
comparatively easy victories over an ‘“external foe”, to win
popularity by playing demagogically on the slogan “free Italy
from Austrian rule” and the “principle of nationalities”. Stripping
Louis Napoleon of the hypocritical mask of “the liberator of
Italy”, Marx and Engels exposed his counter-revolutionary
designs with respect to the Italian national movement. Like the
Austrian Empire, Bonapartist France, they wrote, was emphatical-
ly opposed to the independence and unification of Italy. The war
unleashed by Napoleon III was a masked intervention against the
popular revolutionary movement for Italian unity. In his article
“Louis Napoleon and Italy” Marx compared this war with the
French expedition of 1849 aimed at restoring the power of the
Pope, an expedition initiated by Louis Bonaparte, then Presi-
dent of the French Republic. Marx pointed out that for Louis
Napoleon “the war ... was only another French expedition to
Rome—on a grander scale in all respects, to be sure, but in
motive and results not dissimilar to that ‘Republican’ enterprise”

(p. 482).
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All Marx’s and Engels’ articles on the Italian war are full of
ardent support for the struggle of the Italian people against
foreign rule. Marx approved of the manifesto of the Italian
revolutionary Mazzini, which exposed the demagogic manoeuvres
of Louis Napoleon, and published a translation of it in the New-
York Daily Tribune (see this volume, pp. 354-59). Marx and
Engels saw the anti-Austrian operations of the volunteer detach-
ments led by the great Italian patriot Garibaldi as a splendid example
of popular resistance to foreign rule and of a true war of liberation.
Garibaldi, Engels wrote, “does not seem afraid of that dash, which
Napoleon III warns his soldiers not to indulge in” (p. 360). In the
article “Strategy of the War” Engels rated Garibaldi very highly as a
revolutionary military commander.

In the articles “The War”, “Fighting at Last”, “Progress of the
War”, “Military Events”, “A Chapter of History”, “The Battle at
Solferino”, “The Italian War. Retrospect” and others, Engels
gave an all-round review of the military campaign of 1859,
making frequent excursions into the history of warfare and
drawing some important theoretical conclusions. For example, in
the article “The Campaign in Italy”, published in Das Volk,
Engels notes the changes that have taken place since the period of
the Napoleonic wars in the conduct of warfare due to the
development of a system of entrenched camps and fortresses to
protect state frontiers, and also to the introduction of railways and
shipping lines making it possible to speed up considerably the
transport and concentration of troops. Engels uses this example to
reveal the connection between the development of productive
forces and methods of warfare.

In the articles “The French Disarmament”, “The Invasion
Panic in England” and others, Marx showed that the policy of
military gambles pursued by the rulers of the Second Empire was
the source of ever new conflicts and wars. In a number of articles
Marx and Engels also criticised the reactionary forces that gave
diplomatic support to France during its preparations for the war
in Italy and in the period of the fighting. This applies first and
foremost to the agreement between Louis Napoleon and Palmer-
ston, which left Napoleon III free to carry out his Italian adventure.
The agreement concluded between Bonapartist France and Tsarist
Russia in March 1859, Marx and Engels stressed, served the same
purpose.

The Italian war produced a social upsurge in Prussia and other
states of the German Confederation. Napoleon III's war against
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Austria was rightly regarded in Germany as the prelude to
encroachments on German territory, in particular, the left bank of
the Rhine. In the press, at mass meetings and in clubs demands
were made for the organisation of national resistance to Napo-
leon III's aggressive plans. The national upsurge in Germany in
1859 again brought to the fore the question of the unification of
the numerous German states.

Marx and Engels worked out the tactics of the working class on
this question, linking them closely with the position of proletarian
revolutionaries on the Italian conflict. Proceeding from the fact
that Bonapartism was one of the main obstacles to the unification
of Germany and that the fall of the Second Empire was an
important prerequisite for a European revolution, they considered
it essential that Prussia and the other German states should take
part in the armed struggle against Bonapartist France. “While
decidedly taking part for Italy against Austria, they cannot but take
part for Austria against Bonaparte,” wrote Marx in the article “The
War Prospect in Prussia” (p. 269). But needless to say, their tactics by
no means envisaged support for the reactionary regime of the
Austrian Empire or its rule in Italy. Marx and Engels never ceased to
denounce the Habsburgs as butchers of the freedom of the Italian
and other oppressed peoples.

Marx and Engels believed that military action by the German
states against France would create the conditions, independently of
the will of the governments of these states, for the dynastic war to
turn into a revolutionary war. The defeat of France might in this
case lead to a revolutionary explosion in Europe. The result would
be the destruction not only of the Bonapartist regime in France,
but also of the reactionary regimes in Austria itself, Prussia and
the other states of the German Confederation, and the unification
of both Germany and Italy in a revolutionary, democratic way.
Developing this idea, Marx noted in the article “Spree and
Mincio” that an alliance of Prussia and Austria in the situation
that had arisen “means revolution” (p. 381).

In this article, and also in the articles “Austria, Prussia and
Germany in the War” and “A Prussian View of the War”, Marx
branded the neutral policy of the Prussian Government as one
which aided and abetted Bonapartism. His article “Quid pro Quo”,
based on an analysis of numerous facts and documents, makes this
point with particular force. In it Marx showed that what lay
behind the diplomatic manoeuvring of the Prussian rulers at the
time of the Italian war, manoeuvring which greatly assisted
Napoleon III, was first and foremost the fear of a revolutionary
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upsurge in Germany if the German states joined in the war. This
policy, disguised as one of neutrality, was also calculated to weaken
Prussia’s rival, Austria, in the struggle for supremacy in Germany.
For the sake of this,Prussia’s rulers ignored the all-German national
interests. Marx pointed out that by its manoeuvring and refusal to
enter the war Prussia hoped “by trickery eventually to gain
hegemony in Germany at a discount” (p. 452). The results of this
double-faced policy, he noted, were most unfortunate for Prussia
itself.

Marx’s article “Erfurtery in the Year 1859” (the title contains an
ironic allusion to the Prussophile plans of the Erfurt Parliament of
1850 and the attempt to revive them) attacked the support given
by wide circles of the German bourgeoisie to the idea of
Germany’s unification under the hegemony of the Prussian
Junkers. The very course of history, Marx pointed out, presented
Germany with a choice: either the urgent tasks of national
unification would be carried out in a revolutionary way, or they
would be effected from above by the ruling Junker circles, with the
help of the bourgeoisie, in the form and by the methods which were
in keeping with their interests. Marx noted that one could not
discount the possibility of the counter-revolutionary classes prevail-
ing, in which case the unification of Germany would have to be
carried out by the reactionary forces, i.e. the Prussian ruling clique,
acting as the revolution’s mandatory. But this clique could perform
the tasks of the revolution, in particular, that of unifying the country,
only in a distorted way. Marx warned that in the hands of reaction
the “programme of the revolution turns into a satire on the relevant
revolutionary efforts” (p. 404). Thus already in 1859 Marx called
attention to the danger of allowing the reactionary circles to take
over the initiative in unifying Germany.

The results of the Italian war, which ended with the signing on
July 11, 1859 of the Preliminary Treaty of Villafranca (most of its
terms were later adopted at Zurich), were the subject of Marx’s
articles “What Has Italy Gained?”, “The Peace”, “The Treaty of
Villafranca”, “Louis Napoleon and Italy” and others, and of Engels’
pamphlet Savoy, Nice and the Rhine. Napoleon I1I concluded peace so
hastily, Marx noted, because, against the will of its instigators, the
war “was tending to become a revolutionary war” (p. 413). At the
same time the Treaty of Villafranca clearly revealed that Louis
Napoleon’s aims were opposed to the cause of Italian liberation and
unification. Marx stressed how humiliating the treaty was for the
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Italians: Lombardy was transferred first to France and then “as a
French gift to the Savoy dynasty” (p. 418), Napoleon providing
himself with compensation for it in the form of Savoy and Nice.
Venice remained in Austrian hands, as did the strategically
important quadrilateral of fortresses (Mantua, Legnago, Verona and
Peschiera). Despite his promises, the French Emperor “has left
Austria seated almost as firmly as ever on the neck of Italy” (p. 414).
In addition Napoleon I1I sought to place the Pope, the main inspirer
of reaction in Italy, at the head of the proposed Italian
Confederation and to restore the deposed dukes of Tuscany,
Modena and Parma.

Marx stressed that the conclusion of the Peace Treaty of
Villafranca did not lessen the danger of armed conflicts breaking
out in Europe as a result of the adventurist policy of the ruling
classes in Bonapartist France and other states. He emphatically
condemned the war preparations that were being made under
the pretext of securing peace. “Of all the dogmas of the bigoted
politics of our time,” he wrote in the article “Invasion!” which
examined the possibility of the British Isles being occupied by
Napoleon III's army, “none has caused more harm than the one
that says ‘In order to have peace, you must prepare for war’”
(p- 439). Revealing the social roots of the Italian crisis, Marx pointed
out that the ruling circles in the European states that resorted
to this “cunning perfidy” had turned their countries into mili-
tary camps and created an international situation in which
“every new peace pact is regarded as a new declaration of war”
(ibid.).

As Marx and Engels had foreseen, the war ended in a betrayal of
Italy’s interests. Bonapartist France and Austria concluded a deal
to which Piedmont was admitted only some time later, as a special
favour by Napoleon III. Not one of the main questions of the
bourgeois revolution was solved. Nevertheless, in spite of the fact
that in 1859 it proved impossible to turn “a modestly liberal
movement ... into a tempestuously democratic one”, as Lenin put
it (Collected Works, Vol. 21, p. 142), the events of that year promoted
an upsurge of the national liberation movement in Italy in the
following year, 1860.

In April 1860 Engels published the pamphlet Savoy, Nice and the
Rhine in which he showed the extent to which the conclusions
formulated by him in Po and Rhine had been confirmed by the
outcome of the Italian war.

The immediate reason for writing this work was the attempt by
the pro-Bonapartist press to justify France’s annexation of Savoy
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and Nice. Engels demonstrated the invalidity of attempts to justify
on linguistic, ethnographical and military grounds the claims of
individual states to this or that territory, without taking into
account the will and interests of the population. In the historical
situation at that time, Engels noted, the' annexation of Savoy and
Nice by France meant that France’s counter-revolutionary rulers
were acquiring new military strongholds, thus consolidating the
anti-democratic regime of the Second Empire. In addition, such
acts were whetting the appetites of Bonapartist circles for other
territories, including the Rhine, and creating precedents for
further acts of aggrandisement.

In examining the alignment of forces in the international arena
at that time and the tasks of the revolutionary democrats in the
struggle against the reactionary monarchist bloc led by Bonapartist
France and supported by Russian Tsarism, Engels combined in an
exemplary way a patriotic defence of the interests of the
progressive development of Germany with a consistently inter-
nationalist approach to the problems of national and revolutionary
development.

Engels in no way identified the ruling circles with the peoples of
the countries then forming the counter-revolutionary camp, nor did
he make the slightest attempt to impose the responsibility for
aggressive policies on the masses. On the contrary, within each of
these countries Engels sought to pinpoint the forces the European
revolution could count on. Thus, in making a sharp distinction
between official Russia and the revolutionary Russia of the people,
Engels expressed the hope that in their clash with Tsarism and the
other counter-revolutionary powers the working class and democra-
cy would this time find an ally in the Russian peasantry, which had
entered the movement after the Crimean war. He wrote in Savoy,
Nice and the Rhine: “The contest that has now broken out in Russia
between the ruling and the oppressed classes of the rural population
is already undermining the entire system of Russian foreign policy.
That system was only possible so long as Russia had no internal
political development. But that time is past” (p. 609).

Among the other problems treated in the journalistic writings of
Marx and Engels of this period the consequences of the economic
crisis of 1857-58, the domestic development of Britain, France,
Prussia and Russia, and the situation in the colonial world stand
out in particular. Many of these writings were sequels to articles
written on the same subject in earlier years and developed the
ideas expressed in them.
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In a number of his articles Marx describes the specific features
of the economic crisis of 1857-58 in Britain during its final stage,
and also analyses the effects of the crisis. Marx shows that British
industry and commerce were not only hit by the internal crisis,
which to some extent paralysed Britain’s economy, but were also
adversely affected by crises in other countries and parts of the world.
Using Britain as an example he shows the harmful effect of the crisis
on the condition of the working masses.

Marx’s articles “The English Bank Act of 1844”, “Commercial
Crises and Currency in Britain” and “British Commerce and
Finance”, written in August-September 1858, contain strong
criticism of the British Free Traders, who advocated the abolition
of tariffs as a panacea for all crises. Marx revealed the futility of
attempts by bourgeois economists to find a remedy for crises,
refuted their simplistic explanation of the origin of the 1857 crisis
and of crises in general, and drew some important conclusions
concerning the theory of crises. The true causes of the crisis, he
remarked, lay not in excessive speculation and abuse of credit, as
bourgeois economists, including the ideologists of Free Trade,
argued, but in the socio-economic conditions peculiar to capital-
ism. Crises, he pointed out, “are inherent in the present system of
production”, “so long as the system lasts, they must be borne with,
like the natural changes of the seasons” (p. 34).

Analysis of Britain’s economic and political situation occupies an
important place in this volume. Marx’s articles “The State of British
Manufactures”, “Population, Crime, and Pauperism”, “British
Commerce” and “Manufactures and Commerce” trace the opera-
tion of the increased concentration of production and the cyclic
nature of its development on the basis of official British statistics.
Analysing the current figures of British imports and exports, Marx
notes aspecific feature of the development of the British economy,
namely that “England, in regard to the markets of the world,
develops its function as money-lender still more rapidly than its
function as manufacturer and merchant” (p. 494).

In his articles “Electoral Corruption in England”, “The New
British Reform Bill” and others, Marx reveals the anti-democratic
nature of the British political system. “The real Constitution of the
British House of Commons might be summed up in the word
Corruption” (p. 526). He shows that Disraeli’s Bill introduced in
February 1859 reduced the new parliamentary reform to a
number of minor changes in the electoral system and aimed,
above all, at preserving the monopoly of political power enjoyed
by the landed aristocracy and bourgeoisie and the lack of political
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rights of the working class. “On first view it will be understood
that all these new franchises, while admitting some new middle-
class sections, are framed with the express purpose of excluding
the working classes, and chaining them to their present station of
political ‘pariahs’” (p. 204).

Marx criticised the existing factory legislation in Britain, which left
many convenient loopholes for the factory-owners.

Some of the articles by Marx and Engels in this volume expose
the colonial policy of capitalist states, primarily Britain, and
describe the national struggle of the oppressed peoples, which
reached considerable scope during this period.

Marx and Engels saw Ireland as one of the centres of
revolutionary ferment. There was no peace there after the defeat
of the national liberation movement in 1848. Conditions were
maturing for a new national liberation struggle, which in the early
sixties took the form of the Fenian movement. In the article “The
Excitement in Ireland” (December 1858), Marx wrote of the
increased activities of the secret peasant organisation, “the Ribbon
Society”, in response to the violence and arbitrariness of the
landlords and their agents, and the setting up of the patriotic
Phoenix Club by revolutionary intellectuals who took part in the
events of 1848 (the establishment of the Club was a prologue to the
founding of the Fenian Brotherhood). Marx wrote that to blame the
Irish for producing such secret societies for the struggle against the
oppressors “would be as judicious as to accuse woodland of
producing mushrooms” (p. 137).

A striking instance of the British ruling circles trampling on the
vital interests of the peoples of economically backward countries
was the opium trade in China, which Marx discusses in the two
articles entitled “History of the Opium Trade”. The British
“civilisers” had monopolised the smuggling of opium and turned it
into a goldmine. The British Government, which claimed to oppose
the opium trade, had in fact established a monopoly of opium
production in India and taken it over, legalising the sale of opium to
contraband merchants, and by the beginning of the nineteenth
century was receiving a vast income from this source. The finances of
the British Government in India, Marx concludes, were closely
dependent not merely on the opium trade with China, but on the
illicit nature of this trade.

In the article “Great Trouble in Indian Finances” Marx exposes
Britain’s policy of rapine in India and points out the disastrous
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effects of British rule. In particular, he notes the destruction of local
industry by the mass import of British cotton fabrics and yarn. He
examines the consequences of the British colonisers’ brutal
suppression of the national liberation uprising in India in 1857-59
and points out that the vast expenditure this entailed, and also the
need to maintain a large armed force in India,placed a heavy tax
burden on the British people.

The volume also contains articles on the domestic situation
in France. Marx and Engels pointed out that the regime of
Napoleon III was maintained by the same methods by which it had
been set up, namely, police terrorism. But even such a despotic
regime as the monarchy of Napoleon III, Marx noted, could not
rely on brute force alone. The flirting with the various classes, the
deceit and the demagogy continued throughout the existence of
the Second Empire. Marx wrote that the French Emperor was
trying at one and the same time to play the part of a protector of
the French peasants, “a sort of socialist providence to the
proletarians of the towns” and the “savior of property” of the
French bourgeoisie (p. 114). Marx regarded the attempts of
Bonapartist circles to bribe the French working class as particularly
dangerous, and constantly warned against them.

At the end of 1858 Marx wrote a series of articles describing the
position in Prussia in connection with the appointment of the
Prince of Prussia (the future King William I) as Regent, the
beginning of whose regime was hailed as the dawn of a “new era” by
the liberals. But Marx showed that the Regent’s liberalism was a
sham. In the articles “The King of Prussia’s Insanity”, “The
Prussian Regency”, “Affairs in Prussia” and “The New Ministry” he
exposed the Hohenzollern dynasty as the suppressor of all
progressive trends. The Prussian monarchy and the reactionary
Prussian Constitution had turned the people’s rights into a dead
letter. Marx exposed the domination of the bureaucracy which had
penetrated all spheres of social life in the Prussian state. The feudal
monarchist system, he pointed out, was able to survive in Prussia only
owing to the cowardly liberalism of the Prussian bourgeoisie, which
was always prepared to accommodate itself to the reactionary policies
of the ruling circles.

In the late 1850s Marx and Engels began to give close attention
to the development of events in Russia. They became increasingly
convinced that the position of Tsarism had weakened after the
Crimean war. The war had not only revealed the economic and
political backwardness of Tsarist Russia, but also stimulated the
rapid growth of unrest among the serfs, which was undermining
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the foundations of the feudal, serf-owning system. As already
stated, in Savoy, Nice and the Rhine Engels spoke of the
revolutionary aspirations of the Russian peasantry. Marx and
Engels touched upon this question in earlier works too. Thus, at
the end of 1858 Marx wrote the articles “The Question of the
Abolition of Serfdom in Russia” and “The Emancipation Ques-
tion”, and Engels the article “Europe in 1858”. Already in these
articles Marx and Engels regarded Russia as a country on the
verge of a popular, anti-serf revolution, and were saying that the
mass movement in Russia was assuming a dangerous character for
the autocracy. Studying the international situation in the latter half
of 1858, Marx expressed the idea that revolutionary Russia was a
potential ally of the revolutionary movement in the West. The
revolutionary movement among the peasant masses in Russia, in
Marx’s opinion, threatened to turn into a mighty explosion. The
reform which the ruling classes themselves were thinking to
introduce in order to avert an outbreak of revolution would not
remove the question of revolution. Marx was firmly convinced that
soon “the Russian 1793 will be at hand”, which would be a “turning
point in Russian history, and finally place real and general
civilization in the place of that sham and show introduced by Peter
the Great” (p. 147).

Marx foresaw that the abolition of serfdom which was being
prepared by the Tsarist Government would only be a half measure,
like all such reforms introduced from above, merely a step along
the path of essential bourgeois transformations in Russia, and
would not solve all the pressing questions. These could be finally
solved only as the result of revolution.

In their later works Marx and Engels continued to show great
interest in the growing popular ferment in Russia and analysed in
detail the place of the Russian revolutionary movement in the
overall European revolutionary process.

The section “From the Preparatory Materials” contains items by
Marx and Engels which were published recently for the first time
(in Russian): the unfinished draft of Marx’s article “Symptoms of
the Revival of France’s Internal Life”, a draft of his lecture “On
the Division of Labour” which he delivered to German workers in
London in the autumn of 1859, and also Engels’ chronological
notes ‘“The Italian War. 1859”.

The Appendices include articles and notes in the writing of which
Marx took part. They throw light on his efforts to turn the
newspaper Das Volk into a working-class organ.
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This volume contains a total of 109 works by Marx and Engels,
including a short item published in the London newspaper The
Free Press. Sixteen of them—f{ifteen written in German and one in
English—are published in English for the first time (Engels’
pamphlets Po and Rhine and Savoy, Nice and the Rhine, eleven
articles from the newspaper Das Volk and three items in the
section “From the Preparatory Materials”). Of the remaining
works, written in English, eighty have not been reproduced in
English since their first publication. During the preparation of the
volume the authorship of the extract entitled “On Ernest Jones
(from the “Political Review” of Das Volk)” was established for the
first time. Almost all the materials published in the Appendices are
also appearing for the first time in English.

In studying the concrete historical material contained in Marx’s
and Engels’ articles one should bear in mind that they used as
sources for their articles on current events newspaper information
which sometimes proved to be inaccurate. Besides, as we know from
Marx’s and Engels’ letters, the editors of the New-York Daily Tribune
frequently took liberties with the text of their articles, particularly
those which were printed as leaders. In the present edition all known
cases of interference by the editors are indicated in the footnotes. If
an article was published without a title and Marx also gave it no title
in his Notebook, the editors of this volume have provided one, which
is given in square brackets.

The volume was compiled, the text prepared and the notes
written by Tatyana Andrushchenko in the case of works originally
written in English, and Boris Krylov for works originally written in
German. The preface is by Boris Krylov, and the volume as a whole
was edited by Lev Churbanov (CC CPSU Institute of Marxism-
Leninism). The name index, the indexes of quoted and mentioned
literature and of periodicals, and the glossary of geographical names
were prepared by Tatyana Gutina and Yelena Vashchenko; the
subject index was compiled by Marlen Arzumanov; Olga Koro-
lyova took part in the general work of preparing the notes and
indexes.

The English translations were made by Henry Mins (International
Publishers), Richard Dixon and Salo Ryazanskaya (Progress
Publishers), and edited by J. S. Allen (International Publishers),
Maurice Cornforth and Nicholas Jacobs (Lawrence and Wishart),
Richard Dixon, Lydia Belyakova and Victor Schnittke (Progress
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Publishers), and Norire Ter-Akopyan, scientific editor (USSR
Academy of Sciences).

The volume was prepared for the press by Lydia Belyakova,
Nadezhda Rudenko, Lyudgarda Zubrilova and the assistant editor
Lyudmila Mikhailova (Progress Publishers).
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Karl Marx

[THE ENGLISH BANK ACT OF 1844]'

It will be recollected that in 1857 the British Parliament was
hastily called together in consequence of the suspension of the
Bank Charter Act,® which, by letter of Nov. 12, in the midst of the
monetary panic, the Premier and the Chancellor of the Exche-
quer® had assumed the responsibility of decreeing. The Indemnity
bill once passed,h Parliament adjourned, leaving behind a select
Committee appointed “to inquire into the operations of the Bank
acts of 1844 and 1845, as well as into the causes of the recent
commercial distress.” The Committee had, in fact, sat since the
beginning of 1857, and had already published two heavy volumes,
one of evidence, the other appendix, both relating to the
operations and effects of the Bank Acts of 1844-45.° lts labors
were almost forgotten when the occurrence of the commercial
crisis recalled it to life, and afforded it an ‘“additional element of
inquiry.” In the two heavy volumes to which we have referred,
trade, just two months before its tremendous collapse, was
declared to be “sound” and ‘“safe.” As to the working of Sir
Robert Peel’'s Bank Act, Lord Overstone expressed himself before
the Committee, on July -14, 1857, in these rather dithyrambic
strains: '

“By strict and prompt adherence,” he said, “to the principles of the act of 1844,
everything has passed off with regularity and ease; the monetary system is safe and
unshaken; the prosperity of the country is undisputed; the public confidence in the

a H. ]J. T. Palmerston and G. C. Lewis.— Ed.

b On December 12, 1857.— Ed.

< The reference is to Report from the Select Committee on the Bank Acts..., London,
1857, and Report from the Select Committee on the Bank Acts..., London, 1858.— Fd.
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wisdom of the act of 1844 is daily gaining strength; and if the Committee wish for
further practical illustration of the soundness of the principle on which it rests, or
of the beneficial results which it has insured, the true and sufficient answer to the
Committee is, look around you; look at the present state of trade of the country;
[...] look at the contentment of the people; look at the wealth and prosperity which
every class of the country presents; and then, having done so, the Committee may
be fairly called upon to decide whether they will interfere with the continuance of
an act under which those results have been developed.”2

Six months later, the same Committee had to congratulate
Government upon having suspended this very same act!

The Committee numbered among its members not less than five
Chancellors or ex-Chancellors of the Exchequer, viz.: Mr. Disraeli,
Sir G. C. Lewis, Mr. Gladstone, Sir Charles Wood, and Sir Francis
Baring, backed by Mr. Wilson and Mr. Cardwell, two men long
accustomed to find brains for Ministers of Finance. Beside these,
all the magnates of the English bureaucracy had been added to it.
In fact, it mustered about two dozen strong, and was a remarkable
conclave of financial and economical wisdom. The questions to be
decided were, first, the principles of the bank act, of 1844;
secondly, the influence on commercial crises of the issue of
bank-notes, payable on demand; and, lastly, the general causes of
the recent distress. We propose, succinctly, to review the answers
given to these different questions.

Sir Robert Peel, the Parliamentary godfather, and Lord Over-
stone, the scientific father, of the act of 1844,> which prohibited
the Bank of England from issuing notes beyond the amount of
£14,500,000, save on the security of bullion, flattered themselves
they had prevented such pressures and panics as had periodically
occurred from 1815 to 1844. Twice in ten years their expectation
has been baffled, despite the extraordinary and unexpected aid
afforded to the working of the act by the great gold discoveries.?
In 1847 and 1857, as is shown by the evidence laid before the
Committee, the panics were even of a more intense and
destructive character than any ever witnessed before. Twice, in
1847 and 1857, the Government had to infringe the bank act, in
order to save the bank and the monetary world revolving around
it.

The Committee, it would appear, had to decide on a very simple
alternative. Either the periodical violation of the law by the
Government was right, and then the law must be wrong, or the
law was right, and then the Government ought to be interdicted

a Report from the Select Committee on the Bank Acts..., 1857, p. 409.— Ed.
b The Act of 1844 is based on Lord Overstone’s proposals.— Ed.
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from arbitrarily tampering with it. But will it be believed that the
Committee has contrived to simultaneously vindicate the perpetui-
ty of the law and the periodical recurrence of its infraction? Laws
have usually been designed to circumscribe the discretionary
power of Government. Here, on the contrary, the law seems only
continued in order to continue to the Executive the discretionary
power of overruling it. The Government letter, authorizing the
Bank of England to meet the demands for discount and advances
upon approved securities beyond the limits of the circulation
prescribed by the Act of 1844, was issued on Nov. 12; but up to
the 30th the Bank had, on a daily average, to throw into
circulation about half a million of notes beyond the legal margin.
On Nov. 20, the illegal surplus circulation had risen to about a
million. What other proof was wanted of the mischievous futility
of Sir Robert Peel’s attempt at “regulating” the currency? The
Committee are quite right in affirming “that no system of
currency can secure a commercial country against the conse-
quences of its own imprudence.” ® But this sage remark is not to the
point. The question was, rather, whether the monetary panic,
which forms only one phase of the commercial crisis, may or may
not be artificially aggravated by legislative enactments.
In justification of the Bank Act, the Committee say:

“The main object of the legislation in question was undoubtedly to secure the
variation of the paper currency of the kingdom according to the same laws by
which a metallic circulation would vary. No one contends that the object has not
been attained.”

We remark in the first place that the Committee decline to state
their opinion as to the laws by which a metallic circulation would
vary; because they were afraid “they would not be able to arrive at
any conclusion without much difference of opinion.”“ In the
opinion of the bullionists, led by Sir Robert Peel, a merely metallic
circulation would contract or expand in accordance with the state
of the exchange—that is to say, gold would flow in with a favorable
exchange, while it would leave the country with an unfavorable one.
In the former case, general prices would rise; in the latter, they
would fall. Now, supposing these violent fluctuations of prices to be
inherent in a purely metallic circulation, Mr. J. S. Mill was certainly
right in stating before the Committee ¢ that the condition to be aimed

a Report from the Select Committee on the Bank Acts..., 1858, p. XXII.— Ed

b op. cit., p. XXV.— Ed.

¢ op. cit., p. XXIII.—Ed.

d Report from the Select Committee on the Bank Acts..., 1857, pp. 204-05.— Ed.
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at by a paper currency was not to imitate but to correct and
supersede such disastrous vicissitudes.

But the premises the bullionists proceed from in their reason-
ings have been proved to be imaginary. In countries where no
credit operations exist, and consequently no paper circulation, as,
comparatively speaking. was the case until recently in France, and
is still the case on a much greater scale throughout Asia, private
hoards of gold and silver are everywhere accumulated. When
bullion is drained by an unfavorable exchange,these hoards open
in consequence of a rise in the rate of interest. When the
exchange turns, the hoards again absorb the surplus of the
precious metals. In neither case, is a vacuum created in the
currency, nor the opposite. The efflux and influx of bullion affect
the state of the hoards, but not the state of the currency, and thus
no action at all is exercised upon general prices. What, then, does
the apology of the Committee amount to, that the Bank act of
1844, in periods of pressure, tends to create sudden fluctuations
of prices which it falsely supposes would occur on the foundation
of a purely metallic currency? But say the Committee, the
convertibility of the notes, which it is the first duty of the Bank to
maintain, is at least guaranteed by Sir Robert Peel’s act. They add:

“The supply necessarily maintained in the coffers of that establishment under
the provisions of the act of 1844, is greater than that which was ever maintained
under circumstances of pressure in former times. During the crisis of 1825, the
bullion fell to £1,261,000; in 1837 to £3,831,000, and in that of 1839 to
£2,406,000, while the lowest points to which it has fallen since 1844 have been, in
1847 £8.313,000, and in 1857 £6,080,000.”2

In the first instance, the convertibility of the notes was upheld in
all those panics, not because the Bank possessed bullion enough to
realize its promises, but simply because it was not asked to pay
them in gold. In 1825, for instance, the Bank withstood the run by
issuing £1 notes. If the comparatively greater bullion reserves in
1847 and 1857 are considered as simply the consequences of the
act of 1844, then, on the same reasoning, to the same act must be
attributed the fact that in 1857 the bullion reserve, despite
California and Australia, had sunk by more than £2,000,000 below
the level of 1847. But, although possessed of twice or thrice the
amount of gold which it had owned in 1825 and 1836, the Bank
of England, thanks to the provisions of Sir Robert Peel’s act,
trembled in 1847 and 1857 on the verge of bankruptcy. According

2 Report from the Select Committee on the Bank Acts..., 1858, p. XXIIl.— Ed.
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to the evidence of the Governor of the Bank;* the entire reserve of
the banking department on Nov. 12, 1857, the day of the issue of
the Treasury Letter, was only £580,751, its deposits at the same
time amounting to £22,500,000, of which near £6,500,000
belonged to London Bankers. But for the appearance of the
Treasury Letter, the shop must have been shut up. To raise or
reduce the rate of interest—and the Bank confesses that it had no
other means of acting upon the circulation —is an operation which
was applied before the passing of the act of 1844, and which, of
course, might still have been applied after its repeal. But, says the
Bank, the Directors want their virtue to be fortified by the act, and
it would not be expedient “to leave them to their own unresisted
wisdom and firmness.”® In ordinary times, when the act is
notoriously a dead letter, they want to be fortified by the fiction of
its legal operation, and in moments of pressure, the only moments
in which it can operate at all, they want to get rid of it by a
Government ukase.

Written on August 6, 1858 Reproduced from the newspaper

First published in the New-York Daly
Tribune, No. 5409, August 23, 1858 as a
leading article

2 Th. M. Weguelin— Ed.
b op. cit., p. XXV.—Ed.



Karl Marx

[COMMERCIAL CRISES AND CURRENCY
IN BRITAIN]*

There is, perhaps, no point in Political Economy in which there
exists more popular misapprehension than on the power which
banks of issue are commonly supposed to wield, of affecting
general prices through an expansion or contraction of currency.
The idea that the banks had unduly expanded the currency, thus
producing an inflation of prices violently to be readjusted by a
final collapse, is too cheap a method of accounting for every crisis
not to be eagerly caught at. The question, be it understood, is not
whether banks may be instrumental in fostering a fictitious system
of credit; but whether they possess the power of determining the
amount of circulation in the hands of the public.

A principle which is not likely to be contested is, that the
interest of every bank of issue prompts it to keep in circulation the
greatest possible amount of its own notes. If any bank can be
supposed to join the power to the will, it is certainly the Bank of
England. Now, if we consider the period from 1844 to 1857, for
instance, we shall find that, except in times of panic, the Bank,
notwithstanding the privilege of throwing its notes into the market
by the purchase-of public stocks, and notwithstanding successive
reductions in the rate of interest, has never been able to keep its
notes in circulation up to the legal margin. But there is another
phenomenon more striking still. During the period from 1844 to
1857, the general commerce of the United Kingdom has perhaps
trebled. British exports we know to have been doubled during the
last ten years. But, concurrently with this immense increase of
trade, the circulation of the Bank of England has actually
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diminished, and still continues gradually to decline. Take the
following figures:

Exports. Circulation of Notes.
1845 .. £60,110,000 £20,722,000
97,184,000 20,709,000
115,826,000 19,648,000
122,155,000 19,467,000

Thus, with exports increasing by £62,045,000, the circulation
has fallen by £1,255,000, though during the same period, by dint
of the Bank Act of 1844, the number of branches of the Bank of
England was increasing, that of the country banks of issue
competing with it was decreasing, and its own notes were
converted into legal tenders for country banks. It might perhaps
be supposed that the gold coin, supplied from new and fertile
sources, was instrumental in displacing part of the Bank of
England notes, by filling channels of circulation which these notes
formerly occupied. In fact, Mr. Weguelin,* in 1857 Governor of
the Bank of England, stated to the Committee of the House of
Commons that, on the part of the most competent persons, the
increase in the gold currency for the six years then last elapsed
was estimated at 30 per cent. The total gold circulation he believed
now to amount to £50,000,000. This addition to the gold coin,
however, was so little connected with the diminution of the paper
currency, that on the contrary, the smaller denominations of notes,
£5 and £10 notes, the only ones which could be superseded by coin
in the retail trade and in the circulation going on between traders
and consumers, have actually increased in number simultaneously
with the increase of the metallic currency. The proportions of such
increase are represented by the following table:

Per cent of total

Notes of £5 and £10. Note circulation.
1845 ..o, £9,698,000 46.9
1854 .. 10,565,000 51.0
1855 i 10,628,000 53.6
1856  ..ociiiii, 10,680,000 54.4
1857 e 10,659,000 54.7b

a Report from the Select Commiltee on the Bank Acts..., 1857, p. 3.— Ed.
b Report from the Select Commitiee on the Bank Acts..., 1858, p. XXVI.— Ed.



10 Karl Marx

The diminution has thus been limited to the higher descriptions of
bank notes, notes of £200 to £1,000 performing functions of
domestic circulation from which coin, properly so called, is almost
shut out. Such was the saving effected in the use of those notes that,
notwithstanding the extension of commerce, the general rise of
prices, and the increase in the small paper currency, the aggregate
note circulation went on gradually declining. From £5,856,000, to
which they had amounted in 1852, the number of bank notes of
£200 to £1,000 had sunk to £3,241,000 in 1857. While in 1844 they
still formed 26 per cent, they furnished in 1854 but 20.5, in 1855 but
17.5, in 1856 but 16.9, and in 1857 but 16.7 per cent of the total
circulation,”

This new feature in the paper currency of Great Britain arose
from the growing competition of the London joint-stock banks
with the private banks, and from the accumulation of vast sums in
their hands, consequent upon their practice of allowing interest on
deposits. On the 8th of June, 1854, after a long but vain
resistance, the London private bankers saw themselves forced to
admit the joint-stock banks to the arrangements of the clearing-
house, and, shortly after, the final clearing was adjusted in the
precincts of the Bank of England. The daily clearances being now
effected by transfers in the accounts kept by the several banks in
that establishment, the large notes formerly employed by the
bankers for the adjustment of their mutual accounts, Jost a vast
field of employment, and were consequently in great part thrown
out of circulation. Meanwhile the nine joint-stock banks of London
had increased their deposits from £8,850,774 in 1847 to
£43,100,724 in 1857, as shown in their published accounts.”
Whatever influence, therefore, banks may have exercised upon the
general tendency of trade, and upon prices, must have been
effected by the management of their deposits, that is, by credit
operations, instead of by an over-issue of notes, which they proved
unable to keep up even to the old margin of circulation.

How litile of real money, of Bank of England notes and gold,
enters into the wholesale transactions of British trade, may be
conclusively inferred from an analysis, forwarded to the Commons
Committee by Mr. Slater, a member of one of the largest London
firms, of a continuous course of commercial operations, extending
over several millions yearly. The proportions of receipts and

a Joc. cit.— Ed
b op. cit.,, p. V.—Ed
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payments are reduced to the scale of £1,000,000 only, for the year
1856, and read as follows:

RECEIPTS.
In Bankers’ drafts and Bills of Exchange payable after date .......... £533,596
In checks on Bankers payable on demand ... 357,715
In country Bankers’ notes .........c.ccocoovveiiinininnincc e 9,627
TOUAL Lo £900,938
In Bank of England notes ... £68,554
Inogold .o £28,089
In silver and copper ... 1,486
In Post-Office orders 933
Total .o £99,062
Grand total ... £1,000,000
PAYMENTS.
By Bills of Exchange, payable after date ............cc.ooceecevveninnne. £302,674
By Checks on London Bankers................ 663,672
TOtAL Lo £966,346
By Bank of England notes ........cccccvcevinnineiiiininecnieiseiene £22,743
By 2old oo 9,427
By silver and copper ... 1,484
TOAL oo £33,654
Grand total «.c.oeeviiiiciicei e £1,000,600*

These figures may be taken as an illustration of the British
wholesale trade, which centers in London. It is here shown that of
money received, Bank of England notes amount to less than 10
per cent, and gold and silver to only 3 per cent of the currency.
Of the payments made, Bank of England notes are but 2 per cent,
and gold and silver only 1 per cent of the currency. On the other
hand, payments are received in a ratio of about 90 per cent, and
are made at nearly 97 per cent in that portion of the currency
formed by the credit and the capital of the traders themselves.

From an analysis of the issues of the New-York banks—say for
the last six years—we must arrive at the same conclusion, viz.: that

a op. cit., p. LXXI.— Ed.
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the amount of notes in circulation is beyond the control of the
banks themselves, and was actually contracting during the very
epoch when trade expanded, and general prices underwent a
process of inflation, resulting in a collapse. The vulgar notion,
therefore, which refers the recent crisis, and crises generally, to an
over-issue of bank notes, must be discarded as altogether
imaginary.

Written on August 10, 1858 Reproduced from the newspaper

First published in the New-York Daily
Tribune, No. 5414, August 28, 1858 as a
leading article
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HISTORY OF THE OPIUM TRADES®

The news of the new treaty? wrung from China by the allied
Plenipotentiaries has, it would appear, conjured up the same wild
vistas of an immense extension of trade which danced before the
eyes of the commercial mind in 1845, after the conclusion of the
first Chinese war.® Supposing the Petersburg wires to have spoken
truth, is it quite certain that an increase of the Chinese trade must
follow upon the multiplication of its emporiums? Is there any
probability that the war of 1857-8 will lead to more splendid
results than the war of 1841-2? So much is certain that the treaty
of 1843, instead of increasing American and English exports to
China proved instrumental only in precipitating and aggravating
the commercial crisis of 1847. In a similar way, by raising dreams
of an inexhaustible market and by fostering false speculations, the
present treaty may help preparing a new crisis at the very moment
when the market of the world is but slowly recovering from the
recent universal shock. Beside its negative result, the first
opium-war succeeded in stimulating the opium trade at the
expense of legitimate commerce, and so will this second opium-
war do, if England be not forced by the general pressure of the
civilized world to abandon the compulsory opium cultivation in
India and the armed opium propaganda to China. We forbear
dwelling on the morality of that trade, described by Montgomery
Martin, himself an Englishman, in the following terms:

“Why, the slave trade was merciful compared with the opium trade: We did not
destroy the bodies of the Africans, for it was our immediate interest to keep them
alive; we did not debase their natures, corrupt their minds, nor destroy their souls.

a Published in The Times, No. 23109, September 27, 1858.— Ed.
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But the opium seller slays the body after he has corrupted, degraded, and annihilated
the moral being of unhappy sinners, while every hour is bringing new victims to a
Moloch which knows no satiety, and where the English murderer and Chinese suicide
vie with each other in offerings at his shrine.” 2

The Chinese cannot take both goods and drug; under actual
circumstances, extension of the Chinese trade resolves into
extension of the opium trade; the growth of the Ilatter is
incompatible with the development of legitimate commerce—these
propositions were pretty generally admitted two years ago. A
Committee of the House of Commons, appointed in 1847 to take
into consideration the state of British commercial intercourse with
China, reported thus:

“We regret that the trade with that country has been for some time in a very
unsatisfactory condition, and that the result of our extended intercourse Las by no means
realized the just expectations which had naturally been founded in a free access to so
magnificent a market. We find that the difficulties of the trade do not arise from any
want of demand in China for articles of Briush manufactures, or from the
increasing competition of other nations; the payment for opium absorbs the silver to
the great inconvenience of the general traffic of the Chinese, and tea and silk must
in fact pay the rest.”b

The Friend of China, of July 28, 1849, generalizing the same
proposition, says in set terms:

“The opium trade progresses steadily. The increased consumption of teas and
silk in Great Britain and the United States would merely result in the increase of
the opium trade; the case of the manufacturers is hopeless.”

One of the leading American merchants in China reduced, in an
article inserted in Hunt’'s Merchant’s Magazine, for January, 1850,
the whole question of the trade with China to this point:

“Which branch of commerce is to be suppressed, the opium trade or the export
trade of American or English produce?”

The Chinese themselves took exactly the same view of the case.
Montgomery Martin narrates:

“I inquired of the Taoutai¢ at Shanghai which would be the best means of
increasing our commerce with China, and his first answer to me, in presence of
Capt. Balfour, Her Majesty’s Consul, was: ‘Cease to send us so much opium and we
will be able to take your manufactures.’”d

a R. M. Martin, China; Political, Commercial, and Social, Vol. 11, London, 1847,
p- 261.—Ed.

b The Economist, No. 209 (supplement), August 28, 1847, pp. 1014-15.— Ed.

¢ High official.— Ed.

d R. M. Martin, op. cit., p. 258.— Ed.
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The history of general commerce during the last eight years has,
in a new and striking manner, illustrated these positions; but,
before analyzing the deleterious effects on legitimate commerce of
the opium trade, we propose giving a short review of the rise and
progress of that stupendous traffic, which, whether we regard the
tragical collisions forming, so to say, the axis round which it turns,
or the effects produced by it on the general relations of the
Eastern and Western worlds, stands solitary on record in the
annals of mankind.

Previous to 1767 the quantity of opium exported from India did
not exceed 200 chests, the chest weighing about 133 Ibs. Opium
was legally admitted in China on the payment of a duty of about
$3 per chest, as a medicine; the Portuguese who brought it from
Turkey being its almost exclusive importers into the Celestial
Empire.

In 1773, Colonel Watson and Vice-President Wheeler— persons
deserving to take a place among the Hermentiers, Palmers and
other poisoners of world-wide fame—suggested to the East India
Company’ the idea of entering upon the opium traffic with
China. Consequently, there was established a depot for opium in
vessels anchored in a bay to the southwest of Macao. The
speculation proved a failure. In 1781 the Bengal Government sent
an armed vessel, laden with opium, to China; and, in 1794, the
Company stationed a Jjarge opium vessel at Whampoa, the
anchorage for the port of Canton. It seems that Whampoa proved
a more convenient depot than Macao, because, only two years
after its selection, the Chinese Government found it necessary to
pass a law which threatens Chinese smugglers of opium to be
beaten with a bamboo and exposed in the streets with wooden
collars around their necks. About 1798, the East India Company
ceased to be direct exporters of opium, but they became its
producers. The opium monopoly was established in India; while
the Company's own ships were hypocritically forbidden from
trafficking in the drug, the licenses it granted for private ships
trading to China contained a provision which attached a penalty to
them if freighted with opium of other than the Company’s own
make.

In 1800, the import into China had reached the number of
2,000 chests. Having, during the eighteenth century, borne the
aspect common to all feuds between the foreign merchant and the
national custom-house, the struggle between the East India
Company and the Celestial Empire assumed, since the beginning
of the nineteenth century, features quite distinct and exceptional;
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while the Chinese Emperor,® in order to check the suicide of his
people, prohibited at once the import of the poison by the
foreigner, and its consumption by the natives, the East India
Company was rapidly converting the cultivation of opium in India,
and its contraband sale to China, into integral parts of its own
financial system. While the semi-barbarian stood on the principle
of morality, the civilized opposed the principle of pelf. That a
giant empire, containing almost one-third of the human race,
vegetating to the teeth of time, insulated by the forced exclusion
of general intercourse, and thus contriving to dupe itself with
delusions of Celestial perfection—that such an empire should at
last be overtaken by the fate on occasion of a deadly duel, in
which the representative of the antiquated world appears prompt-
ed by ethical motives, while the representative of overwhelming
modern society fights for the privilege of buying in the cheapest
and selling in the dearest markets—this, indeed, is a sort of
tragical couplet, stranger than any poet would ever have dared to
fancy.

Written on August 31, 1858 Reproduced from the newspaper

First published in the New-York Daily
Tribune, No. 5433, September 20, 1858
as a leading article

2 Tao Kuang.— Ed.
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HISTORY OF THE OPIUM TRADE?

It was the assumption of the opium monopoly in India by the
British Government, which led to the proscription of the opium
trade in China. The cruel punishments inflicted by the Celestial
legislator® upon his own contumacious subjects, and the stringent
prohibition established at the China custom-houses, proved alike
nugatory. The next effect of the moral resistance of the Chinaman
was the demoralization, by the Englishman, of the Imperial
authorities, custom-house officers and mandarins generally. The
corruption that ate into the heart of the Celestial bureaucracy, and
destroyed the bulwark of the patriarchal constitution, was,
together with the opium chests, smuggled into the Empire from
the English storeships anchored at Whampoa.

Nurtured by the East India Company, vainly combatted by the
Central Government at Pekin, the opium trade gradually assumed
larger proportions, until it absorbed about $2,500,000 in 1816.
The throwing open in that year of the Indian commerce, with the
single exception of the tea trade, which still continues to be
monopolized by the East India Company, gave a new and
powerful stimulus to the operations of the English contrabandists.
In 1820, the number of chests smuggled into China had increased
to 5,147; in 1821, to 7,000, and in 1824, to 12,639. Meanwhile, the
Chinese Government, at the same time that it addressed threaten-
ing remonstrances to the foreign merchants, punished the Hong
merchants,” known as their abettors, developed an unwonted
activity in its prosecution of the native opium consumers, and, at
its custom-houses, put into practice more stringent measures. The
final result, like that of similar exertions in 1794, was to drive the
opium depots from a precarious to a more convenient basis of

2 Hien-Fung.— Ed.
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operations. Macao and Whampoa were abandoned for the Island
of Lintin, at the entrance of the Canton River, there to become
permanently established in vessels armed to the teeth, and well
manned. In the same way, when the Chinese Government
temporarily succeeded in stopping the operations of the old
Canton houses, the trade only shifted hands, and passed fo a
lower class of men, prepared to carry it on at all hazards and by
whatever means. Thanks to the greater facilities thus afforded, the
opium trade increased during the ten years from 1824 to 1834
from 12,639 to 21,785 chests.?

Like the years 1800, 1816 and 1824, the year 1834 marks an
epoch in the history of the opium trade. The East India Company
then lost not only its privilege of trading in Chinese tea, but had to
discontinue and abstain from all commercial business whatever. It
being thus transformed from a mercantile into a merely govern-
ment establishment, the trade to China became completely thrown
open to English private enterprise, which pushed on with such
vigor that, in 1837, 39,000 chests of opium, valued at $25,000,000,
were successfully smuggled into China, despite the desperate
resistance of the Celestial Government. Two facts here claim our
attention: First, that of every step in the progress of the export
trade to China since 1816, a disproportionately large part
progressively fell upon the opium-smuggling branch; and second-
ly, that hand in hand with the gradual extinction of the ostensible
mercantile interest of the Anglo-Indian Government in the opium
trade, grew the importance of its fiscal interest in that illicit traffic.
In 1837 the Chinese Government had at last arrived at a point
where decisive action could no longer be delayed. The continuous
drain of silver, caused by the opium importations, had begun to
derange the exchequer, as well as the moneyed circulation of the
Celestial Empire. Heu Naetse, one of the most distinguished
Chinese statesmen, proposed to legalize the opium trade and make
money out of it; but after a full deliberation, in which all the high
officers of the Empire shared, and which extended over a period
of more than a year’s duration, the Chinese Government decided
that, “On account of the injuries it inflicted on the people, the
nefarious traffic should not be legalized.” As early as 1830, a duty
of 25 per cent would have yielded a revenue of $3,850,000. In
1837, it would have yielded double that sum, but then the Celestial
barbarian declined laying a tax sure to rise in proportion to the
degradation of his people. In 1853, Hien-Fung, the present

2 N. Allen," An Essay on the Opium Trade, Boston, 1850, p. 15.— Ed.
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Emperor, under still more distressed circumstances, and with the
full knowledge of the futlity of all efforts at stopping the
increasing import of opium, persevered in the stern policy of his
ancestors. Let me remark, en passani, that by persecuting the
opium consumption as a heresy the Emperor gave its traffic all the
advantages of a religious propaganda. The extraordinary mea-
sures of the Chinese Government during the years 1837, 1838 and
1839, which culminated in Commissioner Lin’s arrival at Canton,
and the confiscation and destruction, by his orders, of the
smuggled opium, afforded the pretext for the first Anglo-Chinese
war, the results of which developed themselves in the Chinese
rebellion, the utter exhaustion of the Imperial exchequer, the
successful encroachment of Russia from the North, and the
gigantic dimensions assumed by the opium trade in the South.
Although proscribed in the treaty with which England terminated
a war, commenced and carried on in its defense, the opium trade
has practically enjoved perfect impunity since 1843. The importa-
tion was estimated, in 1856, at about $35,000,000, while, in the
same year, the Anglo-Indian Government drew a revenue of
$25,000,000, just the sixth part of its total State income, from the
optum monopoly. The pretexts on which the second opium war
has been undertaken are of too recent date to need any
commentary.

We cannot leave this part of the subject without singling out one
flagrant self-contradiction of the Christianity-canting and civiliza-
tion-mongering British Government. In its imperial capacity it
affects to be a thorough stranger to the contraband opium trade,
and even to enter into treaties proscribing it. Yet, in its Indian
capacity, it forces the opium cultivation upon Bengal, to the great
damage of the productive resources of that country; compels one
part of the Indian ryots to engage in the poppy culture; entices
another part into the same by dint of money advances; keeps the
wholesale manufacture of the deleterious drug a close monopoly
in its hands; watches by a whole army of official spies its growth,
its delivery at appointed places, its inspissation and preparation for
the taste of the Chinese consumers, its formation into packages
especially adapted to the conveniency of smuggling, and finally its
conveyance to Calcutta, where it is put up at auction at the
Government sales, and made over by the State officers to the
speculators, thence to pass into the hands of the contrabandists
who land it in China. The chest costing the British Government
about 250 rupees is sold at the Calcutta auction mart at a price
ranging from 1,210 to 1,600 rupees. But not yet satisfied with this
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matter of fact complicity, the same Government, to this hour,
enters into express profit and loss accounts with the merchants
and shippers, who embark in the hazardous operation of
poisoning an empire.

The Indian finances of the British Government have, in fact,
been made to depend not only on the opium trade with China,
but on the contraband character of that trade. Were the Chinese
Government to legalize the opium trade simultaneously with
tolerating the cultivation of the poppy in China, the Anglo-Indian
exchequer would experience a serious catastrophe. While openly
preaching free trade in poison, it secretly defends the monopoly
of its manufacture. Whenever we look closely into the nature of
British free trade, monopoly is pretty generally found to lie at the
bottom of its “freedom.”

Written on September 3, 1858 Reproduced from the New-York

. . 3 i Daily Tribune
First published in the New-York Daily
Tribune, No. 5438, September 25, 1858
as a leading article; reprinted in the
New-York Semi-Weekly Tribune, No. 1392,
September 28, 1858 and the New-York
Weekly Tribune, No. 890, October 2, 1858
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ANOTHER STRANGE CHAPTER OF MODERN
HISTORY ¥

London, Sept. 7, 1858

Some months ago I sent you a series of documents relating to
the attempted betrayal of the Circassians by Mehemed Bey, alias
Col. Bangya.* A new chapter has since been added to this strange
episode of the Circassian war; declarations and counter-
declarations from the different parties involved giving rise, first, to
serious feuds between the Hungarian and Polish emigrations at
Constantinople, then to angry debates at the London headquarters
of exiled Europe, as to the alleged complicity with Bangya of
certain prominent personages. Fully aware of the interest attached
by the revolutionary emigration of all shades and all nationalities
to publications in the Tribune, 1 deliberately abstained from
returning to the charge before the originals of some letters
appearing in Constantinople papers, but the authenticity of which
was afterward contested, had been shown to me, and before I had
made sure of all the points at issue. However, I should consider it
a breach of duty not to counteract the cowardly maneuvers
intended to burke all further inquiry, and to throw a vail of
mystery over the whole affair. If there exist a portion of the
revolutionary emigration who think fit to conspire with the
Russian Cabinet, and to side even with such professional spies as
Bangya, let them come forward and have the courage of their
opinions.

You will recollect that Bangya’s confession, and the other papers
attached to it, were brought to Constantinople by Lieut. Stock of
the Polish detachment in Circassia, bearer of dispatches from Col.

a See the article “A Curious Piece of History” (present edition, Vol. 15).— Ed.
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Yapinski, his chief, and a member of the Military Commission
which tried Bangya. Lieut. Stock stayed four months in Constan-
tinople, to bear testimony to the truth of Lapinski’'s charges of
treachery against Bangya, in case any judicial proceeding should
be resorted to. In his confession, Bangya had identified Kossuth,
Gen. Stein, Col. Tirr, and the part of the Hungarian emigration,
headed by Kossuth, with his own intrigues in Circassia. The Poles,
at Constantinople, on receiving communication of the news and
papers brought by Lieut. Stock, did not implicitly accept as true
the charges made by Bangya against his countrymen, but
distrusting their genuineness, resolved to keep the documents in
their possession. While waiting for further news from Circassia,
they limited themselves to the insertion in the Presse d’Orient of a
short notice of the treason and condemnation of Mehemed Bey,
alias Bangya. After the appearance of this paragraph they received
visits from several Hungarians, amongst others from Col. Tirr,
who declared it to be an insult to himself, as a Hungarian, and to
all the emigration. However, having read the papers which came
from Circassia, Tirr, after denials of a very unsatisfactory nature
as to Bangya’s assertions relating to his own complicity, exclaimed
that Bangya ought to be hung, and begged that an emissary be
sent to Sepher Pasha to press him to confirm and execute the
sentence of the Commission. He was then ailowed by the Poles to
take with him a letter from Bangya exhorting his countrymen to
abstain from all intervention in Circassia and from ali intrigue
against the Poles.

“As for our plans,” says Bangya in this letter, “they are forever ruined, and 1
am at the mercy of Lapinski.”?

The Poles, not content with communicating the papers after-
ward printed in the Tribune, to Tirr and other Hungarians, gave
another unmistakable proof of their good faith. To ingratiate
himself, after his condemnation to death, with his judges, by
proving to them that he was ready to make a clean hreast of ail he
knew, Bangya had revealed to Lapinski, the President of the Court
Martial, all the history of the preparations of his countrymen
against Austria. He told him the nature of their resources, the
cities where they were forming arm-depots, and the names of the
individuals in charge of them. The Poles at once informed the
Hungarians of the danger which menaced them, showed them all
the papers they had received on these matters, which have never

a Quoted from The Free Press, No. 20, August 25, 1858.— Ed.
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been published, and to assure them that they would ever be kept
secret, proposed that they should be sealed up in their presence
with their own seals. These papers are still in existence, with
the seals unbroken. Among the individuals who put on these
seals are Tiirr, Tukéry (Selim Agha), Thalmayr (Emin Agha)
and other chiefs of the Kalmar emigration at Constantinople
who subsequently signed manifestoes® in vindication of
Bangya.'!

Shortly after Tirr’s interview with the Poles, there appeared in
the lithographed correspondence of Havas at Paris a telegraphic
dispatch to the following effect:

“A letter of Col. Turr, received at Marseilles, gives the lie to the assertions of

the Presse d’Orient relating to the treason and condemnation of Col. Mehemed
Bey.”
7

This paragraph was reproduced in most of the European prints.
At the same time some Hungarians produced letters from
Circassia in the office of the Presse d’Orient stating that Mehemed
Bey was free, and in continued relations with Sepher Pasha.
Bangya was presented to the public as a martyr to the cause of
liberty; Col. Lapinski was accused of forgery and other crimes,
and the Poles at Constantinople were made to appear his
accomplices. Even ridiculous attempts at intimidating the Poles
were resorted to. It was only then that the latter gave publicity to
Bangya’s confession and the papers attached to it in the Tribune®
and the London Free Press© Meanwhile, Bangya arrived at
Constantinople, and presented himself at the office of the Presse
d’Orient. The editors of that journal told him that they had
published the news concerning him because they had not the least
reason to doubt its veracity, but that they were ready to rectify it,
if he was able to bring irrefutable proofs of its falsehood. Bangya
contented himself with answering that all was false, that he was the
victim of an intrigue, and then narrated a mass of details which he
was not interrogated upon, as to the events in Circassia. On the
question how he, a Turkish officer, the Circassian Commander-in-
Chief, could have written a letter evidently destined for the
Russian General Philipson, a letter sufficient to prove all the
accusations preferred against him, he contrived to slip this
dangerous ground by negligently replying that he was preparing

a “Charge of Hungarian Treachery”, The Free Press, No. 18, June 30, 1858.— Ed.
b See the article “A Curious Piece of History” (present edition, Vol. 15).— Ed.
¢ “Recent Treachery in Circassia”, The Free Press, No. 16, May 12, 1858.— Ed.
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an answer to the confession falsely attributed to him. He ended
the conversation by promising to answer in the journal the charges
brought against him; a proposal accepted on the condition that his
letter should contain no individual attacks. A French officer, a
French priest and an Armenian publicist were present at this
meeting, and declared themselves willing to bear witness before any
tribunal. In a second interview, on the 25th of April, Bangya
handed over to the editors of the Presse d’Orient his letter, which,
contrary to the agreement, vilified Col. Lapinski and Ibrahim Bey,
while taking care to suppress the name of Lieut. Stock, who,
unfortunately, was still remaining at Constantinople. After some
alterations, insisted upon by the editors, had been made in the
letter, it appeared in the -Presse d’Orient. Its principal points are
these:

“I have been the victim of an infamous intrigue on the part of Ibrahim Bey and
Mr. Lapinski. It was on the 31st December last, toward evening, that Ibrahim Bey
sent for me to his house for a private conversation. I went unarmed. Hardly had I
entered the room of Ibrahim Bey, where I found my enemies assembled, than I
was arrested, and during the same night conducted toward Aderbi. Being in the
power of my enemies, my life and that of my whole family ran the greatest danger;
but for the menaces of the Circassians I should have been assassinated. But at last,
on the 19th of March, the Circassian chiefs set me at liberty, and it was the turn of
Lapinski, Ibrahim Bey and Sepher Pasha himself, to trouble and to ask my pardon
for all the evil they had done me. One word from me would have sufficed to make
their heads roll in the dust.... As to the seizure of papers which proved treason, or
a council of Circassian chiefs and European officers, any condemnation whatever,...
all these fine things are the inventions of the correspondent, agent and gossip of
Mr. Lapinski.... The pretended historical memoir of which you have the copy
under your eyes, is a romance fabricated in part at Constantinople by Mr. T , and
revised by Mr. Lapinski. It is an intrigue prepared long since and combined since my
departure for Circassia. This paper is destined to compromise an illustrious
personage and to draw money from a great power.”?

Some days after the insertion of this his letter in the Presse
d’Orient, Bangya, from reasons best known to himself, with a cool
impudence characteristic of the man, declared in the Journal de
Constantinople that the editor of the Presse d’Orient had modified
his letter in such a way as to disable him from acknowledging its
authenticity. Now, I have seen the original letter, I know Bangya’s
handwriting, and I can bear witness that all the modifications
complained of ar€ simply the substitution of initials for names and
the addition of some introductory lines in which the editors of the
Presse d’Orient are complimented on the exactitude of their

2 Bangya’s letter, published in La Presse d’Orient on April 28, 1858, is quoted from
The Free Press, No. 18, June 30, 1858.— Ed.
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information. All Bangya wanted was to throw doubts into the
public mind. Unable to utter anything further, he, as if re bene
gesta® resolved to wrap himself up in the stubborn silence of
persecuted virtue. Meanwhile there appeared two documents in
the London papers—the one signed by the chiefs of the
Hungarian emigration at Constantinople, the other by Col. Tirr.
In the former, the same men who had put their seals on the
papers proving Bangya’s guilt profess their belief that “Bangya
will be able to justify himself,” affect to “consider the affair of
Mehemed Bey as an individual matter,” and “as one devoid of all
international character,” while they stigmatize the friends of Col.
Lapinski as “demons whose aim it is to sow discord between the
two emigrations.” Tiurr, who has, meanwhile, transformed himself
into Achmet Kiamil Bey, declares in his letter:

“Hardly had I heard of the arrival of Mehemed Bey at Constantinople, when I
went to see him, accompanied by Capt. Kabat (a Pole), and categorically inquired of
him if the confessions contained in the memorandum which has been published in
the newspapers were true. He replied that he had treacherously been arrested, and
had been taken before a commission consisting of Poles, but that, after two sittings
of this commission, M. Lapinski, the commander of eighty-two Poles in Circassia,
had come to see him in his confinement, and had told him that all his confessions
before the commission would be of no use; that to serve his (Lapinski’s) plans it
would be necessary for him (Mehemed Bey) to write with his own hand a
memorandum, already written and arranged by Lapinski. He (Mehemed Bey)
refused to wrile the first memorandum submitted to him, and which was the one the
journals had published. Lapinski then modified it, and prepared a second, which he
(Mehemed Bey) wrote and signed, under a threat to be shot, and thus to be disabled
to defend himself against the accusations with which Lapinski was sure to stain his
memory after his death. The original of this document has hitherto never been
produced.

“After this declaration of Mehemed Bey, I am not in a position to know which of
the two is the scoundrel™b

Now it will be seen at once that Tirr asserts Bangya to have
only signed his confession when compelled and menaced by
t.apinski, while at the same time Bangya himself declares that his
confession was fabricated at Constantinople, and even before his
departure for Circassia.

All these maneuvers were at last put an end to by the arrival of
letters of Sepher Pasha, and of a great number of Circassians. A
deputation of the latter called on the editor of the Presse d’Orient,
affirmed all the published details of Bangya’s treachery, and

a Everything was all right.— Ed.
b “Charge of Hungarian Treachery”, The Free Press, No. 18, June 30, 1858.— Ed.
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declared themselves ready to bear testimony, by an oath on the
Koran, to the truth of their assertions, before Bangya himself and
any number of witnesses. Neither did Bangya dare to present
himself before this tribunal of honor, nor did Turr, Tukory,
Kalmidr, Veress and his other supporters, compel him to come
forward and prove his innocence.

Still, during the Russian war, Mr. Thouvenel, the French
Embassador, had written to Paris for information concerning
Bangya, and learned that he was a spy at the service of whoever
would pay him. Mr. Thouvenel applied for his removal from
Anapa, but Bangya defended himself by testimonials from
Kossuth. To the appeal to the fraternity of nations in the
Hungarian manifesto, to which we have referred, the Poles were
justified in answering as follows:

“You talk to us of the fraternity of nations; we have taught you that fraternity
in the defiles of the Carpathians, on all the roads of Transylvania, in the plains of
the Theiss and of the Danube. The Hungarian people will not have forgotten it, as
forgot it those constitutionalists who, in 1848, voted millions of florins and
thousands of men against Italy—as forgot it those republicans who, in 1849, were
begging a king from Russia—as forgot it those chiefs of the State who, in the midst
of a war for independence and liberty, were crying out to expel from the
Hungarian territory all the Wallachian people—as forgot it those market-place
orators in their peregrinations through America. Did he? at least tell the
Americans-——who paid him as they pay a Lola Montez or a Jenny Lind—did he tell
them that he, the orator, was the first to leave his dying country, and that the last
who abandoned that blood-stained land, just about to be covered with sorrows, was
an old general, a hero and a Pole, Bem?”P

To complete our relation we add the following letter of Col.
Lapinski:

Col. Lapinski to ... Pasha

. [Extract.]

Aderbi, Circassia,

Sir: It is now nearly two years since I arrived here, yielding to your request and
trusting to your word. I need not remind your Excellency how the latter has been
kept. I have remained without arms, without clothes, without money, and even
without a sufficiency of food.

All this, T trust, is not to be attributed to any ill-will on the part of your
Excellency, but to other causes, and especially to your unfortunate connection with
men who bear no interest to your country. During one year one of the most subtle
of the Russian spies was forced upon me. With God’s help I baffled his intrigues,
showed him I knew him, and now I have him in my power. I entreat of your
Excellency to break off all intercourse with the Hungarians; avoid especially Stein
and Tiirr—they are Russian spies. The other Hungarians serve the Russians,
partly unknowingly. Do not let yourself be deceived by any projects of

a The reference is to Lajos Kossuth.— Ed.
b The Free Press, No. 20, August 25, 1858.— Ed.
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manufactories, mines, and extensive commerce. Every half-penny thus laid out
would be thrown into the street, and that is just whither tend all the efforts of
M. Tiirr, who only wishes your money to be spent in such a way that it may do no
good to your country and no harm to the Russians. What we require here is: a
gunpowder manufactory, a machine for striking money, a little printing press, a
mill for grinding flour, and arms, which are not only bad here, but twice as dear as
at Constantinople; even the bad saddles of the country cost twice as much as the
French military saddles. As to mines it is altogether childish to think of them. Here
every half-penny must be spent for the defense of the country, and not employed
in speculations. Employ all your means in training troops; then not only will you be
contributing to the welfare of your country, but you will obtain personal influence
for yourself. Do not waste your means in trying to gain a party. The state of the
country appears tranquil at present, but it is in reality fatal. Sepher Pasha and
Naib2 are not vet reconciled, and that because the Russian spies prevent it. Do not
regret the money you will spend in training troops here. It is the only money well
spent. Do not think of cannons. Having been brought up in the artillery, I surely
know their value. What I foretold before my departure, has happened. At first the
Russians were surprised at the sound of them, now they laugh at them. Where 1
put two they put twenty; and if I have no regular troops to defend mine, the
Russians will take them, as the Circassians do not know how to defend them, and
we ourselves may be taken prisoners.

One last word. My men and myself are ready, Pasha, to devote ourselves to the
defense of your country, and in eight months from hence I shall increase my
detachment to 600 chasseurs, 260 horsemen, 260 artillery, if you send me what is
necessary to equip and arm them.

If within two months [ receive nothing, 1 shall embark and return to Turkey,
and all the blame will rest upon you—not upon me or the Poles. I neither intend
making use of nor deceiving the Circassians. 1f I cannot properly serve their cause
and my own, I leave them.

I have sent Stock to Constantinople. It would be better for you to give him all
you can, and send him back immediately. May God keep you under his protection. Put
off nothing till the morrow, I bheseech you. Lose not a moment; for dearly will
you yourself pay for the time that is lost.

Fapiriskid

Written on September 7, 1858 Reproduced from the newspaper

First published in the New-York Daily
Tribune, No. 5436, September 23, 1858

a2 Mohammed-Amin.— Ed.
b The Free Press, No. 20, August 25, 1858.— Ed.
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[THE ANGLO-CHINESE TREATY]"

The unsuccessful issue, in a commercial point of view, of Sir
Henry Pottinger’s Chinese treaty, signed on August 29, 1842, and
dictated, like the new treaties with China, at the cannon’s mouth,
is a fact now recollected even by that eminent organ of British
Free Trade, the London Economist.” Having stood forward as one
of the staunchest apologists of the late invasion of China, that
journal now feels itself obliged to “temper” the sanguine hopes
which have been cultivated in other quarters. The Economist
considers the effects on the British export trade of the treaty of 1842,
“a precedent by which to guard ourself against the result of mistaken
operations.” This certainly is sound advice. The reasons, however,
which Mr. Wilson alleges in explanation of the failure of the first
attempt at forcibly enlarging the Chinese market for Western
produce, appear far from conclusive.

The first great cause pointed out of the signal failure is the
speculative overstocking of the Chinese market, during the first
three years following the Pottinger treaty, and the carelessness of
the English merchants as to the nature of the Chinese demand.
The English exports to China which, in 1836, amounted to
£1,326,000, had fallen in 1842 to £969,000. Their rapid and
continued rise during the following four years, is shown by these
figures:

1842 s £969,000 1844 ... £2,305,000
1843 e 1,456,000 1845 .......ccoovvevrirnnn. 2,395,000

2 Here and below see the article “The Commercial Effects of the Treaty with
China. The Export Trade”, The Economist, No. 784, September 4, 1858.-—Ed.
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Yet in 1846 the exports did not only sink below the level of
1836, but the disasters overtaking the China houses at London
during the crisis of 1847 proved the computed value of the exports
from 1843 to 1846, such as it appears in the official return tables,
to have by no means corresponded to the value actually realized. If
the English exporters thus erred in the quantity, they did not less
so in the quality of the articles offered to Chinese consumption. In
proof of the latter assertion, The Economist quotes from Mr.
W. Cooke, the late correspondent of the London Times at
Shanghai and Canton, the following passages:

“In 1843, 1844 and 1845, when the northern ports had just been opened, the
people at home were wild with excitement. An eminent firm at Sheffield sent out a
large consignment of knives and forks, and declared themselves prepared to supply
all China with cutlery. [...] They were sold at prices which scarcely realized their
freight. A London house, of famous name, sent out a tremendous consignment of
pianofortes, which shared the same fate. What happened in the case of cutlery and
pianos occurred also, in a less noticeable manner, in the case of worsted and cotton
manufactures. Manchester made a great blind effort when the ports were opened,
and that effort failed. Since then she has fallen into an apathy, and trusts to the
chapter of accidents.”

Lastly, to prove the dependence of the reduction, maintenance
or improvement of the trade, on the study of the wants of the
consumer, The Economist reproduces from the same authority the
following return for the year 1856:

1845. 1846. 1856.
Worsted Stuffs (pieces) .. 13,569 8,415 7,428
Camlets ....... 13,374 8,034 4,470
Long ells 91,530 75,784 36,642
Woolens .......ccoeeeveeneeenn. 62,731 56,996 38,5653
Printed Cottons ............. 100,615 81,150 281,784
Plain Cottons ................. 2,998,126 1,859,740 2,817,624
Cotton Twist, lbs........... 2,640,090 5,324,050 5,579,600

Now all these arguments and illustrations explain nothing
beyond the reaction following the overtrade of 1843-45. It is a
phenomenon by no means peculiar to the Chinese trade, that a
sudden expansion of commerce should be followed by its violent
contractions, or that a new market, at its opening, should be
choked by British oversupplies; the articles thrown upon it being
not very nicely calculated, in regard either to the actual wants or
the paying powers of the consumers. In fact, this is a standing
feature in the history of the markets of the world. On Napoleon’s
fall, after the opening of the European continent, British imports
proved so disproportionate to the continental faculties of absorp-
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tion, that “the transition from war to peace” proved more
disastrous than the continental system itself.”” Canning’s recogni-
tion of the independence of the Spanish colonies in America, was
also instrumental in producing the commercial crisis of 1825.
Wares calculated for the meridian of Moscow, were then
dispatched to Mexico and Colombia. And in our own day,
notwithstanding its elasticity, even Australia has not escaped the
fate common to all new markets, of having its powers of
consumption as well as its means of payment over-stocked. The
phenomenon peculiar to the Chinese market is this, that since its
opening by the treaty of 1842, the export to Great Britain of tea and
silk of Chinese produce has continually been expanding, while the
import trade into China of British manufactures has, on the whole,
remained stationary. The continuous and increasing balance of trade
in favor of China might be said to bear an analogy to the state of
commercial balance between Russia and Great Britain; but, then, in
the latter case, everything is explained by the protective policy of
Russia, while the Chinese import duties are lower than those of any
other country England trades with. The aggregate value of Chinese
exports to England, which before 1842 might be rated at about
£7,000,000, amounted in 1856 to the sum of about £9,500,000.
While the quantity of tea imported into Great Britain never reached
more than 50,000,000 lbs. before 1842, it had swollen in 1856 to
about 90,000,000 Ibs. On the other hand, the importance of the
British import of Chinese silks only dates from 1852. Its progress
may be computed from the following figures:

1852 1853. 1854. 1855, 1856.
Silk imp’d. Ib. 2,418,343 2,838,047 4,576,706 4,436,862 3,723,693
Value ........ £ - — 3.318,112 3,013,396 3,676,116

Now take, on the other hand, the movement of the

BRITISH EXPORTS TO CHINA, VALUED IN POUNDS STERLING.
1834 L £842,852 1836 .o £1,326,388
1835 e 1,074,708 1838 i 1,204,356

For the period following the opening of the market in 1842 and
the acquisition of Hong Kong by the British, we find the following
returns:

1845 (i, £2,359,000 1853 e £1,749,597
1846 .o 1,200,000 1854 1,000,716
1848 (oo, 1,445,950 1855 .. 1,122,241
1852 i 2,508,599 1856, upward of 2,000,000
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The Economist tries to account for the stationary and relatively
decreasing imports of British manufacture into the Chinese
market by foreign competition, and Mr. Cooke is again quoted to
bear witness to this proposition. According to this authority, the
English are beaten by fair competition in the Chinese market ‘in
many branches of trade. The Americans, he says, beat the English
in drills and sheetings. At Shanghai in 1856 the imports were
221,716 pieces of American drills, against 8,745 English, and
14,420 of American sheetings, -against 1,240 English. In woolen
goods, on the other hand; Germany and Russia are said to press
hardly on their Eng]lsh rivals. We want no other proof than this
illustration to convince us that Mr. Cooke and The Economist are
both mistaken in the appreciation of the Chinese market. They
consider as limited to the Anglo-Chinese trade features which are
exactly reproduced in the trade between the United States and the
Celestial Empire. In 1837, the excess of the Chinese exports to the
United States over the imports into China was about £860,000.
During the period since the treaty of 1842, the United States have
received an annual average of £2,000,000 in Chinese produce, for
which we paid in American ' merchandise £900,000. Of the
£1,602,849, to which the aggregate imports into Shanghai,
exclusive of specie and opium, amounted in- 1855, England
supplied £1,122,241, America £272,708, and other countries
£207,900; while the exports reached a total of £12,603,5640, of
which £6,405,040 were to England, £5,396,406 to America, and
£102,088 to other countries. Compare only the American exports
to the value of £272,708. with their imports from Shanghai
exceeding £5,000,000. If, nevertheless, American competition has,
to any sensible degree, made inroads on British traffic, how
limited a field of employment for the aggregate commerce of
foreign nations the Chinese market must offer.

The last cause assigned to the trifling importance the Chinese
import market has assumed since its opening in 1342, is the
Chinese revolution,'* but notwithstanding that revolution, the
exports to China relatively shared, in 1851-52, in the genecral
increase of trade, and, during the whole of the revolutionary
epoch, the opium trade, instead of falling off, rapidly obtained
colossal dimensions. However that may be this much will be
admitted, that all the obstacles to foreign imports originating in
the disordered state of the empire must be increased, instead of
being diminished, by the late piratical war,'”” and the fresh
humiliations heaped on the ruling dynasty.

It appears to us, after a careful survey of the history of Chinese
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commerce, that, generally speaking, the consuming and paying
powers of the Celestials have been greatly overestimated. With the
present economical framework of Chinese society, which turns
upon diminutive agriculture and domestic manufactures as its
pivots, any large import of foreign produce is out of the question.
Still, to the amount of £8,000,000, a sum which may be roughly
calculated to form the aggregate balance in favor of China, as
against England and the United States, it might gradually absorb a
surplus quantity of English and American goods, if the opium
trade were suppressed. This conclusion is necessarily arrived at on
the analysis of the simple fact, that the Chinese finances and
monetary circulation, in spite of the favorable balance of trade, are
seriously deranged by an import of opium to the amount of about
£7,000,000.

John Bull, however, used to plume himself on his high standard
of morality, prefers to bring up his adverse balance of trade by
periodical war tributes, extorted from China on piratical pretexts.
He only forgets that the Carthaginian and Roman methods of
making foreign people pay,'® are, if combined in the same hands,
sure to clash with, and destroy each other.

Written on September 10, 1858 Reproduced from the newspaper

First published in the New-York Daily
Tribune, No. 5446, October 5, 1858
as a leading article
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BRITISH COMMERCE AND FINANCE

London, Sept. 14, 1858

In reviewing the Report on the Crisis of 1857-58 of the
Committee appointed by the House of Commons, we have, first,
shown the ruinous tendencies of Sir Robert Peel’s Bank act,® and,
secondly, done away with the false notion, attributing to banks of
issue the power of affecting general prices by an arbitrary
expansion or contraction of the paper currency.® We arrive, then,
at the question, What were the real causes of the crisis? The
Committee state that they have established “to their satisfaction,
that the recent commercial crisis in this country, as well as in
America and in- the North of Europe, was mainly owing to
excessive speculation and abuse of credit.” The value of this
solution is certainly not in the least impaired by the circumstance
that, to find it out, the world have not waited upon the
Parliamentary Committee, and that all the profit society may
possibly derive from the revelation must at this time be fully
discounted. Granted the truth of the proposition—and we are far
from contesting it—does it solve the social problem, or does it but
change the terms of the question? For a system of fictitious credit
to spring up, two parties are always requisite—borrowers and
lenders. That the former party should at all times be eager at
trading upon the other people’s capital, and endeavor to enrich
themselves at other people’s risk, seems so exceedingly simple a
. tendency that the opposite one would bewilder our understanding.

- The question is rather how it happens that, among all modern
industrial nations, people are caught, as it were, by a periodical fit

a The reference is to the English Bank Act of 1844.— Ed.
b See this volume, pp. 3-7.—Ed :

3-359
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of parting with their property upon the most transparent
delusions, and in spite of tremendous warnings repeated in
decennial intervals. What are the social circumstances reproducing,
almost regularly, these seasons of general self-delusion, of
over-speculation and fictitious credit? If they were once traced out,
we should arrive at a very plain alternative. Either they may be
controlled by society, or they are inherent in the present system of
production. In the first case, society may avert crises; in the
second, so long as the system lasts, they must be borne with, like
the natural changes of the seasons.

We consider this to be the essential defect not only of the recent
Parliamentary Report, but of the “Report on the Commercial
Distress of 1847,”* and all the other similar reports which
preceded them—that they treat every new crisis as an insulated
phenomenon, appearing for the first time on the social horizon,
and, therefore, to be accounted for by incidents, movements and
agencies altogether peculiar, or presumed to be peculiar, to the
one period just elapsed between the penultimate and the ultimate
revulsion. If natural philosophers had proceeded by the same
puerile method, the world would be taken by surprise on the
reappearance even of a comet. In the attempt at laying bare the
laws by which crises of the market of the world are governed, not
only their periodical character, but the exact dates of that
periodicity must be accounted for. The distinctive features,
moreover, peculiar to every new commercial crisis, must not be
allowed to overshadow the aspects common to all of them. We
should overstep the limits and the purpose of our present task,
were we even to give the faintest outline of such an inquiry. This
much seems undisputed, that the Commons’ Committee, so far
from solving the question, has not even put it in its adequate
terms.

The facts dwelt upon by the Committee, with a view to illustrate
the system of fictitious credit, lack, of course, the interest of
novelty. The system itself was in England carried on by a very
simple machinery. The fictitious credit was created through the
means of accommodation bills. The latter were discounted
principally by joint-stock country banks, which rediscounted them
with the London bill brokers. The London bili brokers, looking
only to the indorsement of the Bank, not to the bills themselves, in
their turn relied not upon their own reserves, but upon the

2 Report from the Select Committee on the Bank Acts..., London, 1858 and First
Report from the Secret Committee on Commercial Distress, London, 1848.— Ed.
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