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&n & gsaviags wn&: in 1928 5% the gsue rele of iawmﬂ he would dovew sud very
much myre ﬁxm bis originsl prinsdpal plue Compennd Ynievest in sotusy Pt
&&m@g power in 1931, {dmeust of $300 8% 437 Compound Interest for three
yeuvs 37 $113.64), Wieh 1926 a2 & bage a€ 300 a dslior sew will Suy spprove
imately gx.w mew, or the vesl walue of his inwntwa'é $s 313.6¢ x ‘_: :
189,09, {1) ¥he dlugvam on the fullowing page drvows from Professoy 1 w&mg
Pisherts, "The Menoy Ilisslen,” ¥, 70, $llustrates the above srgument,

{1) Plonesr Yrving, *2he Meney Tiluston®, pr. GJe68,




1920
)yost /- E2ec umileTed

{aa)

W‘amfoq_ bves/”
| ‘gFec 2 5y " §
?r ; C e z///a.ra;// oﬂ'%?a.s/’ N Dy .Wfﬁ_-

& %ML%W// AR
P

! 7‘?24/ AN T 5 R
joen & 0.

Ty inig Loy 8500 L o lfors J/P//QZ’J__

(;” @ /mr/e/v/‘ [5%50 LT L s /{?Z
V4 :

A peried of rising prices sote as & stine

ulng to tuhvp@w nod ia w&awm e businoss men, Suppose & business
men borpews & gum of money u}wtb 100 in terms of comupddties when the lesn
ba mﬁwwtﬁ, poy for o yenr st 55 interest, but thet ob the end of the
year when the leen is vepedd 4% Is only werth 90 4n purchesing powery then
the lender &amﬁni vaok (principel and fnterest) thut which ie only werth
94k  The pensy rate of the intereet was 9% but the yesl rate of interest
was aatusily néguﬂw, equal to Mnus 55 On the other hand, suppose the
value of money &% the end of the yeer hed rigen sp that the copitsl sum
lent hed vecome 110 in terma of commoditien, The monoy wate of inteross

would be st41l 5% but the rsal rate of interest would be 15%, Thus whes



{x2)

#m Bre ﬂatﬁg the busissss wan is em,& o ropay the lender in %m
L m Mu, aet saly ,gg, Sutersnt, Bud svon lees %hm $he ovighasy

enphtal témwé‘ The Mﬁ% pade of iuﬂuﬂ fo1is o o nogutive vsiue cnd

the &nﬁimw BHG oF Deretwsr rohpe % @M‘ﬁgaﬁﬁ%ﬁg heorefits. Zut when
gwiaw sre failing he vepaye in m volud ol saly the money vote el

im@ma% bud in sdditlion % nwwagmﬁémg mm% mﬁw&mﬁ 6 the sprroce

~$e%iem of the dollar,

I the seosnd plses is o gacmma of roplédy &mgmg sylces the

mwy rote of ia@mw% geldon ndjuste %%ﬁzﬁ adeguately or fast ‘wmgz& £ 17

prevent &he w rots from iwamiag, shsprmils It is oot Mﬁms@ prioes

i o sweh & plse dne ﬁa vwiaw posnkble

mw but the ge
prion mwma%a, ané ny &a%m&%ﬂ prodiotion of oseh which infivencss

weney raten, Yheve @m surpency of & ammws' Bus st colinpsesd @mg@smm
¥, the shord soncy vete potrosly ever rlase sbave 108 per sasum oy saaxs
balow 3%, ﬁ‘ma i# not suffiolunt bu balunve s mevensst Lo prhoes mp op
down of aors then 5% per senws,  Bud $he sodusi priss shvensnt hes @iﬂt
ﬁﬁ‘%ﬁa fiuotusted mere Way thet,

e vhelng prises Bhe busioeuw mes gelng snd Ms gﬁﬂw By
Iooked npen ag fhe panse, aﬁ# us the result of bis high pelees, The
canmumer i imﬁm&& %ﬁ ‘&%&y high profits sad b the sooe time b8 spece
ulste fur %he rise &mwa The dpstrine of normel profite, ve, is pther
aa;e&g, that seoafite ghull bonr & aw%aﬁ;a %ﬂ@&ﬂim‘; o other incomss sube
Jects the business moa, $.0, profitesr in this caze, %o severs oritieism,

The vesuls s thet enterprise ls dMaprediled, Pppuler vemediss for dhe
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\

business men’s profite ave auaa&éiag, veloe snd vent fining, profiteey
| huating, srxosas prefit dutlen w- ropsdiss which only teorenss the avil
sp they tend o destvey confidencs sad busiaese initisties,

biads %56 result ke had ths wago vazass®s 2aal wages end 42 desresse

Fhon gwﬁ&*s-éhaagaxuagﬁa $end 4o Log bow

during on Sntewval of rishng pricss, Ihiw iéxéﬁa@ of 3ilepiuced ap ille
ergaaiesd labar, But sven real wage zates in Cassde, United Stetss, snd
Seaat Britein during the lant period of falliag prives have Llsopessed,
#ad What toe is Great Hritaln whes the 4otal wealdh of $he setion sule
ered & decrense, Ja the geavs following %he wap, he working siseses

Saproved dhelir pelatd

ve, zasliisen ne sgeinst 631 sther slessas axcepd the

If scoocunt be teken of shorter hours, isoressed moncyewsgos,
deapite higher prices, sume seodions s $he wnrking elake, od:, roilvesd

employess, inproved thulr shendy be poesition, az thoy seoused s higher

resmnneration f%@ eaoh unit of work doves

| & grester evii underisy sil this. When the vslue of mosey
fieptuntes grestly, 4istisotlons botwsen ospital and income beoowe S8t
fused, & @gmai&*&iﬁg surrensy essbles & sormunity to iive on i’ﬁ%& Shpw
ital uvrawares, (1) "Che ineressing neney :mlée of the somoualilyss
saplial goods obucurss temperaviiy & éiasiéaﬁw in the pend @M%%ﬁ of
- the stoel,™ {2). |

) Reyses gp. site, Fe 28,
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But thie mevd ﬁ@% biind us to the Isob thed sising prices
ses wod #@ vondeed blossing for the wage enpnus, Buppese 3 man k#s
gen ks work in %5%@ en & aslapy a£ $§ﬁaﬁ and that in 1925 hls sake
Bay B84 buen locvossed to D000y Wamtowlly he 3s deawisg $2000 wove,
sutuslly ke ssiery of $3000 ia 1923 msowursd upon she besis of Be
purahngiog pover of 1034 $8 oniy worsh spprexiustaly §3000s e haads
dad, 3% Sn true, movs wenty, Yut be 430 pot heve say smove ozl Sacume,

{4} Comglusions Tnfletien vedietvibutss wasith @aﬁy wnaguailys

2% 85 Injurisus :%a %%Q,a ﬁs;wﬁw, vory bonefiofnl $o the bBusinsaes ﬁ&n& wd
By aﬁﬁﬁaia‘ﬁﬁxlaawgaaﬁgﬁa 3&&#& grovps, aayéﬁi@ixy BeNRRl warkers, Ih

is of Li%iie or s bews2it to Yhe ealaried vaa, indesd 4% more afdon

- 4eos him hovey s ssleprles of peofussionsl psaple Gend Yo vomala Mred
B8y alabvet e vver Leng sorisde, I% muad se fadviy sbvions that anisry
dnorasses &ﬁj§ reunrd for facrsssed efficlessy zuiasd a&wsﬁg& sxperience,
sr othovelen, sve vory Slluesry e porleds of infistism, The weat
@%v&%ﬁ#ﬁ sensequense Lz ke infustics dons lavesioen who keve lavested
their govings de coturs for 2 fiszed inceme, Yaflediss and suly diminishes
the sapeciiy of fnvestors to seve, 4t destrays thetr apnfidence, i,e4,

tholy willingness %o anve,




B.

TP the busioess world 5* ?ﬁ Shat prloes wily gm;§§ he proe

sesnes of produsdion ave Bomped éswag ﬁ%ﬁﬁ%ﬁ#ﬁiﬁ, 17 44 » ﬁg that

pekons wiil ;ggk‘ﬁﬁgwa i5 o fendeney 4u #@anuatzmazﬁﬁa pﬁﬂﬁaaﬁiﬁﬁg fesn
the as %,‘~$ _ ;

"2ggag,gwg£§$ off bhe satvepvansus the Latensity of arsius.
p LEE] su xm*ga&& ﬁangaéaﬁ&t fing gﬁan Plwednations In 44 giandasd of
vslus nes soaasioned, the deliends belense of the Lutavests of Shs eems
a&aﬁ%&-aﬁa upged, |

flak L¢ o grest facter I profnntivs ﬁﬁ%@?@@ﬁaa‘%§§$§‘ %ﬁa. _
daweloomoet e %agavaaﬁiﬁéaa ﬁygéa# invsleing ss 4% dong grant &iﬁ%&gﬁ&ﬁ
beimosn the nvigingl sisee of produstion, sud the firel plece of enne
sembisn, ap well sz mave teohnine) and sompiionted rmethods of the prow
@aaa@§ % 4 %ﬁg&@%@*ﬁrﬁ ﬁaa grantly inevenged the ﬂ%a@ ot %asin&aa L1
gwssa. $$a$§§@waQZQ af ﬁh&m *iek 45 dne tp fluctuntions in Yhe relative
wsine of 5 commpdidy in semnerigon with %&m% ol symmedition iﬁ-@&m&g&z )
during ths perfed elapsing botwsen the begianing of preduetion of 2a
article end i4s fioel consmmpifon, This wiek &a beyond the ssepe of this
taguivy, belng meve or lesw Lufependant o? ihe viclseltndes of meney, Bad
the »iask due %o Lpatebility 4s the walse of money way segse produstion to
Y axﬁagaghag 42 & gessral fesr of é&;&iag prlosy destvoye business
contidance that wuch,

*onos begus, She process of iiquidatien exsends pegldly, partly
becange most enterprises, which ove celled wpen +o sstile helr meturing

Shilgnidons in turs, put sisdler pressure upes their own dobiors, sné
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partly @m.mm@m s43 82fsrts to keep seoret whes is going tovused,
mggwﬁﬂw Senke out and Mixé&’#wwﬂwa ke mm.“ {1}s *Tuis
wavansnt i&@#i%&&&y rencds npen %usﬁgﬂaﬁ Qﬁngiﬁﬁnn@m a&ﬂgﬁ iﬁg-&a%&u&aa&
the dylag weror of epbimbenm ghves BRvdk o wn swror of possindsn, ‘%iq
fow spror %§~¥a£§¢ oot i Jafunt, but & glant, ?ﬁ%waa‘ﬁﬁ&ﬁﬁﬁﬁﬁﬁi boos
hon seoesssrily boon s pavied of steang omotlonal oxe dtement, sud 8g
sncitod men pesses from one fovm of exo-Ltment €0 svother mors vesdily

than he passee ¢9 guiesvence.™{B}. "The Zuet of ZTeliing prices Lnjures

sateaprensnyyy saapeguendly %&ag@g&ga&'sﬁiaﬁag %ﬁiéﬁﬂ‘@&ﬁﬁﬁﬂ %hﬁ@ %0
protecs %hﬁ&ﬁﬁi?§$'$§:ﬁﬁ?%%&iiﬁgziﬁﬁiﬁ:ﬁy&%ﬁ%ﬁ#ﬁ#z Fot 1% 49 upen the
#gggagm%a of thedr Sndividunl &»ﬁ&a@%&ﬁaé of the risk, wnd thely wille
fagnwee o run the risk, thad the aotlvity of sroductlon snd of smpioye
ment ﬂ&iaxﬁ depanias® (3}

*The vevivel of industsy oumes sbout through the gredual sad

. 9fésn slmmlitenssus growth of eonfidenss nopng vorkons Srades,”® {(4)

{1) Mitohsdl, Yenmley G., “Susiuons Gyeles,” ¥, 578,
2} Pigem, Ay T4, "Ipdustvis) Fluctusticns,® Py 83,
3] ZReynus, On $ite. e 3 ,

{2} Hewaholl, 44y "Prluciplon of Boansslon,” %, ¥ile
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Again, the ounsequence of the sbove uﬁaéwﬁﬁﬁﬁﬁy is thet whes
prioss sre likely to rise, mere snd mgre meney L8 bervewed to buy goodey
%ﬁ!&“&ﬂiﬁﬁ prioes ﬁa rige) business besumes infleted, 1% iggmanqgaé HEOk
lsasley o waﬁ%aﬁﬁiiﬁs %ﬁﬁkuAﬁﬁﬁﬁﬁﬁg on huwwﬁ#ﬂﬁ eapiiel pay -bask jees
pas) walue Shan theoy beprewed, envicking themmelves a% the u&gs&&& ¥
sther manbers of the comsupliye O8 the aiher head, when ovedit e
sheken sud pelese bogin 4o fail, overy one dosives o uniond soomedities
sud sesure monsy which ls rephdly sppreofstiog in vaiue, This mekes
prices fai} 83l the éaaiéw; snd the further fall makes oradis sheink aven
wops, and thus for s long time prisen fell becsuss prises hawve fallen,

411 whous money Snoemes ses fined, sad whose exe

posditure %&&i&&AQi%& yﬁﬁa&@,>§a&m from o £81l, ond suffer feom o rise
‘%a prbous, Such sve professional mes whith fixed seleries, oivil sorvants,
tandiords with rents fized under leng leapes, bondholders ete, Usnversely
5&% whose Boney ;ﬁaamaa «évy wh th prices, suffer fran #‘5&1&,‘§aé gégﬁ by
s vise in prices «= in so far a5 Shelr money outlay im fined, sa@ﬁ}é#a
merchents, or foraers venting L6sd ender leng lesges, xa‘s&@rﬁ, a*raaaiﬁg
prives besefits the debtow olses 4% the asyaaQQ of the crediter, while &
£e11 in priocs wesne on Lnorsase iy the burden of all Gobbawed ndl viduel
and notlonsl, . o |

*@a& é&é&#ia#a.krﬁughﬁ about by » waﬂéigﬁrﬁhuﬁaaﬁ of wealth are
»ﬁaaiéw 4o appreciate 4€ » @&nﬂ@i%a,aggg 45 sxunised, @&#?&b&ag-ﬁ@wxﬁy
 &and Bir Joslsh Sdamp gnﬁ%ﬁska& in 393?»¢'ﬁ@nagﬁa§k an tho *Hasionsl Inosme’ |
¥ éx@&%fﬁwiéa;geiggigaé, hargoly bused ca the tigures given in thise ‘

publiiaatlon, Hr. 5@&&@&;ﬁi%ahaa h&szﬂaugﬁl@& &5 soogunt Lo which the
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#ntlonsl Smovme of thet yuse L sppoctionsd awmeng the principsl clssses :

of sha Gy

nity ehe sre partisulerly sffscted by & veedletviduiboen of

weslih dus 4o o change of Lhe genersl prive level, Ihe nccoust does aoh
protent Yo raprosant siatistion), £&@%$,§ apd the sulhars of $§$ aamagrmgh
ues wot by k#&ﬁ w##§anai&@$ fur the alleontisss nadel, tut %&ay,g&a wmd
fowunrd sa the best eatbusts $hat the svallishla dute permid %ﬁ be wade,
They sre believed 40 b a&éﬁ&a&a&%&y nser $he Youth %o serve he gressnt

purpose, The scoount 84 set sut Bolowny
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The disteibution of the nationdl Lnceme hes been #plit up, &t
will be cbssyved, Snts the sonsdituents of {a) pubiic Devs gﬂmvﬁﬁ@,-ﬁmé
{5} Zatereont end Rent, whioh sve grouped togethnr usder the oaln heada
iﬁg o2 "Fiwed Honey @hiiga%iaaa,* ﬁsﬁ {1} ather %av&raﬁmnﬁal ﬁx@ana&Qnyaﬁ
{2} ?zaf&%a snd %u&argwﬁaa, and {3} Uagey snd Unlavies, grangﬁ& under the
maia beading oo “ﬁaa%éua‘* %k& tiru& g#@u@, a8 the headiag ﬁm&iiaa, aﬁwu‘
grﬁaﬁa the shiigations &a yaagmat az smskraa%a ﬁnvalvsﬁg ﬁia&ﬁ BOusY gﬁ@a}
mﬁ&&@@ 2&,5&@&%&@&, %ya&% ﬁzs& iaﬁaw&at'&wé rédsmstian ﬁﬁaﬁﬁﬁﬁ 87 the
- Batbowsi ﬁehﬁ, she debtw. of gub%ﬁa ﬁg&iag and private undertakings, alae
pent on iaaéﬂ& and &aﬁa& gygyar%y, &ﬁé ponslons, Those a%&iga%ianﬁlﬁay
f be gsid b consiitute aﬁ?&@ﬁ% sharge an the sstionsl iaceme, They have
{ %o be mat whatever the Lnooms may be, 1P defauli Le %3 be &v&iéﬁﬁg The
 meosnd gronp, hasded *%&a&&na,“ vepresnnts thy balasos of the satdonal
‘ iaaamﬂ that 4s &Q&ﬁ&a&%@ ts weat (8] Usveramental smpesditnre siher thes
&ah@ shargesy (b} pesfitn of enteverise {"entrsprencur” Juewhioh Snolules
- 811 dividends of o vardable type, such us aosrus ¢ holders of ordfnspy
or preferred shurey §f GompB LS Sumnd £ianlly {o) wages and galories,”

In the disgranm {Chart D) sppesded, an athenpt te nsde to show
She nature and relstive extent of the shsnges in he dhatritutlon of dhe
anilonel inosme osngequent on ohenges in the gonsral level of prices,
7 X% 45 vuria vy frow She Tiguveg given sbave, tho w&wiﬁﬁaz iias abows $he
figurs 100 8% s bodion of %hé ahars reppesentiag She natismnl Saomme ag

Hateibnted An the sbave scosunt, To 4he 1824 of shie vorbisel 1ins o
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be resd nff the offeot whioh eny given £a3l, sed %o the right say glven
rhas, of the densral level of commedity pricss has oy the &zﬁirtaéﬁiea, o8
the uupg#si&;aa that the sutlonsi fnoeme vomeios statlonnry, ssd thet the
"rosldus” du divided s the orisinel ncopunt shows $u the vertioal line
shova the figure 100, 1% doss so%) and indesd could wod Sake mocousnt of
Shm ﬁﬁﬁum@wabza subsidiary infivences which ave aongdustly at woek in the
dhrveotion of aaeaiar&%agg pr vetarding the re@lstribution of the shaves in

the natlonsl fasome sy botwesn oan saobion of %%@ wommnd 8y aaﬁ suothee,

It, however, faithfully represents the chunge in the propostions
of the netionsl income %ﬁa% ##&1 to those hoving firzed mowsy oinfma opn the
vne hend, snd the “residus” on the plhor sopasquent wpon chenges ia the
general Yuvel of ssmme&%%y prices, on the sesumpiion hat the sationnl Sae
come nelthor increnges aﬁé desrensss. But the Zivisien botwsen the sais
oongtituenta af;%ha *wea&&u&*nwvﬁﬁg; the wagewoarning and "eatreprencur”
| olssues shown in She dagromesis an Sdeel one, The line denvting $hed
d3vialon hes been drawn simply %o 4ilusirste how ench of those miasaaa would
‘be faring 82 they bore ratesdbly ihe buvdes conseguent on & 2all, snd enjoyed
f ratasbly the benefis comsaquent op & rise in $he level of prises, .ﬁﬁ point
of faat, 4t &5 the procssm of Alvidisg She *residue” {espscially if the
"residue” becomos smeiler Bs @ peguld of & fsilinsg price lovsl) that seusee
‘%he struggle snd frlotion butwoen the two classes which right throngh

bistory, hes socompanied evﬁrg'viﬁzaa%_aaauga in the level of §éi§@$, ‘




A1)

Of far geener siguifissnce, in thai connmeotlon, ere the iinss
shown on the dfagram which demote the wagewserners’ shers of the nstioesl
income 42 monsy weges semaia vonntont {4 = B}, and dhelr shaere if thely
atondsrd of Living L o bs melntsined stedle {0 = D), e fires, in

pariioular, illuetretes strikingly the felotion that even & relatively
small fa1l in the gemeral level of commedity prises sets up batwoen the
wagoesarning and “entrepreneus” olssses, 14 shows how dueply the wages
earners® shave cuts ints “profit of enterprise® while monéy wages remadn
unsitorsd, sud how urgent, thevafore, & resdfustment of money-wages Becomes,
Uine O B which presuppesee  resijustusnt of moneyewaes s & nelat ot
‘whieh the real wages $.6s, the standerd of livingeeie meintained unaltorsd,
shows thet even this favolves o %&iﬁaw subabsntio) encroschment on “prefid
of enterprise,® Gomversely, 3¢ the istter is Sospedle of bearing the
. wurden {and there 38, of oourse, » e beyond which “"prafit of asterprise*
osnnot be surtelled vhuhout killing saterprise), Lt shows thut 5 fall of
peines forces upon the wagesesening commmaity & debasemont of et staate
apd of iiving,

 Inoase of & vhee in prises the @sgran (Cherd D) eiserly shows
. how the shers in the nstlowl inosms wooruing Yo those who hevs fized money
slsims 4o veduced, how the uyﬁﬂgﬁa# 48 m&masymﬁiﬁgw increnged, and hew
the "$des)” divislon of the "residus” aueny the wagewosyning ond “entrae
prosour” olssses {f.e,, 1%¢ division 4n the ssus proportions as thews of
the wveiginel Hetlomsl fnoome snd Distribution Aoooust)] reises the stondard

of iiving of the former and yot losves the latter with & grester profit,
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The pead for & vesdjustment of money wages Lo ageln stwikingly 1llustrated
by the 4nes A« B, and § « B, but it will Be sppavent thut the sdiusinent,
‘though so doubd Liable %o cuumase frlotion, is o much lees d4rf8culs matter »
$hen in he osgs af falling prices, To divide the penefit of o suvplue ie ‘;?eq
& suehk less uaslessast affaly dhen Yo dfvide the %awﬁ&a of & deficliency,

éka appended degren {(Chert 4) $ilustrates the dovelopment of
%&3&5# ﬁh&a gensrnl pedevs ave Btables 3% 4% build up fvowm the f&gam&@
gheen abovs, %he vertiosl line ashove %h% figure O o the betiom ol the
ohart representing %he dlotefbution fn thet 2ceount, It sstumes that the
natisnel invome &a@ywanﬁ$’a% e waﬁé a? 3% per sanum conpuund, that the
Public Debs Service remsing st 8 @aﬁ&%&ﬁ%.ﬁiﬁﬁﬂ$* bud Shet "istorset aud
eoent® {Frivete debs) iéu#@&am# 8t 4he seoe rade as the nadlonsl Lacomdes
L 1P 3% per soswpeedd %ﬁéagﬁ sppuged thet the adidtslonsl aeslial evauipmont
needed to produoe the 3% inovesse of the matfounl income will be provided
by o ratenble inorenge of private dubd, The "residue” is divided in the
congtant propertions of the sriginnl scooundyewis,, "sther goversmont ese
penditure” {9,58), "profits of aaia@grﬁ&a* {22,88) and "wagesssvoers”
fﬁ?#?%?Q

{EZxospt for the inuresse of privets deby sn the szeumpilon mede}
those having f4zed swaey clsime receive prscilesily the saae smount of
resl incoeme vigﬁ%Aﬁhra&ﬁ& thi ?afiﬁé and ppaodicosily the whele of the

inorvase of the nstionnl iucoms soorues Lo the *pagidve®, It would he
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84 £2i0ult to show that this aistribution doss not do full Justice to a1l
5éc%iaia of the‘eaﬁmunity; these &a?iug fixed money claims rececive ithe
same smount of money of the seme purchasing power they bargsined to rew
cedve when the oreditor wnd debtor pesition was created, The wagswsarners
and "entrepreneurs® share in the fruits of their oreation. The division of
the "residue® betwsen wage-sarsers and "eutreyréuaurs” in the constent pro-
portions of the originsl aceount seoures 40 both an inoresse of income ab
& rate somdwhat gt&aear than 3% per annum, The line A~ B draen scross the

Glagrnm indicates the gragaf%&aa 5 the national income that &s needed to

give the wagemparnsrs 3 constent standsrd of living, oo the sssumption that

the pupulstion increases at the rate of 1% per snnwme That line brings
out in 8 psrtiaﬂ&arzy'sggikiagfg‘ﬁﬁer haw an iacreass of production in
obnd&iioﬂs 52 mq§ata?3‘§%a§§$éﬁjm§¥&aé avallaple for the improvement of
the standerd of 1i%s of the wage~suruors & st8adily iucreaaigg nargin,

and yel aaﬁéaf&ea $he Just ciulims of he auﬁrapvanaur“ elass to 2 rateable
share in the inoressed produsiisa, Tus diagram thug indiostes that 4n
th@'aanﬁiﬁionﬁ &ssﬁméd, the sﬁauda;ﬂ of iife of she wage;aarnera woutd

be doubled in %birﬁy yearg--indecd, that no seotion of the community
benefits ay muéh from Bn inﬁaaése of production as they ds, @hstAinoreasaa,
production does not reach the Wagdewearndy unless monoy wages are increased
tscerdingly. Fristion may, but need not, arise in the process, for, as

tn the esse of rising prieas, it 15 8 question of dividing between WELCw
Sarners and "entrepreneurs®, pot the burden pf & deficiency, but the

benefit of such o surplus. BHesides, in conditions of stability, it

should net be beyond the wit of man to devige a system by which the wagew
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serngrg duy gvﬁyaﬂ%%&& B the inorensed produciiosn s surrentliyees

simput aaiam&ﬁiéé&&yﬁwﬁxamafaw@%ﬁ 40 himy But aven 42 friotion wore

te srise heve snd $here, 1% seanet aSfe0t but elightly the imsessurable
bonefite which are frum the Jout thed, in conditions of prioe stebilidy,

% rodfatribuidon of wealsh Lo svatled, snd, with 1%, the profousd dise
furbenoes Shat spving from B6, There wsuld bo po ohsok to the smosth Ziow
ot goods, the atendily iscressing i&é&ww~&ﬁav&&ag Lo %hé "posidus® baing
sxevoinsd Ln the purohsse of consumeble ss well #s cepitel gosdes There
would be ne vedes stlnulus ov detesrent %o enterpriss, ner wenldé She smaoth
fhow of savings 4o the sapitel merket Be interfored withs 21 o word, there

winld be no cheok to sconomdo gregress {1,

{1} Berakesch, ﬁiw ﬁﬁawy, "The booneumic Consennesces of Chenges iu %ha
Yalus of Geld,™ puviiabed by tis ﬁa&gaa sf Batlonep, Felected Decunmenig
submitied to the Gold Delegation of the Pinancisl Comwiites, Genews,
1930, PPy 20w30,




Tue N&&w o mudern gitetes heu grestly sdded o Yhe pute
1&*&#&# @#ﬁ%@ﬁafa ebidgettons which are 5040904 by mevemsnte uy 9P
down 48 the welud ol meney. The vorioun services, weg., 014 Age ?#a;-
siong, Tasurdnos Mllewssoes, sid oller feras of apel gisaos are sll
£ixed by the Leglalature in tevms of wowey. The growth of Jeint Stock
sutevprine sad 'ﬁgwa&m% dobde hes Jwerebaed swrosnsly the nunber 5
figed future monny paysenis, 1% Is obvious thet ehhnges is the walus
82 monsy sz Qms rige B Inportent changes inm the sanusl peyuwewis
wede, o |

Put 4% %e 1o fhe field of public Finmmee st » lnrge &&&i
in prises produces probably the most serious problems, Governments
_ are svorywhore faced with most sevious d3ffSouliies in endeavering %o
balenos poveanne 6nd expendiurs. The rewenus of the Siate tends to
be sffected é&ﬁ@wm&y in 811 $%e broamehes, Duplsg & buginese
dapresaion, the veluwe of prefite dm reduesd, Thus the plelds frem
 the Luoome tox snd the suptexy sad thous from Letate Uubles due to
8 fall 42 walustion sre meterislly less. At the seme time the volums
of trasgeotions Lishlie to stsmp Guﬁw; e yield of Cuslms and
Exolge Duties sve less, AL1L theew deues bring ip iwee on buianen,
#5% suly beomusd of & veduoilion in the velume of goods vensumed, but
slee weosuse of & £all 4 valuse, The Stste in e for ap 4% omet
. maet Lig obligetbons in ternsg of s fined smount of mpney, muet oithes
_iw-‘#ﬁw the rote of puch %axnes orf resovd 4o an oxtonsion of the fisld

ot @gsma. In ssy
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svent vovonue falls off suleriniiy.

o8 the zide ﬁﬁlﬂxyﬁaﬁi%ﬁvﬁﬁbﬁﬁﬁwﬁ is mavsily, 4 st slweys,
By Snuresse QX£ &%ﬁag &hé iise.  The upemploymnt situssion Lo wsusily
mot 1o either onv or both of twe ways, Tsriffe ore reised in the hope
of oresting employment, bué $his regults in b gesoral siechesing wf -
trede Bnd wsuslly sggravetes bhe ﬁ%ﬁaﬁ%&#a; ‘?ﬁa provision for &ireot
reiief e those out of work in inorcssed ny prises continus 6y fall,
ﬁﬁﬁaavww; & Levrge propevilos %f Bhate sxpendfdiure i contesstusl in
the form of interest mn debt, This onn uoly be veduced by canverstons
sither voluntery ov oo eedurity §n & Cavorablo morhet, & targs phed
of exsponditure ds fixed Ln terms ¢f meusy by Aots of Parlisment, Galey -
yﬁas&aa &££#W%ﬁ$eﬁ i pony kinds, conteibutisee %o publie %a&%%ﬁ, 840,
whioh sre not resdily u} teveble when schuappes Sake pleee in 4he walue
sf mouny, %uwiag rishay gw&%wﬁ the recipients of these grstulsties sve
Bord pregaed %ﬁ enuads Lhely repelpte end eupenditurss, but the gavaxam
meuk can sesily mensge o declevs & surplusy bus doving Yelling nrices
thome Lo veosipt $f such fimed money grante resily receive s benus
wﬁi&a‘%hﬁ geveranent £a0es B cousiantly widosing guif batwsesn L%s
oredit nnd debhd ledger,

The Mesmiliss Report oites some interosting svidence on the
point we are sensldering. “Hominal Imserisl Tometion® foll boiwosn
19201521 and 1920-1950 frem S22 pav hasd 4o £14.8, while 4he durdes
- of lopsl taxation romsindd vashanged 2t 23,9 per hesd, Thus the

tatel tamatien foll from £29.0 %o ﬁiﬁQ? per heady But the changs is
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prices fa thed povied Ros wmesat 4hat the oommedRty vaius hss whuen
grom abhout 240 4w 220 fewpressed in 1924 veines sh he basie of the
sset of Mving iadex)y & voductisn of nesrly onv-third &n the nsme
insl value pf Samstion fimonsed has yes 10f% an foovesse in Yhe real
gux borden® {1},

Ehe intornnd sad ectersal dabis problen sf o countey durisg
& depsesoiss ses iadosd vouy mesioud, &igﬁ&&&aaaﬁ in & porled of
ﬁa#ﬁ&&iyvfazx&ﬁg grioag ﬁﬁﬁéﬁm:k&ﬁ the effesd of waduciang debis, uvne
Leas vessrt S ssde %o ropudistion, _

Ga the sther ﬁ&ﬁé 3% §§¢¥%&$@ﬁ-@§%%ﬁ in ﬁﬁ# souse %&#% it
»%ﬁ@?&&ﬁ%ﬁ the ﬁm&ﬁ@aaﬁ%& L saok dpllur in ¢noh unpaid ftem." {2} -

in sedizery Simge overr paymont halps; hui in s ﬁagé&&&%$§¢
whse ail seolely i iiﬁéiéa%%ﬁg undor pigh pressure, iigquidstion is
ﬁ#ﬁ@m@iimkaﬁ by the ﬁi&ﬁﬁ&aﬁ getiing @?léﬁﬁgwﬁﬁﬁ pusntiilies of

cailedsrsl sud of sil other forme of seourity,

£1) Conmmitbes on Phunsos Hepert Pa 90

{2) Pisher, Zrving, “Booms sed Depressions,” sn adivess given before
the Amspionn Assveizdion for thoe Advsseemsnt of Sgisnce, veppried
in the preens :




{ai)

*Sueh waml i gugad soliing a&t suly deflates the srice of
what &8 s0ld, 44 deflates comeediiy prives and whpes sut epvressy
by wiphag sut the bany dspuaiss of whieoh a vory Ampuetant part of
sur variegeted ceresnoy So based, Hash vemmining Joller becomes
more valusbie snd harder o ged, thus inveeasing the 4iffiouities
of ail remsining dabbers, aaéﬁﬁﬁiag ﬁ&a sost dlasreey snd conw
servsiive business nen” (1), |

‘ The burdos on deblor osusteiss §u Losupportadlie. Por oge
smplis, Urest ﬁéiﬁ&&a finds thet afber huge pRyments nede Yo dmeriow
that how zesl, sithough wot hep Sopinsl, debs is 450 grseter bhon
At wer to sters with beosuse of & S0% inoresss in the value of sech
dodler swlng %o she Unbted Ssaton (2),

But o wany respects 14 fe nos the direotly sosconis conm
sequences of falling prioss whick sre the meat serious, The seeial
changag ﬁﬁaaléya % poasult palen delieate quesilons of Jussbes between
the difforent ailnsses of ihe oompmnl bys  The edjustment %o She new
s&t of valves of Tevs grave di2f4ouktiva, The faoturs uf produstion
reveive thely paymtntey thess peyments aléimately conatituts fpsoms,
The men end wemen who veccive this inooms heye verioun giandsrds of
sovdel equity, boged fpe &b@ weBY part upen the setdled expestatiog
of definide money incomes so thed it &y only with the grociass 45 3 8

floulty that the econcmiosiruvetuss o8n be vebulld %o wesd the sew
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sltuntion. The rigldity of the evsnamie shenoture s ladeed s senves

ol gesad wsoknsss 4y Shin esupsci,

2% Ls genarsily vecegalued that the desirebility of sun sxe

shange standerd sross Largely bessuss of the lnconvesionce 47 peeuse
ing at a1l times end plases that deuble colnvitence of w&ﬁ%g'&a&
gaaﬁahaiama whieh & sygtem é% bapter enteiis, Gradusily pold end
sliver é&:@gi%%é %1k sther slundords of welud npd hove bedoms il 1o
araily asospted stasdsed mosey, The precious metals were Found 12
Zhve the wesvest arprowimatisn Sy an iaaai‘%aai@ fov luproved oredit
fasiiition which she rise of the medurn stute neveseltetad, Goid
fivuliy ﬂuﬁﬁﬁéﬁkaﬁ #ilver dn She Yesters Forkd, wills 4ha Orissd mtiil
elings, for the most perd, ts the silver base, {3}
"hn ddeslly perfoct unit of gepsrsl ynw&%&aiﬁg powsr 1e not
parely ﬁaaﬁﬁggﬁ&b&@, 3% in uw%hinﬁaﬁ&@,' Por the effedtive value of
| Beney o esch iadividual depends prrsiy on She nabuvre of hie wends,”
{2} f
{1} woves Ly By Sdie, holds » sopewhel 41ffsrust view, ses Maney
Bunl Uredit and Prices, pr, Saf :

, {2) Hapshell, Aifved, “Money, Gendis, and Commerve,” 9,08
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5 phes ié the price sf, say, oeeley foods socvumpanied by & fuil in
the prics of & hounehold novensiiy suoh ss bresd, sffests She puse
ehesing yaﬁéw a&ﬁ%ﬁ@ vlagseg of g&a&e%ﬁ S5 rfeveniiv, %a e véey
pose the feil & the prive of the necessity of 13fe inoresses his
purohssing power, %% the rieh 1t iseves hie osumpsd sver hesad
ealatively unafivoted, The former willi hove mers %o spend oo piler
%&&ag@ ar op brasd, the Istier eoly buys us wueh brand in any oned,
sad & fall i %he prive of &#ﬁk & connedl ty bhae 184418 affont o5
bie yaintive gﬁm&ﬁﬁ'&w pousry . & uald ¢f purabasing nsuse i
marsly bbhed which ﬁiz&'gsva o &g@?@&i@ﬁ%ﬁiy &ﬁifﬁ#&:ﬁ&%ﬁﬁ e Bt
fying R8s wauts to the sversds consumer.® {1}

There iw, howovdr, maﬁm& sagie from whinh wo may viow
the plesdard of waluw, 3¢ 4he uals of a@maﬁg@ ig gaiﬁg te give e
nyBrngde aaagﬁﬁéw~ﬁﬁ sppraninntyly tavapisbie compand sver the seed
things of 1ife, 1% do sucessser ket the quasility snd Sherefors the
wslue, of the ﬂuwwaéwy ghould sot be exposad %o &ﬂﬁﬁ@ﬁ&&%iﬁ%; “The
88ly e of » ginadard ig to refulate the ausatily snd by the guane
iy the evalne of S48 SUrrénoP..ssondess #without 5 sésnderd 44 Woenld
b8 oxpoged tp 81l the flustustiong o which ths Igsorsnce sr she ine

torests of the lopuers might swbjecs 46,* {2)

1) nee a1t

{2} 2sosrds, Pavid, Bovke {reOnlloch G4¢} Py 400
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The presions petule %&é&aézvaﬁ &%m&&%IQVé§i§#~@ﬁ dovnpls
whie stendard of wolus, bul oo the whols west poople now, Snd 81}
neple befare 4he Yap, wﬁg&%éﬁ& & Spund surrenuy ¢ guv based on
%&ﬁ&%ﬁﬁ&lmﬂﬁﬁiég L4 was regurded s the soly bulweslk agsinet e
ﬁ&aﬁgaa, Shod insldlens Tinsseisl wiog, so buirsaiive, @%ﬁ%&&é&i%ﬁ#ﬁ&
in whish onfesdies or wrewie dhe spetene ¥The olescioal (heawy Youghd
us o guard agsinet 4oflniten (& tun fres evestiss of sredls) By 4ye

Log down vredit rigidl

%o 5 netsllio Baslsesin most ospes, fvid. o
isag ag the guaniity of suvcheging power was &@%aaaﬁaigyﬁaavsma@é oL
denranged, prices wurs sed daturbued $ﬁﬁ @%$ ulug of noney rossised
whebloy  Putb swisgd o the aslbursl Inetabiiily of ovedid, this wis sod

dependehle, Thevafers, abhe srpodient hed bees sdppied af fhwing the

© pelap of sse o ¥, Geid was given » oolnage peics sad every

sradiise w&g.géwﬁﬂ the plaht, A7 Lo go degived of rveguwiving ssyment
fesn G dobioy Lo gold.  Thiw wes & dovice for Dseplng the vsvistions
in the walug 8? the menelery wnit widhin Ywande, The tusd of svery
panse a&wrﬁnﬁy wag paridy wiih She gw@ﬁﬁﬁua L A TN Y

Zupparbers of the ¢lsssienl doctelise yecogsised ﬁéaﬁ HPinay
sere roised by ke npesliad v of wew minys of gold sod silver, sad
dgpregond by o deflsilen of ihe exisbing sources »f wsupply. Hud sne
af he grestast werise of the preoious msisls, 88 o standard of valne,
5% wap srgued, sos thad ewling %o Shely fndestruebibiy the anpusl susply

Bag shvays omnll io aropartion b Ve moousslnied sthak da the worid,
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This ie trus, put the variations in égm&né are more potent teday than
variations in supply. Although the supply of sold is large in proe
portive %o the annual product of the ﬁines, i¢s proporiien 4o the
 &nnnal ahsoryﬁigé into industry is larger stiil, This large steck

and a gart‘gg the annual aapgi& aye withhsid from the industr;ak dew
mend oaly baegnﬁa they are needed £ar-¢arrénay purpoges. Therefore,
the demand for gold and 1is value arises $ery largely from 1% s use

a8 currsacy, i.¢. from its ”1nt§§sh&nga zpility with eredit®, "COredit
‘possesses value, and it is more correct to ssy that the value of gold
is due %a ite convertibility inte credit than thet the value 6f credit
is duve ﬁé S8 convertibility into golde® (1) "The Whole lesson of th;
world’s s5d experiences of monetery mismasagement oan only be dvawn 47
we reslize tﬁ@g the gold stondard is nothing else than 2 paper standard
the walus of whioh 1s entirely dependent upen the way in wkimh the sups

ply of meang of payment 45 preégulated,” (3}

The Quantity Theory of money is an explanation of the relae

tion hetween money snd the gemeral level of priess, I+t is based upon

{1) Bewtrey, R, G., "Carrency and Gredit® 2ng Bd,, P, 41Y

{2) Cassel, Gustav, *PostuWar Monetary StaBilization®, P, 4,




(53)

e inporient sesumpiisass

{11 Certsin habits of bueinesa sod basking,

{2} 4 gtven %@v%é sud Hebridutlion of weslthe
Upon thuse tes f@mﬂﬁﬁ%iaaé e ampund of cesh shich & communlty ree
auirés depinds upew %@ﬁ*kﬁ%&% % peloes, Suppses wapwantios and

predustion of wselth %o resuls @ﬁ%&%ﬁﬁ%@i Bt ww%%ﬁ@ and wages by be
doubtred, then twive mg»m&éﬁ ek fo vequired ts do the zeme bualansd,
s sther werds, the tetal guantlty of sonay §a clvoulation ABs o bovs
e less Tiged purehasing power, f.0., the elastloliy of the denssd
for money du ualty, Is sbven conditiong, peepls oheoss to bueld in %he
foen of Pesdy purehasing bowsy ag ﬁggy%g&%ﬁ»&§a& walue whiloh etesds 4n
sone definiis porooriise 35 thels resl incoss, and the prics lswvel &sn
ganerel fs the resuliant of 3 raoe hedvees hs olveulstisn »? sREsy
sud eredit on the one hasd asd the velume of twode os ths oibey, am %o
w&&ak w%$x grew the Tasber,

The pursebnsing powsr of the deliss s aim@%@ $he veoiproend
of the geneval Lavel of seises, To aay thot prioss hove doubled is
Ahe same LhE8g s UG say Yhat %éa purnhusing powsr of the doiler hse
baan oud In twe. Unfertusstely, moui pesmie forget pr 46 not realize

e nonotory slde ol the problem,  They iz sheiy sheaniine on the

"Iait® of pricss is axplalnshle, o the esamw srdnedsles of gupply and
Semand se Boply to the "riee® ar "2e1)® 82 & pastisuknr prios.
Thay imsgioe by wapledelng Bhe *ries” or *Pail? ia priee of s parile

18r sounpdity they bave saplsined tievehy $ha rise ar fsl} of sii




"{g&§

avemnditlies, %&a&}inﬁ%wéﬁu&x prise dspends in pard en the genersl
lavel of prives. {1}

The §§iﬁ$l$£ presd 48 & satdo vatween Brasd and DOBEY .
Suy oaw whe buys brosd sonsiders whish 42 e sore impnitsnt 46 kim,
%&ﬁ.m@mwy ayr %ﬂé bpesd, The mﬁ%ﬁy.is~$%a%#%a§&ﬁ ta the “siher Ruings®
whi ok 19 nboh% hoy 42 4% wora noh spend on bresd, XY the geasvel pare
shaaing powar of $he fellar in grast, ma@&& %izi a8m @wéuﬁﬁm& in hia
pind, 54 he will Be logs &a&&@ﬁa %8 sord with & given amound of
£ Fo %@@m%f§&$@,%£.§ﬁﬁ marahegiug pawer gpver "shinge &s desersi® were
asmkl, Thet L9, the greoter the power §§ Ruy %é surehags *$hings
in geperal® the i&ax s £ wELY bo offersd for say pardlsnler oswmupd.
&%y, Lot brond, sund $he luwer the ggiaa of bresd will Shervefore bew
aam@; S in atbov woavds, Lhe tower he gegerel ievel af @#ﬁﬂ@ﬁ; the

AR

lowsr will be ke y?ﬁ@ﬁ 8% brasde The prise of bresd must gy
with prices 3%‘%%@%&&%. ”

% iz 2 %@@&%S%ﬁ 34 %%% £how of noney nad 4dm aﬁ&aﬁi%&ﬁaay
sad the fiew of JZoede in veturs for them, i% is the numbier wnd sod
the welght 6f 4he valng %ﬁ&% 4¢ eegentizl, Js Iseg sy the sumboy af
duklsrs rﬁm&iﬁ& St ﬁ&mﬁ; esal dollor, stheyr thisge balsg equal, will
have the sewoe purchasiag power ragerdliess of whet the weight af 4he

doliny may be,

§g} Pisber, Irving, "Why the Dellsr &8 Shrisking®. b, 24 22,
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The rejetion of ¢he 2ati by of woney fn olrouletion te
the geserdl price level is borne pus by history, Thus David Bume
in his "Sgeny ﬁﬁ«ﬁaﬁﬁy*; S8y % of the effeot of e 164 eontory allver
dissoveries in Amsrigteethe mines of botosd (15468); *I¢ is cortsin
that slose the dpsovery o2 the mises in Amsrion Lodustuy han ipe
oressed 4n Wl the netiong of ﬁ#xngag excepd in the pussesssrs of
those mines; snd this may be 3uaﬁls'auan£h¢§, smuag other Besdons,
e inorassus in gold eaud oflven, bose viindly we £$a§ thot in every
Eingdom fnte which mossy Begiow 4o fiew in grestes mhaﬁ&anaa than
ﬂarm&viy;.&vagyﬁ&ing Blees on & new foae; iabor and iadustey gegn 1ife;
#nd akllifel sud even the farmer follewe bhis plew with greatey alaceity
snd stbention,” |

Sisllerly, 1% fo elsimed what the gold #eesveries in Caife
fornls snd &aaﬁr&;ia about the biddie of the 198 sentury helped 4p
emaaie the oxpaaaaea of $rade end industry whioh was o mark of e
period of 1850<75, Wewmerch, the grest statlsticiss sad author of
the stasierd "Hleddry of Prises” said in 1853; “We ave Justifisd in
dogeriting the offects of the sew gold aa a&m§s§ w&azzy bﬁaaﬁi«ia&~«
4% has slveedy olavatod the sonditlion of the working and pooroy elagaony
8% hes guickensd snd sxtended teade, ” _

In 1863 Stanley Jovons desoribved the effech of the fall ia
the value of golds “I4¢ lossens the couniry as sobhing else osmld from

the old bonde of debt and habit, 1% throws Lmorensing pewsrde before
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#1} whae wm muking sad aoouiving %mamﬁ» ‘m axelteg the agifve
and axiZfful vlapaes Yo new emerilons, snd is, to some exbeny,

like s disohurgs from hie debis Ls bo She huokeupt loug atregdling
agalagt his burdens, A1) thiz ls sifeoted without & %xmmk of

satbonnd gend Tabtl, whleh nethiny ceuld spmpenssie,”




*Paw govarsments fo time of givoms capn resist She bamp tm
tles te meat thelr lmeedists fissenisl neods by iworvessed fususs of
ppar, snd in this they have Lnvariohly the supperd sf the debier

sloss elsimieg 3484 *money dg sonvee®, Henow the tendeney is siways

slomsst tewsrds excussivs fopve, wiith oonesoutnt dupresintiss, Prom

thie followe the vohbery of oreditors 49 the Lseediste sdvantuge of
helr deddave, nasng Whem ptande osusplonscusly the goveeament L3asif,
Thor sheve fe siss the destruetlen of 8L osrdsisty se o the aesasing
of sontreots meds fn terme of mesey, sud commerse besomss Sambilag” (L)
ﬁawiﬁﬁ the deende Tollowiag 1934, the survencien of several
Buropsen counterles were Ladissed, The Cerssa wark, Austrisn krene,
snd Russine rouble wiil secve as susmples, Thesugh ssceesive iesuss
6f motes nelurel debls were repudiated and woalih saken fgﬁm the
ansl thy &&&g%éﬁf&aé redintribuded, Phe Tinlies ng@ sud She French
frane were somewhsd 4800eveatly meatgsd, but esoh wou fnflated hefpre
 belng siabilized st & new and lewsr paviiy. Iu Hreet Britein asd
Canadn 55&&3@&&1 aa&agﬂ&ﬁi@ﬁ ware net by lecresged borrewing frem Yhe
bunka, whioh in tuen Brought Lnflalien in Lde Svein,
& goverement oan mmmese fu meat 148 obligetiens for & leng
time by printing phper mebey, LSt us Sssume thed dhe value of gold

repning, far the time hedag, #ixed, ond 4hat thore sre 4p o gsuntey

(1) Clerk, 4, B,, "Heoset Developueats in Curressy osd OUredis®,
reprioted from “Upet and Mssagement®, Jepitemver,
1929, pe & 2,
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ten mlllion notes suuivelont &3 valus %o feriy-five sililen sold
dollers, Supsese the geversmest Lesues five mililos meve 2otew so

that the toial smownd of surrency begsmss fitienn wililow, then, G0
serding %o She quuntity theosy sf mwaﬁ%, e fifvesn milifon setes

sre $55LL enuivalent s pueehssing power te fortpefive militen dnilery,
In She First vese emoh note squels four axd onewhuif Gollors, end &8
$h4 swound three dulisrs, Nonee, the origiusk tes aillicn sotes held
by he pubkic sre aow toly sorth thirty ailifen deiless, whils e new
Bsuue 1s wordh fittsen milllon, By priniing paper notes the gevesnment
has dransforred o Ltself a5 offeotively ws by temsilon & sum squsl 6o
210i06n wAliien dolisrs? (L) The iafisibsn hes susended Yo & dax of
35 1/3% un a3i asts helders is propordion e shelr hoddinges The Ao
sldente of the tax ie well SLf%used, the tux Snmnpeble of avesleny 43
esels nething to colisot, sad in o rough and rendy way people ave @&a@@
in progorthon to tuelr sbility e peyy wnd helore pesple begis 0 vesliw
ise that tho notes eve warth lese Shon tefsre, the new nnisw ona he
phated off BY Lhe ssme value 48 when Yhars wers eniy ten wéllion in
shronintion,

Then, suppose the fovernment repsats Yhe srocess snd prints

® further soven sad & half willion nates ap %é%& tiere wiil be twagbye
o 20d opewhelf wililen vstes shisgesher, whloh by the previons Pessone
ing ave worth tws dollars ook fnstesd 5 tives #skisrss The govapp
Bert has trinsforred Thltess willive deliovs Just us before fepm Lhe
Publie %o Liself, ar & tax of 33 1/3% has been impussd in propostion

Yo abitity o pay,

1) xeynes, B2e 28ke, Doy 42043 22,




{38}

¥hen thess sksoslons sve overdpns reletively s the woaldh of 4he
aﬁﬂmaniﬁy. the prosperidy which aaﬁaa@aaae& she note lssues diminishen, and
the &&ﬁﬁﬁ&?& of liviog is lewered, With ihe f81l &8 the stendard of ii?&ﬁﬁ,

hara aay bhe suffielent curyanty v oenduos the uslinens of the aaautrw duenite

‘the sggregate 611 in L4s value, and sven §$7 the aﬁgw&gat& resl valve of 4he
surreney falis, sey, 700 of what L% was befors the sffiensy of inflatioanpy
toxation hee sot bees Smpairuds 431 the government nends to do l2 % inoresse
proportionally 568 gquentisy of nutes,

4§§$~@ﬁhii§ i¢ more or less the vio®im of hebit, I% &g noousSoned
to regerd wmoney ss the uitimete stendard; ap belleving thes the vise 4p
gw&a&a dve to She Lumerease in aote olroulatios 4s oaly temporary, they koard
811 they oss, with 4he rowuit thad thaey held Lo & mune tu; far&'a~£§§gg£ B
gv%gﬁta-sg real value thas before, Sipilerly foveigwers think the a1l is
the rasl value of the money as svidenced by the ¢xohanges is temporary, nod
#o purchass tké“maa&y spoouiating for the glae,
| But after s #hile the public siswly ?ﬁ&liﬁ&s that 1% Lo She holdes
of notes, that bears the load of tagation, and csnesquently pesple naa&om&ﬁa
&8 muoh 88 possibls theiw halﬁang of sotes, They may do thie bys

s} gpendlng thelr ulbimate reserves on dursble eljecin, 3&&&11&@3{
or houssheid géa&a: | N

{v} eoven though 1% be st great personsl incenvesismoe they may
~ Teduoe sheir $411 snd poeket mosey:

{s] they may uae foreign waney &n liew of the meve va tusal sad
Sohventent uss of theie oW,
By thus reduclag the smsunt of netes #i%& which to do their busliness, the

Bidragate rosl value pf the noten bogomes substuntially less thsn belore,

#%s the notes in clrdulation bovons worth thisty miilion instend of fortye
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five milllens The vesult of this is thet ths governsend ie forued to Sow
Grasse the vate of Lnflatien im evder to secure & given sem &2 bhe Lewy
falle on & smalisr emount.

Uhen the public % lesgih iz fully alive to ke grevity of the
Bltuntion, Lo Shelr effortd %o avold loss, thay veduos thelr modd halde
ings e %hg.ifwm&w@i&iﬁ minimomy 148, bolgw She vorkloed sdalmum, In
9#@&% o d¢ Shis they replonish thelr duily needs for oash By borvewing,
By #ﬁim menns they are pomalized for meneyeraiss of intersat at suoh

timen sre axorbiissd, o.d. Sevanny in 3023, ?ka:a?“~ wpraks of Latevent

rises undil 3¢ ggnale

ailsn of BHuEY. The publiie, in thety aﬁxiaﬁy %1 hold ne 1l Wtle meney
a2 posalble, fsll %o provide themselves wiith $he sislwsn requieite %p
thaly &@aéﬁ* Hanos there sve recurreud perisds of sonvoliy of aurvssey
vhes money Lte veplidly %ﬂg&@%&%ﬁiﬂﬁm ‘

In the lest stases of inflation She velootty of oiveulaties
hoosuss gm%rama, and thie may osnse prices %o rise while deprenisiiay .
the enshanges meye Shan 4he iuvorensad gusoility of nstes put fots o6ise
sulsiion,

Thers aes, bowever, pursoses for whieh asoser ie wsod $n moders
saoisty thst do not lead themselwvee %o & osnifnusnce of the inflasiensry
lewy for suoh wn sxtonded period es publined abave. Then meney t5 held
88 5 store of walue 1% is dheosrded very quiokiy when a fuvther deproois
aiton Iy expecteds A3 n unld 47 scosuwnt for eondvesis and Por balanoe
shaets 1% soen brosmes worthless, Howerer, i &he g&rxaaﬁ»aggey he
legalized feuder for the poyment of debis thore 13 o tendenay so far to

keap bl owrront mendy 53 & standerd ignger Shas thero shonld be,
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Pionlly, ws sonoh $he very last #tage, The Legal tonder menay
is only used for the mesd irifiing #upeadlitures,s o 4533 onss the 38ial
vaius of %% note drane sesded by the sublile o eeet 1% mislous vesuives

ments ig altogather such » palalbls

Ly, sasil #@ﬁaaﬁ hat the geveramsad
L2 unable ty rosch eufficlient ressuross by Ba i&£3aﬁiﬁa&wy ievy fe meke
%he taz worth while, Ianflationney Senstlon bae defested Ltanif,

{¢) Bstissipns |

T §ﬂii@y‘@f redeciag ha ratio botween the walume of a
conatery’s curvency sad the roquiraments of gurahlegisg powsr is the fovm
of mendy so o %o inoresse the sxelnagy velus of dhe ousrensy in Seros
of goid ar of sodmedidies g aaa?§a§aﬁﬁzg ﬁ%&&ﬁﬁvﬁﬁfiﬁtiﬁﬁﬁﬁ {2} Dom
flatien is the reverse provess of Jafletisn. Lastesd of the purshasing
povwer of money falling we im the oame of fsfisdinn, sur consesnd sver the
gead thiage of Yife in terns of the puvolsnsiag gpusy of $he Asllar is

insvassed, ¥4 is the smavecisd

5 88 apasssd %0 the deprestadien of

& sountey’s ourrensy. By mesns of defistlon the wealth of the oemsuniby
iz Wransfervrad fron the piher clasess 8 ssolety to the veatier nitap
{3,2, bosd holders) ssd to all holders of sitlss %s meney, It invslves
8 tranafor feom the setive olusees, G«fs teaders, nemfsotuvers, fermory
(the vorrowsra) 4o the insotive oinss (the lundersl, Deflstiesn means
$he oppression of the Bax siyer far the emrlchment of ihe veniiers Uow
Fistionn swens o reduolion of pPofite and wages, If voagews resist the
progess snd §9 fells loo besvily es preflite the resuld fe waam@X@y@aéﬁg
¥ren & spuekry i8 on b8 gZold standand, ned the valee of ite ourvency

is setomatically adjusisd by 