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file "e~rB of' commodl. pr1cea~ .~ 1;he. 

ps:at een:~ OJ!" ~. !'onaa. anmterea'tlng 'ana'~­

t!".~ 81;ndJ',. A8f'aPa8 318 .lalo1m DO good ~$ot 

¢. ' ..... ~,e -".' .. ~ta e.%! .•.•... 'lI*-.: : .' .• e.·~OPe .. · .' : 19__ ~ .:"'. SaP. '. :4t. '.1Ih .. 1. ell 
'the aeries of. Eng'!!. __ index D1IBtbera e01llPled bY 3e,V0B8 

'. eea 1"89 SIlLd ,lB09 1me lndd 'Ot.EDglit':. 

86 to 116.l,and ::bl 'the .~ .r~,,~_ 

t~ rell f!J-. 101. ~ 64~ Frta. this ,time on 

1Df" . 14 \thE~ tPoat 8a1iePbeckJ'" ~ 

::'.~~BDd l895b-.-.'me r-
'14 . to nl.. Zmlex~.. f"wpz!'ices .:1aUnl~ 8$8 .. 4 . 

~poDiUDg tl.uicJtua'lisaa .~ the ... 

Vnltea :lltaiiea pri.cea :tell ,beiwe_ .i.s"n 

ana 1896 a' :ng to imte lades: which 1"ell tro. ioo to 

51. ~:1 f;e. 191.4 tbare _8 al.mUt. a Cont~8 

rise in 1ihe1ee l&vels~ of' 11nl'ted Sta'tes;j EDglandj and 

'. War ana ~o.t;-1fa1- cmai~t~ pla~ed ~ 

'w1toh the pr! el.&Y8.la of' all ·the leading e~i_.. ~ 

" Dttt"Sed ate,tea the' h!gheat peak ot' 154,,"4 

]'9S0. .0JI!l then_1~, has almest 

·~ead!l.7 f: .' "en,",:)] in .~,31. J.\t waehBit 75,; !n1932. 65~ 
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in European countl;-le8 ·w.-e mOre seriou.a17dlstm-bed 

"than tha;t.o UIdted. state.. Jaf'l.atlon was. caPrle4 

exteIrt~hat 'the ~.elie.el·~t 1:1aV8: .p~._ aore 

·than .. mUll, :old~ ,!b~ ~ame was ~; 1"0!" ~_ •. 

bBe1a. and· ~Jl~.~tirie.tJ., but :'th~ .. iunatl_ was' 

~de:lt m:uBbe~8 1116&$:~e elltmgea 1m ~ 

~e~ level -r 'EJ; counw,r. and these .. in ~ are, eq1lal 

,the ~obastng power of mQne7 ~ By 

~$, Qr 1nd It, D.um~ ,l't 1. po.~lble toe~ ~lee. 

'lJl, ,~~1 0 " r a. gtV'tm pw104~ to ~ other ~od 

,(f)f 'th~, same ·ength~ $el~'Oted· .as ,. t~ ba"eQf' -e.~1.()Jl. 

~, ,i;a~ no, aec()Ut1t ~t ."t1Sr~~t~~ tn, ~ pries. ~ 

,"'4;1¥1tiu8..1 e ,,9d~i;i.~e~ •• b1eh~7 ,.tl~~tuate~4eordbJg 

,1;othed; 

~& (lhange~,,'.', .e p~let •• t>f.g~od#. J,n ~).,.. ~ •. 

lod.tihe l~lex ,D.1lJDl)er or ~lee# ~ • 
. ~(t ,le~elha8·~eJ:l (1*~ ... the,pn~ 

~:t;lODof 19"1eeaof' ;lll!1 goods 18 upJI1:lPii) * t:bed.,U ... 

wUl aol; ba$e as ~I¥ SOQds liJOlf.· 1t. ~1ng I ,,' , " .,,' " . 

p)'Irel!" has f'al.lea. , ,.~ the, l)ther hand~ when t~ .1Ddex 

, #f1 the p:r:-'1~ ,1.Etlrel. .~ f'all~ '(1,"!i~ • 

. ple~ ~ge,'~ra~ ~, ~~~eJ1);' j;he,,4~llSl!" ~111.b'tt7 

~ 800da_ta pltlrohaslngpowe1!" baa ~!.SeR~ We ~lude '.' .' . 

~ .. ~~'t " change !IlL 'the ~~, ~ f;)~ ~leea 

$mH.9ates ,a 



- - .. -_.- .'~~-~..,,---~~----

: 
,~2 •. ~.~~ .r~7 

~d not, .. j "._ ~_~ a, amst:ter of!: ~;-~ 

iSlM·a ~la1. tm(J;' .~~ee¥.!l. and., ..... pali~tt_ 

~~ ~ -~ 'bescmgh't ar~." Xt. l:laa, ~g .~ea, 'the , ,,·,or'.t. ,1\WOdbl"~ . .-e ~" of" keeidng 
': ... ~ , 

.the: ~,_ .1«.]; .• 't.a.b1e"\"' , ' U, ~ -'the dG1lailt- 'wU1 .. 

~~ v:~'ea,_lta'rpl¥,. O'V'.~ a ,gi~ ~_,.. the 

.stab!11:t7 or ~!.n_s, ~t ~~ 8lld .~, al.ae .. e 

,t~1a1 .,' ,t-l~ 1IIthb ~ ~ iada ~~ad.i 

~1tc:m and, de.1ltu._lalf4on.~, are 1Q.lBet.:~ '!he 

~ee w·thald_ (Ill'!' f.a11, _ the ptee~jeri. 

'~~1 " ' •. ~. ~.1nga :tong~r1od ~ 

atreot;ed __ 'as 111 Jl_CU&'fng 'f)OW~ .... 

~"t ... ~(lJllS1de'l!' 'the e~.t'~'t of:.~ 

bl 'the pice 1_.1 on ,dEibt!oJ:1" ,and eeti~ -.la'tlona, •. 

Iiet us 81' rlPi)Ot$:e .'deb~ iM~ be· ,el!_~ .to ~ '~ . 

Ilnl~d 8te. 

'i\ib.e debtQr ' 
:." (, ' " .. 

. WheI1' ,the,ladex .... at;, 15'.~ Qd ;hat 

Ueti.,:tolnllP&yMa, :loan ta .1931 ~ ,''JJ;he. . . ,- -:.; ~ '. ,'" . 

~,V3. Bet.ill bav.e tQ.,~ :the~ 
. .'.' .. -

.~ of dQi"l.aJta tha~ lleborro.-.4. ba1;. 1a 193). ,tb.&:ae . . '. . . '. . - - ...., .~ '.' . - '. . --. 

buy ntOr'e t,mm ~~e as JIBt'Ilh.Q 11 ,$;l12dlar 
. !' ~. • "'. • . .- • - .. , .• -' - - _." ~. ',' ""',' • - ," • '; '.' 

_" .'than ._ .. ~ as peat. ,a-$' tba:t he ~$l,.... ~ 

. and the .. top lues •. , .if' t~ debt . ". ~ --:. . ' 

eted ._~. the ·~ae ~y.l. waslQw.;~ ,and 

.waa,~a1d.. . the price lavel'1ISA,'~* 'the 

QPp:as:1tB won" ", ~ -~ ,the ~t.or lIOtad l.oae,. 

. am. -.,.eah.. ~.th1a ~:_= :~ ____ ''''_----i 

i 
-j 



4". . 

baa probab·· .beenexaggera'ted. Although a ris. hI _ 
'.' . "',' " , .' .. 

. price leY~1 hamilsorea:lt; __ '~ aeme extent" ,it~J;aG -

~ldtms:~ '8' ett~~'l; BJadm1B_ the· bUm.' ··lI1gber 
• " • • ' .' I • • .' , ~ • .'. ,.. '.~ • : 

itor wh:1.Ie 'lIe hl!te8~dug pelf" when 

pa1d" he also bea8f'~_ fr:om gpeater 1i>.'wJ1116SS 
. , ., .' . 

a~l~" lI8DDep a ra~l. !a :the priee level. 

. cd ,or diepPi,.a1oa u_al.l,."" ~ de1J~ 

al'tbougb he lases, WlieJ1 he has ._ Pepa,. ~ ~bas!Dg 
. '. ". ' \. , .. 

pmret!., ye't, b8llef'lts hom the 1"ao1; thai; ~s !,11Ceae ldll 

buy. more.· ·ko the haNrttll e:r~ee~ 1ft ~~ case ~. .' 

euahtoned J, 'someextou.;t bJ: 'thesmae ~_1n 't~ .pp1ee 

ievel 'tcha't 

~tlers .a%ld s"toekho~en ~ 

peeultm/tlJ' :1taated nfm' respee1i W ebmlgfts!D ~8mg 
" . .. . 

power of . ry.. t:tts mclI$t e.leaPl,. 8,XeDtp!U'!.ed b7 
- . . . " 

..t !'rv1r1g.F:ts 1fheBhe gives ~e ... leo~ a &milptmy 
, .". ~ .I • 

1f1deh in 19, 3 ~ a. boztded ~ or tIo.o.,OOO.OOO$ and a: 

dBd'lar ..J.~ ot' _tB't~ stock; each of' widell 

~e1f1I!d. (;l( .•. l. #&.~.ooo - a tGUl. 01' ao.eoo..ooo. 
Lei; WJ ':~e ~ ~lP8D7 ikte,$ the S:~~ volUBle #4. -

tms!:nesafu 192O;"bnt. Illt a Qm:iblad ptee l.eYe1. 2he 
.," " . .... " ' , ' . . . -' .:, 

. . 

aDlOlmt ot· ~." fop ftil~l_t!m1 ~. bondbolties 
I • • '. ~ . . . 

and rioeldmdes wc:mld naYS dmtbllft! tIi ~. -k-0.,.,000.:600,. 

~ or theal __ , ••. " ,tm be. 1id!B>~.1fll1 .. '. . ... r~.· ..... ,~'M",. , .. 

~. J eon~ot. ·the ~ ~, _the!p bend .. 
, ' . , 



__ a peal·" llte ofODl:y' halt 'Or thato1D '1913,., 2he 

.'OOO'$eoo w1,11 be ·«lstpfl:nt~ .~ the 

and this s_ 1D 1980 baa ~~ 

1913. XD tb<s caae 1:1;, lsqBl~e eY1dent tha~ the 

stoekhol;ders gam at the e:Epe11Be .. ~ the MnabollleP8. 

zt 'the ppi.ce l.eve1 had f'iallen 'Detore the6al!'J11Dgs 

.'JftJr.8 d1s"tdbQl1i.ed. the_p_! tewcmld be true. 

Arle~her paBott wbG stands ·to galn when 

ppiees fall 1oae.'heJrl tbs7 Plee Is 'the wage .e~. 

~ lIWYeJaent.' ~ wages 81'''878 las-conaldeftblybehirid 

the 1IIIOy-ement. or- p~1.eea. ~* Whllepriees f'luet;uate 

,eDd torellbllin faiPl.y stable:. with the 

1._1 f'al.la· a nll pm.-e;l\hase less good_ aali;pl$:ea. 

file depositor .1B a bank ~ttanda to gain .ap loaetn $: , 

mamJeP simi" to ,the Wage ~. 

BH.la boll an. umstablee.DPre~ 0tlCUr 

not onl7 111. " eonntl'rle1s" but also ~ 1;hem" 

-.pec1al.ly ml.l~ and'ar2re-r the' '''eat WaP. Almost, all 

~± ... ~ he .. 11'!17 at; .. time _ 

pp1ees of" ',ltles we ... at ~!p highest,. _ m.t'JSt' 

eases 'the .oJ,. ~ was turned into actual goods 

ana ~1>1~ tew -obWDed........ .hEm ... th, .... ~ 
are P87able,. J.lee,s hayS :tal.18D to a hal1" Ol" :1 •• 8 er 

what they .. ~ when t.he<ilebtB W&l'."e ~e~. . '!'.tda 

meaaa tJla:t 1 tJtakes IIIG.P'ei than 'twl" as IIBB7 goOds "to 

. Mp&y the cap tal .·of' the 10m... On wpof thlsime 

m'terest en . ' eapital lla$ aCC1DRllated and ~ be, pa1it. 

l 
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11718 D(J~; hard .:tor. mlJ"0De to He the 

~ .. ~j1l tl._ ~th~f ~a1.Paess BP:1s~ f'1tioII ~ 

pooket Oll'" a 1etterY". lath ev-&1"Yebangem tbeplee 

:le~l.0D8 e'.u.s· erin61.ftouau md.tt~~ODall'7 picks 

~he. pocketaJ: 1;be .ethe~; ~ ., PIt. N,~ 11& - .... her, . .,. 

ao8'.-el.ass' . . the· stallr_ o~ the ether' as iD a 

1hq~.~ .&JdO:F. aptly' ~b 1.1;: .,,~ 

f the pu;moe'baaiDg power ot BOney ~e the 

.lm1~i& mjus~lee' ell ODe aide and un-

4BsePged 'PJ!.R on 't;fhe. ot;berr.- .···:It b·.tttB*l:y1mpe.tmthle 

to . 1I'ba't. e~j#ent,th18 wholesale pi.Okpeske't-

~ 18 .e&r'P:eQ on.. . '. .' 

..' '. :. L· h ap1te~ .Of' ,.the.: . baeDdV .• rthes~ un-
a.~$l ga ana· 'lo:aea ht ~g pe:trer', t'e. 

paePl.~.~;t·~' tiba~ they'bave: 1.ost·er gained. 

Bee.auee '1lIiIG$J, ~·ae;~l.l.T.· t'hinkonly in 'te~.<Jf 
doll.a1-s and een'&s;" 'the f'ae·t tha'tthe,"' have lost ,... .' 

' .. hasiDgpC:l_er i:s. h1dden~ We hear ~me 

1.1;. i.e blgh· _e ~!fl~es haYB· risen;· they'g!Ve 110· 

~t to· .1M l"a"C't· 'thsLt; , t;he'value . of' mcm-ey. 11J.'a7 bave 

:rtl1e:n; Te't 111· JIlO!St. 'e&111$~ that .!.1Jaetv;ally ·1fbat 

th'l.s poil1t.: "hat· h-YiDg." );'take].'" kas . wr1~t8B an enHght­

en!ng beck GD the subjEtC1t.~ ent-i·tied -file ~ ll.l.ils1oll-,.. 

X:f - _11::: - _1,,- h ~ - - .. :r 
~has;1ng ayell" eellmlOtiit1ea,. tDetead 'Of" aei;ua1 

~~~_~--,-' ¥_._~_ r. V~ ~~ and Debt by l!addJ' p. 200 



. , . - .; . . .. , , 

, ,gai.na andl; , 'sea,..ftta11; d-te:r- al:1' --e7 18 Bet~ 

sore "thaD a~: '~jtn" eommoc:U.tf.ea" shOUld, DOt, pe 

f"OPgott.en. 

. . .' . . ,; . 

d cur::t-eneycJf the Bonse of B.epPesent.at;:lves 

in lIn1tedS ates ··bl.19l5S,t J?r.of'e8so~ PisheJ.!l stated his 
, . 

beliefs' abo, t an unateable cup:Hnc:r illiwh1eh -7 bnet17 '. 
. ". ' 

be _-MP ,d aaf'ollowfu 
, , 

1,.. al1ra78 hits been unstable with a 1'.w 

2. In:r 1#108 and cletlatlOl1 are 1njlU"loua.. and if 

as xtPeme as 1i~be preseni;. PIilinotts .. 

2.. t.fbe tl:!ree ma1n ev11s pasnlttilg 'htom lnf"la'tiol'1 

,anddet'1ation 'llI.q be d1vided into tbPEle seeMoas­

, aoe a1 mjus"t1i!~e, social d18eontent~ and social 
I I, ' , ' 

1nefftC1e1f8J!" . 
4 •. Pea 1e a:va pre1treDted. f"rom rea1.1z1ng tMs by 

wha he ea11s 1fue "onel" :J:l:lulcm.· 

5.'!h6 present deJn-essl,on 1929 t'O 193a ,1adlte 1B 
mos 'pap~' ~ 'dfJriatlO11. 

. . , " , . 

6. ~e price leyel could at!!.l go _ell' taPtber ·down 

'v.. '1b1 drop , ~ . pi-ice leVel 'Could have been 
, I ' , , 

" laPgel,. pr'EJyent~ed .. 

S •. ~.'fi _present thae lt III ~le to_ 

ext~t .. 
9 .. ,1. '1".. t 'fit 18. D .•.. ~ e. ~~ed~. '~;mpual1""" ..,._._ "fir- .~ ---,._';_'_'._._ ..... ~_~_~ ___ --'-_' _. _' ' ___ -' 



8. 

1tat1.7. ~ th&se bel1.ef"8 aJ!e 1lluatl'islted 
~ -. .' , , , '..' " 

tfb beg!ald., b., two· lt8mB~ cae a~tng ea the. ~ 

, 'see. to ~Jd ou.t pPODdne!lrtlT 88 a cause of" ~be . 
pre8tm~ ~Sl_ .or··ba*tne_-.,()Y8~!a4~ 
end .. '·: .deft. ,.~:;I .," tE. pp!,. ';., ..... '. ,. -. .... and. ,,' , a~t. all, .. 8Yents,.· CIm 

be expl:;::r in "t-heltBih~ orthe:$e~ Xa:1929 ~ 
was' the a_ k J.IIlU'keterash Which ~:ft.rd at a ~~ 

ldw&sonrabadowed by hqe 'IIBr. and 

enkl cleb'ta. In·th8 tmi.ted Sta~ the 

.. had e ,ed __ 1; f'a$deb'ts. 1?ost4ar Qond1t:10Jm 

t ~f W1~a j~ll8ne1al apeeti1at;b:m sa to ' 

the rate of' ~, MUi., ,B1!7 at boae and 'abJi'oatt.ldll8e maRJ" 

'had been d~ Iian,. oui,. 

iDT8Sted f\.,. a ahon t;hae aDd then w1 t~ boa e.e 
markets; 't]" 1lE' ~ 1f8Pe the ODeS ' .. ~ d:mgepmta 'CO 

they' b.m~aaaed the ~and UlOm1t or 
·ae.b~d1aeae1t seems' 'to bave a1!;taQke(l 

~he eC0DtBde .,.st$lt"" '1ne pPeseni; f.ndebtednea. ,cf'the 

tfnltea· g~te ' ''1. now $sttmated \0 -total. DIbre thaD 

tsoo,IJiOOO,·OOO.OOO. '!'he .:lte.ebt disease- _at have __ 

eOlltag1c:Rm", ",W" eventua:lly #' :f'ol..l.cnd.ng~~ 

l.'!Sher-" s ' • 1<t81PPea:d to the don:e and It 

cont:rmeted -t sdol.1ar "1H.eaaevi ill 'the !'ollow!Dg 

pe.~ oap1tJ!1 1DdebtedDed' ot t'tn1ted Sta'tea 

1.& not ., but th1Et po1at 1.s. that 1:t, 1s too few 

people'whQ le 'bl debt ~too te .. , Wben i.1t !B d~red 
~---,--L, . . 



peap.lebln'e fteh '~ ~~.' 'l~ ~, 
, . . 

aD to ~m ~!i;,. !!he, 0Bl:y ... Wng 

-.,. 'to, en 'T I.e _ 1~1 tilatc J.a.. they Dve 

_-aL " '88'the7 ea ~ __ ll~ ~ _lYe 
. . " 

pri:.Qea delia.. 1Iben pri.eN __ to " ~ ~ 
, ' 1"_ they .in be "-t in a .~_ 'Dr 'rall!Dg ~. 

begtB wee:11, 4!1.:v!Dg ~ee$' &un 

has all BtiDtet.i boat a t'e.w ~ to ' 

.As ,debtora eegiapapng tJrf t~ 

a aoD'&aJe'tt_ lne.tmr.e.nq..'.~ 1& 

_~ :oaaea edeD~ was ... 1ie4 h7 the lHmk (1 .. _. a 

uP.Erd to 'the ~"taf the ~ 

'h,. ~s:of book en., ... )' 'Wl1ea t;ba$,debt t. repa!.d 

b.J.' means' &f ' ' eheck em jthe ~. 4 'd~al-t. tha:t 

amh...,.. 
~lml of 

1n~8'" 

ppempa ,f'lPOa.~a't1Oll. 8$ 'the "eoJ1-

,~ DeI!SlDa :b!' thi.& Way and Flees 
, -

I,re... Edl!lac pri.- ·!Ddtoa"te 'ait ~, 
. , . 

Pf,lWBP of )~~., ~1; af'f'eeii$ asse_. but 

t l1ahl1t,ih8;is,mee they ... -n7 

, '02 :sO &ulJ' _~$.. • thaittileulue 
:;.,' 

tal1wh114~ i;bat. ()f ·J..1ab.U!.idq 'l!a1FiSH 

the tta.e,'- " .H"f"~ be ..... ___ and ibMl-

or 1ni» p-i., ' ;PG1]l~1Bg· 'this -~ ~' 
~,. St,· ' :e¥icienk that. ~ 18 a~-

ftta.:Il:l a 'up!:1;a:U.eti_ Q'deJa it. t. 

t;he . ~e), ~_~" .. 1ftre profit.-;talttJP 1I'be .pelHl.tes 

~_. bie p"j~1.. ~ smaller> 'eP, nil .. _ 
.. ; '. 

l 
, 
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1dl.l 'be '1\.' .':"_ . .my ,~. caeh1t't4Gwathe}'flmt" 
!0' , . 

-nu.otuac· .' 1D the peehaslng powe:P'o~ gOld .. aN.· .. 

a .~ 'o:funemplO7Mnil.·· . ·W:·or· ... 

.•••. ~l!&~e!'fe4't ~ '~ ,. 

~_ ~ .. ·J'eIIple ....... m i1Mlbl 

~!ng".' '8 .ft1~ Dang en .~ iilleb" ....,..~ . "~ 

fa 1d. .• ' " '. ·~·.~it1at·icn·BOO. &8 'itl!e '-<u.ng·· 

~_~ wi.' 11 ___ ." ' ... fallaNa;a bdk.·' .. ".' __ ... : ..... " 
bave m.me,. b ~eJ?" to ~ 011 ... , P!tten,7~. bi: 

a _han .. tn 'Ike b'ti~!Ji; __ ........ :1~~8 '1-. ta 

a~lGd ef' ~_tOB'i.e,.. '.~ Pa:t~ f.n ~. ~ 

Bme7. Uae~17 ~) ~ .1IbaII. the ~P1ee. 1 __ . 1.­
~aUsraa.J. 't-ba11 the 3M., ~ In~~$ ~ aappeDe filmtln4 -oJ: ~ .~ '-m: ~. the 

1D~ is ldg~"" "umdDeT t.ll_~ tends _ 

.J?l.'Of' ..... ahtm··ha.~sala ~. ·the· f'aei; 1;ha"t 

unataOle . t;e ~m.:lDl.e !B .. !.a'Pge ~. 
( ..,.... .' 

ftrIj .. ... . . ~J. •• lIIrh1eb ~_ tinl7 • ael.O'lM 

.~ ~ .J depesstoJ-. :!n lib .~ ~ ~ •. 
, .... [. . . . '. 

~- lie L a lder~trd~ ~ .&1: e~ts ~ 
QeniHug Ia an··sf';. 'thea., In 'tldlJ aePi_ or .~ . 



11. 

: ~e various steps are: 
?I< 

2. 

3 .. 

4. 

5. 

6. 

¥if .. 

9. 

De, " l1qu1dartj,on. 

eat·· ena,. eontll'actlon .. 

Do ,18r growth -- .1t.s swelling (considered 

,ally 1n terms of a falling price level.) 

-worthredtl.etlon (e.xeess of assets' oval-

t~, anilempl.oyment. 

slmiamand dlstl"Ust. 

dedc1rcu.latt:on. 

!!hese steps have been .ou:tl1ned ~1efl,. above. In the 

~ it 1s not difficult to connect the 1fdebt 

d1aeaseV {t .' much ,debt} 'tbz-ough cU~e7·CQntract!.OD 

to the-dol ar disease" (8 swe11ing dol lar 1.. !he ke7 to 

all depress ons 1s;the lfdollar d:1seasa fti opfal.11n.g priees.., 

Both "",fl. tchell am Dr,. Thorp have obsell"-v-ed ~ fact.-­

ice,s are f"a1.11ng, It depression l:asts a long 

by chanee ian up-tu::rn occurs,,. a d.presslon 
i 

1s out short, as ltwerle .• 

At the p:r-6sent time the b.llapis ·our 

nnit ot curr ney and it is def"1n-ed as 23.22 grams at' 

fine gol.d,.. '., to 1sccmst~mtin gold 'Content. but 1ts 

purchasing p war tluc1iula~es constantl.y beeau:ae the price 

level '1s al.~YS f'luc'tua't1ng., Su-eh a. C'tll"Peney has been 

demonst!"& ted I 8S unsu1 table fop CU? needs. It does not 

f'alf'11 one ok the prime :r:tequ:!sltes or a goodunl tot' 
I, . : 
?It 

Beaas and Depressions -- p.26 



.• lIOBe,. -- Ii; dQ~s·,noi:t .• ,larva as a store o~ value. it. 

stable 11!l ~hasi.ng power is wha:t we 

. been eagel~lT .sought after' f'op BtaDJ"78aPB 

.eeonomisu.... _c:mg. augge"ted ·paUl$;tlves., 

8~'ted do11811."- plan of" f?of'essop, ~l"''rl:ng , . 

Pishep. of' r 1e."fiPst ltmollshed about l.911,.stamie ·as 

one o~ the' . GreDlOst;·3i1done of' t.he least croltlc!sed 

toea1ialill1sh a stable unit of money. 

I 

J 



',' ",~:[i., , ' 

~DHImORY' 
An .uam1l_~1on ,of' P1'lcea ,~ the, 

'torynveals that" ~ ,pri.ce: htvel' ,lnUJ 

stabl.e. ,~ ~." the:' iai&~actlon ' 

, ,ef mone,.- in' ",~·~de 87Stesa",,1tbe- Bl()1':l&~' 

un1t .baa con't'1nualJl7, changing, 1n ~hashlg 

power ,and 1 t haa always been regardedaa ,an "ev1l. 

to euPe. 

'preaer;lbed bt the ,peop.b!UI m the varlO1:l8 ages to 

ral :level c()f' ppiees.~yen ~, by tih18 

ta1iaad~1Ln1;te 8t$lldUid. Qrllvlng .•. 

, !the "t1l"8i~ .1nst$nc.e of' a so ean~ . 
"debasement..o thecq1naf~e was, 1f~n Sol.., e1;1.ang~ . 

;~ .:lgb:t G~, 'the, Ata1emlsn tdl¥er dl"achDla$" maldu8 

'them 11gh~t, . ~la was done appares1yto obta1a , 

a ...... eoa+t~. Imt 11;; <W1. also. be . 

argued that" -tt 'Was; a1ae4 at rai.aing pr~eea .. Mob 

, were Yel.'7 10* at the i;1Be. "file famctLs debasement 
I, 

or the Athentaa 'e-o.inage by th~ tyrant Blpplaa 1n 

5l.2 B.O .. wh1he ata.pedal.l coma .. Uh a mark . 

deDOf;,1ng dOUf le tihe ~Grme~ yalUe,~ -,87 al80, be ',' ' 

at.-'t:t"lbated J, a .seriOW:J :ran. 111 pl'l'1.ces:~ ro1101dng 

on the ,cap~or ,~CE~ ~ the Peztsians and the 

cutting off lr tn.esu;pplles of silver,.. 11;18 Ve1!'T 

dlf'f'leul:t to unravel th~~ real ;s1.gnttleanee of these 

opePatlons., ut~ ~hat the,' we1"e a e.~deatt.empt at 

cOJBpenaat1ng the eo1nagEl by p'edueing 1ts weight a:t 

,-----...~--'------.---,---... -.------~--.-~-.-,~, ---.--,---'--"':"-'-~--'-.-------
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14, .. 

a time· o~ 1of.' ." prices, dl06a at least give a cl"ed1.ble 

explanation. I" . 

I EYent:he Roman Empire did DOt escape 

···1.t. ''fhe aoJm empePOr~' Diocletlan., 1n 303. A",D .• lIDs 

fae~ .dth ~~~bl_ whi~~h also £aee us~1D :rece~ 
. ..' . I. ..' . '. . 

t1l'Ies. '!hen. as .now. t;]tle pri·ee level varied .ami 

. at this time It t~atelled to 1"1s~. SO . h1.ghthat .the 

actual exlsnce ot: the people bordeP6d OIl st$~.at:1on. 

High 'p~lees It that' ·t1m~a were 'caused by" a'~~ 'or . 
, 

ered1 t infla Ion" .1>7 wh:teh1ar:gec1!ed1. ts 'IJi8Pe given 

So f'm-mers (and,""OWIlera:l wI. Only small holdings. 

thus making t almost: 1mpc~slble ~O1" them to repay. 

~v""" ~ Dioc1etdan sought to solve tb!S 
problem by !.lsu1ng a dec=Pee ,in which the maximum 

pr-ices of 'ovir 800 gcwdu and services were :fixed. 

t'beb- unit o~ 6ll1!'reIl67 1faa a copper co1H", wh:teh I . 
today has abfut the same value a.s a halt'-pe:rm;y" 

andm tePma I. of ~ ~ne7 ~JDe. of the ~lees ~eepeed 

were as f'OlJws~--
'1'eQehrot Jeek. La'th1! Oeomet1T,. 

. 1 ;. pe'}!IPltptl.. per IIIOnfah 

~eaCher'Ofj' Rllewric . ., . 
per l'ttpl1,. pep month 

Counsel f .. presenting a case 

Counsel f'J f1n1~g a Case 
I. "C '. "', : 

watcher oflel.o'thee in public bat'h ea ... 

1.09 

...09 ::7± or . 18t. qnalHT pep daT 

BrlCkla¥~ I . • '. 

plus :rood 

Driver tor I ~l_' 'aaB". 01" mul-e • ., .11 ·If If 

I 

L-_ 



" 

I 

~ t'oP.~~~* ..... 
. .' 1~ an-I'IIlIS"l $G ... 

,",.ft" ~ bushel. 

•• " R7e 
ffone;V 

Bu'tte» 

Egga 

WOel. 

0'",,15- .O....:~ "qJ.lM"t 

,.,-1'0 tf pouml 

.. &5 • do~ 
' ... 22 11' pannd 

87 thl~' &din." _~l'eitlan r.~. ~'t 

I\f.101lISD .BilOn6J' and the Roman scale .Qf' pp,lees 
, ...' . , " .' . 

··~.It, •• 'UlI8G do~ anj 8'0 ~ d1$e&nten't Jl 

'(~ recalled .• ,. EaPlie'Uh!:sto~ -etthe 

. al.socODt;ain8~lea ~ the e~er 

ebang!ng .... - 1:06 legelaJl> wh1,.h seeaed to plaFeth_ 

as they do us. ... 

JIm- ·waSt . DBgland i;n the later> IltdiUe Ag~ 

free'~ . he same en,l. The ¥udo;r$ ill the 15th and 
I ' 

1l6tb cen~~.a bad to faoe arising p!-~ce level,. ." 

who:le, "1:, ot ·the·.dD~a 1nY01~ htgbep 'taX_ ~,ch 

" .. bre 18'1'1.1 bT the gove-lI'l!!JIt_h 'to JJl8e~ htet:teasing eoa'ts 

due to· ine+asmg -_:iOBB... About 't1:lts periad ~ gl)id . 

and s1.1"e1I" J, brongh1i· .f'~om AmelIoiea. by Spain 8lld, Po'Ptagal,. 

wePe'lUBt 

J.'!&salt,. ""''''"""' ..... ~:. S allo~ Jilnaope began tonss. 'Whe 

'the S~ iBOnarehy waa brmtght abou'&by 

. tthe1r COIS'Qa . of' goverilf.ng .e.9 lDeNasiag, 

whUe th$ll:" Ult $neom:es 'P8JiIiam.ed ft~edjlO their reigns 



, . . 
meata had e samepmbl.eil! ~ d-eal.w1th and some o~ 

.them a1;t .~at,lon G~ ppi,'c:es b,- 1.~g Mgber 
• r 

taxes and or-them:.;.. Almea1;al.l 8Ueh sU8IiII!iI&,f'a11ed,., 

~. It''e;cent:17,,, 'the 19:th: eentur,y~ta1ns 

tndecye1es which,ftn in Hal:.lc'tlf be 1i;Tf"aeed 
. . 

. ~ change in tbe vame lO.t:· gold:$ OJ!' tn 1d11eh ~hange& :tn 

'the .~me f SOld p1a,." anl~t puat;:. ··On.eofthe: 

<or tl'"adetlepres'aiiona in .'theeu-l'1er· half' o.f' 

was the ·!D8PiEmH in· the Hlue of.geld .. , 

because 'tluI,"-"had been, erop .ta!.l.lu-eB and tld8~t that 

f'ore1.gn ill'had tube 1IEI:POPSed. Arq :laereaae 111 

fmpol*ta em~':18_ expOPt 'cf' goH' ~ the e~y~ 

caUB·ing It . 'osjJ ot pu.r.c1::t$a::!ngpewer·and a fall m·. priees", 

'182D_aa perlodoif depresaJ,fm::tDllowiag 

: 'c .'fIaN due 1n a laPge me&.SlL.""8. mtbe 

I.n~ na'.tlODa1 deb~t and publ'1e' expend1tRlH:lo. (foods 

had been . it. flrom Englanda'hmmh ldgh p1!'lees that 

at the end of' ~ ·waP". ~. f'oumi ~ emtld Jl8t PRJ' .. 

1towever th $ af:tuatloa gPadUal17 corrao-ted i.tself" - the 

farmer'S he· a 8_1$8 1Jf' gOod ~" ~ac~ 

dlsc.ove'Peanew ~e1;. in GeD~l"Bl. and &milli "'Piga. 

·MteP·'.l829 speetdation f"el1o.we4 !n 
, , 

deYs.hJplDg 'theses •• ' Jael1'1.an. J1UUfk-ete. ~ t .... 

iaauecl . fPee,17ant!l. in 1825 a CPash ~: .... ~ 

was' ~t_f"l.eit;j"o. .~ it ae.te: f'4 bank t'al11D'9a •. 

'E!nglaadbad -~17 the gi-eat ~.foP 

.!.~ £1' _~ Ia spite o:r ~. banks 



· ·~i_. tatl~a4~ (touttdeaett . patlual.ly retriJrned, 

'30's new Jaa.b!ne iaYent10tt$ 'in Wea~g· ad 
sp:bm1ng •.. :d m'ra11w~ya'~ being m~ced f'or .the 

was brou·· 

Again' ~tttai .peeula~tol!set 1B aDd a 

"1:thvm.~~m sta~deVe~ .. ·'!h!s booR' 

aerte$ot'·POp :tallui*.e<8 18 Bngl.and; and gel.d_d to be 

eXpopted f>, .. p . foreign. gra111' agam.· '. rise tD the}rl~ 

Greo'ttOn.rewlt1ng j~ a monopely·~ .by' the ·Buk ot 
, " I"' • 

• !.tefl sta e8~. aggN.vs.:ted th8 s"1.uit!on:~ 4Jhe _tiden 
dl-ain 'Of . 1d in 1839 . e.aus~ a 'flmme:1al panic. Du.rlng 

· . i8S'1-1840 the. ~i.s:t. moVemeD' eOJDmeneed 

1n . opposi~· on to t;h8. 1~lme$. . Oft.e of 'the· mOst active 

Iaembe~ of the GhaP'tlIJ't g:pcnP. and a1.$O a ~. CPank 

was 'J.'homaa Attwood" whO p~nt8d a S1ilgges1d.on· tor 

ton. wldeb appr~ted the plan of the 

tlmmtpensat . €I dollm--." lie advl)'Cs:teQ brtlefl:,.." that some 

eviaed for Sl~teri;ng. the atantlal.-d o~ ·value 

W1'th the . ,ttctuationsQ',f' prieetJ to etIP$ instabil.ity .of" 

·By,l844 1fuel .de~eB:S:lo~ had. iihed. again" 

f'ollewed f;n 1848 ,as a . ~t .t· ftVOl11'tlon 

Act 'Of 1&!1!4~ lfidch.'imd divided the ·Bimk·ot' 

'two depu..gent.:., Peei' ;8 'taritt' and torelga 

ght on a new lioerlval o~ tt-ade .... *leh 

· dll. 18$'.~rEm a ~ w~1; .cl-op pP601p!tak(l 

she ~'tllLs ~_ Of' theeeIrtu17'and 

1&ter 'the ···ee level eont1nued to tluctuateas It a:id 

til 'the .. ~:.~. ·d.J!~befl~· 1. !b,· DO 1fOtlt1er men a;egaa 



18 .. 

. some pall.:latlve: to stabIlize p:P1ees. file 

eot.ld1t.iOll8eauaed by ;rluetua:tlng eurPenci.es f'oreed men 

to th1nkd several- jpJtOposlt.lons were Immched aa 

remedlea .. 

det'1n1te 

Prof'eS:BO'P Fishel." as·ser-ta "that the eaPl1ee:t 

posal ;a1Drl1aP to b:1e ., compensated dol.le­

John Book~e~ which was pabllsbedin 1.824.-

: . led ftlDq1!li'r'1 .Into the:.Pl-1nc1pie8 or 

'~1;h.. Jfh1a plan: preceded that or !fkomaa 

it tlms:: __ Sli~ regalat10n ot' the newqstem 18. that 

. proport1t;)111the getlePa1 andammal prIce 

.a]b(RD" "tllrmtgnout the ~om bas a 'tendenq 

f'a~:ls that r:lse O:P lfall shall be cmmwl!t­
PEnre:r:ae pls:e OF !kl1 in the C11Prentp.r'1ee of 

gold and s IVel*coln,.l11 

Simon Jlewcomb who .as an ast1-0e0mer also 

thing. feasor Alfred lie-ahal.!. of Cambri.dge.. was 

number. 1'!'81l'J'Resen~1nga. .. er-age mavement. of the priees 

teommoditles m1ght; wel.l af.fo~ ia1e ba:s8 .foZ'" 

a Un! t of' genex-a.l. pn-ehaalng power •. 1a te:PDisof wh:i.ch 

··obl.lgationa idght be expressed ..• • lD];892 

~*u lecurrenc)" in some detaU.. ':If' weceul.d bJ' 

:J ·Gred:1t and ~flomme'Pee---JIar'shal.l p .. 36 
xed Vahle :ofBul11o.n# Stan,la?d--Eeonmde 

';!f0'f1rD&1.~ 1892 

-----------'-----'-----,...:-,,~~~ - . -------.~~-



1.9. 

,magic 1n(:uMSse ·t!i,teW<!llpt of. ... gel-a In "& •• YeJ!'eign 

~MltJm;t1oa"at!t the ~haa1ng, p&We1" of a, 

i 
~e ........ -.~ Qt" .. gc>l~4ecp~. amlde~sethe 

'Wtdght ':t a8 t~ ptl!l'IOhaS'mg poweof' the gra'!Jl 

we Should keep the total. PEWcbas:tlng 

iSOV~~CODStan~ -- Be proposedte 

~ime, quaDltJ; ot gold' '1nt~· 

..• BOY.~l_ .1'bh the. ,.a~lat-l .. , or an ot:r.1Ci!al· prl'ee 

btill~:1QJ1 tSo:yerdrgnWO\lld ,e~'te .'1» ·t.he 

, '. pel-.not..ea. •. buitof"~. ime'&etual' 

'8OV~lsn weUl~, be .~ld 1n "serve"" 

AllGf 1;heplan~ .0 £arl. 4ea~ have 

to ~es3WF1,,~'8 ·~_ated 

noaSly .his plan .~. ~q ·ref"e:rm Is 

." ··J:k;nr.~.~BOt. all plan's :tep atabI.1J.sa~l,_ 

aame Ilne.' ll)'t' aE-gwaen't. . ...... ·othapafU.f"f~d 

entb~J'"# ··in_ ~ autbol"'S seek the cm.tae of' :bt-

atabl11t.,. '.' other. .~". 

~,..,~ 

1fhen. the " 

B1Jae.'tajLl;J·.. :tl.q bean. auggeated.,.and 

-.led to pp8ven:t. a rall tn. 'the pr1~ l.evel.~ 

: .17 goid l~taBle ......Uud ... :lt~ pld 

atl:Yer>1t> Z 'i$-'-ga- 1&bat. a b!.me~l!.'" '.~8l!'d __ Id 

ser¥8l)t1,·::· ... ' ";haD. .. ''the, monoaekllie one Bine~' the .. ~ 

1n the ",alt· 'e o~'···"· .. tatl 1n ODe d~~tl~ ~ . .likely 

to ~ .C)~f" •. ' . _ ~~. in the value, ,~ theotllieP la " 

-. 01>_11
: d1~.'., .~ .. "....... . . !'r01'- a-ba. " :1."1 cr~~LeUeS 

b1aeulll GIl the pOlJl1lda 'tha~ DeDr 1:t was: tlftl.-." 'tit 



appea~a: :.,.. ito _we beea ~ to' the' dangp' of be-
, ," ",' ',':," :,,:,,' ':, ,', " ' "II " ,,"':' /' " • 

eOBdng, tnaeed dlli~.' ' alternative aetall1aa .. ' , 

depending' 'n jhieh meital' lmS the more Y~i_ble' in ~he 
': ! I 

mm.-ket,.)'; gold ~ the more valuable. thea a.ccording 

:. : '-. " . ", ;', ',-t.. '.' '.', ".,' ,,"',: 

.andsl1V1$l\" would 1'f!iIta1D as the ~q,. 

,.hand".tr aIlvm. wePe .we valuabl:e. the 

,d ,ten.d~Q keep el'P6t11a~1ng~ ,and ~il~ 

Sp~ata1i!_. "!tia ~y~ ~emlJl.8 

=, q;"ba,P:, :::::,1:: ~,~d: 7~d .. 
.' . " 80 Iit8n7 ",,:!naof' gol~i and so IilSll}"gPdns orsilvex-. 

(I.e,. 

fhesamecrJ:t!.el$B1 , . ' 

~ao ,hep.stabl1~lz.:Sltl,tm sehemes place the blame 
:. { 

:::ta±. h::':: ~::6:: =::c::u. 
vsriou.a " i~ !otcred.1Lteotttrol. ' ~'Of the ~,est plana 

along th1.s1hle have "baSiS ,designed by' _0 lIt;lde1"l1 

econ~Bt~ -- ,;,r.lto-XfJ!1;D8Slt of Englsndp and, Owttav 

Qassel .. a o~st ~'_KU.8l) prof'essop o:f'economies.' 
. ': , 

~lop ,~ a~vlew Qr i~he1r suggest1on~. it may be well 

to Pea11ze ,', that 11.0, SE~ek theea.u~e :f01-, unstab1l1 ty or 
• l ' .' . . 

pr1~e& 1n ",red1t, is, the same as to se~, 1't 1n ctif~nges 

in the ~aie ot gol.d. ~l~ee :1f'ered1t 1s expanded,mozae 
. .. - . ·r ~ '. ~ 

.JJlenq wilt be~n to, e1,pculate" and ppieea ,11'113. ,p1s~:JI 

14th the 

, _____________ ,~_~ __ .___J 



. " 

. at;teJlP't ,a "il1'tl~'"" PePlat:ing tbe 

. _lght;, ot ad in t.be~~ unit; ~. aJ.14 . 

• eek the l~T ,by 1fODiiroll1lig tJte. 

~, or Ci,l2"'I!ftI.i't '~hlmu,gb variOl1$' meaDs,. 

According to ~ea,. the onl,. .~tIIGf:t 

pioss ~*eD \'0 mQUeft1 ,~1.8.b,7 
1 ' 

adju:s1dng, .•.. e amount of" .~it~gh ~he control. 

of .the pate. o~~e~mt., _blek should ~ so 

aSD$l,t1ve17 , eOa~~lled . $118'& .it, ril,.1 operate effect­

.>,ckl7. ,.: bel!.6YeS DamletU7'~f'03S 

~juS'fd.nlg the el;1'$a t'1OD ,ot cPed1 t 

. ,1; all. ger;alae demands for' wOPk!&g . 

-"'*--1 • JK .......... ""-- ~""'~ "-#!l, ,"'-'.. .,. c.&P .... _',.· .;t;UG· '/If&"UG."~~".JiG:t:~'£OD 0.3;. a C'Pea..&OD: .6", . " . 

ahall.be lUHl-h1ftai;~, 11.e8 iD 'tJ:te 

" 'of a bal.anee 'betafeeD the ?a'teo:f"sari.Dg 
, , 

fJ:f' ne.- ~Ye~tmen1?· It 18,hiB t'h'eOr:r 

~t. the bfa:, ,,~Lng systeB. of any eotmtry should noii 

only be a '.. . tiG eOl1iSrc~l the vol:mBe o~ moneym 

C1~a1ii.an by ~etalBiDg an 8Pbl1ll"aPy eont-POI 0'Ve'P 

'th$ pnee 0' ,gOld. 'tmt also 1~ G18~1_tlon beWeeD 

the vaP~ous uaes,s1n~t heeon~ds thai;. mea&)" going 1;0 

d!.gf"erent 11 BlaT bav~:t dif'f'e~~ values,' 

and i.t is ~4tcm.of the~l aappl.T of l!IIODeT 
. y 

going to 't that cOJlStfJttttes: i;.he elder facto:r 

in de ng W'~l!e'P ~hePe Is hif"'lat'lon er'll()t. 

J!IP.X~es . even :to1'11Dl1ated an 'equation et (ttchange ~ 

wbi.ch~:y II used by a banldBg sys1rem.whenlt a.ttempts 

~o can'tPcl rlee change~., Of' course. tids pPGpOB':ll 

~ ! "tr~1seon .~ -'- 'Vo];~l~p~ 2l8$-.vn. 
~ *' A . ":!ae.lfc~ney ~ Vol-. fip. 226 Ke:Jnes 

___ -'------U' I~ __ -----'-~. ~..:_-,-_, 
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I 
I 

requ1~ a qstemor highly ceBt.raiized bank:b:ig. 
, , . . . . :' . 

pref'eP8bl.,. one' O·f' oentral banJdng .. 

It 18 til a world wide system ~'Jf centa-al. 
! , 

~ 'that ,FPOf'essor GUstav Cassel seeks a ~~lltt:toll 
I 

f'or nnatabl.e prices. ~ Ma pl.an Is appl.leablem 

all eotmt>ries ~ not to tUlJ' me m p8Pt1eul.ar.- Srtef1y~. 
, • I •• • 

'.. , •. ' .. ',' .. ' _. " .. . '.:;;r<-.,. It suggest 'thai; all eentral ba.nks eo-operate to 
. ',' . i . '.' .,' . - . 

. extend 4ed'CeS ,SUch 6i1iJ" the . geld excbaDge .8'talldmNi fop 

aeon_zing galac· App&1"e:ntl.y he blames a gJ~ 

scarcity ·or gol.d f'orithe nse 111 jn-1ces. All countries 

would be able to introduce prleesta1:i1:1za1;wl, :rop now 
< • I, • • the,. mf.ght enjoy the be!ltef'l ts of anrplus pe$Etrvea .. 

! , 

lfbese tWc~sugge;stf:ona by KeJ1lE~8 and 

Cassel-along with that :by 'IrrlDg F:tsherare (l~onsldered 
. , . 

I' 
'to beamoug the most p-nominent in Peeent yes,!ls,. for 

atab111zatlon o~ pa1'C~s:lng power. Keynes old Oaasel 
,. 

I '. , 

dlsequ111W11.mt among p~1.8es.1IJ and both seek It;s remedy 
, 

!n eontrol of cpedit bJ1 means ot '8 C811:tral baDk.. Al-

'though 1i:'tUe, fau};1; e$ be fmmd with eitiwr of' theae 

plans~ bli1:;h are opea to the ·same GPl:t:1e1am as een"tPal 

'banks. aDd -one or the$i.ef'al-gmaeDf;s against; .them 18 

that the,- aPe l.1ab:Le 1topolIt!.cal. :inte:rf'ereDee of the 

, 

Pr(d'.esaor Ftahar 'f s. remedy' for the lm-

b . ' s'tabJie ~ehaa'1ng power'i, IDf mone,. 1'1e8 in the ·cem.pensat.-ed 

~,. •. f'i.rst advocated about 1.911 .. Snd a:bicie theft.the 

• I ",'_ 

¥i\1Itlerloaa <l~ci ge1r1:.ew ~ June .. 19:32 ,.]p, .. :233, 
I ' 
I ' 
I . 

i 
I .. "." , ..... , .. ;. ..... , - ... ------.~~---.------.-;..-'--------.;==--.. -~ 



, I 
object of much 1nvest;j;~~~~on and pabllel"ty... Tbe basis 

i 

of its s\'olut:ton ls1",glmd lIn the f'act that It ~Iplaees . , 

a un! t or Gm'l1Jeney, 8tab~{lf in. w.d,g)l"t (.0£ gold) and 
i 

vlUTing 1n parehasing Po~r n~h onest:abJ;e 1B ~haa1Dg 
i 

poW&%- and Val.71ng in ,.1ghtCof gold).. 1!o him the cause: 
I . 

of' tluctuatlonsm pw:tChSs,fng power- Is located: 1n the 

'Value of gold _ not in the value ofcommodl Ues. W1 th 

this f'act in mind he fOAmllated the ·compens8,"ted dollarlt
; 

it contains at least fIve distinct points,,-

* ,I 1... ~oabo1l8h gold :coins and to convert our pres'ent 

~ 

gold certlf'1cateainto Dgold dollar' certIfIcates." 

ent:!.tling the hoa,derw dollars of' gold bullion 

of suah weight as may beoff'lelal1y decUar-ed 

:f':POm time to time. 

a.. '.ro retain the Tlrtual "f'l-ee ooinagelf
-- that 18~. 

deposlt~-of' gQld: and the free redempt11Dn of geld. 

dol1a:r ce1"'tlflca~jEul., 

3. 20 designate an 1~lie1JllcOBlpos1te goods-lClol1ar 

cons1a:t1ng of a reppesentative 8asor'tmlent of 

commodltles~1fortb S~ dollar at theoutilEfets and 

to establish an . index number ror peco~ii1n.g" at 

sta'tedlnte3:"vals ~ tbe market pp!·ee of ,jl;he eomposi te 

'dollar Interma.. .. of'the gold dollar. 

4. ~ adjust the weIght ,of the gold bull:1~)n dollar 
, I 

atstatedinteh1.fls~ each adju.stment ~, be 

~~t:i;oned to the ~corded deriation of' the 

'index: number fpo. paP'. 

stabIlization o~ BEls.inees (StabIlization oj~ the Dolla:r--
FIsher) --lkile p.l00 .. 101 

I 
I 

I ,,--.. -~----~-----.--,---.~-----. 
.. _ ... " __ " __ ,,,,, __ .. ,,,, .. ,, "" _'" _.~_ .. __ .. _ ... """_,, __ "'''_' __ .""_,, ,,,. . J 



5 •. 'to 1rapOa6 a ,Small IfbPaB.sageft! ':t~ not to exceed 

any oaeehange 1ri 'the 'golddol.lsl'tswelght. II 

'The plan should -be "establ.!isned 'to 8taP~ at ,t::i1!"n~ the 

ex1at:1ng 'p:pl6e l.evel~ but 'if' it 18 too high dr>too' l.o. '" 
, 

.tepa' shou1d be taken to lliowep OP ra18e 11;: to 'the pries 

level at wMeh it 1.8 de'81jPedto s'babll1~ .. 

. The #C<Bpehsa1;.eddoll:al-ft 'JIlin Dot be eon­

rUBed wi 1m 'the 'ta:bnlar ataltlCbilPdll whieb :in ODe:1'!Upeet 

pesembl.ee 1'&, thai; is_'m ,the rise of 'the .index number 

aalts 'baae. "!he ''tawlsr ':lJtsnd~ .a:sd~_d :B,olel.,. 

to alleViate ,the ~:tf'ectso:r 'rlslngand fal.ling ppice 

~eve.la on debtoPs aDdcreQ:ttol-a';' so 111 '1t the llrldex" 

number Is U'Sml'to mdlea~" as' It rises 'or- :fal11s" how 

many doll~s mer-e :w leas' a (Jlebtop D'lllst pq in :jwdel.'" to 

11quj.date his debt. ~e 'idea 'Is that the deb'toJt- BIIlSt . 

1"epa-y the,' same' amount C1f ~s1ng 'power that 'be 

borrowed. In' bo"th of'thess p~lans the abi of" 80«,,18.1 

justice appears';' 

In some pe,spect.s "the ·compenaateCi dollar­

be~s a l1ken~ss to ~hegOld-exchange standa1'd. '!he 

latter pmoporita to be a sYstem of tullOl'" pn-tl~u 

l"edempt1($ or the counu:r~ seurrene)"in gold, mlt the 

gold doeS: not haVe to be, he~d in t.he home countl~; It ma.,. 

be hela as a ~eaepve in .a~loU8 wo~ld cen~8. Et 18 

a aystem whe.e'by' the CUffltlq ofa eouni;ry (whl~~hhas some 

other ba,se'thmi gold) is ~lpulated i.n sUch a 1ray a.a to 

prevent ita value w:andep~g fr.e..par with gold 1;0 any 

great ext~nt. There ape p(~1nts above and below par within 

which the currency may f'lu(l~tuate withOut any 1nt.ePf"ereDee~ 



but If', it 'goeabe7ODd' ~ e1tbe? -1'_ tilen 'tber 

~OJ' :1« Oon~ ·o~ ·'expanded;:as b i-ec:pd;Pea 

mbring !.t 'lJaekto. ~. '·:th1:a 1d.nd of'" standaPtJt uists 

between l'm1:i.a and .eat· B.ri:taSn imd'so far- has 

"",'" . "_ . .:1 "11" .... ,..:. •• _....i::.i.. ..... ""'-~ ,.::t. 'l·~'--.·~.iI!--l-""·' vpepa~ we· '" ··~·~~aa~QUGe· . .uu"' ~.~I·.' .. ~ 
, 

a eo_:!na1dbD of the ·tabill8.7 Btand8l'iiitf'th the 

pplnclple80f ,the gOld-e_mmge standard, .. ,st 



l"V*~. . . yf,..., ~ . . ,..~c·~ ~~ • 
. i 

i 

I 

~ :.~. '.~' It_~ ~,..,..." si 
.&~ 1·~..J:5DfiJft-4~· ~~ .• , 

Can we :NIW on index mDibet-B 'to 1~ 

y,ariat!.ons :!n the price level? l1Gr atn" purpoaee" the 

answer :!,~ ,--Yes! Althouga in such. all asaeriioD. ws ma)" 

B'ti.P up theaost violent -oppos1 tlon aIlODf$ sta'tl:at.1cians. 

'Index l1U1IIbers were'1nven~~8omet:1me ago.,. butOlal.7 

~enU7 have 'they been ~r.-:reoted to such an eX&en" aa 

to be ace.ura1;e in IIl8asurlDjfJ the parchasillg P01lf81P .... '!hey 
.' .' I • 

compzolse the pri.ces of" ~t>e~ eommod1t.1es,. tb!it ents'l'" 

1n"ho the eveJ!7 da7H:re,.!',~the people.. Changesb1 'the 
• • 1 , ' 

, 

i 

prices or IndiVidual collmOdlt!.ea aPe absorbed l1!lto the 
I: I " '. 

a-.erage change in thepz-lcj~,a of all the.otheI"el~lt;les. 

By raising tbemdex mmb~I- ~~f' pplees. lu1s ea~,. to 

-determine how ~ g()Oda one dol1ar ",1.11 bUJ' at eA7 one I .• '. 

time. If' the. price :level! be alwaT.· llItabl.e aatltle plan 

·of the -e:ompensated doll.ai.tt o:alla for.,. then thedollap 
, ' '\ . , 

will always btl,. tbe same .ount of goods", if' tbe .pl*!cee 
, I. .., '., 

of several. arttlcl.es have r~l8en In relation to tlle ppieea 
• ,I, . '. ' , ' . 

or others. one may pay ~ fOJ:- them .• but.. the 1l1e~ 

1D. price for ~se commodIties may be eompeDsat.~ by Ii 

!. '" 
decrease 1n the pp1cea of' tJie Pest.. In such CaJ!8s,. a 

dol laP may al:way,s pUpchsae the same amount e-r gc.oo.s • aDd 

~he 1ndex number in mea~ing the puY*ehasing ~li'epof 1t 

is anal.ogous --to the 7a1!"d-ai~lek in measuring a b(tl't. ef 

cl.oth. If tbe prle •• of' a major1t7'o1"e:ommQ(l1't1l~8 pise 
. I 

I 
. I 

"', ........ .. .... -.~ .. ,,-~-...,...j~~. 



or fall. 'thi8 la, Jtefi~, bJr • nae ,0. .tall. tDthe 

1l:H1ex __ Del!', of priee$ ,~ 11; u sa tadloa;tton ,or a 

~~8eor tall 1a thee.t ~t' 11Ying~.s1uoe' 1t tl1,ll 

lrequire ~ ,~, l.eau men .. "tobu7 the, same necen1'!;!ea. . : , . .' 

:CODaequ8DtlT~e.1D the index, ~~;p .,. be ,fNdd, 

~ meaaure the exte-n"t of ~hang .. in the cost of 11viDg. 

aowe_r~:it maat not be :t....,.~-ten :that the oouoept. 

lteO,st;~r uring· 1s ..~ 1J~lua:t Y$ .cm8 .mee, wl1;b 

fneryOhauge 1B the prl" :leYel. of the most staple 

~tlea, the p7bmlp~l:e 6.f" _b:stit.ut'1on_te;ps~ 

(1 •. e. lr t'lle price of: at171 DeeeSslty OJ.- l~ r:laea" 

,a Cheaper #atGe may 'be: sub1st7:tUtedop the artlC:le -7 

be d13ca:rdedalWge'ther; 1:f' the pPlee level %'&1:1$ a 

~t_ grade may be ~ op a. .00e plent1fal ltl1et mq 

be indulged _and iIlOre :luxJi.tnes 111&7 be: adtleti.) POP 

flitch 1"eaaOris ',,~~~, we __ at def'm1tely a't1!lte tita't 

cbatigee in the OO&t,'o~ 1l'riDg iI1'e denot.ed 'b¥ Obmgea 111 

the indez mmlbU-. :Etta On lrhe$$ 'pound.a'thact J?rof"esaor& ' 

Bo'Ifiet~, ftsheP.. and llUe h.mt 'pointe ,.err d1fi ... tle8. 'X1l 

sPIte of"the :fact thaiZ ~ mM, wided1tte~EN!Peg&N-

1Dg index 1'l.tBIb~, aa ~'! ,~_", feapeelal.1'1 in the, 

ca_ o-f 'the pries le"":1l ~ are wiG$17 Ueed111 I'I8B'7 

cQUntnes,w mea~ethe eXtent 'and ~ ot C8]['fta1n 

~c' '!Ind' 'aoe1:.al p~nL ~e1J' th1a 4eBU)JUl1ma'tQ 

tha't bldex' nl:mlb~ at leafi1; give a. rough. ~' ojr atlJ' 

changes whioh have' ~ Sa the'prS.-e6 10_1.,;, ~ al1~ 

a: 1"Ollgh idea ,of' a ~ ~ prices 18, be~ 'th8ltlnoe 

at all .. 



~ tl1"'e ;matl7 1I1;ff"~i;' ld.na.<I.~t· 1udez . : 
, 
, 

_ber8* Some differ with regarils .W· the me~1d l!Jf 

88JIlptlt.ai;lea. seme dtfl>9P !wii;h"egaNa 't:e ·the PJ!,S:ee data 

'qed~ andB.!11 otbeJ,!rs c.t!f'fe· Wi'th .Pegara. to t,he ~ 

·or .~til_ eonta1ned !m ~them. ·SOaae ladeDlIl ... 

welgh'k4.' and'eome··'Un._l~. EaCh cl1tf'~,.~ aIa7 be 

~- .• anoth~metm$ or ap~h to tbe same _4. 

AB long' as 1t: giv.es ae~telJ" tae ~l t.end ,of' all 

~_. __ . ~ .~. It',Jlfqbe .adopcad. "Pox- eQ8e!a 

gat,her1ng uta. and ffJ.p_:~ .. _-sa .. a goad ~lG. 

of index· ~ would b$ .tOtmd. ht ()De eonetft:et.ed en 'the 

pr1nel.:;pl.e or that. of" 'the ~lted S'ta_a~au;et Labolt1'" 

S1;a1';b1;1oa._!D.: taet. ltY if fnlted State. ~d ~ 

to bUbl:1i1h'i. aoom.pe.nsatea·. dol1U"w $ha:t 'VB'PY b!dezWOl'l14 

work.. "'II'a!r1mut oth~J.lII coUntrieslia .. ,. otf'1e1al imlez 

~ UpOD which ·the "~ated donarJt eomi ,. 'ba-nd • 

.. t:hl<ia eonta:tn8 the wholeeale ~eea of' eYel~ ... 

~tl_. Wh!.oh ape "Pre.a:entatt:ve 02 thed:ljrr~en'b 

olall8es of goccbJ., aad ~ lmaeh-ed mteh aMgh 4et~ tlf 

ef'f'lc.le.De7 tmlt, tbe ~. of pza1.._ ovm.- the ~~Y10WiJ. week 

... be ~~·1nalde ot·48~. 9he varlowr ~t •• 

.. f.gDadto the ~'t!.tt. in .1t .. ~ 4etersd:aed b7 

tbebP l:Ielatl •• 1mpo~ .s 1Ii1ft~ lQ' the &1IIC.unte o~ 

1iheII 1I:alrkeHct Sn· the 1aa_ .4'en8U Teal!' - ~ tbe am:ae 

~n:t 00lDr0d1tlea· 0]:6 ·iftoee Whleh havet:he lPl$a:teP 

._ .. se~ ~ gpeatep_1~ .. w.e., JI:ltehell has 

proven. ~a~ when $lch a l~'ge ntllI!be1- of' ~it;1ea 

eDIJapP!ae the index., the .ati'ter o~ welghthg _n be 

I 

.--!.----_ ... _-- .... 



, ~ w1-th.·nO ..tile yUlatioa~. l'he~1_ 

.. to how many priee ~_ 8ho~ld be 1nelllde4 in 'a!lT . 

index ~ :btaV; been di_.sseQ at ~t ler&gfJlt by , 

Dr.. l"rrlng F:1shm1"~ and SU(l~h eminent Staid.tlei1u as 

~,.. Bow.le;y· and ..... Yule ... ' ~e ~~ ~to be 

tha't if' a large numbe? dc~t1 •• 1s:bmlltti!e4:t: 

welgb1Bg 'becGmea ~f"hi0U;8; If a, amah ~~if weigh1ng 
'. . . '. 'i' ., 

is neceS8A17. ~ .tm1U DtmlOeP' ,of the ·bdnlca ~ , 

or Statistics ~ 502 1em1eodft'1e:t; that o;t. the 

Oanadlan '&mkofComm~" 00; 781; 1't 'Is ~s1b16 1;,0 

_y whf:eh OIlS "1s the ~o. .. 

~e :Jpobl._ .'Of' a~e &a.J?~.& 

:m.el.T. :1 ___ ber requ.b-ea .. 8t>~2,ng 

plaoe -a base period.. ,In the·~ompeD8S:ted dollap· 

p1an. the s.:1a 1. 1;0 keep the plf:lce lQela1waya at O~ 
, I 

Dear that of the b .. ~ per:!od",,' ~'t _plies maDir 't~s. 

It 1nVolve:s the. qaS.stiOR of .. a.ye:,~ 78e and .the wide 

ya:n.aaeaa e~ep1n1on 80~~ It.What mmactjlttlwaan 

'J~-e ~'f 30me sa,. 1;h.e ian "t SD7 such, tld.ng. Otheps 
. . - . 

118.7' that we ahould take the ave~e of a period flf 7eat"8 
• .' I '... • 

for- a base.5id.ll.ot~ sa7 1't~'1t, ma'tteJ! what the 

'baae la~ aJ1'f'.~ .1;; al.l}f1Lll do... ·~ehe!eeojr a ba .. 

pe1"~ at. which priee •. w1.Jll be .iia.b.111zed~ l1R1S1- Dot; 

1~ 'the :f'1aano1a1 "lai.f.onshipa ,~ls't1Dg betlreea the 

VaP.!OUB ea_a Qf people,. 'It . wonld be l11'l1dae. tc. c:beose 
. , .' ".' . 

a base 1a ,1JMeh pneea ~I abmmDa1l7 b1gh,~ o;v ODe 1B 

Wb1ch they 1re'!'e a~17 low... $'ta'bll.1nng 1I'mSl pplces.' 

1Ir8.re high would be unjust .t.e debtors. and s~b1l.1z1ng 

a'ta low p%W!. 1evel. wo~ " 1111,.61;. to G~tel)". 

--, 



, 

A gaod base1mUldbe 'one'. ~1-mia:ted. be'tweEm: a pSJ1I'1od ~. 
, 

low p!"iee:s artd one of. high; pr1e~s~ 'G'P one. ,wh:1eb .~ 

te, ~ a irer1es er f'a~17 .t;abl.~ ::reaP ..... An.eifhEW 

~depat1.OD ~ ~ that P3?":tces 1D. ,the baae period 
! . 

~ be .-ue:h as to guaPSntee an !ndus1;pua~.1D01ud1ng 
agP1~Ult.m1e:fa f'&!.P ~1.nof'}lftJ:f1t. nthwhieh. to ~ 

on~ A,~ ~8 .(Jt opild_ aeema .to ;t:a:901l:r" ·1926 as 

&wt'blbl.e ~cd~ wbleb. -1' be aeed as. tt base ;a't lfhioh 

to aYb'111ae . })pieas DOW .. 

'The ~ at 9b!!!geatn ~ Golcl QODten:t of 'theJlOl1eta!7 Unit. 

aoae dl,ft'ePen(J$ otopin1oa enn. 
~g the ~ene7 ot making the vslations !n the 

I 

we1gh~ of the gold doilaJ'~ SomeadYocate that 'thaJ' Oe 

Jade 4a11711 some 1$&7 _.kiy .otheft~ 887 monthlYJ b!.­

llOn'tllly and '.~1a~ir17 changes have been suggested .• 

Ii7 - 8ho:lfi- .01114 be b:1~"thlt changes,.. An j~xamfna:t;on 

01. iDlex numbers of' pJ1'ice~ in .tJn1ted.Stai;ea ,s1n~~e 1914 

',1:"< ~''''',' '~~ 

1913 
1914 
.1915 
1916 
19111/ 

69.1 
69.8 
65.). 
69.5 

'85.5 
11'1.5 

192.9 96·.:$ . 
193'0 86,.4 
1951 W/3..o 
1932 64.8 
l~ (5 IK) .. ) 63.4 

over 1iheae. i 't1m <ieefJ.\d$s!. t, was dm~ 

'the 11Ial1 and~a:P'Y~ l.9~Of;J .• pmlI'1odot ...... 

:re ... ", when t.hemo.st~!e tnf'l.ation and def'lll;tion eccurpedlJ­

and duP1ngl929-ZS", a a~ j)ell*ioa of" pGst-war a.et'lat1on" 
• I . 

:that pr1ces~t11ate4 b71~ tmm5.4'~. hPIJJLg' '1;bemo,a't 

I 



:$1 .• 

$table ~oas 1912-15_ and 19a];~29 .. ~od8 8rlA 

eeoaombrta dwalm t. ~ ,be mostdes1'PSble to :alutata 

a1mIQ "the whole eoonomh1 IsystemaeeJlll$l 1;0 be'!U~t1oniDg 

wel1:s the '~'"'t fiuetajt:i$l 1QitlI' 5.~ •. PPOa the .~", 

iPhai a ebange of only 1$ !n the gbldeonttmi; ~f the 

dollap(l\8n be made a~.,.; lone 't!me',fi it ~o11611iJ . that 

in, aix pepiOiCls fi)f wolDOntba e8;Gh,,' telae dlf'reP6nI~e u" 
'the ~ t._l .f4 5~" ~1ilg 'the$e'1IONfi.1 yea:r.-SClOuld. 

be~.eeeh:d. It 18 bighl-:r ~bl. that .. eh jlFMter 

annual.tln«twtUons COUld ' •. be .~ekd· alSO..bl~ tile 

tlbange ~ two month. :til. the gold eontea't would _tug 

the p.t:'fiee lue-l back neaP~ the baae. Bach 'Challgtl 

'woul.d ~ -to h'tul!':D. tb.e lnde:Jt ~ to 100. 

1fhe ~l.$t of heven't!Y !p~-Uon ... 

• tu:PallJ' in a plan wheiPe the "JWl~ fjf 

gol.d 1n a doll_ .1wal"8 Y~_* ap$wlai;lon 1B 1~nY1t.ed* 

b profIt mot'lve Bdght f.tncat'Page some 'to 'tn17 gol~ hoa' 

the m1nt just' bet'Ol1e a bl~thlJ' al .. t1on 1n 1~ hope 

~ the ~1. level wm ,hav>& .rUlen" and it" it, has,. 

'they' will. l"ee$lve _we uelritl.f"lcatas' tYoa "the l1Iirm when 

~87. re'b.trll the gold. Ja '. the #;eoapemlated doll:stll"- tId .• 
, 

O1I'e'm1ght. ap68Ula'tlon 11a. I,beeD all&wed fop b7 ~l$ pll'OetM. 

of l!JdtlBg __ change 1ri. gold eont.eut to .1$ 8l'ltd ,at 'the 
, . 

4B1M time a ·:~aage" t'fie or ~ b ~ged .... heEt gold, 

Is bougb:t f:IN:b the miM.·,,:1be •. lfPUld ~'.,l$ ~e. 

1'011 gol.d than' 1 t would pai~O'1! It..lhs ~s:ag.· ·ehal"gB 

reDlOvea any lIlotrive :foP ·oVernight" speeulai;ion. .. 

p'J!OO~ ~ it; N~ thegovel'DDten't for 1t' 

J1.e ... ae. a ~:r:1:t .wMeh Is, due to 1t :t:e suppert;!ng 

the~Vsu. .. 

~---..--------.-----.------.--~........,..,....--.--~ 



~ge~63enthl$8 the al'Hl1ellt eutOltl 
.<4 ae!~'IIh1eh ~8 df' !fO%'mm1~eh'~gl!jt; 

, I 

dou~ the idea ,oT bmSisage has (level~pe:d 'di.~ctlT' 

bam iilie 'aeignolltage,.; "In :8; :t~ seciet;y.. the l1lght ,~ 

co1nage 'ws.smUya Pl"1v1l'~;geo~ the.i.=~'" orkmg. 

~eYe!? metal belonging :,.0 his' ,mibjee't's'was minted by 

hlm. 'he exa.teda ::tee. .tky1nca.e deP1ved ~Ithe~ 

fees ·ft. ea1.1ed~gllOr1li,Seand tfue _1gneu~ retained 

it:fwhlso_ 't1$6... ~17 _e1~ ef'teD abtt.-ed the!tro 

pri:v:ilege$b; mak!ngaU rex13tlDg com. 111e,g:al.;r; 'aDd 

t.n_ f'~ an ~ th$l 'bo 'be ~nted. In England ' 

towo chegea werre made ~~ m1nidng me'kal - t.bQ1"e waa 

~ se1gnorageWh1eh wenti to the king and there was t-lHt 

iB"a8Sage wldl'lh wm'i tot~ ld.nC"effitiala. .. 1II0l"4 

~8B&geff haa ~ DeE3n' ,eOlmlQnly uBed; It. has eOl!lile t. 

De kno-. Q ft1.tnt-ol:taPge-iOll In, the "'~'ted dcl1apJ! 

then", the old 1Nri01DGf' ard"guora.gewoul.d be :raeTived lD. 

'the :tOlfti! ot- ~age • .blen woul.d be used t;o !"m~ the 

IItl.nt opera:tlons. 

'~ge ~~-~# does no't 

~'l~ peri'Od. epeculation.. A ~a.~l" mtgh:t 

Du.7 gold e:x:pe6.ting ~ re .... ae.1l. ·1t,· to the lIdn't s:t the 

end of .. ~1 'months .!ft' the hope that it lDa7 ba.v~ 

~ted in ftll.t.e. A glan~ 'at 8.UmlSil 'hdea:~. 

Mv'eals that it. is' only 1D abno.rmal penoda thajli. SOl.a 

:baa ltpp!"eciated ~ than: 5~ !n 8. 7~r:. BO that t.he 

chanCe ·of gain Would be 81lm:.~'1JOnld noto.f'f~ar ltsalt 
. j/,' . 

~'lr, dne~the _dmum galncoul.d only be 1.;1 ev..,-

two ~_ and ~he.axi-"" p:ia 1I01':l1d not. 11k&1~r eont.fJiue, 
1 . '-

long. So.t~ longelf perl'" -the nsk ,_gala 1ft_Iii he 1M 

.' ________ ~ ______ ___L _________________ _ 



P,Pe:=at1;on '(If Yarring, the Gold t,J,mltt.entof theDo~A> 
, 

!'b.emosttnt1'*ieate' pa:1"tof' the l)lan 

ilttUft 7et be' ilnTestigated",namely how the changE~s 'm the 
gold content of the dOlirh· would operate toeol~et the 

pr;1eeleyel~at!on$ ~L lu*1..'t'lg the1nd.ex number' bade 

to lOG.. !hU,'!nvolve-. ~ exandnat:1on o-r th6 gt1~ld resePVe 

upon 1Ih1eh t;l$quantltJ" :Q!. gal.d ~1fiea-te:ldil'pends. 

Some SOI"t' of' pet"ma!lent ',3!1d adequate 'gold ve$eMr8 'baa 

got 'to be ~e4; :r03.l" tbe "ct;l!pensated ool.l.IrP- ,~ 

not d1 .. ~ lthlf _t:1~17 '~gQld. lIodem, ettl."renq 

SYShllls,ln meat c01mtri..8 demand 'that the :L-eSel1VeO~ 

gold baekingthenot.:s shoaldnot tall below a ~tahl 

~tage'4 'ihenUn1ted,8t1itesand @anada.were' 6l'1the 

geld.' 8tand~ it waB poasible teredeem DOt.es fOr gold 

at m:1yt.1me. the gold beftag of' ce~ -.dght aDd 'flnenus •. 

aI.a.,.. J.I'8IBatllr!ng at 23"~gPa:f.ns,.or p.uae g()l4, lor each 

ttl .. OOnote) 'one dol1.m» niote..,Bnde the·eom~n8ated 

dol.la;p1t When the amount of' gaM 'in 'a 'dollal"" 13 eontln­

u_817 :tl.uct.Uating$ the WlEdght 'of gold tftms:r~!"able 

£tIJ!t's. do11.aP 'W£m.:ldn.u-e~ _0 tha"t a' :rhed ',gold ~ 

would aupporot ':r~ emol!"l9@11s:t's,. aeco?d1ngto Wh6th_ 

'the Eight of gold :In the! dollar '~ 01'> d:eerease4 ... 

'file -dollar roJ!' dol.la1!' geld bSieldng'in the pre:aent 

qstem GOUld :not' be· -ma1nta1neti unde the "eompeJtlSated 

401.1_" _ ·X:rthe doll~"fs: weight we~ !nereased by" 1$ 
, 

the t1%ed geld r:eaerve would eontam abou't ~ f'i!JWer 

of' thea ... 'the ~"OU:td be ~,aplDSYt '_'t1~lng 

~a."'a ',the ~ '~7 c;~"de~ng' 
: 



p'egulate it. h'Of'e.S80P Fi.Shmt calla It the 1t1rJtde:fbdte 
I 

Zt 18 bellleved b7 some that a sClWlCi 

CDl"renC7 qatem requires :a 1~ l"eaerveo'r golcl. int;,,'he 
I 

"compensated ·dol1ar1t plena 10()$ Peserv.could be 
, 
, 

maintained~, if" it were 4or.ud.dered desh-able It SQPpOse,~ 

U abov.e that 'the dollar t,s weight we:N ~~., and 

the 1'e"'8l'M .t:elltom. ' '!We posslble methods. or 
1irea'tor1ng 'the l~ reaet"Vi6 11e OPeD - either to tncreaae 

the ,geld hold1ng$",op' reau.cethe number ot O11"tstand1ng . ~ , r 

_nl:tlca"tea. '!helattep:could be done simpl,. 'b}r the min" 

withdPaw1ng notes from cl~lat1:on and in suchan event 

the gDvBl"D1Ilerit would stan€! the lo8s~, However 1:f":a. on the 

other hand" thel'eBePV8 were greater than 1~ itt eould 

he pes1;ored br the lluman~l!l of" IIIOzae n~tes andtheae eOtlid 

be c1roulated bJ' .gGY8'r!lJDeD'h expenditure. BePe 'the 

government ~f'lts. fi'llzl'ma7 be ~ cl~lf':le(t by 

an illustrat.lon ,or lts entlre :ftmotloaing-

Let us SU;PPOS8 that, at 'the end of' a b1'-mGnthl,. ]p8:r:-lod" ~ 

pr~ee 1e.81 haa ~1tten as indicated b7 a rise in the 

!ndex number. Yhls would bea signal f'orw the m:tnt 'to 

1ncrease 'the _1ght, or thed(l~llar (l, .. e. to ~~~e the 

price of gol.d!).. As a 1"emtlt. thetendenq to d~,poalt 

gold woUld leasen.. and 'the tendenC)t to r>ede_ OIltataDdlng 

gold ~eR1.f'lcates would l~~:t"eIa.e~ both 'tendem:e1~!t8 eau.slng 

a lessened:volllJlle of en-m;tla't1ng eeptlf'ic.ate.s.. As the 

gold reset-Ye rell below 1oo;C. some oeMdt1ea1res would 

be Jle-bo7ed", OJ!- atePUlz8d foI" the tbJ:e being lQ" the 

aovernment. 80 that 'they- ~l.d not be PIt back ita 

~.la:tlCD:.. . !fh&!ndex ~er would ~117 1Je H8to~ 
I 

,! 



to par b7·auehopel!'8.tlOns~ Y.be '.bela 'p!"08eSS alS deaeribed 

above wouldbave been i"evel."sed if' the index JllDII1tJer bad 
I 

f"al1en instead or r1sen •. ; '!he one· gPea t advantalge of haYing 

a eOXJ.S'tant zoe_pve 1:8 'tba~ a'!lt7. ~at1ons wtdeh' have to 

be made In, 'thedGllar"a wejlght' ean beeonttlUeftbl,. r'edueed,~ 

'!he Q'atemwtlbmd aboY6' :ls known as the ftde:tlldte 

, '.,. ",. : l"eSM'Ye system,. 

Both f;he" "'definite ~. and 1lfu.e 

"!nde:tlnlte rBsez-ve- syS'tems' possess ·adYaDtage.,. 

W11;h the :tatte,;.!J' which 'is quite tbe sbipie-r hl' c)pera"t101'1, 

the ~8rig1ng . weIght: of' thedcll82" onl,.,. P.egalat~J:a the 

prle&leVel.Butw1th the t01"E". two fac~ ~m~ 

!.nw 1;heregubt1on of the !)plce level -- ~e e!umge in 

thedol.l8P"s we1Sh't.and. the adjustment 1n the zl1mlbero . 
,of. ~t,i.f1cate:B re~ to JBfd.Dtdn a COD.stan't :reserve .. 

~·de't1D1te z'eaePV'e·8'J"s1~em., although -11; haS!1l'1 added 

eomplex!:t7 $ is probably' 'the mOre et':f'l'C'ient. fop·1ohe rea.CD 
'_ '. " .: • I .,' • I " • '. .' 

that the two t'aetol':sactlng on regulating' the pl~lee level 

bring .• aboUt . the 'adjUstment to no-rmal. BIIl8hmore Jl~1;17. 

It also lias tl;1e advantage ',too' aoelety of asam.-i.n~~. a 

Sutf"lCi.entreaePVe, wh~lf in the -1ndef"1n1te ~'9aepve # • 

it 'eant1nuGwt psi-ted of' riSlngp~!ee8' mS7PsSalt in a 

:tailing gold Pesene. ' •• 0&5 of ~ng aD. a(ltequate 

~seP'l'e have Been' Silgges~ .'tl~ _maIn" the "in<1lef'1n!:&e 

peserve- qstem." One of them SUggests that a 'tlelflidte 

~t!o of" eePt1f'tea'tea tori ~l.a be D!lamtamea,. 8a,. 5~. 

A:IJ.T reserve :ov~ that thEI !~vel.'Hment might. apPPolpriate 

for 1nve8~rit pmaposea~ . ,An,. det'1eleite,. tn" the ,Pesepve 

'&'he ~'& would have ito make up t'Pom its OlIn :tunds. 

I 

_ .. _ .. _________ . __________ . ______ . __ .. _ ---' --L----.--- ..... _--.--- -.... -..... ----.-.-.- ----~--,-- -'""-'''''-' .. -- -.... --.. -.. -~-.... -" .. --,-... --- ... 
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~thel!l _~ .~ *hat a :p&~ Gr· _ 1. kept . 

,constant and' along with ~h1ei 8vaPiable supmsma!n'talned. 

All. ORutandlng B."in~'tea then wtRtld have a gold' 

ba~ Q~ ~ aa well fUI the 'Vl'lr1able :au.rp11l8d~ V8.l71ng 
. I 

aecoll!d1ng, to. ,ohanges . in ·the "eighto~ the dell~l~.. ,I .. 

would jmt be lleeea&UT .1;6 h.o1.d 1m!. ~l'tila aa a _!-e' 
, 

:Pe:a$:rw !n aildl-;1on to tlllrt ot tbe ~., .~ m1~pl118 1II8T 

be iDlIetlted and.ttll gP&sL'teP· ~e1'"ve. ·may belteemm.lated. 

,vnaer the ·.presett-t fQ'stea ·Yarla"tj.ons h the 

'Vallie of go1.4~ .• J1ef'leOed. m the changes of' lile !adU , 

nuaber' ue_ju.-t to aU.t'tBIbePe . or DO~1e~ tbr'OUgh ehangea 

m "'F~~Dg pOVl&l'".dJ!" ~., :Ar17 losaes (j~ gabs 

due. w the nuatuat::1ena .e abwpbeQ 1t7 the 1ndlYldnala. 

ete-cOIIIp.sat<ed dollu·'~dta th1.a :t'au.lt of' the pPesen't 

.,.a~..PeoJ,l;e woUlddfl~al ,with JlllfJD87 w!deh -.1.4 al.1fQ'a 

h1t7 a~1n aotmt (Jr· g,oeda.· . Au.7·loasea or ga1na hom 

_cll.la~lo~ 'Ita . ~ehaetnJg .~ ha-.e. been . tPanaf'erNMl" 

t'PoBI 'the lndlY14uals to tbs pyePDlilleut· (aoeiety8a8. whole.' 

Xf'. a fall'."· the p:r1oe 1 •• 1 oe~a. C8J.'!!'tl:tlea'b,. JIUl7 be 

lri;tl1dPa1fl1 fr.- e'!:PcU.l.atlon.anddeebo7.e<i0P s$elPil1.sed 

W' iJhe' go~n'ti . the go.-ermaent 1Gba _ the lrJ.lDlbeP of' 

U1!'tltleate,. d~1IID.; . It (lrvr6P' a pePisdot> 7ej!l1l"s the 

.~:t. has 16at;~onaidel!"a:biT:flt may eompempte the 

loaa by ine:"l'lea.slng the tues or-the :people --' tlas . all 

people .~ ~117 the buPden eauaed by a dePl~1ated 

tIol.lar'. Oa 'th •. other" lumA.1• i,.~ the ~:mBIl81lt btlS ga1aed 

1:JJ' a P186 1JI"'he prJ._l~Ye1 wht:ehl1e".l "ta1;u BlOpe 

~fica1;es,. new ones.at "be lasaso aDd e1ll'ftia"ted bJ' 
I 

aeansof go~t expend~L~. A ga1D 0* •. Iltpe:Plod . 

. '. I .' 

fit 1;tsellOUid' a-Ui:nr 'tb8 ~. 1m 'be ~ .arm ~ 'the 

.. --.-.- -_._ .... -~~-.. --i-.. ----.. ---,-·-----.. ·-· .-., .--.,.-----.-.-.. -.-.... ---------.-.--.--..... ---.-.. --- ... --... ,----..... -,,,.-.. .--,',..-.--



gain' b s~ ~,. tq all 'taxpayers. ' ., C!l!e elass 

OttndlY1dttal;s Shmllaers: :&11 the l.._.bat~n. ... 'b,. 
, 

, . ,i, . 
al.l the' ga!n$1 eVer70n8" ShaPe- them equa11y'~ 

D1a'con'ttnuanceoreom$ aDd' ~ld j[:1.&-.",,-

'~ adOp'tlO1'l of" tne tt~~tdo1l8P· 
wQuid me_the dlscmt1mUmee of 011P pps,mm't gE.lccot.BS 

~' ~a1n. wetgbt and 'finene:iBa~ and dSG ~' d1.Beonti1'l1l1tince 

,of "gold claUses· in eon~8:';' __ 'Whole ~,l._ ot what 

to 40 with e:1sting cab ami -gold ~lauea· ar~se8; 

1* ean only- 'be solVed b;r 18ppEmliDg to the law,. 1,1# wou14 

be poasl})1:e to btpoae a pe:nalty ()D all those whO board 

gold oomaftom. e11!'oula:t!eb af'te~, a C&p_in Gail;e.. P.etd .. dent 
, 

Heosev.el't of' Vn1tedSta~r bas employed this ~~thod to ' 

eae __ ge' 01* en.f'oroe tare iN'tuftlcf all gold -to the banks; 

an,.one' gu.11Vothoa'1'd1ng 1s heavUy f'1nEKi. .ar the 

existing ~'''''' Peti~i)' small .. 'taken ooil'lta 01' lea-a 

weight Or' of .some,other me:ul 'cOuld be minted "_.' :p\t't 

tnto e1r,eul.atlon., It 1~ not: . deemed necessary' 8!&7' IIIOl'e to ' 

-egol.d eo~of fl:tl1""ght ~ gold cePtlflca;te.waald 

-oi7Culate tast &8' freei,.. 

,~ bond. and :tu~.nti-acetS vontahdng 

plrttases. '-h clal. ~1; in gold at a eercttdnwelght 

aDd f'1nenes;s$would. haye ito 1be annulled. -0010, .elauses­

ortg1na'ted', nth 1;he idea !of' proteC~lag the 1nveretoPiI 

agaiDS't ftP&~ tn 4~ated paper ~ .• In' 

d~ateG_-bi,. "ves~(l_ ~ BOdeU" attrae"ted. by 

the ·gold'~l.anse· ~ bell-&~ ~ had a aa.f'e 1n~t; 

~dtd nOt. ~al1:e' tho gOld~aB well as '(;he pape7 

~_nting • !t~ 'hPled fa, pu'.ha-s.!Bg pGWel."'.. It:l131 tile 



., ,-. " i:" " _"". 
new ~CJ'g,~a't1ng~'le17 'ot'gOld ~tt1e~a"teBW 

token echul",'nG ~_~t:sn lnvestap WiD . ....e:tve 

, eDct1:y 1fbat, he' paId' woul(j[ be neces.aaltT." sine:e the' 

qwm.tlq 'f!4 goods 'tbata ICePtabi' UlGlUlt ot 'IIOllEl~:rw111 bu'y 

is :always the aame:. 'A ·tu, on all bonihJ' D1'> _.t;pacta 1a 

vh1ch the' -,gw,d (tlaaee# ~fPe&l!'S wouldeasl1J':r-emove It,. 

!Bas1.b.l1:itzor the, Plan in One ~~ Alone. 
, , ' . , i' " 

i' " .. 

~ f'eaal~11it.yof' the plan 1D 8. single 

countr'J' has beenque~'t1OJled by many who hol.d that it 
, I" ." 

cannot fane:tlon unless a~ eountz-ies undertake to adopt 

it", It 18 BCRmd to asSUJD,e' that dlf'feencea between 'the 

prieas wh1chwould be paid by the mints 1n t.he various 

~Otm.tr1es f:fm golC!.- might cause gold to be moved from 

~iiPles wi. a 10l1'01- prl1ee to those w:1th a hi,gher p:t"ice., 

thus (bta1n1ngaoDie and .f"1~1ng others. FIsher- QP·poses 

'this app&PenUl" a~d assUmption, chiming thai; there 

ex1s'ts a, "f"al.1aey,of the mint priee. 1f Fop mSil';,ance the 
, i 

mint pP1cs' h~ ,of' ~6'1i per oz. ar f'ine gold iCasSl'DEItng 

. the SOld ,standard 1n 'operat:lon) and the mln:t ~toe in 
, , 

England of' £4!· .. 4a .. lld.t' pe~ oz or .1~ .11/12 f'1a~e;, aPe 'th$ 

';'e. file pajp'. of' exe;hange be_een Canada or Un:Jl ted S'tatea 
, . 

and England 1:.,. '4 .• 86;6 f'or.£l of English money alld it. 1s 

upon thlspap thatpl"iees i ()f' commodities in the f.;wO 

cmmtr1es are: based. SttpP').se 'the{1D'd~e of' gold here ba • 
. , 

fal.l.en l%~ :the m11lt. pp1ce' ~Jf geld wIll beeome J=W.46 ·and the 

pap of ~hange will becm;e$4.82 for £1. It 1f(>aid be mope 
. , 

. . I . . 

pPOf'lta.'ble f'op lIineps to send newl.y-m1ned go1.d j~rom hep8 

or United states to Engl.al1d when the prolee of:· g()idPell&.1ned 



'Q!IDbanged," th~ 'ohta~g bU~ of' exehange on 

!ipnden~ ,w)dchthey oould isell at a profit. As the 

vo1.ume of go1d -going_ . England lDel"t;laBed:.. less prof"11; 
I 

WOQid be: ~11sed .. and. tbJe ,mf:neN would ~ f"1nG. it 
, - ~ 

just as, prro.fltable to .el.~ gOld ~them:ln\; at, home at' the 

prl~ .of.t20~46 wh1eh _d beeome the: new mln-t prlee~ 

and 'he ~e. paP orex~e 'would be $4.82 rme' ,£1.. ifhe 

new JJd.nt,pl1iGe aonta:1na :r~.e~ '0:01181S8 bitt: heav.1er- onss. 

,lln.stable ~tmCle8. eon~~l all-or these f"a'Ct :ft-01D. us. 

nn... ~_ ft.:.t"';'1· 1 • __ ,..:I 11' iftWa_.'I' ~,.' ._,. . ..... ,,a)_A! "'-­.u,e , ~~ uu·· ' ar, aWoL '. ,a!,#~_-v.1.~ ~7 aerve ;1ir!O L:uu ca~ 

lUl1ta- of weight (of" goldl' .. 

Un4er ifue, ~l.d 'standaPd* the prl,e;6 level. 

w1~ ~e:ouritl.7 r1ssa ,Or" ~ralls aeeO!'dlng to _bather Sold 

~. iu'to .or> OIlt ot' ita goJ.dP8B~E:'; to some ,extent 

then ita pnee l.evel, :ts, contro21ed by the pollc:les 'Of" 1ts 

debtopand~ltoP nat!c:mls. !he beak 111'Q.sva:t1011 of thla 

actCll'rPed am:-1!ng the~at lItu', 'When the.f'1gh1d.njg nati01'18 
i 

~ct:leal.17 ~d ~ir gol,.cSl OB net1~l eountr:tes sa 

SWeden .. lJnl~ states,. e"'1> !fbe ,prl-.a wl'th1n lthes'. 

eotllltriea ~ 1nf'1a~ :&nd moat or tn._ had" to adopt 

PlfeYeB't~ye~. tQ B~!tl.1ze 1;h1a useless ~)'ld. t1n11;e4 

states' reoel~ll1I08t 01"" ~ 1m.1QItlted. gold. 'Jfmr 'tllat the 

wa' 1s ovel'~ :t;heps-Ucipfm'&a;' •. thq have d~af'lated 

their '~DClies auff1elent17,ma7 w1~_ gOl~i hom 

theneutz-al ,eountr1.ea,. antfl a ClDn8$qUent pel"tod l):f 
, . , 

Since the .... 'there has alSQ 

grown up a ~ supply of" ,gold av.:af.lable f'orshc2"t term 

l0an8~ which aeema:H now 'to een:tPea prom1aiBg 1.fue 

peatest retro:rn- fhia suPply or gOld has beeCm4~ unwanted,. 
" I 
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a1ace It. .o"lements 8J!le Uncertain and af't'ect tb.e price 

1.8ve'la 1D the ~ou.S cOUntries m an unttel!'l'talltf mannei" .. 
! , 

W1.th a8'tab~11zed ~. the gohilDtta~lon and 

eonseqUen~ deflation in ~he nevtral,' ~tiPleslmuld have 

been p!"eventied..!In Sttch.11l case, .when gOl.d bege to' 

now Into aeoun~ pp!~. iroQ1dPlae;. ,the wei;ght o~ gold 

til the doll.a;ta wOuld ha"f'e! lbeen ~Hased" ~Bpond1;ng 

to the inoreaaetn the ltadez:~. .~. quattt1~ ·ot 

eoll.al!'.'B~d Nmatn e·anlrtant and at) }J%"lees .oulld be . 
" 

kept.tab2e.· Be.l1'· added goJ.d 'then would nOt. 1be ret1'eOted 

in a high hlf'latlC1i ofF!-OE$ II but 1n dol.laN 'lfh!ch 

OODta1ned.Q~ gold .. 

Proir1d:!.ng. 1tbat the pr'1Delple of' the 

·'compensated d&lJ.Sle'- 'lfo*ed,:fn:tema.tlonal. 't;;:ra1i!e in good'S 

aa)' be d!~'bed by 8aitlgle e~ad-opting :tt. 1ft 

the long Pnnlfil:t 18 said itihat the rate of ezohl!lIt:ge 

be~8n two· icmmtnea "Ia.!"~l_ 1n. p1'!OpoP'tloa to· 1tiheir 

priee 1eYel~. In the one coimtr"we DBlJ' USU1!J the 
., . 

pi-ice level ito be al.most l,table. sBd In 8!l7 or the ether 

eountl-les It 'lmriee-.. '!he'l."ate of Gltrchange bet'1e-en a 

Go1:mt1.'7 withe: f"airly fftablei pM.oe level and 0l!18 wiim 

a 'h!l'lable p!Pleel~ wlll be 1nnttenced OI- a.lta-ed 

on17 by G~ge8ln the1tt,ttw~ .it' ebangea in 1thep1"lee 
. , 

lev·el. ~8~ to· changes ~ the rate of excltmnge .. . . 

the gdnorlos8 f?om them f,s eompa'r"atively ~ul and is 

Olie to a cer!tain lag-betWeen prices and ez8haD.j~ 

f1.uetua1d,,,i . ., :Yo Illustrate this, "let; us B11pP1~se the 

price l.evel ito haTe :pl$1e~ in one cmmt17/J Erlgl~md., fl_ 
, 

I ------------



·4:1.. 

~pond1n817.. Bxporr •• 1n Untted 81;81;es Glm sell: 

the~ 1I'S.PeS foP htghel.- pl1"J.oes 1nEngland; 'the,. ldll 
I 

Neet_ .tdlls 'Of exchange for aonEngllsh 'PO'mlds. bat 
I 

when t.hey _11· 'tbel;p bl1b G:t' eDhenge fflP" amel-leaa 

~. thn :WiU rece1,re ,3uat aB lm1chas tbtlFQgh there 
, , 

bad . been DO rtae 111 the. Eug11ah ~ee ·level.· 1l1io !apor-iieft 
I 

and ~ In a e~ with a atBb~ etJ~ 

woul11 atand to .lose (3:1" ga:bl 1n a. ¥e'f"y aUght de~. 

CJ!d$ 1"1sk of: losing or ga,n'blg would" bo1reYeP~ be ml.l.1I .. -

m1£ed", $1nee., theol.d ]1t~. of' b1t8ineu 8P'11dng .. 

ehangea in the ~ha8ing poftl* of' dbmestlc BlODey .,.1d 
.. .' . . .... .. ...•. . 
be eUminated lfUe. the ay:atem of' a compensated, dolle 

introduced. 

"0 ~t.E~ d:U::t'lmtl'\7 wtm:ld be 11K 1D ~lgn 

uehange tp~sa-etiona if aa1ngl..e emm:tr,- or all em;m"tl!"1ea 

~ to adopt. the ·~ted dollarft 
.... than DOW ex!st,s 

when the gold atandam has been general1)" _speaGecl,. In 

a time of' chS.ms the go1ds'tandal.-d is 11St:lallT abandoned,. 
I 

the' ~ot1a ~eB ~~tiuate. nl.dly 1n the :f'o1"elgn . 

exehangea.. ~17one eOUIl~ With a atab111zedmmmtary 

un.l$ would atIb'tl"aet atl ... t one' eleJilent OOll'tl'11bU:titilg 

to 1;be·conrutd • .in the eu1mngea. Huber> ~a8'ts. that 
! . 

one sueh .~. bavfng Stable'~haa1ng POWSl~ eoul.d 

be ~_ aa a ?l41l~ denoafnatar in' :f'o~~ign 

Vade" ,.81; a~l wen 88 a ~C7 siiabl11sed is .gold content. 

~ ooneJ.ua10n-'i ~be UPiveclatls that any eountl7 whish 

adopts the ·C'pmpensated della~ .!d.~gl:,.1d11· Ditrl; be in­

e.Ol1Ven1eneed In .any Wa7 bT doing so... . USf) if' allY. eoun~ 

..-eded in (Stabt.lhing its emn1b1q,.. oi;hep "l11t:r.iea -7 
, 

I , 

;)f( Stabll.fJd.ng tie Do1181'> -.;. p..l.VV 
I I . 



A ~ege4el"al. adapt!_ af' a~lbl1iHtl 

~nq would a.];te~ i"0P8tgn axehange _ohanl.~ 'to some . , 

extent.. 1ft tit a gol.d 8tanc1laN the par' of exeha!l~ge 'bet1reeD 

ar¥.T 'two eount.'ftt.es b de"'in64 n- 'the .e:1ght~a of"' gol.d 
'; : 

1D i;heiP un1~ oreu~J~fII whlch are !'bed by f"latlO' 

BowevfD'., the: ~'te off exchange __ ,.. 41f':t"e.r :fr(D par aeeOPd1.l'1g 

t,o tila1nte~~tton Gf' :tilem:end f0J!! and $Upply of ~w 
be~n the two oount~l_~ .JOne eounw usuall,' bu.,-- goods 

I 

r'POm aDGth-er, because it ~ 1tl1.q them mGPe chea;~lT ~ .. 

(Prt.oes ·aPe ~ Or' the '1)ll!Iiee level Is lO1fer-'ili) _ raore 

gooda Bnde8Pnee Qe ~hue4. the deviation from paP 

of the eahaljlge 1nereasea until. it ex.eeeda the e~ 

gold poin't" and then gold rlows from 'the buJ"1ng; eOUDttT to 

the selling One.. ~8. gcrild flow 'tends to ralse, pP'lees and 

wages b the one 00'tUlt17 and ttl :low~ 1;hem 1a the other.­

~ w1nglng the Pa'te .of' Glml1ange between the two ba8k 

Wi. th1n 'th~ geld po1n't:s am ne~ pav. ~s is the' mBmlel" 

'that grra:tl_ O-f' the Nita of'exenange above Or' bel._ 
I 

the gold 'POJ.D-, eontl.-oltbe fl.ow aT gold to: Gl'* tFom a 

~. ~f'101i of 8C'la tends to ~1se cp' 101llep tW 
r . 

p:dee level, !depend1ng on Yil$1;hero gold COllIeS to ergo. 
. . , . ~' . 

hom 11 cotm~.. Bat 1d.th aoJre than one c;aant.P;y haYb.g a 

.~ .ta.ti1112t$l as 111 the-eompensated dOll.t:ns- (pPOrided 
. . . 

I 

1t f'mleUonedl~ theabov'6j ldesc?lbed meehan1sm .auld not. 
• ." I 

~te in tqeaame wq,. I'D. thl. case, the mint aell!.Bg 

Fl.- and mittt lJu7h1g pl\"'!.ce would taka 'the pl.ac!e! 'Or tht) 

-gold po1n'tS-.. 'fb.e prIee. :level.2.'t 1a ~(Ji nll be; 

_tabl.e.. ~e ,pri'Ceof go~ would f-iuetuat,e beaEten t.he 

tw() prlcea!l! :wthe weight: ~o.r gold: in the unit ot: ~q 

voul.a ~te$ ami these al~mlB fa wIght WOUld affeR 
. I 

I ", 

I __ ... _____ ... __ .. _______ J 

! 

. I 

. i 
I 



the pate or ,,:xehange be_~ any twGcmmtJ?1es .. , . Bat 

&n7 a1tePat'1~ fnthe :r~ignexehange· rate lIrouldno"t 

be bmge; '~ba;bq ifugy wow.d .not; ceee4 thm:re var1a:t;:ttma 

. f";vom paP~ wbt-eh 0#CUl" nncJie~ the gOld atandard. ~. 
, 

or 1 tseU til' 1.. as uaeh.l .1, liB as a 'Car' 'WIthout an engkIe. 

When. let llB ' say., dol~$ ~ ~ in the 1nt,ePnatiOllal 

oxebengos,. It· 13 really ~eiJl" comrmmdovero ~:atha:t 1 •. 

~~.. U the gol.d ·$'tandard W11e' in ():pej?at.1on,; the 

.amou.nt iof' goods. :pupebasabileby a dol.laia WOU,1d v~.!D . 

aecm.-danoe '1rd,th the· pr'lee l.ewl.1n Catlada or 'United Sta"es;. 

SQ'~1fh$1 the .i~lee leve1"~ 18 .lo1J._ the dOllar 1fll.l, be 

h1 great demand hi thee.han~ markete ~se 1t wID 

bu7 awe goods; the Pey~ nIl a1so be ~e -- when the 

price level 1\s high, the <folIar wUl be in dem&lad Ut,tle .. 

!.'his p~c:t;lce ot:spe.oulat,lng 1n goods W9Ul.d be 1~ons1derahl.y 

deereasad w1.h the geneal aeceptance or the De1" pl_. 
I • I '. 

81~e the ddl1.ar woul.d ,always D~ the same amount of" 

gOOds...e ~~~ or the price lewl wou141:u)t be tim 
, 

~l fiow 'Of gola ·to br' &am the eoun'try. mIt the 

lntmm.a1 now', or galdta • bam the min'k. Au.y -change f'l!\OIlt 

the U1atingpap 1IOUldiJ' lOf' ltBelf'lI' tend to '.Pestore pri:cea 

1;0 the W1g1n~ }W1eea before 'the .change. and the old 

paP 1I'OU1tl be r6sumeih. 1fhese elemen'ts all ac~~ on. the ' 

price levels ~ t.he vaP!ouemtn~les w()'Q.ld tenet to have 

a atead1eP ~!reet on!u~t1.ona1exebangea than tche' 

international.: movement. ()t gold. ~bed undez- 1;he gold 

standaPd. 



I 

aAPDRi,U. 
j .• 

I ! . 

A mSCllisSIOB 01' OOU,CISJ( l'IIttCB .'fIE 
" I I 

OOMPEllSA!EI)llOLLAB lIAS aOO'SED .. 

• a~llV :_eh a novel seheme wt.ll ne't 

aee:t w1 th ·the appllOval.· of!' all classes of people,,.. .~ 

moat viol.ent opposition to l't 00lnea' n-om the bankel!"a. 

In 8.1lJ' eount11ythe,- eOlip~1se the:mos t eons.l"vat~ va 

gPmtP1I' R~ ·1.fl1Y~t1on to TeJn" fl10m wba't they 

eall.a tfa0un4 moneytr pol~a •• &01'11ege. . In 1919 

.Prof"esso:r-FiBher pr>esenl~ .bi6 pl.-an -rO'l! stabl11¥1ng 

the della1.\" at a!l annual eou-vention of the American 

Bankers" . Association. 2heJ?e~ .the 'conventi_ Clec1ded 

to mvestlgaite hi. -.table monqW Idea.. '!he following 

7If·~te.am- Fisher's ·p.laa:.;. though Interesting a:nd ab17 

worked out$' .18 Wholly 1mplr:raetleal. andlfauld lnViolve 
, 

, 

gave ~ to the s'ta.lJl:1!:tJ' .or (Rl.r f'1nanelal and 

monetarrqs~ 1t !'htd.~ tJonclusi.on was accompanied 

with a few of the chief ob,~eot.lon8:-

1. fr'Jt. _14 lead to toralgn d'l-a1ns on the igold or· 
Unl t..a. States in &. perIod fit crt.s!.tt"' s:tn~e tbeD 

the djollo woUld b!a lightened. 

2. :In pelr10da of rap~dly rising prices 1t 1lJould be 

a~t impoaslbl;8' to ma1nta1n gold redeullptlO11, .. 

a.It adjopted at "thai; time (1919) 1J' "!:t would 



.' 
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p~tuate aU i~he su1'f'er:lng whiehMolp1enb 

'of"' ftxed ineomes have experienced as a Pesult 

of til1e rapi.dly !lI!aing p:t"1ces 01" the wm."" .. 
, 

~. t.'heplanwouldndtbave operated sueces'sfUlly 

d,mt1I;lg the war. 

:POP the$S :t-ea.sons the mvee.t.'!gator-s de~ 1 t lnadYl.aalJlie 
I , 

to ask COllp'eas to eonsidJel" the ~. 

In. . this !ffsme e:onn~tton. L It. Anderson,. 

economist o~ iOhsseNat1oxmlBfmk,. hesedited a pamphlet 

in wbleh he ampll:tlesand augaenta the 81"1eftltces 

mentlonedtn'the 'Npmet. At the be:g1nn1ng$ hia 1nsls1;anee 

atanda oo't_ that the proQl.em of" SQnm money ean only be· 
* , 

801vedby -the mts'toPa'tlanof' i;he .old ... t-ashlone,d gold 

standard ... • ,i •• be11ef'.;Bve~~--

.1.. P.1"of'.SQl'I ll:luher<'s plan has no obrl'Ol1l$ 'or 

nec~aI7 eonneetlonwtth the -quantity theory­

ot!!lQtt'8'1'* 7et he liB one of its leading Isxponente. 
I 

lU.s plan seeks to lllontmi the priee le~.l by the 

weigl'it 'Of the dolla'l"s .• not theIr number .. 
. ' 

2. In t1lme of' 'Wu> it; would do po81~lye b.al1:!1t. ~'-
, 

I 

of laoo\l:l:P and goooBin perioo. of' 'tJa1" elause 
! ".,. . 

pri~8andwagea tlO' rise in cm.-ta1n 1ndus't1"les. 

Go~ WOllld. bave to, keep adding Slola. to 

thettJ monie. to k~ the aVB:t"age of prl1C:es a table ",. 
I 

~s iWOtt1d. mean that. pP1eeaot" goods pr;tK1'tleed 

by <.mhel" 1nduat?1~1!Jwould have to f'all ~~naldePab17, 

and 1!t na1.ght. bring ].'I!Uin to them. 
! 

3. If' p~ees 1I'ePe eob,r.i.nuall.y l'1$1ng, the .jgoYePnmen\8 

.=~-~----.-
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4. Ita! adoption lJOWLd 1n:troduce a new el~Bent 

of' [ns'tab11i ty +nto the finances of'the 

government" and I thel gold basis of cu.rJreney 

Itsel.t",sinee 1l;l per'1ooa ofcr1s1s goJld 

1fOU~d be witlldralm from the cmmtpY .. 

5. 
, I' 

1:t !exposes the government t'O raids by 

ap~lator".8.. It' there is an U;p'If.8'Pd 5.mdency 

of' prices,. the government n11 have te) 1nerease 

the! weight of th~~ unit. 1fBeartt spe.mtlators 
I 

cou~d i1epP.si:t gQld with the govermuenit in . . 

exchange ;tOl'" goia certificates" and these 

cou~d be returnea 1st-eta ear a larger ~lDlO'Wlt 

of gold. 

6. B, •• i .. Anderson c8nnOt agree w11;b.Pro;f"e~~8or 

F1.sher's ~ise that changes in pl"1e~l8 are due 

toiehangea in ;t~e value of gol.d.* not 1~ changes 

in goods .. 

"'.!he: attempt of" a a1ng1e emmtr,' to adopt the 
I 

-stabilized doll~u is abso~utely ant of' the 

qu.tlon slue~ 'I1~wonld 1nc:r;aeaseeompl:ieationa 

1n rtheiDteraational exchanges",&spec:la.ll..,. 

be.eeB 'this coem 1a.,- and aD¥ other cO.m~cm the 

galid standard •. Howeve1"'~ he does ada!1!; that this 
I 

I 

cl!"1!tlclam counts fc,X". 11'tt1e with the ~lbe~tl0D8 

in ~heexehaDg8aa8~eJdatlug :1n 191:9. .Again .•• ,,,. 

iIDe; p1an WePe lllPpl1.ed to 'the .. orl.d~ m~ f'OPeseea 

d.1ftlcult'1es in :choos:mg aSld:table lf~:Jrldl:ndex 
I 

maabeze ,of prices j , 01" in case each oow1tr;r had ita 

.om lndex. a mu~it1Jllcat1on o~ d1.f'f'lCl!ltieB .• 

........ _ ....... -------~-'---

I 
! 
I 
i . 
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:rn sp i te ~:>f' this most. voeit'e'I"01!i1$ 

attaek on his plan." protesso? Fisher a1>1.y !~a:nde4 it., 
I ' 

'but before ~oingso"he'l~eourged the banlters ]t"or Vie1];" 

ecmserYat1T~nesS. som lof their po11lU t he Q;1emtonatrateS 

are aot: rea.!i en 'tieisms~ hut .GBl..y' fatUus 1fhjj~h can a1so 

be :found in. the gol.d standard, Or wllieh",by some sl1gh-t 
I ' 

, 

alteratlOBs: may be eorre~~ted.. Twosp&C,ial ta1111'ts --

(1) III a. period 'of ris_ priess i 1; wou1.d be ~!iittleul. 'I, 

to mam'ta1l1 gol.d redempt:ton" and {2} Ina pe:t>iod of' 

:talling pr'1,ces, foreigt.l: drams would threaten tke 

maintenance: ot'tb.e gol,d reServe -- imply "that 'the gol.d 

reserve is deereaseti botlr 'by a dep~i.aUoDr"8J:1td an 

appreeia'tl~ of: gol.d. sa ;e~lai.Ja$~bot'h at 1iheS41 eanno~ 

would take i_a risk of ,gol.d dep:reeia"tion iDs~EJad of the 

mdiTid.'Ual bolder of gold lor its subst:l"ta'$ej,," as 1Dl4er 
I 

the presentisystea. O~:lcmsJ.y it would eost 'the 
I 

government isomething to maj,ntam its reserve ~lhen gold 
I 

1.s depreeiajting, lor :prl~~:s~ are rising .. } Toe?!r rarelJr" 
I 

if ever" hatv'e' prices risen ·cont.1nuously over :Long perioda 

.!" by large amoua'tia. '!he longes'!; and larges't: c~iiJady rise . ~ 

.inplees ProbablY oe~4 during and atter ,the ~ 

War. At this rate the danger :tromany gxoea't ~mu e<m'tm-
, 

ldng depreQiat10ll of @O~i will. only appear in times or 
g:rea terisi!s. and it"' in. '~se times it tbrea ~etDSthe 

gOld resems in a Dation. it woul.d Den-G ~~ harmt'ul. 
I 
, 

toabandcm Ithe 1tc'ompsllsa:t1on1tthan to abaIulon the gold 
I 

stanclari.. ::rn llo1'1'1&1 times. Prof'essor Fisher ~ieel.areB 
I , 

that "as 1dng as a gove~ent ·ean ]fake ho'theJads meet" 
. I ' 

I 
I I 

~ J.eurnal! or American I l3alltkers* A'Ssoeiai;iOl1 --JUBe$1921.. 
I : 
, ! -------____ -'-_____ _--L._. ___ . __ _ 
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it ean stabilize the dolla,.'· r ft ,,. andm reeeai;, _D:tu 
I : " 

'tltisbas be#ome BOre eT~ent in .• ar1 __ ~tl"ies" 
i , 

F1t'a.nee. andtlJilit&d S'tates. 1a parti~. 

Ia.COmtectfienwi "th tile app:ree1a:t1OD. ot 
, 

go14 Wi Uti.a i a eountry • the ,danger of 1"ereip -draiJm. 

.1s 110 lm.')re s&1"iOllS' _~ Ule·_lItp$i:l1!B~QOnar- ~ 
• • I ' 

. iseollStarrtlY a-tthe ~;y or eomliticmt iar€l~lga 

aatiou. *~ell .• as expl.a11ned bet"e~;. _s b$is't exe-.pUtlu 
I • 

ta,the Uilit.$d States deing 'tae~. At \kat time 
I , 

oGUD'tr!es fat war banst'e;rred a. large ..... 1;1_ at their 

gold 'to liJai,ed states t,er aa:te--keepiDg~ ~a:-* . the· 

a6O.1t1_ to: the go14 l"$:SerY8 1!et'l.ee"tedh a ri," ot' 

pt'iees~ awl' to ~ its less an ~ ad, 'to be 

placed O!l ijs export., 1fh.e gcve~-t· bew'tlia,it a dram 
i 

or gel.a woW.d :t'6mlll t m :fal1ing priess_a 1;1ilei:1'i$ ''IIf'GUl4 
, .' 

I • 

daD aseriGllS dep:ressiOD !D.~. ~en $11:tU."' tIle 
, 

~t Uaite4: sta'tes _s at;D.l ~tenell ll,y tJl:$r amm 
, 

of 'gold 'to ~ *_ ~ erGm~s •• !Il$d .1. 

plJ.lle!l'ts. ~h f'1oie4s and ·4rains .1" gel-d ~t Dot 
I 

De r~d 111. astab11,if_d ~7 1< ,iJ.i.lte'e ttlr 1_ 

opera.tion,. bey would 1>$ ~e;red ~ess ..... a :t1eed 
• I ' 

at gelod 'ltGul4 not; raise!fr1ees" it _\ll.d m:ake ·tile 40llar 

heart." a :bam o't gaJL:d wOUld make it liejtw". A:JJ it 

1$~ (or_s' beteft 1Jr..di~Ettlt staw.s 1Il&D;\ off @Ol.dll ~ 
I 

R:akingQd I ~2!$_y po].j.td.e':S" &e:tr 'tra.4& 8.1rWl tari.tts, 
, , 

al!14 e:spee:lally ~1r ~·aebtsaad war· ~j~tiea\, an 
ou'tslde the: eon:tro1 Of' Waited Sta:ts's. llave It ;g~t; 

..... ____ 1 ____ .. _____ _ 



srne :tep&:r1; 'to tae Amerie&:n .Bmiiers* 

"AsBoelat,iO!l!ela1ms 1:hat~ weN "tl:tie ·eompensa_~l dGll~ 

adopted ~ (1..91.tl. i1~ i-tWi ave ~tate<Jl all 1lile 

Sdtel"ings irhieb. .3'1e"Ce1ftrs or:t:ixed ~$ .". ': ' 
, 

ex;per!.~aeedi..Jfhi.$ e1a11l. is qt1ite true:. but ;1 t isno't 
• I' I 

imp_sible to tmd a solatIa raJ! it-"" fte: plJll1 for 
I ' 

I I 

s:tablS.iz~ neeessi'ta~ that it should be; esita1d1Sbed 
I 

to start a~ or near tile; exls'th1g price le~l* Bu'l 
, 

the desire: Ito stabUize'maycoms at a time o:r ~ 

high priess. as :in 1919" or at a time (It ~ 

low price$ as a't pre.senl'" .and so 'the d.Qllar eamlai; be 
" i : 

sta'b:u'ized ittntil 'the Pl"ii~e:e level has become 8.ldjusted 

to sane 4es1J'ed le_l.i:ehw111 a.Uow all elJasseso'Z 
I 

i.n.4ust17 ~ e:perate at; isQ'Jl!.le lIloderate 1"ate of :pro:f."1ts,. 

Ec~ i~DSrany .11. "to: stallU1Se the. curren.,. at 
I •. 

a prlc;$ le~lat wbie)t mos~t ex1s'lfDg .1luwere e~ 
I 

'tra.ted. In mest casea the prifi l ... l.*idll~ ~t!:\s 
I.. . . 

mdust'ry Will also _eft" tke. .• re4f4W1r __ "~ 
I 

. I 

relatd.ons. I .!ia:ny routes ma,. betaken to tl:te Elles:1re4 _4~ 
I 

name17 tli1a 1& ''Of bringing" the prices or COIlDlQU:tles to 

theusl:re~ l.evel.. ~t!·OD. tI'OUld raise. prise.$ it' the7' 
, 

_re ~1l7 1.0\1'1. an~ 4efia:tion _llld l.ow;el~ ~ if' they 
" , 

'" ! . ..' . 

are ~1lJ' hign. Remoae~1zat::U:m of sll.ver 1lOuJ..a. 

act in. rais1ngprieesthe same way as ::i.ntla t:ltm., A.t 'the 

present t,.e Pres-leent Roose~eJ.t. is ~Dg 'by novel. 
I _aDS to ltaise pri_s $!!)the leY$l. or 1.92&.. He is 

'b1ddi.ng ajtl.le .... l.d p:!'l.e of gol.d", th.el.'eDY]!lakingthe 

gold. resems 1D "t1:a't .(:}utry more ftl._'1e."~ ad _lm 
mak"iDg mmre credi't a~ilab1s,. EVeatuaU7 pl.:"1ees. lle 

! 

u.p&$ .. will be pulJsa Ito !be, 4esired le*a1., 
: 
I 

j . 

.. ; 

. .' .'1 



·i 
I 

! 

CA ' 
<.IV •. 

Ctmtrol. of. .Prioes i¥ Time .or_or. 
!'. -

Mr,. Aaderrsott't's argmneat 'that 'tb.e 

*tahnted ~:r' wo'llild not ope:ra:te m a time tsr war 
is not only iappl1eab1& to 11; 11; iutal$o 'to 1&e goU 

~. ~.u. last great R3.'":j al.:IIws-t aU _tlO1JB 

ahaJ:td0De4 gOld and since tilell,. most ~ th. haw 
, 

expe.r1~ icllttlelllty Ul maintailtdJtg it,., lii. l.bIe 

6'£' ~ll:t i;lllcmstkis; 1b.le - b1 'tilae ,0'£ ~ .. g004.s 
. . 

ad labour btcertailt ini'l:as"b"ies· J)ee:0lIe ~ ad their 

priess !"ise ~ 11'1 th 'the ~es1tll t 'tha 1; tee _ole 1>1-1.. 1eYe.l 

tr111 r:l,se,. !!'bere:f'o:r& t gold 1fOllld have 'to bestIde4- to the 

.. 1 t .ODt~7 to' ~p 'the prlee l.eYe]. stab1e..Dtia 

would aeees~itate that prices of' goOd prmtUCd. m o't;her 

lDdastr1estall coJlsideralbl;:Jr, aDd 1 t alp" 'bri.Dg :rWli 

~. them. Bttt his ugumen't Aces .... 14 · ___ ·'to:fae1. .• , . 

; . .' * . 
l'isl3erin hllsstu47 ot priess eonel.des1ltat, ·"a 

study « i. llt.UJdJe:rs iD "the _1Up~ ~tr1_ 
I' . . .. 

deiag the l(apol.eonle 'lars" the '\faZ" sf' 1.Sl.2. ·the Beer 
i .' ' 

ftr. an4 th~ G:.reat war· 1ati __ s that war' seldoaraises' 

p~i_s ~t when", and to i1w' atetnt that ~ costi.,mea 
.' i ' ' or ar l"orees ~0V'Se 'to. mna~1on as a t'iaal. ~1.en; 

, 

of' gevermne~ts, or their' ~people.'I!r Ina tri!ae'ot' 1IaJ.O>QUl 

sea~$t. C~odl'ties a;ret'oods'btf"t's, 8l'ld raw mate.rials 

:requ:1red :tor the l:I&But'ae'tilU'e o~ It'IlrJJ.ee8ss1't1es - __ 

m other wo~ tl1e DJDSt 4es1rahls goods are .kslc 
I 

'oommod1t1es~ A:l!i:r .1Derease in tile1Jr 'prices .. ~ot: .11' 

1nrt . pu1l ~ prlees .1'4 ;all atbe.1e" c~.it.1es liP wi tlt 

'tilem ~ all moNS-se in the e06't or ll~ altd 
:"" . 

*S~bl11zillgtDe D&J.lar -- F:tdler p,;$5. 
I 
! 
! 
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COllsequ,eUtly 1B tb.$ 8:(lSt of pl'04uettoa. !tle:re i$' 

~t the d~u1l1bri._l be'heen prl_s ill war 't,ta 

which JI'r. bde:rscm wOQild have _ beli$w,1J' ADd U 

the -compelisa ted ,dollar'" eausedsuek a. diS9qa11.ibr1ta 

beWee. pr.ees as tothreatelrt 'tke exist$noe 'Or ~ 
i.J:m.ustries ~ t.lIen it. eeiUld easllyhe a~oned tmtil. 

the ~ (i~r _sover. 

ABotller' pobl'l of' d1tterence be~ 

:r1slle,r and ~.r_ eoneems tile eaw..$ or Ute 

:tl.uetuatiOJ:!ls 1n prl'C$s;. ,fte latter CslmO't 8.gJ!ge that, 

'tile,- tU'e 4ue toebanges in the Tal_ at glU~ 1Nrt 

bel.le'f'es. Ul/ey are1ihe l."elsult ar 61lll.'1ges iD the su.pp1:r 

or ami d~ 'tor gooas,. nShe~ stands .,. !Ida .. -

~,"OD. tbsli ebaDges in. ~the price level. are 4_ 1a.rpl.l" 

to changes lin ~ gold Slt1ppl.y and demand., OYer a 

period 0'1' .1$ pa:n. few 4eea.Us ! t, has __ pro'¥'& 1illai: 
I 

eha.!fges :1a !tbe prl.ce 1nel.sot' 1rar10ll$' eol'1trif!S 
I 

, 

c:c~spoD! :ratber e:losely to ehanges m the gole ftPP1.7 

a:ad d.emm!,~ msw~ indeed,. ~tes titat a8 the 

... tlt,.of! tbe .01.*141"8 geU ~8e4 .. tke pries lwels 

roseaeeorflbgl,.. or 'eolll!"$$t; aany.fiu.ms1dtlr Ulat sold 

" , 

_ Produet1On ·oft' 0'01.4' and Prices. 

JIr. A.rE~ Pea~ '~trare$ the 

eo-a:rse of the ftlue of gold sine 1.:257 to _ p:resen't!t, 

Which indida'te'S tb.a:t :tt, !la.1"l.uettlaWd m value 11m 

Q70"tBer ~odi"tJ'. IB tae .graph it ea:n be p}a1nl.y 

HeD. 'that €plod ha,$ app:re-elaWd OlVer f5~ or i~$ 
erig~ Yatlue fa 700 ~ - ia l25'9 its price RS, 

I . . 

-_ ... - ...... --- .. -~~-. 



I 

17.8 sb.Ul.~ per t'iDe i~~* and m. 1~ Ita prie. _s lM~¥f ~11.11l1g$ per fine OllDCS. ~.l.25!7 to 

16" 1hepJf1- Of'gold ?allNsems the IWtt prIce of· 

gel.d in .~0Il.. From 1iM~;rf1t. l!epr&sents tae: .. a.nnual.: 
I 

high in ~ I.Gndmt 1»1111._ ~'t. 
I 
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A 11 't'tl.e ~oaolegieal explautloD will elaritY ·the 

. ' 

f'lue1ma~1ons,.. From l.Q66 to l.25C ... pr:1ee ·or go1.4 _s· 
I 

iRdl.i_ ~ scafte j , 'Sf) gold appreeta'ted ilt Rl._ 

steadily _ 'these 78~,. 01\ aaemmi; Qf" a growing 
i 

a.pprec1a~iqn or gOld." tile amw t'0UBd it 4it'floult 

.. ba.1tmee !tha budget and 1;0 mailttaiD tlte pri.ee lsYel.-
, . 

they were ~oreed 'to' 4evallJate :t.lteir ~lea "7 

d.eltasiDg ttte eoin$,.. UDd:er Henry Til1. 01: EnglaJ!4 
I 

, 

'tile grea tea·"' de:basemen't 1oceurred. As 1'kemilIt price 

of gold .. ~ l'81sedl~·eammOtii ty prices rose 'too" lm.'t 
I 

lIlUCh h.S~; ·-rio't&aItl0I1~ 't:be l.ower elasses broke ou'\. 
I 

null., :bl 116,94 ti\e. Dink of' EnglaDd an4the gold 
~ . I 

~" Barron f s [!feekly 
I 

(f'rOJrD. "The Pound Sterling -- A.E. 
Feavelllryear.) 

I ______ _ _________ J 



of' 84,.95 ~l111ngs pel" rille ~. a" _1ea 11; a-emaiDed 
, , 

.stabl.e 'tar 'overaeen1;u:ry 1.1lltll the Jfapo1eon1e ars. 
I 

I't bad ~ ~ abandoneill thea. (1.'199-18201., 'bul a't 'tile 
I 

em or the:1R1r it &s restored apm 'to ·tile 014 val.ue a"t ". 

Blell it~me.:d 1:or anotlller. eentu17_ DuriDa 'llle 

~t. 1far' 1" 1Bsal'laDito!!ed agam _"u. 1~ •. ~. gol.a 

s~ f'1Da.l.l..y h:robf down alld: had to he abaDdtmed 

ill l:tSl... During the 1I9US 1:931 'W 1934: the· va.111e 01' 

go1d rose $teadU7 ·to set De_ all \:Ute highs. !.'he: 

last '1'&111&, giwn 'to g<l!id in tae chart is 154 .• ' Bllillings 
I 

per t'ille Olil.'ICe .m 193:3~.. All.o"L tats evidence 'rAlrl:ties 

'the :ract that go].. do:e,self_ge in. val.ue an:d tila.' these 

changes meuiii"'est themetelYes ill tlle I~ le.l and 

cost or ii.mg. JIalJ:y hlstOil"iea.1 haP}lSBings ill a 

Datia etm ibe 'traeedt;o Ohanges in 'the "t'al.l1e or g014 

as theireaUS.e. weeClllel.w then'l that the 1nf'oraatitm. 

gfven by' ~* :r~az.jI' _ the. Whole. ftb-stantia:tes 
I , 

Professor fts11erctJscOJJit.ent1Glltila't price :f1uetua t:1ODS 

are due to:a large ex1i;en:t WeAaDgeS in ..... alue of'golA. 

'fte erj,tic1sas of' t1lt& pIa. otrered. by .It!;e 

.Ameri'Ca.!l _kers* As$G'Cla: '101140 DO't ·seem to, be ver'$' 

SflbstaJ4ia..... They al"'e, the 'Very 't7Pe. ·or argmIkiltnt -tllat. one ,... 

woul.d e:xpe~-t rrom the conservative VPe. .Ii 1s not. 

lBt"Ila~ that mau,y at' the· powerf'al .bank1Dgms't1tatl.0ll$ 
• I . • 

should ob~t io a plan sueh as that. p1!OpOse4 Bl!'$ 

rar sk1til:JZi ng 'tile pll!l:"ebaslng power of money", YlUs 
, 

plaD. would iput; the· coo:trol. ~ iSSlling money in 'tlle lla.nds 
.. 

of gove~t, &gel!1Cies:; it woul.d also put aebeek 'ml 'the 

~e .tr c.red11; 'by- the baaks - .~ 1'he. maOlmt or . 
I 
I 
I 

. , 

I 



credit 1fhi4h a. ba.nk;. w.ght issue ~d not only be 

limi.'t&d by the amount ot gol.d hel.d 'to its credit, ill 

the DatIon * s vaul. ts 'f (1~r by the . amoUD:t it hol:ds in 

gol.d eertitiea:tes., but; al.so by 'the 'h.rying we1glr:l at' 

gold in the u:a1 t. Pr:itvate baJlks then wOldd loose JIl1ICh 

of their ~OJI if" Q~ eurreney .. ~ .stabiliZetl. 

Othelr CriticismsloZ Dr. Flsble-r'*s PlaB. .. 
I 

A se(tOld kiltd or eritie1:S1l COllIes hom 

peop.le who illava misUJ:lij~ersto&d:j1 o.rmis1nwrpre<ted 'the 

plan •. ~ wbt't have be$lll given t'a::1se ideaseOl:l.eel."lliDg it. 

11; 1ltcludes many varletd pe't'ty :taul.ts._ Prof'essor. P1Sher 

has el.assi:tied 1atem'milder f'ourtee. hea4s!lr a t"ew ofefell 

j:t lI1fil7 be Well to exaJ:ti De,. ODe ot the striking t'ea'tJn'es t' and 

<me Wbich:teli'eal.s 'the Wide variety or mterpretatioB 

at the pl.az!t is tha1t some 01* the llllIIle1"OlIS eritielSJ1ls 

contradict -ea.eh other",. 

Some .o'b jeci; -that. \1te correetion. or 'the 

price laTe~ trou1d be 1;00 mcl-dea; they. ilaagiDa tl1a t 
I 

a sudden alieratloa Ulthe pr:iee level ¥l11.1 occur 
I 

immediately Ute· b1~lthl7 adjustaen'ts are _de,. TIlls 

objeetiOll 1s not t?ue;; it takestims raJ!" aoney·and 

uedi" to tl.oW' iB;to atlLti out of C1reldat.1~ a.ll4 althO"llgll 

'tile ehan8Cl' in the pri1l~e l.ewl _y ))ega almost at OPe., 

it w111 not be eomple1;e4 for S·OJDe Ume.. on the· o"t'ller 

baall" 1 t .is s-ugg5sted that the eorreetion -of tile price 

l.eYel. wou1d be we sl'(>w;: that a 10ilg 1;~ would elapse 
, 

Det'ore aDY i etteriof l;he Change in tb.eweigkt Crt' t.u tm11t 

1fOlll;d be ~1;ceab1e OIl the price Level..; JIoweTer sl.ow 

or ftp.id 1ille el1aJ:lge ifll made. no accurate _ans tUi.sts:.' 
I 

.1;0 ~! it; t'here ~e l'1I11l.Y ms'taa.. tkougIt" trhe:re 

i 
! 

"oj 



-'ha.ngas in:bank discount rates 1IerB responsible 

for an appreciabl.e slsbCkening or mcrea·se in the 

quantity ot,'ered1t in ·demand :in a short 'time. 1fhe 
, . 

price l.eYe4.s of 'dirXe:l>en'temmt:ries tend "to the same 

. level. by t~ now or gol.d to and ~~ bet:l!een 'thela; 

1t takes a 'cam~tiV€lly short time for a: fiOlfO~ gold 

into or out or a coun.1;ry to reflect in the price 1eve1 .. 

1.'herefo:re. 'we baTe to assume that tbec-o,rreet1on in the 

priee lewl. will. ·come about masu! tabl.e manner", 

SQ1Tl&el,ailn the m:al't1pl.e standard {or 

'ftkmqtel1SaWil,rL4el.lar"} 1Sl-iESpec:1ally ra.ul. ty When· the 

cans;a or pJlt'1ee :ItO't'eDleIlrts1s due only 'to the alnmdance 

or scarcitY ot: goods ill geIleml.. But.· .it is impessilll.e 

'to compute ,just how lIWlCh of a ehange in the price 

l.eTe1 isel1tlm1y due to a geD;eral s.ea.rc1"ty or 

abundance or goodS'I~ OJ!' how mneh is «lie to a searc1 V 

ora.~ of· gold... A4m1t'tedl.7~ it lfol1l.d be wise 'to 
I . 

. , 
d1sermiDa.~· ___ ihe "_'~pa:rate causes ofi.c~ri_ 

movements. ' Begari1e.sst or 1thehuse o:t allJ' al. ~:ra:tiou 

in the priee 1eve111\ tbe :taet remains that theY' oeettr" 

fm.d that 11; seems aee~etieal1y poss1bl$ to overcome 

'tbe e"f'lls jromthem hy this plall.. o;t eourse 1" aa.y 

require a greater or lesser ·&mOot. at go1d "to eorreci; 

var1a~iOBs in the 'price level. due to both tae searalty 

Or' a'buDdande ef" gOOds and go1d. than it would to 

correct onlly those due to shortage or abimda.nee of 

l'BODe7'~ p~ress_ :rishe~ sa;ys~ *'1tThe plan ~or .~ 

sa.\blg the :dol.l.a.l!"does; not in essenCe& cmnsist 1D 

~ AlIe:rri~ kODOJB1"': Review (JJee.191.~) -' . . .. . 
ODje~t,1oa. ·to at:ompe.sa-ted· ~ ~ p.826 
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sel.ee"tmg ~ mu1 'tj.ple or any ottter sta.lldard.- It 

;eOl1sis-ts m a me"thodo:f mak1l:tg the mouetary :mtit 

eont'cm.m -to f.UlY stand8rld :chosen:.· !'.b.e:mttl. tip~e 

staIldard 1s: rGI: lIl.We stable and aeenrate than tke 

single gol:d'$tandard 0111 Which 'to ba... values 'beeal1SS 
¥ I '; . 

--.m.ue inli1TiduaJ. pSJds may Ya.r'Y g:rea tl.;y :in; absolute 

val.ue fl the .... ral. mas~s of goods will TarT ~tivel:r 

1it'tle am seldom,.,. tf I!~ does nQt seem ~hle 

to assume that ·the 'Tar:lations mtbe val.ues .tit' some 
I • 

eommodit1es: :ir,. onedm~t10ll Will bel ~se1; by Taria:t1oBS 

in the Yalll$S or o1il1e:r eatrm'l.t)d1t·ies in the opposite 

d1ree't1011:J ithus averaglng the "Iariatfions . ., 

T1le eorJ~eert.iOll in the weight o~ the 
I 

_it always, eomes too la_. some say. It a11lTaYs comes 11 

a:fter tile devia:tions '01~ the iD4ex :rraa paz ilaTe 

~d. It 1$ :tar ~,t;ter thottgll •. 'to lJa-ve the corrections" 

come 'a:r~ tbe 4eTiat1()DSt tl!an DOt at all.. There ia 
I 

litO method bt aieh _tII~_e.'ea:te1.7 r~ 'the ~Q 

of' pr1ees 'Ul tJ:te fUturEt ~I U1ll.eas it 'be a Yery ,general. 
" I . " 

omh As PHfessor FislJrer points aa"t. it maT ~n 

happea that: attar the l(!~orreet1on has been :ma"fle. priMa 

will 'take ~ apposl te tlJraJl! Bat 1d!e-ther they-do or 

l:lo'tdeesn,'t ,matter "~lillas :long a.s 'the eorree1i1ous 

are su:r:rieien"t* and come ot''ten eno •• keep "the. 

price-level. ,uearpar·. 

It is al.SO a eommon be11&:t that &$0 plan 

aims 1;0 nx;, all. prlees" bu:t this also is a m1stak@ 14ea., 

It doe_ *t ~im to fix t:h$ price .Of a. &1Bgl.e COl1II'1Od1 ty #' 

eaept the pries o"r gold which willeilange 'p~l&l.7 

~Ibid 
i 
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, 

is to fix 'th.,general a~re:t'age ot all COlDJBOdlty prices 

. at a ea-taiB, level. By .fixing the genePal levea howeYep 

no attempt 1:j1 made to :r~Lx the prices 'Of 1nd1v1dual 

COIDlIiOd1tlea; i they ar'e 841;,111 :tree to 'Pise and fall 

acCOrding ·t,\oi the law of supply and demand. 

Another ~~n ~ 18 made when -=8 
i 

0.1&1& that tbe tJoompen.~lted dollar" woul.d mtettt'"ere with 

apply and demand.. tJnd~~r the gold standa.rd the pr'iee of 

a eommodl ty .~ tits 'of two separate elements-the effects 

or the supplt and ,demf.i.tlCi ~o:P gold. and the et'f'ee"ts of' the 

suppl,. and de-and 1'01* theeommodi:<t7,. When the ~ 

haa beenstabl11zH acccriing to tb1s ple. the ettects 

of' one of the elemetlts~Ln the price diaappem-s. !be 

ef":tectot t~ suppl.y ·oftmd demand for monel' on the pr'lee 

of' the ~ity18COml)8JUJated by the tluctttat10na in 
I 

the p1"ice ~ gold &nld. SC) 1t does not appe8.l'" in price of 

the eoDlJllddlt,.,. ~ gold standard t'!.x..es the price or gold 
, 

at t20.6'1 per f'1ne OtmeE~ IrregaMles8 ot It:s8care1ty GP 

plenitude a,o: that ehangEui in its nlue.aPe PEf184ted els8-

where" bU't 1~ge17 in the prices or allo1;he:r e01BlJlO(llti~. 

filer'S 18 nCI i;ruth in the statement tbat~* 

18 a plan to control the value of' gold. ~. on17 apera:tlon., 

.hich con:tPoia gold in 1;he plan, is that Ai;, the ~. wher'8 

the weight of' gold in the ~l dollaP 18 l1.ghtene4 or 

made hearte fr depending on which 18 neceasaI7 ·tobp!ng 

the pl!'ice leVel "towarci i.ar.. It does not attempt 1;0 

affect the ppice .of golCit per ounce. 

! 
--.--.---.~---~-.------ ..... -.. -'" --------.:----;-- .. -- -. ---~-_._-_._._----_.".-.- ., 



Bar 18 i.t. true that the plan epel-atcuJ 

onl.y tbrougJi th~ flow (lIt" g~ld_ Some wrongly hold that 

'the . basi8o~ the plan l?'8sa on the flow of gold into 
. I· 

and out of dlf'f'wentebt:mmel.a .!.hese people overlook 

ime fact truit a change 1n the pr-iee of gold and in the 

weight of . t~re' rtr>tual @;oild d&1181-. changes the ntmloel" of 

d~ll~ in iii given .ma.~ot geld. A lower-ea gold pplee 

('Or i'alaed dollm- welgb.t) can reduce the mass' of' gold 

into fewer dollal's,. and So raised gaid prlce ean increase 
I 

!hese eompt-iS8 a few of' the minor f'aul ts 

whiCh ha-.e ~diaGoyered 1n the S'tab111zed do11ar,. ZD 

J.Il8l17 cases, tine,- aJll1t!~'e from ignorance o~ theintp1eate 

~k!ng of ~ monetarJ' mechan1sm;;or they'DI8.7 .. 818 I 

haYe aaid be!f'Oll'8. ar1,86 ;fpOJD 1IdS'Wldel"stand1ng' or mla­

il1te~etat1bD.. Altho1:tigb numel"OUB, these detecta are 
\ 

net tmpo~~t... !be. mos·t 1mporieD~ ~ of' er1.t1clsm 
I 

to be 1n'tere~ted' in 1.. 'that .. hleh ~18eB af'te,p a eapefal 

aualysis or the plan ba~s been undenaken. ~. greatest 

eontrove~ ~l" an:y lltn, monet.s:t'7 sellema will probably 

C81{~ ap_ 11;8 eonne1~tl~ ~i.th 'the a'quantlt7 the0!7 
I 

of~. ~ls 18 the ease wIth the Uemapensated 

dolle,.t!f .A!s yetiii' the Ilfquant1tJ' theoJlf;- haa not been 

.tU117 accep~ by ev:epYcme.Suppose we exami~ next 

, the' relatlomlmip which 4ax1s'tS bi,tweeni;he -COJBpense.t$d 
• I. " 

do1.1~ and jtm;-quantl ity the0!'7- 'of moDq_ 

~ Quantl!l 1!heQ!I- 'Of' JIonez .. 
• I 

l'ia'P17 eccBlOlldrta held that t.hevalue of 

mcmey depend~ on t.ta qttanilt7 • and thatlltC otheP thIngs 

b$l.ngequal, : px-lces va:t"~teCl directl7 lid th t~ a'IiBOlUlt of' 

, i 



5n .• 

mons,. 1n c~tlOn.· _ ~~etore &ntble the qUant!~· 

of litOney 1D.eireu1atl0n1,. ami, othel'" tb1ngs being equal. 

pri.ee~ w11~ k.lse W1ee ~ils h1.gh.. This.as the original 

f"cn-m '0'1 the. ".quanti t7 .• ~ nf'. mone,-.. bUt "it did nOt 

aPpeal. to later eeonom11lts$ who hlmd that. e$'tflhl 

eons1d~:ra:tloDs had been ·oJdttM. .e mc.omple1ieness· Gr" 

th!sthe0it7 was an mC81t1tlve ~0J!f PJWo:f'essop' FIShel'" 'to 

turib.e~ 1n"eat1gaU~ ~lloDg this I1ne, b&eauaeheaaw 

, in the,ortgi.hal th~ lloma alemen't of' tft'th. ~e h'!Bl 
. . - 1 . . . - - . 

. 'Is due the credl"t for ~:trts1ng and maldng .more moderu 
'. i 

the eoDcept.lbn of' the ftjtpHntiit7 imeoI7". He 1s taIe 

modern quan'tlty 't~a'~. Accorting to his view the ptta-­

ebaaing powe~of DIOil871flepemi:!J en fiVe '_tis or ~~s, 
I '. '. 

and five onl4Y -- JIIOn&y ~ depodta.· the velocity o:t 

elrealatiollDt" mOney" thevaloe!.,. of t'd.'!'Clll:a't!on ef' 
. 'J 

deposi.~" ana 't:he voll1mJS of' trade.' 1118 whole f;beopY 

may be 8UBif4e4' up brian:, in an eqtta't1ou. or exchanp;. 

~8aed as; a f'ol!mUle. ll11 T ."Vit : 2 pQ" when :. and .f 
represent; -_,. and ere.dlt :respect! -17 tmd V and Y" 

represent, ·tbie.velec:1trlea et- 11 and .·Pespedlvely and 

2. pQrepresenjts' the ;8Um 'O'Ethe Yal"ious goods muliSlfl,ed 

hT 't-hebo pri!eait., . 1fbe action ot the 'lanOllS f"aetoPs can 

_ be. seen OIl ~lce,s' by me;8!UJ of thi-s.ehaNte. --.e five 

causes ape ~t111 the eft'ei~tatJt antecedent e4'tlSe8. BUch 
, '. I - • 

• I • 

1ndua:t-17 ,-e.dtd speedIng up of"tz-ansportiaUon. which $.11 

6ft w-!neresJae 1;he vollnae of trade and therefore to 0- . I' . 

d~e the p1"1ve 1eYel. '!hr1ftless m&thod'S~ the use 

of! book ere~t.. and fast 'transportat:tc:m· tend to !nereas-e 



. price level. '!be lmpo'i~ ~ mtn1n~ of' metal" the.' 
. . , . . , . 

adoption Gf:: b!me_ll:1.I~ and the issuance of hank. notes . . . 

.a.a"e an ~aae in .~ quantft7 of money- aad the p]l-lC8 
I '. • , . 

level..~ 2he~ as.-e' "threE, eonel.uslona whieh he ~ve.aat.. 

~ .l:~ i;$ s~11.1' ~e that;' ,~) priees' way' dllnl~~ ~$ ~he 
, • . ,J' ". 

quantity of' l-one:r .JR"O¥'1de4 the vel.ume of' trade. and. 
, • t.'" I '.,' '. • 

veioct1iletf ~f' -clrculatl,on l'emunthe seme; (~l that 
" . '. 

pl1icea v8.'J:'Y id::tPMJ'17 as: the velocities of' e1rcula1;1011 
,. " , , . , ,". ." 

• ~ ,. , 1 

pzeoddef1 th6' quantity ort money and voh1me 'Of' ~ 

~ ~ Same", and tal 'tbat ~!~es Yali"7,~&17 

u the T.Ol~ of.: ~adepro¥f.dQd . 'the' quantlt7of'mon8Y 
. . !, , . ,. " ,j, .. 

am depoei_ a1'l:1 th:e!1"ve:lod:~i .. a. z-emain.ed~e4,"," 

. . *"'\t ' . 
'that one dr 'the aozmal d"feeta of an !ncPease in the 

quan'ttt.y I.>f :i!IleDeT Is an eD.~17 pPOPQrtlollal.in8rease 
, ,,', ,. . . , 

iD: the. sene~l le_l of pP1~8 .. It At. bottom the qas;n.t1"ty 

at D'lOIle7 18 ~yeryt1dng :In hi, the.sla..'fhestPletl.7 

p:oopoptt.onal, ett1"ee't tn ]~!eeaen17_CUP8 ~ aeTenl. 

transitional pePltodsln whieb. any .tneHa88 1a tbe 
I 

qlUUltlt7o~ Iione7 ppodu~Ma lIkewise ef't"eets on all Qth~ 
" 

factors 111 t~e equation. of" exehan~e •. An inoPeue la .• 
" . . 

'tberer~ ~ae. ~ D1:C:r8aae ~ .', and -quickens 'f and 

V' 4.ftaheP aSS1l1JI88 1;ha1~ til _rmal l'atio exish between 
-.". ' ••• 1 .' " ." •• '- • 

• and .'; if· K tn.erea8e~J eo al8'& does II' In 'this .n~l 
, " 

l1&tio and' c~ 1;eaporarl1.,- beyond tha't:rat1e;ll, Dr.w1ng 

'the tpan:s.11;.J;emal per'1ed'tl'_ wben there are .seasonal. changes 
: ' . " 

in the volb_ of tlPade ~_ (aaeb a8 ~o~lIOv!ngt1me.) _ 

*" , . Pw.;-chas1ng Pollrer' ef "'ney -~ !,lahero p.151 

7If* n~.d p, .. 15'7 
I 

_~ ____________ • ______________ "_ -----·-1--



• • I 

the -qu.an'tii;y 1;~ulf111 not. hold s:tP1e'tly :tlme •. s1nce 
I ' ':" 

at. ·thd .t.!1D4 ~ mmi;8lr, la aeed; the vel:ocl~ea ·or It 
and .• t1n~ase and thE, .no1981fttlon be:tw.en --87 and . " 

R"ed1.i;.fa '~ll.J'exceeded.. !be poin't to be 8tre,a~ed 

1aft~l a i,intepr.e'tat;1Q1l of 1:;1:18 ·quan~l_ theol.'71t 18 the 

~ rta~ between'tlll& ·quanti_of BIODe7~.8,nd the amount 

at c~t.lil1ch .~ be'issued on·.'the· moae~ ~1 •• Upon 

this ·~P.$OD the -ftmpensa'ted aollarlf 1s f'0im4ed. 

, ,1'OP tnatance",le:-t ,U8, 3Uppoa~ . ~ne1ad_ 

~ ahow. a a.eere&$6:., ~he plau calla fora decPea~e 

in 'the welgffi; o~ gp-ld ~a 'thedo:11al.". aothat .~ ag1ven 

quantity .ot ·~gBld till .RP~ more· ~t· Ol!* lIl'OIPe 

dDll~.; ~tl.J" cNd1t· 18 made easier to db~ 

or more . doll.!.a:Ps are printed. As tbequant!!tles or 1Il9I18T 

and creM.t. 1bOPease~ .. their- ,Ye1oclt1es qu:1.k:en~ &Jld tbe 

eonC$ltrat;ed action. of the$e fO"tIr, taetO'Pa tend ~ incpeaae 
I 

pplees oftb!8 fixe4 qu&iBt1~les. or gooda. ConYersely". 

let us _ppd~e prte:6$ .bave aholma· ~e above the p:aeral 

,ayerB.ge. .~h, 1nd1eateJa that the dellaJi" _st be increased 

in wei.ght.. lA given maS1B ofgo14 will, iRlPpon leas e~t 

.. less 401J.:ar •• thePs:r~we ez-edlt:18 made dlf'f'1881't to 

obtain$' or dbll.Us aPe 1aalled in hom e~_l.a't1cn. A.s 
:' , 

.~ . quadltT ,.or lBOD8yaDil, .1"ed1t. 111 eb1nllat1oa 4ecreaae~ .'. ", 

'the.1'r Y.eleeljt.1.es tend t.ltl'decrease$ and Flees: of' the 

:rued Quaat1~lea .Ofgomia ito fall. Each of the f'sewrlt 

I( and )(1 .. V and, V'· 1m .. ~m ul:tl:a;J.~ effect;, on pricee. 

At 'th18];101n.t those wheo~ the 1fqaant;1't7 

theorrftObj ~'t~ sayIng i~t. }rices are not theettec'ts of' 

these other f"a(J~a$. bui~ that theY' are the c~ses Gt 



them. noea thls e:eem. l~_onabl.ef i't:ur't' bJag1D$ that· 

jm!oea .1.n'.~ 1;m-Y8 dGubled1l1 'SGDe W87' (ethel'" 

than -the .,rf'eet or 11';he above roup fae'toP.a }...What 1101114. 

bathe .. :reeii or dGubl.41Mip1!'1ee~l on the <other t'mtr' elemeDt8? 
. : : . 

2be ~ltJr·beWeentllelllOne,. aide on one hand and the 

goods d.de:entbe fihel· ~ ·Oft ,maiD"ta1ne4.. DQab~ces 
; 

weuid Uk. ·the· ~.lde· Wlce.- as gea't ·8S ,the arone,. si.de .. 
I ' 

~o· ~eet the. $Ip18iiiOllI tid .• mJi· ·theqwaddty ,ef'monel' and 

CNdltc,. or ffueb!ve:loe~:tl_! .. t .~.' or !the:wlUllile 

or btut~a idecl1n$... 1~~1_ 'or' BlOneyea:rmot _ 

~'daeemonEQ' .~u· DOt '~. eutloed :lata a ~ 

w1:th 111gb ·Mi.oee. DG~ .'Ill·gold_ ~ to- the -.~ sinee 
. -

Ita pIIli$ha~ ~ weuld hair •. 'beetl out 1n ~.~ J.l:Oit·will 
~ . , . 

gold' Jdrdag !be~ged "" hlp .prt.~. -!he <!1tan'tl'ty . 

fl. 4eposliia -mll not 1D~ae s~ they' depemt en ~ 

quantlt;,. oog mon6t in e~la:~lOD .atid: -i;h!a wUl no-t iael'*ease. 

It is l1athel.'i f'GGllah. 'So t1dDk thatc tn. Yel.oe11des ef', 'these 

~ would qulekea. ..l'though ~t would be ~!ble... due 
I . 

they have ~d.,. ·betmlad~fuated fro auliS 1ndt!tldual COS!l­

-ven1enee.! A~m. it, ia 1n~:ce1ftble that. ldgher pJJtieea 

would 48CMa8e '-&he y:olmM ojfuade. lIot only 1fOUld pr1.ees 

·of ~8 be hleeas hilPilI' but .~ ·also··1Arml.dp~lee. d 

lalJe1u1 mldsfti¥ieo,.. .E1i'8170n8 wGu1d' be able to ~ 

~ 1d.gbeP~.e. ·and %he YOlumeo:t .tJ!ade woal4 l1eJIIa1D 

.tabla. 
a..f"~q. 'fro ldatol!"y', Terii7 the c,ouelus:bm 

that, pti.- ~. the resnl't~ ()£ thetOUl' t'a.~ whi.~h ...... 

lJeea deee~, abov.. lIT-fees ·t!1d Det r1ee in Engknff ··un~11 

the gol.d and' anve:r which Spain and Portugal had brought 



~ the ~1b#, begSl' t;,~ ~'MDlate thrmt.gh'tlB 

English' f'~Olal~. 20 1Ulderst.anC,the Iteompensated 

doll.e" ~8. a kaolrledge of the Jl!quan"tJ" the().~ 

of mone7 'aa l?;po;te;BSGJ!" J~Bhe7, ap~ It. 

ra~~~Qwm1;1!>Z ,or .801d .. , 

l'he #cpttmt;ltr theo~· has also MeD. 

a'.ita.*_ ·of" ila~~ :t:Pom, t;h.e .. ~. tha't-gold does oot _lB-
17, depead '.f"Op 1'ta ~~~ on Ita ~'ti:t¥,.' CPEKilt, baa, been 

~ __ euoh. a de9-ee ;"";reeent ,~lts quantity 

.allJ' , afTe~.,1fu.& ",alll;e .or gol.d~~e tban 'the quantlt'y 

of ' ~ld itself. '~acil1!tle1_ lapl1ea~t DO ammee'ti01'l 

or 1l0J1ll&1 l-fdd.$ ex1.tabe.twe.fm tbetJ.1lltntlty ot, gold and the 

quen'lt'y or ~Qed1t .hiohts baaed tm It.. Credit ie' 

e.q,and-ed' tl" :oont'Paeted ael~mnng to ,the ~ee4a of·. bl.uJl:eees., 
, , 

~es. d.t the 81IIOTm~ ,40r gold _hind it.,,. :Doubtil.eaa 

a #8atdesl: of 'tPlt'th ,Is ,~i):onces.led1n thle: tlnultment., 

BH~ of a ~ ao~1t7 of gg.ld ~ ~ on the 

ever .... expanding lms1neas and COBlell"C8 or the ~1d" 1't 
I 

haa .beeaae ~uar'7 to COll$elR'8 t 1; and econQilld:e' in .1 ta 

tl$e.0 as to' JBake 11; go C4'h f'all"tber, than be;tO", and tid. 

haa 'beat. ,d$neby ~oll1't:tng to ,ea. ~aU ... o:r ~ts beTond 

~ 1bd.~.hl~ 8014 emil aup~. ' ... :ttelP what raonetary 

a".tea P""tals' ~. 1'" .,18 being tb'l-eatened. 'bye 

3hG1-iage o~' gold:. . Even the -compensated Q.ol1Q",. it· 1't 

. ~ a40phd •. e'mlld no't avoid it. A~ the end of the .&7 

.' most of' the. "ountJ.Itlea fueed the p:J"Ob.1emof an ~l,., 

small gol~. ~.eli've to .,ppol-t. sa ... 1l'I!I18Uall,. hi.gh pPi •• 

leval. Some ··we:z:-e· caipeJlled to aevalttate theu ~emolea· ... -

~. and ~ :red.ucsed, the gQld oon;~to:r thel:r 

monetar71811'8.. Englm1tl and Un%tedsta'tea ba:Ve onl.y 



PQBtpon~ tIte' process c.f devamat.l.oa; ~ the f'o~ 

r.8. praet1.cally brougld; ab(>uta devaluatlODQt the D6W1d 

by. go1ag ·o:N' 'the goldlrtan.d.ard,. w.M.1e. the J.attep·has just 

completed the preeeas. As J. Dvesi;a1;ed;.. the pl."Oblem 

of a gold ~tage ai8(l~ would face the "compensated aollar~ 

Probab1y th. beat .,. iliO~lve ·the· d.1.f'fi.cu1_ wou.ld be~~ 

~t",te:take atoek oj' the n~tl()'A's gold ~yea. then 

with .du;e rega.l'ii to the tutlnfe·,~· ,of the metal, in­

~te the' p:lan of' .the·e~a'ted dGll~tt wttb' the 

mrl.t f)t eu~ ,eontalQ:!ltlg am U'ttle as pcaa1lJle goUt 

b&eJdng.(I.,e., to devalua:te the Ctt~ at the s'taP't,. 

tD stteh an ~t.ent that the goia auPPl.7,. no aatttm· how: 

8lall .. ldl.l :be abl.e to m:tP~ sufT1n:1en.t clD'renq ~o 

e,~ on th~ nation's bu.slne$Sat that tilEleand as t'ar 

.into the fU~ as possible.} A"~ $'BOat o-r .l.ee1ray 

wil.l 1;haa. be allowed ro:p·in the e~o-r a perIod ot', 

rap1dlT r1athgpriee18 and the gol.4reserve. 1I'1ll DOt be 

tbft.ateDed t:ep some' time at least. If' It, 80 ha~ 

tiIa't a· eoun.~. whlle Olt! .~ "COJ'Apensated dell.er"" f'1IldIJ 

1ta: goid rea~ inauf":t1dent tm ~ OIl w1th. it may 

~ 1;beplan fol" a lB~ pel"lod¥ then decrea$e the 

1JIfJlgh't of'. goi4 :In the y11-tua1 unlt. ot~ner. C­

devalnaite 'tbe~l and finally ~ the full. plan 

again- SUchl devaluat.!olq will o~ Yel7 ~1,.., and 

-7 De~'~ -to' 'oe.w.r11t but lr thq were neoeasB1'7' ... no 

I\IlOl'!'8 1ncon~1enee .0Il1<1 be ea1l88 a oonn~ tlmn a pPOC8SS 

ot devaluation und~ ~!lgold .a~. 

Al~t1ona. Jltf'e3!'ed I. liep!!!-

IJtdlacuJnl1!lg recent JBOJl8t.a'l?' :ref'orm'$-
. ,.. 

..J,', ... Jl .. DJil!tJ8 _lfeB 1lB a l~em t.D CODB1'4etrbriabUl.z1ng 
I . 
I 



altslm.at'J:"tt 'to the pl.an ,of' Pishe:t-'fa.. Be pl*68ents the 
. , ' ,I .' . ., " . 

qneat~OD tl:ata: *-18 it. .00e 1mpo:Ptant ~t theftl_ of 
. . , . , "'" 

a, national ~.~d be atabl.e 1D teJ.im.G ~ pu:POhasing 

})OIfer. or'stiable 1n tEmrBs of: the ~eneJ" of captain 

f"Ol1'eign couDt;ple.a?· .. leO,. It 1:8 subl11tTof ))l"1eea 

~aus sabfllty ot e~ge.. .... £eJ')leS expla.1ns 'that 

.. "''h7 .. at ,ehooae b&beea these two. 8tabl1:1t:tfita_ '!he 

rate ~f exchlange lIteWeelll cae .mm~, and another depends 

OIl ,the" x-elatlon bewe. the 1ateNlal and externa1 :r;n-1ee 

, ' 

,rice level.s remain 81;81018 ... " "~ 'th1;s", it fo1lo1ra that 

the lIIOl1'e dU'fleu11; COUJ.IIile ~op a _t1on ~ .follow weald be 

to attempt a~b111s1ng 1the ftte ot ~hange ainee 1t1fould 

haYe no control ~ t"m$prloe l.e~l In o'theP nat1ona. 

fh-ea't .Brl'iafn d18eo~i the same i'aet when aha attempted 

-to .taldl.l»e 'the exohaal~e_l.ue 'Or the })01:H!l4. be:l.levblg 

it. would _~ a.l"J;out ,~ degPee ,of" ata1fll.it.r in:tern.al1y 

bJ hal1lins the f'all fa l)P!.ees~ Ret- aethod failed -

pr.1.ces and wage's did DOlt ,atop the1p dc1rmrard t:Pen4. 

l'1na.117 1'5 had 1;0 be 81178 up and dt>ae r01'm o--r 1nt8Pl'1&1 

(lltl'-Pel1C7 iDanMement- ,~teG -to atop pr1.Ges t'Pom 

falling 1'llOrS, and to l!tal~ them on ades1re4 ~ vend. 

'~pr.opoaal. ~ lPvtngFisher a1s \0 atabUlae t:.b.e fDte:Jiiaal 

price level in pre:t~~ to 1?be ra'bt ofaxcb£mge "_een . . 

Qmmtrle... Of COUll'lfJe, the eho1ee or atabU1zatlOli depends 

a g1!'ea1; '48al'OD. -the OORmle:rcial. poaltlon of aaat1cn. 

~ a nattoa las peat f(J~1gn trade COilUEuttl.JI 'then it 

w:U1. be aQYaritageou8 1m; It to have a stable ezehange l'\ate. 

~A Tr~ct on Monetary Reform -- J.M. Keynes p.14~-2. 

, 
_ .,. ____ , ____________ • _______ • _____ • _. _ •• _. __ ~_. __ • __ ••• __ , __________ 4 •• _~._. __ ~_. ___ • ______ • __ ._~-.--. T • ___ -,L ___ • ____ •••••••• ~_. __ ._" __ ., .. , •• "_ •• ,_, ••• _. __ .-,--..-. __ -...",......_~ •• __ ,~,,,~w,~.~. __ ,_ ' 



S1M6 this t4 ao' ha1'd1;o a.n1itve$' and. dnee ev~ C$ll1!~ 

~ieeon • ~ demeidtte ~~ tt 1s perhaps W1_8~' 
. . . 

1m .suggest;, '&!8 l?o;t:easo)!t Mehe1- &les, that sitaDl1U:at!0ti 

ot the 1ntel:1'nalpw!"Cha~d.ng power o'E ...... !a. in. ~ 

long.:!?un. _eea..sier tclf adcp-t_ On. ~b1s cne point at 

l.ea8t. X~ aitdft:shel'" lagre&,* 

I 
) 



~e tren:dot woX"l.dl7 event,s in the la·st­

few year-a haa again bz-ought to the fore tbequeat.lon or 
stabilIzatIon of" eurl!'eDC~A~8. '!he pPedominantbel1.ef 

seems' to cOrls1der this as the fil.-st neeess&r7 step 

'toIr~ lift.i~0UP8E~l.ve8 ou.t of the econoll1e~._ •• 1B 

which we ha .. been t'lound,al'1ng. Since 1919 •• t.10Da:u.a. 

haa z-eaehedseem!ng17 Dew heights. and 1tOpld trade .and 

commerce has been l"'educeCl~to a comparative Btandst'l~l 

thPough high taP~ff8 &n!d enPPeDey regu1atlona.. In 1929 

came the stoCk mal"ket c:l!'aSh# which peverberated all 

around the world,. and s:mce then. Eapope and Uni'ted. Sta1;es 

have raced the WOl'"st, f'tiaanc1.al cr-1aea they have: ever seen. 

War debts and t-epal.'at:l01tlS have pPaOt1cal17 :f'a11ed...The ' 

gold atandaPii has been JI;Bandoned b7 most emmtPies .• 

Almost all cormt1'les ha'~e been 1n a state of aepe,sston 

over the last 1i~ or If':our :rears. S1nce the abandonment 

ofgo1d the i.u:tsm1ational exehanges have beea1.u hopel.ea-s 

contusion and haw, contJt-'lbuted to the declf.ae ot inteP­

natiOnal traCle.. !he 1n1bernal problemsot each nation 

haYe been c'ont:tnu'sl17 on the inez-eaae. One etms w1t:h 

llt,'t~e d1f'f'1~1't7. ~aC'4~ the trend of" the depression 

phase of 1;he btlaines8 8Jrele~ as Ipying FlaheP seea it 

in his book Booms and ~~pPesslons. Evel."'J" country has 

been Gr' 1s belngf'aeed lrlth a f"al11Dg pr!c,e level" which 

has lead to ~edueed ppot1tuct1o~ anempl,OJ'Dlent. and 'UIlJjJ 
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balanced bndge'taRoth . f.n. 1m'lu&t1'7 and in ~he gOvel'nment. 

In spite or· the appa!lelJrt m-ealt:d<nm of the eeonomlc 

.7·stem·In thev8ri.oU8 lllRtions, which the deprea:sion 

~eem.ed to J'.Il8n7 to 1ndl(!~a.te~ .sever.al baYe not; yet given . . 

up the hope of l-e'tUronblig to mor8 prosperous t1aea. 
, '. . 

Indeedaueh asltua't1.otll haa at1mula:ted certain e:ountri.es 

to expep1ment b7 artlt1.el.al means to raise the priee level" 
. .' . " . 

Ol!' at leaatto keep It stable" inatead of rema1n!ng 
_ •• i ' ,. . 

passive with s-1a18882 fa1IJeft attitude. !he two . . 

countries whlch ~VEJ recentl.~ a.ought to CUPB thelx-

111s by st.abilization o,r ~nc1ea, and the two in 

whiCh.a al"61Ba1nl7 lnteres'ted &lI'eSweden and United 

S1;ates. 0uP 1nte:rest in 'these two particular' countr1es 

lies in the:raet that thea plan of stald.llsing follows 

ve"J!7 01086117 'tJ:la'Gsuggeated in this thea1l8 -- the 
. .' '. . .~ 

2he SWed1.ah E!P!t-!meltt", 
" 

..a. a1badoned the gold standard .1th . . 

England 1n 1931. and at that t1me~~ted some 1'orm 

of managed c~nc7 to llteep the pPiee level stable. 

Owing toa laek of' 1n.f';o:tmlUon concerning It.sope1*atd.oD Jf 
. , ," \ ' " 

it 1.onl.7 possible 1;0 jp1Ck up meag:rte detalbb . - , 

• 
doubt about its success as· the t'ollaw1ng data 

. " . 

1nd1ca:tea. 

*' Jlontil 

193.1 
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au,mg1ih1s ;~erlocI():f tdnet.een months t116 :1ndex number 

aeYm' val:*ied, by mOl"'e tban ~e poin'ts :tram pat*'.. The' 

f"ollowfng *'c~pletu:Des the 8taDtl1ty ,~ pl'1ces 

~ ~eet!Jv.ly.and it also. Compares "the ·stability. 

()f' ~_a.fj$h and United Statea pP:1oe levels. 
~~ . , ' 

80~, ~~~----~~--~--~~~~~~~ lJ).31 .,.,. /r9-:s~ ~.93 3 • 

SWE,bISH alii/. UNITED ---- UNITED 6rIJT£S WllOkES/ll..E 

•• , ••••.•.•. UN I r~J) .s7IJiGS' 'Ke7RIL.. 
....... __ _ ._ 5W£D./SH R£r/lfl...· 

In :&wedel!'! the ·pz*t.ee :level baa '~eD. 

aWbt'l!.a: a; the e~s:e oir' the 'exehlmge rate which haa 

~een al10'lmd, to .f'luctutilt;e"t find1nglts own level 1nthe 

exehange markets. In Na111;y hap ~ney has been' 
. . , . . 

al.1~ .~ slnk 'to a:diJleount Of so;. orll!lOPe. • are on17 

-.--~.' "--~--~----------



1Dt:erested 111 the f'aet 'that. he~ priea. 1 eYe1 has been !BON 

."tab.!.e than that o~ an,r other>' eonniwT. ~t1s almost 

certain ~t the ID.deX ~8tePa the curraReT manaF.e-
. . 

ment.. 1n,1;hat eoun~. tihetJeJeoI-8 ~ tendenc,- ot' 'Ul8 

mae%. mutber to move ;h~ompa:!" '!miia'bea the"need rop aome 

801'!'~ ofoPentlon t~)· b~.mg It bask to par.; bu1i, j'a.t what 
. . " 

operaUoa baa been adOllt'tedI fiu Bet krlo'w. s.tSWEKiea haa 

a eeniaml b!m1t':J; .-0 that:· it would·D&t be t'Qll7 to &$SWl8 

. 'that th1s1ns1iJ.~ oontl'ola~. ~t: bTQeftval 
" . 

bank operaUona, suenu, ,- . th~ laBUtng ,blto Q'r' .wi'tb'!!'! 

Cbtawtug bQm .• ~atlOD a~antl~' of' -.n,,~,ed.'to 

read3WJt the· .1n:dex ,numblel" nearetl' .par; e· by malt!ag credIt 

~ ... eaaler· to Gbt;am by' ~:s ,ot'· th'8 ~.dl8:C..Oml't· 
-~ .... 

. . 
ra'te. s~ that the 'iDdel'·~ .:1gh~.be·,moved nearell' par. . . 

110 ma:tteP what .,thod i.& U8ed~ Swe4eo's expen1lleat 

reaeJJblea m JIl8DT 'phaaErB the· ·compensa'ted dollaPD: and It 

eonf"lPms the ~1'b1ut¥ of -1uaeeess' in Vrd. ted. Sta-tes"" 
i 

P:rtJaidai; Roasewli"s .lffmetm" .l\)11.!y"" 

With 'the~ advent of R(JeBevelt to the 

Pftl81deDey or Uni.ted. Bt:a:tes ... ~. Jlarch~ 1933$ the peatea:t 

8ingJ.eexp~1men:t in ecllODad.ea ta the wor1d began.1!ha't 

enunR7' was I In the '~lgh ef' ,a dilp~slon out. of whi.eh!:t 

seemed unable tec,l1l&b .. , Hew low. peaks 1md been reaChed 

1m prodae1doa $1d unemt1~lQP\8n't relief,,", ~_ .... g~t. 

111 BlSDJ'of the nat1.ont.~i. ~y.ate .. bankS. bad brought. the 

couatr7 b:rto a aerolous fimme1al. ~down;; and had' 

resal.ted m 'amae bank., ~tITe.1~ng. their doors. 

It w.as no wonder the nation f'G.PesaW -Rooaevelt or Nin ... " 
. . 

8s ~oadDg ··to '~f'ice lI~a~ the :tu,1Um f'PODI .~hy .. 

Right :tz.om ~be begi.mlilltg he :relIed. pr1ne::1pally for advice 



on a newly :formed 1IfbPafn twst~ wh1eh was e~ild Of' 
.. 

a muabe1" or' th4 moat pJl-om1neJl't mea in specialized 

.00000000lc :field.,., 

Let U8 e;lance at; the chain of eveni;s which 

haTe tl.'1mapf:red in tJn1t.ed SiSata s1nee J(ap:eh. 1953. 
, . 

aao_velt."s .first gr>eat; move was to ppoc.l.td.m.a natlo ...... 1de 

bank holldq. 8r'ls1Ilg· from the d18ec1r817 t.hat $e;veft1 

laPge elt7 banks were in a dangel1O'W!J poaltlO!l. All banks 
, . 

w:e1!'e to ~1D .losed top 8ll 1ndef'1Dlte interval. d.nPing . . 

.Men theSOlYene7 ,d!' ... n~bank& 'was to be elWmined,. ~7 

'those whlcheouli pPOve the,h- aolvene,' were a110wed to 

~. A :gpeat. many' 'tre;re not m a pOtd.'t1on to Nsume 
. . 

lm:s1ness lIIiooe 'they had loaaed IIOnSi' on land and lP6al 

estate. to su:ppcrt m8J.'l'ghlal 1m1tt8tp'1ea~ and to finanee 

wild ape61l1a:tlO11; theb loans could not he reall£ed. when 

the,. were moiS1lneedoo. Unit banldng 1n United States 

had not !1eBpGIlded to changes 1n business 11kebaDklng 

B7st'ems in "thaI'- emmt11~lea (1",e. lu!m1ch baDk1ng in 

Canada .. ) B11.11onsof d~t)1~8 "'81'-8 tied up 1n .sen 

asae'ta. and natuPal1y the pupcha8mg power of' mone,. 

would Be ~~ou817 .af:t&jll~ by 'the f'Peesing of so ma.eh 

e1rculat.1ng~.. mu'pl'Obl.em to be 80lTed in t-his 

·connectioD •• ato ~ha .. cmt the ~ a8"J't8~ ~.l;~:,::'~" 

... t;1tausome f'OlJl'lJD ·of' money for' ti:bsm_, untIl t,he)" eould 

be ~ed Otd'~. and as 1;111131 was done "the prlea level "'mld 

rise.. ~,..,.~l. at .hii~ . moat of the debts. had been 

contra:cted waa 'that lC>f' 1926. 80 ~t was "the ob,eetlve 

.~ ROQaevel.t;v. ~y po]Llc,. .• 

.. -.- ,.-" - _ ...... __ ._---_ ... _-----._------ _._,. --.----



Prleas haill 1;0 be an:1fiekl1y' rai.sed 

bys:ome means'to tb:ie li~'level to enable persona. 

to pay ort' 'the :loans they reeeived ·1ntezoms ot the 

same purchasing power.. A large block of' the people 

cried fop hflation but~ the p~sldent opposed 1.t. 

Bef'oPe an,- experimellt1!ltg :coull} be undertaken,. United 

sta'tes had to abandon!~ld. not because of ralllng gold 

x-eseZ"Ves as is U81:1a117 theease~ but to prevent. the 

oa:tUow of' gold which lIraa ce1'lta1n to ocm:uzi when the 

moneta17 system was meilldled wi tn... With the abandon­

mentof' gold, United Stiates WP8sted b-om Gpeat Britain 

her great advantage 1n international tzeade, due to' the 

dep:ressed value of' her cupPency. DoubtlessII' (b.eat 

Bri.ta1n~ bY' means o:tthe' ·s.terltng ~quallsat1on fUnd#, 

had attempted to keep o,thsp :foreIgn countries at a 

premium to the pound in ,order" to maintain her advantage. 

BoW$' the Jbnea-ican dollarwwaa allowed to seeklts own 

level. in th~ :rmoelgn ellchanges* 

l would ,divide Roosevelt f s PecoveP7 

p:t'"Ogram into .two part,s. !be fir'st I:eals with 1wndust1"7-

'the actual mnmfae~ land distribut10n of"d~.ei.;' aDd 

it comes under' the j'm:-~sdi.ct1on or the: H.R.A.- Rational 

it aims ,to shorten i;he lleI.lrs~ and in'CPea8e 

the wages of labou~" so that liIlany unempl07ed might f"tnd 

their' waT tnto 1ndustnagain... or com-se each tJPS ot 

industry had to draw .plts om code, wh1chhad to meet 

'the approv •. ]. of Oon~e;Sl!. '!he actual ef'f'ect 'Of' the 

JI.R.A.wa.a to reduce un1.plO7lBen~,,1nelma8e the cost or 
production of" good8~ anci there·fOX-8 increase prices", It 

started pr'leesupward. llOt onl.,. 1D lB8I.lufaet.ured pPOduets 



but alao or agrleul tun~l produc'ts. fhe seeond part 

eons1.sts of a monetal'T ref'orm meant . to 8l1pplement the 

industrial. plan. ~ t.1fO most famolls men of theBbftin 

Vu.st*"ho were . pespons;lble for' the' president'. money' 

1'01107 wei. bof'ess0?8 Wam-enand?earson of' Cornell. 

file a1m of' the .mon-oypl,an was alao to raise pJ-lees.· 

So. the n~reeoveX7 pt"ogNm" 01- the vnew de8J.ir H'it 

18 . somet1m~s Callfm11 ' 8t~ the bQll at" profees rollbtg 

warren and' Pearson fa 'jfheorz. 

BothWaPren and Pearson have for :rears 

:tavOl:t'red a ll8D&ged C'I17l"ency 41 IIany students have been 

indoeblDated w11m theip 't'heot-les.. Beans,.l,. enoagh 

their 1iCOllJllOditJ' dollar'· baa become quite ·det1n1te17 

rel~ted . to lPv1ng F1she;p'jI ·comp&nsateddollAP. it Ifhe 

two plana are ahtost~ Identleal. and f'op this reason .e 

are 1nte~ested in the Amex-ican expe1'"iment. whieh is 

b81ng d1:Pected by' them. f!he baslcC assumpt.lon1B . the 

W8l*J!IIen and Pearson theo:P1ea . is that a def1n1te re.l.stionahlp 

ensts of gold to prices. *t$~e price of a e":'mmodl't7 

18 a ratl·on !ot two va1b:l:es -- the suppl.:ref 8nd demand f'op 

gold to t.he- supply or Rind demand tor the commodity .. It .1. 

law ot relationship of' gold to prricea mtQ'. be S'mImla'l"lsed :bl 

the f"ollowiDgequa1;l.on:·--
~~. . 

World's go:1d stooa '.' =who1e8&1e prIces of' all 
Produetlon of all basie GOllDRlOdl'tlea eoJlIBlOdl'tles .• 

?/If Journal. of' AmeJ"lean .Stlat..1stlea1 Asm);oiatioD (Jim.'. 1933)-­
Reiati0D.8Mp -of 9014 to P.t-leea p.. 119" by Warren I: Pearsoa .. 

**;r0U'J.'lSla! of AlaeP1ean S~!ltfst:1c;al A8soe1.:t~on (liar. 1933) p ... 119 

! 
'I 
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statistically' this l"eiLls:tlonshlp ~ made e~e2rer as · .. ~he . 
~1.1~1ng char;t indica'tea:. 

.QPIC} .one'taPy %ndex o.f. Index or .World 
Pbya1eal V~1.1.IID8 

Ratio of lTlees 
Gold •• ml.liona Gold. Stoek~1 Gold Stocks In 

of ounces .laao-;1914 1880-19.14~OO .to P'Poductlon :England 
=1.00 l.S80-1.914:od.CO 1880-1914 

-100 

54 23 22 105 " 105 
lSI 5V 42 1H 131 
169 '3 '14 99 98 
MO 14'1 140 108" 106 
388 168 146 US ll.V 

III the same a:ptlcle.·R~~lat:1oruih1p of', Gold . to Pncesft these 

menstatB that no .evld~mee 'haB been found that credIt 

management· could have ppevented a deel.1ne 1D ce1IImcd1t;y 

price,s and stl11 ma1nt21d.n the exist1ng priee of gold. filey 

poIn.t out that any' att.lRBpt 'to ~D.d ~d'it enoagh'tto 

)!la-store the .. prlee level means ma1dng gold cheap , and the 

on1y way a nation. can cheapen gold 1.s 'to t-:edu.ce the W'O:Pld 

demand for it. ~ey a).BO' affirm that to reaiiOPe prlces~ 

the .. gold standard mu.at be suspended~ One can aee tpaees 

Qr these Inf'llle,nc~a 1n, the Amer-ican expe:r1ment .• 

Since the United S·tates went of'f $old the 

. extel"nal value ·of thed~.ollaP has f'all.encons.1€ie%"ably below 

par. due largely to thel undef1ned and1Dde:f'1n1te mane)" 

po11cy- .It 'Waa a f'al:rl¥ general be11e1' that RooseYelt 

1tttended ~. p~. devalll8.te. thedol.lm-. but just 

how much DO one knew.r.ne detaUs of hi8 plan at f'frs'1; 

were V87!7 meagre; t.he only retter:ences to It wepa made m 

8~ve:ral .lmd10 speeches to. the ns:t1.on. m -the f'il-st on 

Kay '*1 ~ 1933 2aald.< ·'!he adm1nlstrB.tl<m: nas the de:f"1n'1 te 

object of l*tds1ng cOJllt01d:ity Fiees to su~h an extent that 

Xb1d 
Cu.rreDt SIst-ory U1em.-uaPy' 1934) p ... 524 

, ' 



"those who lla.eb~ aoneywlll •. onthe avett"age_.be able 

to· "Mp&y thai; ·mone,. in 1~he .same kind of' dollar which they 

'borrowed.!ehat,la wby l!K>wera 8'J"e be1ag given to the 

adm1n1s:tra't1on to poncie"r if neeeasarJ'., f'OP 'aD enl&l"gement 

of Cl-sdl'tblol"del" to e1wNC"t tche ex1a:tng wrong... '!hese 

powers will be used" whim", as,. and. U it Bl8.7 be neeeasapy' 

to 'aecompl1Bh the pt;lr'po~m,"I.,1t Dce.' t; that aounfl something 

aldnto 'the. ~a:tlml of a plan like the -eallpenaated 

dol.lar, .. ? Some sf tbe PC)VlePS gpanted,. Wb1eh the pPeS:tdent 

II1gbt eboose to 118e 'WeP.~: 

11O!t _ 'was anthm"lzed to arrange 'for the purehaa8 in 

the open market ojr aome 15.000,,000.000 wOPth of 

gaMl1IlmEmt: ob11ga1~10ll8 tl:a'ougb the Fede~al ReseF9"e 

S7Btem. 

2. If" the f"h-s't :ta11.~~ OJII could not be unt'ieptaken then:!" 

he was g1Y-en the ~lho1ce of ~e things (a) direct 

inf'latloa ·of 8OveJ:'mDent aotes to the ext.ent .of 

$3~.OOO.~,,;€:b) Devaluatl.Dn of' the dollar bY' as 
,"-','c" , 

_has 50% e:t i~r former cOntent in gold~ or (e) 

ttrillmli;ed free eo1lDage ,of' silveroat a fiz:e4 path)c~~ 

wt'th pld. What. liaS Rnoaeyelt ~ dot Ie had his 

In anothin" of h:1s wol'!'ld famous z-ad1o speeches 

oaJu17 3~ 1933 the pre~:ddetitsta'ted_ 1n cl.s.l-lt71ng lds money 

pidm.-'Dle Un1ted Statel! flr Amerieanseeks t.he kind of 

dol~ which a, geaeztat!<:m bencenl.l haft 'the same 

~as1ng powep andd-el,.t pa71ng. power. as the dollar we 

hope to attain !n th~ mNlr fUture ... • Again I do not 

beHave' ~ng P1.sher e-cmd have explained the aim of' 
, 

Atmala of Am~J.ean AmlGemJ' (RefiaU,en: and Skbll.ba:td.en.-' 
. .', ~. Plsbel!') P.l2V 



Mil "compensated fIollapu in any -at.tpePier t&l'mII. 

'. . '!he :next atep.in the 1I101'1e'tary' ref~ 

1fftS announced J.n.anothe:r~adl1o. speech on Octobep 22" 
'.. .' . . ~., ... ' . 
1953 which w~a as fol101"Sjf ,the (1ef'1D.1te pal1cyofthe 

go~ ~8 to restiOJ! eomElOd:1ty F~ levela.~-­

When we have Palitored 1.;lfle, pr>i.ce level we .bal.1 seek .:to 

.'tB.bJ.lsh and maln;.aln ll; dol.1aza "hleh· will not. change . 

its .;'PI'J.rChaslng'$nQ . debt paying. po'lhlr' dul"ing the snCeeec1ing . 

~at1on •. Jt '!he theol"les.of' Warren end Pea1"sonwe:roe 

put into pttaCtlee. In "be same address It was at!lIlO1mCed 

tba~ theitaconstructlO11 'lnance eo~atlon 1f&8 authorised' 
~ 

to bu7 gold -at pnoea' to be d~~. hom 'filme to time 

.d'&eJP eon'SU1:ta1;:len. with· the 8eepe'tarJ" of the 'bea~ ~ 

and the PPe$'~nt. Whel~ever' neces.saPJ' to the eni! 1n 

~ we ahal:l also..l.m7 ~tlr sell gold 1n the 1fQ1"ld ma.pkei4 

--------4e are tlm.s D!Cwing tf>waM.s DUmagcadmu-~e7.Jt 

soon af'teP this the BectmstrueUon F1nane:eG~tiCll 

began fix:f.ng the ppiee ~)f' gol.d h1g'her< than ~ ..• "O'~ld: 
l' . 

maz"ket p.P'ice; a'& 1ndef"'1111 te intepya.l.s the pnee was,;' 

adVanced,.. On oCtobe:v ~ii;h the' ~1Pst p:.1ee o:f:te?ed fop 

:nelfl,. mined g-014 ~13~l.~r ~. fl!ICfmt.a alJove 
. . ... .: . .(~.~ .. 

the ,London ppice.Lat.e :tn DeeembeP the pa!"iee reaehed 

104.06 per 00n0.e:." mekin~~ ~ ac~l .goid eontent or the 

dol.laP 001.764 t:enta. J!ls the pri;ee¢' gold advanced" 

})pi-eelS :toi1owed with a. '=J~:1ngdelF6e of stml.arlty~. 

~ 'the gol.l.01dng graph jmai.cates.· .It ~e-es ~ 
, , 

vendS ofp.1!'1-eea and gold over the f'l:pptJ:u-ae months· .. 
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In the Jleanti.me the p1a;n took: o-!t still m-oJ!'e 

a;spEH~ ts of the neompens:a. ted dollar:.. fi '!he tJ:noteaten.1!Jg 

ba:tikjng 's1 t'witi:ion had. stiIrtttlateit the h'Oardlngof gold to 

a dange.rous extent. ~o .g,et the upper J:ta:td. on the situB;tiO~ 

the hoarding of gold was deel.ared illegal and :pQUishabl.e 

b,.- a hea?y fine.. lll. gold had to be n~d to the banks; 

go1d coins ili:sappeared bomclreulation. as the baJ!1ks 

eol.l"~d them into their Taul ts. Wi til lJn.i ted sta.:t:es ·off 

gGl.d .. no metal wa~ availa'b.le f.ol." export t,(l meet mat"tlr1.ng 

ob11ga tions or that e'oont:rl7 in :t'nreign eountr1es. lfhe 

#goJ.d !e,la~1'I:both1n !'o:rei.gn ·and.dome~stie .t'o.tu:re eon:traets 

had -to be: remo1te4 "0 enSttl"e that no gel-d wo11l4 aga.1l1 get 

into eireuJ.ation. etc least whiiethey Weft expe~'tlng.. 

-* From He," York Times, January 21, 1933. 



!hed1sa.p~~e of gel..d eo~ and the re!B3val..O-r 

the • gOLd ·el.au:se1t gi Vl6 'themoneta17 ;r-et'orm .bl trni'ted 

States grea:tel." simila:r'i ty t.o Fisnerlls d&vle$~. and l.eai. 

us to believe ·that thi6 new system will. be fashioned aft,er 

it .. 

l)u:ring the week lan"UfU7 14-21,., the new 

monetar:.y p~og.r.am was ~1rawn up b7 the atlrtsors .~ signed. 

1>7 the, p'l"$si,de:llt.* 0Ul!:'" spe{d.aJ. mteres!J in 1"t l.ies in 

the faet: that it eon'tls.ins m~ $'tirkingsimll.art ties 

to the 1!feompens:a ted djD-llar.* # ,One would sJ.mos't tlhillk it 

were the same: plan 111 dU:feret:tt te~ lnlt '£or So few 

tiu,tall.s.. llr. eha'r~ ~ has well S'tlJmIS.rizedthtt 

l.mp,ortan't points of'tl:le program in a reeentiasue of "tbe 

Hew YOlr"k fime.a as f'ollows! 

I . 

would be :se1> ~at :from 50 to 60 oe·nts in iierDlSo;f 

its :p~esent g<)l.d va~ue .. 

2' .. ~ presiden:; w{Ytllld be authorized 'to' manage the· 

dollar within these: ~1m1 ts by maJdng ellange-s 

neeessary' to l~tain domestl.e pr:J..ee $i;ab11iV&lf 

1;;0 pro,teet: th'~il!'t',o:reign. trade", 

Z. De .gold DCW lleld in Federal. Resane :Banks wcttltt 

be· ~ ~ln the trea.S1l1"7 and 'IiJll:J.y plt"Ot"i t 

resu.l.ting i"rOrJil an il;i.0rease in. the dol1.ar value ~ .. 

the g,ol.d woulill aeeJme to the gGv.e~t. 

4.. ·ae ap~xima1~' pr1of"it in itollan wo~d amouni; ~o 

abuut $2:,.600* (~O,. 00,. out of which $2.,000:".000",0'0 

would. go iro cl:'"ea'te' a s'ta'bi~iEa·tlon :t"1md whleb. 

eoul.d .• used by t-_!r~. ror the pUl.."chas:e 

. , ... ".:. ,.~ . 



of gol11,. reilr.ig.n. enrX'l~neies and g~ernmen' seeur1.tles .. 

5. It 1'loUl.d· pro.balbJ.y provide f·or the ul t,ima:te 

return of 1l'n1t.~States to· a. new and moo.1f'ie4 gol.d 

sta.nd.a.rd. 

!fhe a.ei!;;ual.d.eva.~ua.ti on red1.l.eed the gG~a. 

eontent of the dollar to. 59",2 pereent of its .f'orme:r 

weight... It did not il1ter~e1:'e wl:th the e:xist1ng rel.a"tion ... 

Ships between the va.:rjlous circulat,ing coins and bUla .. 

on~ doll.a~ s'ti.ll equaJL 1.00 e~n;ts" lOti_Sf! or 20 ;rd;uels. 

It 1s 1n.terestillg 'to tlo1;'e t.hat. in Nality~ the ilollar 

was not deval.ued a.t ·aJlL 'the dol.ls.r in the foreign 

excb.an.ge markets had :l~all.en almos-t S"tead1:l7,. beeause as 

I have pomwd ou:t. th.e ~J1e7 poliey of Ull.1'te.d States 

had not been elcear~y :liitated(fhe value of the dollar in 

the exeha.i:tges a.tthe 1~ime1GfdevaJ. .. ti,onwa.s eTen i,ower 

than that assigned 'to it ,* and because the dollar had 

b~n driven down 1;,0 tl:lis low :LeTel b7 the opeJrationsof' 

the Ree:onstraet1on Fi!:I.!Ulee Corporatio.n which bpt offering 

more .Amerle,andolla:rs to'r alaounceeo:f gold until the t'inaJ. 

limit of' $35.00 per Gtm~e 11'1aS set. ~h~ deval.uatlng 

pr(H~eSS was ba.aed on 1~l1e tlt1eor'J' of Warren and pearson" 

who bellev:e that b,yl!"ii:~doo:1ngt.he I€Hlntent o~ the theo~:tiea1 

gelO. dollar. the ;p:rieE~s of goods the dolla.r· ~. will 

increase sinee more oj~ the eheaper dol1ars will. be re­

quired to ~ the $amE~ g;uantitJ' of' goode.. Tbe prevlaa:e 

eha:fl't suggest tha t thE~ the~:>l'7 eontained mu.eh tru:th .~ i;be 

index o~ prlees of :f:1j~eien stapl.e eommodl ties (cotton. 

wheat. co.r.m... wool.. hOi~~, htde-s",suga!\\f coffee. eoco~ 

silk;. rubber. eopper" sil v:~~r. s.t;e'el. S6ra.,P and l..$ad 1 
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t'ollOli'Swl;~;i"oon~iaer~!.~le regalant". 'the ~, ~~,_ 

the pr'ie-$ 0'£' gol4 tin te~· of pa.p.er dollaR)'.. It 1l&S. 

hoped these pi-tees wotlld !fQlltinue to rlse: and. wO"tWlt ~~ 

'to the pri=s .of othel:" Gommodi 'ties~ beoause. priees naa. _ 
rige in orier to :inerE~ae~ i"arm purahas:1ng p~* ~ ~ 

tha,t goods be :s014 at grea:ter profi't$. and."tc allowps,,..,. 

o;f debts at a pl"'iee le"ve-lmore like that a:t which ~ we:r.e 

inc~L 

~he· ne\'!f :pro~....m p,armi ts th-e dolar to 'be 

fixed. in ge14 content som~heJ:e: b~1;wetln 50 ·and 60 pel.'" oent 

of its :tormer w:.eigh:t.. fMJ:"e are at leas"two .reasons :tor 

aJ.lowi l\g sueh a wide !"~ -- :first". since it is onl7 an 

experimetlt and beea:n.se! of many worl.d 'll.llC'eria.ini'tift:l' if; 

would not b~ in the pJ,hlie in;ter.st; 'that an eX!1.d value be 

permanentl.,. :fixed.. -!fbase two extra-m,ea give some margin 

wi thin whieh to mov.... S!6:GQ:na. si.n.ce the moneta:!.";, p~ 

in the ru~seek$ to utald.i.-thf)':tina of' dol.lar wMeh 
'_""'.:'·-:;i,·" 'W'" 

a gemJ:ra'tiJmali~e will najra the same purehasing pow"'~ it; , 

requires that a stabl._'p:ri(~ 1&":"91. be mainta.ined. and that 

some room 'be allowed ::e'~r mwcessfUl et'll'rene,- ma.~t. 

Fower was given th-e pl"'esident to a1.ter the g,01d content 

of' the ;dollar from ti!l'Jte to ti~ ....... ~e and as the 

exppsSed object (to stabiUze domestic pr'i.ees) ,gf' iihi.$' 
.~. 

section in his .i~ent ma.y reqaiZ""elJ• Thus if priees 

begin to :tall,. the presidelrt maE attempt 'to cheek -them b7 

red ueing t.he weight cd: goldl in the "theoretic-al. .go14 aol..la.r;. 

thereby making it 1$$s 4l!tsirab~. in t:9rms of commodities. 

On the 'Other hand tt p.riee~~ begin to rise. t.b.e p:rQcass 

w·o:uld be reversed. ~b.:e d:i:r:rerenee between a 50 een't and. 
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a. 60 e-ent401.1ar 1s 2() pee:!' cent. S'O tha~. given this 

margin within which t,(lJ worJ~ variations in the prtee. 

l:.eTe1. by as nm.eh as 20 pel! cent may be eorre·cted.. l?X"eclse1.7 

another st~ptowards l·1shflr"s-eompensated ddll.ar. # 

In Roo~tevel. j'ui1gment the gGvernmen"'t­

must be the 601e guaza.ian ():tthe _tall:ie basis in ord.er 

tbat the pzoper relat:ton.shipsbe maintallled between goJA 

and prices.. -!!here:to2"t13t the whole o~ 'the na-tion"s go1d 

O1.I'.ne-rsh1p was transfe:rrsd 1~o the gOTe~lli;. ~ total. 

gold 8~k amounts to $4,525.00Q'J!'OOO and is dIvided as 

fo11.cws: 

III tre·5.sm'7 446.000" 000 
bom Federal' Reserve Banlt:s3.I' 566" 000.000 
lne1reulat1o-n(~ost~destro7ed,l' hoarded.) :3ll. 000. 000 

Gold een1f.:tea. tea isS'tled 1bythe treasur;r repl.a.ced the 

gold bullion. in the FederaJL Reserll1e Ba.:nks,. which masi> 

11:0W maintain resel.""Ve against their notes in the :form· 'Of 

gol.d. eertif'iea.tes... Si.nee 'Ute number Qf doll.s:rs 1#. the 

gal-d l."'ese1!'Te wou1d a1ttaotj~eal.17 ~ase with deva1.ua.i;iG~ 

a eerta1namotm1; olf pro.!! t wou.ld aeerne to the haUer'S 

(tlni ted states government} .. , The pro:f'l t a.mountedto 

something l.ue $2.000 .. 000.000 .. 

• ow that dO:lll$stle priees had reaehedtb.-e 

desired 1ftel. attention 'Was tur:ned to the exchange val.ue 

of the dollar.. It was n~~t desired tba.t any of' the profit 

should find its WB.'3 into elrc'll2ation sine,e it would. entaU 

a :further rise- of ;prie$s,~ Of the prof! t$Z{je ·000. 000._ 000 

went to create a ·'Stabiliz:s~tiol'l ftmd· "to be used 801; the 

d1.seretion of the- iSeCl."1etar.yot::· the Treasury :for the :purchase I 

. . . --------,-- -.--. -~---------- -------- -- ---



or saJ.eat ·home or abroa.d o:f' ·pld 'and t'orelp eurrene,j,es. 

and. such other instraments of' credit orseeuri-tyas 

he l!la;riteem necessary-,--",·-:f'or 'the plU'PQS$; (1'£ stabUi~ 

the excbange t'al.ue of the dollar ... lt1'be fmld waser.ea ted 

ror the same purpose as the English ltSte:rl1ng 8'qtt.alizatlon 

tlmd" o1:$l.,'50 .. 0~OOO wh.leb. is be~Gperated to keep 

the po'tll'Jd. Wi thill a eertain r<Mige, well beiow Pal!". for 

advantage in :!ol"eign tra.de~_ It .is 6-iJ'timated that· bi1110ns 

0'£ dollars will bave 'to bet 'borrowed 1n the n&alI" fn.ture 

'to .cover new expendi t111r'esll'consequentl.y there is lle.b~e 

to be a. tend,en_l7 to a~epr&SrS 'the '1f'&lne or government bo~ 

~ .si;abillzati'OU :tu:l~ 1ft ;bo1!rever would ha~ :powG'r -to 

suppQrt the market 'f'Oj!l"' these boms. !fheer1g1nal. pl.an of 

the .:rand ea11st'or an ammal. audi 1; of' it and 8.l'J. 'ammal. 

report to be submitteii to the presmdent. 

~se :latestdevelopments seem 11,0 point 

1iG the ai.optiionof a JtleW and mad.i:fied gol.dsta.nd.ard in 

11n1 ted Sta~Sll in 'whi~m ~~d would still serre 8.$ the 

basis of the monetary syst~ but it 'iIroul.d aoteireu,late 

as mone;y. All at'the g()l.d l!'e.~ "to go:y.ernment "f'8iQ.l.ts 

will ·eventuaJ 17 be :f'iIOOrmed into bars of- itef'ini te; weigh.~ 

a.nd :fineness; :SUe.l1 ba'Jt'S m&1f be usd ~ by ~he :red~ 

Reserve :Banks far 'the purpose of settJ,1llg 1Uteraa.t1onaJ. 

ba~e'S. One of the $ub-eommi:ssiGllS -0-£ the Worl:1l 

lfeOO'lOmie eo-nt'erenee 'WrJa.nimo~ adop.ted a reeol.n:t1~ 

~aToUJ!"i.ng ;$llc,h 8. proe~Cldure as that in 11ni ted. sta.'tes -

if:'lI11nder modeJ!'1l GOnU t.:Lonsmonetary gol.d is required not 

for 1nternaleirculat:lol'l.". 'but as a reserve against' 
, 

central. ba.l'Jk ~&biJ.it;Le8 and primarUy to meetextemal. 

~lfew Y(n~]t !!1.ntes January -~_ 1934 .. 
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demanas :tor 'paymentaea:used by some·diseqnillbrium 1n 

:foreign. aeeolInt.I't .1,g eonsequentl¥ lllldesirab1e .'t;,o 

put. gold 60inS or gol.d,c:erti:f'1eaf;es into .ill~ 

ei~ tlo:a..Il'¥.h.1s nSf'll gold standar4 (if' 1 t -7 "' 

ea.l.ledso) i differs 111 ma.:o;y res~ts :erGUl -the oid OllS. 

W1th the E:-Da:pt1on o£ the -e.mbiliza:tiol1 ftmd·" the 

new mone-taltYS7stem ill l11ni"ted States is onlY" a sligh.t· 
I 

modi:f1eat:iqn o.f the oJ:''1ginal 1!Ileompens-ated dollar-. II 
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