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G a r l o e k  

i s  a s e n i o r  ~ r i e u l t u r a l  ~ o o n o m i s t  i n  t h e  B u ~ u  o f  A g r i c u l t u r a l  

Eeon n the Department of Agriculture. He was professor of 

economies in Iowa State College for six years and is a graduate of 

the University of Iowa and Columbia University. 

I am very much impressed with one thing about~r. ~lock, 

as  I was a b o u t  t h e  s p e a k e r  we had  l a s t  b u t  a b o u t  l h i c h  I n e g ~ J e t e d  t o  

remark. He also was an officer in the World War. Professor Garlock 

was an  e n s i g n  i n  t h e  Navy i n  t h e  V~orld War and when I l o o k e d  a t  h im 

t h i s  m o r ~ n ~  I was c o n v i n c e d  t h a t  he  mus t  have  made a s t a t e m e h t  t 6  ~he 

recruiting officer Just advancing his age a little bit. Otherwises I 

do n o t  s ee  how he  e v e r  g o t  i n t o  t h e  s e r v i c e .  
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~ON~Y~ CREDIT AND PRICES 

P~o~essor Frank Garloek 
~ r i o ~ l t u r a l  Eoonmaist 

September 7~ 19~4 

G e n t l ~ l  I am v e r y  happy to  be h e r e w i ~  you todaye 

Color~l  Jordan  has r e f e r r e d  o ~ war e x p e r i e n c e ,  bu t  l i k e  a good 

: a n y  o ~ e r e ,  I am i n s l i n e d  t~  e ~ e r a t e  t h a t .  I t h i n k  perhaps ! 

had b e t t e r  make t h e  record  c l e a r .  In the  8 u ~ r  of  1918 ! e n l i s t e d  

the  Naval Air  Serv ioe  and ~ot  my c a l l  about  t he  f i r s t  o f  J u l y ,  and 

by the  time I finished my ~round school  the Ar~stiee was slgj~d, 

I con t inued  and got  n~ win~8 and eemmission i n  Ma~oh 1919, ~us t  in  

time to peek them up and ~ak~ them home. I - a l w a y s  state that I was 

an ensign in the Navy and a pilot, ~ ioh Y did teehnleally besoms 

although. I d id  no t  have the  s a t i f a e t i o n  o f  ho ld in~  $~e ranM fo r  any 

extended p e r i o d  in  the  s e r v t o e .  One reason  I ~ $ n k  fo r  my e x a g g e r a t i o n  

i s  t h a t  I ~ e  look  bask to  t h a t  pe r iod  as one o f  p l e a s a n t  oon tae t s  and 

Vo17 e x c e l l e n t  e x p ~ r i e n e e .  Many t imes I have wished I had s t ayed  in  

t h a t  or t ,~mizat ton i n s t e a d  of  goin~ eve r  to  the s ide  o f  money and banking .  

In  one t h i n g ,  hewever 0 money and banking and the  Navy a re  s i m i l a r  - a 

good p a r t  o~  t h e  t ime you a r e  ap t  t o  be up in the  a i r ,  and never  moee go 

than at the present time. 

I have had eonsi~erable ~bt in mW mind as to the best way 

to  t ake  up t h i s  sub J e s t  wi~h you and s i n e s  I was ab l e  %o reaoh  no ~ery  

def~o,:l.~te oone luo ion  I thought  i t  n~tght be bee t  t o  make a g~ae ra l  s t a t e -  

ment and then  ~ v o w  the m e e t l ~  open f o r  d l e e u s s i e n .  " 

I ~hink perhaps  the best appro~h tO an u~derstandin~ of 
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money-end ban~,ng and the  ~ay t h e y  a ~ f e e t  us i s  t o  go through t h e  

~ e o h n i o s l t t i e s  ~ d t h e  sub j e e r  and t h ! ~  o f  them as eons~t~ut tn~  a 

aeehantm (money,, cred i t  ~ t r ~ e n t s  and ~ i ~ t ~ a ~ o )  for 

~ t e g r a t t n g  the  o t h e r  pRrts  o f  the e o o n e ~  ~ r u e t u r e .  As you know, 

o~r  modem s o e i e ~  i s  built upon a d l v i e i o n  o f  l a b o r  and h i g h l y  spea 

ol~llsed pr~duetlon ~ith the resultant exehen~e of preduets of one 

~udust r~  o r  f i r m  w i t h  those  o f  another. 

In the  ~ervioe we have t he  Army, ~avy and ~rlea Corps.  

Eaeh of.  t hese  ~ o e s  i s  d i v i d e d  i n t o  s u b d i v i s i o n s ,  and f i n a l l y  you 

~ t  down t e  e l e r k s  and s t enographe r s  o f  va r i ous  k inds  i n  a d d i t i o n  ~ :. 

the  v a r i o u s  branehes such am In~antry, Artillery, Air Serv ioe ,  e r e .  

I f  you were t o  c o n s i d e r  what p o s i t i o n  you would be in  i f  you had to  t r ade  

a = o n t h ' e  s e r v i o e s  #or t h e  many t h i n g s  you nee4 i~ the  source  of  a month - 

r e n t ,  food,  e lo th fn~  and ~ e r t a i z ~ e n t ,  and you t r i e d  to  make a d i r e s t  

t r a d e  o f  s e r v i e e s  f o r  t he  t h i n g s  you needods you ~ u l d  see w ~ t  t h e  money, 

er~dlt and bank ing  structure has done to  ease  our way o f  living, That i S  

no e x ~ g g e r a t i o n .  ~e oould no t  l i v e  as  ~e do wi thou t  t h e  w~ney, o r e d t t  

and ~ s t r u c t u r e .  H t s t o r i o a l l y ~  our  money seems ~o have been s 

commodity t h a t  was in  use~ Man~. th~S have served a~ money - sny~htn~ 

• oould - but it has got  t o  be s~thln~ ~a~eople are ~lllng to resolve. 

So, a ~ ' ~  r e s o l v i n g  your  monthly pay cheek you should f ind  t h a t  your  

d t £ ~ l o u l t i e s  ewe l a r g e l y  ended~ beeause everybody ~S w i l l i n g  ~ r e e e i v e  

yore" ~ n e y .  That i s  the w..y your  ~oney pays fo r  exehm~e Of so l - - loss  - 

f o r  t h e  t]~,~Lz~;s you need. 

~ As ~ g e t  i n t o  advanoed forms of' eeono~d.e devolopment,  o r e d i t  
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monoy sltua~on of the ooun~r~j' you s e e  tb~i, there is.: p r ~ t l e a l l y  n~thln~ 

t h a t  i8  n o t - o ~ l t ~ .  T ~ e  your pe~ ies ,  nteke l s~  dimes and q u a r t e r s .  

which  are  about  the on ly  ooin8 w~ use now ~ ,these are a l l  valm~l at a 

greater'~valne than ~e mo.tal in th~ is ~x~h .  Take bills - paper money - 

....... :--~t £..oeedlt "pu~e and s£m~le.  ~ake the  o h e ~  aooounts v~ have a t  the  

b ~  - tho~ are o ~ I t ~  pure and s i d l e ,  and by ~h~ I do not mean tho~e 

Is n o t h ~  behind them, I simply me~ they exe oredlt Immtrum~nts - the 

. thin~s we use a~ mommy ~ I  think o~ as mone~, 

So ~e h~ve i n  Ameriea and in  praotioaL1y a l l  of t h e  a d ~  

oom~nio~oe ~e have substibu~ed the use of bank oheokS 'for the majority o f  

n a t i o n s ,  e /most  e n t ~ e l y  s u b s t i t u t e d  c r e d i t  .inst~_~wn_ t s  for  money in  our. 

d a i l y  t r a n e a e t l o n s .  The t h l n ~ , ~ t  t8 ~ as our b a s i s  money Is' used 

• l ~nly to baok up and $i~pport the  Instrumsnt8 that w u t u a l l y  use .  For 

Instemoe, in this country we have been on the gold ste~d~vd, ~old beln~ 

the  bas i s  monoy. In 1929 we had a few hm~1~d m i l l i o n  d o l l a r s  in, 

oo~a~S tn'~oireulatton# ~ust  emou~h to _m~_~ ~ho oban~e we needed to b~e,  

Y~S ~ o  ~ used to use s i lver  dol lars,  or onrtubeels ~ they were ~ I l e d .  

but  we ~ v e  "them up beoau8o they  were so inoonven~en~ to  oarr~ and Sub- 

stltute~ paper bi l l s ;  ~e bUy a ~ e a t  many th~n~s f o r  whloh we e e ~ d  not  

~ s s t b l y  O~vZ~ around _m~_u~h oo in  ~ ~ v  ~ :  w~: ~ use  bank oheok8~ 

~u~ i wS ~ t i ~ e t S s  lu~oheSe  ~ ; r a n s p o r ~ o n  (and the %~nspo1"~tion 

£aoil i t les wi l l  not  tak~ oheok~)  - so  our own ohoiee ~".t~e-mat~erlbas d e t e r -  

mlne~ the typo oe oredit  - that is,  !i~per mm~s~. ~:,~_n~ ~ their gre&t 

OUr o l ~ d t t  ~ n a o 4 ~ o n S .  ~raot ioal ly  a t t  big t r ~ a o t t o n s  ~ e  settled 



ehook~ ~ ,  beoamm Of ~ oonve~onoe, th is  is  the ~ e m  we have 

b u i l t  up 'I;0 he,rye as  our  n~ney  W.~ot~ .  1¢ ~ t e  .oi~ our  bank d e p o e i ~  . -  

• r o t  ohee   aoooun ,- our, pa r o u r  e e l :  
• . . . 

and back 'o£ a l l - t h a t  i s  t h e  ~ o l d ,  and t h e  p r o p o r t i o n 8 - a : e  i n d i o a t e d  fly 

~a f ~ u r e  8uoh ae  ~h:Lss i n  1929 we had r o u g h l ~  abou~ a hundred ~ l l i o n  

" d o l l a r s  i n  s u b s i d i a r y  o o i m s l  p e r h a p s  ~our or  ~our and a h a l ~  b i l l i o n 8  

i n  p aper  money, and s o m e ~ h J ~  around f o r t y  or  £ o r t y - ~ t v e  b i l l i o n  d o l t a r ~  

in bank d e p o s i t s ,  Baek o f  t h a t  who le  o r e d i t  ~oney  mtrueture t h e r e  wa~ 

r o u g h l y  f o u r  and a h a l f  b i l l i o n  d o ~ l a r e  o f  ao~ml~ ~ o l d .  T~e ~ a e l o  ~oney 

• u h toh  we do n o t  use  a t  a l l  a s  ~ndiv~duale ts a ~ 8 e r v e  For t h i s  c r e d i t  

strueture an~ • the ~ a l l n e s s  o~ that r e s e r v e ,  ~ h e n w v  to.pare i~ ~o ~ e  

o l a t n ~  w h ich  are  supposed  t o  be oons:t.del*able, a f f o r d s  us  an  e x p l a n a t i o n  

oF where t I ~ o n e y  w ~ n t .  Adn we o f t e n  wonder' where it v ~ n t ,  1 n e t t e d  o f  

there being money~ g o l d ,  b e h i n d  t h e  bank d e p o s i t s ~  chey are  ehiefl~ 

s c o u r e d  by  ola~m8 known a s  b o n d s ,  n o t e s  and o~h,~r o r e d i t  ~ n s t r u ~ n t ~  

whioh  e t h e r s  pay t o  t h e  b a n k s .  (~old metres  a s  a r e e e r ~  f o r  t ~ e  "dhole 

f o r  ~ i o h  we have  l e t  up o e r ~ L u  p r e o a u t i o n o  - f o r  ~ o e ,  paper  money 

has  b e e n  0 t o u r e d  i n  t h i s  o o u n t r 7  dur~ug reovn~  y e a r s  by v e r y  ~ a r l ¥ . l O 0 ~  

g o l d  mad ~:he bank d e p o s i t s  are  f i g u r e d  at. s c a e ~ h i n ~  around fOur or  f i v e  

t J ~ e s  t h e  ~ o l d .  So ,  ~ a t  i s  r o u g h l g  what  I s  c a l l e d  t h e  ~oney  s t r u o t u r e  _.-!~. 

of t h e  e o u n ' ~ ¥ ~ .  

~ ~ e  ~ h i s  money ~ f a o i l i t a t e  our . d a i l y  t r a n o -  

n o t i o n s .  I f  mS .eozulide~ a t ime  or  s i t u a t i o n  when ~he ~mnomo sys tem i s  

f u n o t i o n i n g  f a i r l y  8 m o o ~ y ,  when most  able.bodied m~n are  employed a t  

wages  t h a t  a £ f o r d  them a f a i r l y  good l i v ~  ~n~, when i n d u s ~ r ~ e 8  are  o p e r a t i n g  
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~t  f a i r l y  h igh  eapae l~y  a t  p r o f i t s  t h a t  a ~ o ~  a l i v e l i h o o d  ~or those  

who have inves t ed ,  in  them, ~ d t t t e e  a r e  a t  l e v e l s  s u f f i e ~ l y  hizh 
• ~ :J:i2 

t o  a f f o r d  a l tv~n~ to  I~odueern, when t h e  m~him~ oeemO t o  ~ r k  smoothly 

an~ everybody i~ gettln~ alen~ - come not  so w8t l  bu~ o t h e r s  better t han  

• t h e y  have a r ight to exImet  - in t h a t  situation the m~ney, oredit ,anti 

~" ~ • trueture is op~ratlng a good deal as ~o keep the thln~ 

~oin~.. People who p'm"ehae~ be~on~t their means f o r - t h e  ~ t  may ~et 

a aba f t  and buy ahead o~ t ime on c r e d i t !  they  may ~ l o a t  ~ r ~ e s  or  bonds 

to  c o n e t r u e t  h ~ w s  or  b u s i n e s s ,  o r  pu t  i n  a eupply  of  ~oods to  ~ I 1  la-bsr.  

The e:Tetem i8  o~apoeed o~ a g radua l  c r e a t i o n  o~ new o r e d i t s ,  I a r ~ e l y  

through 'khu~ir~ i n s t i t u t i o n s ,  and the  e x t i n c t i o n ,  oF o ld  c r e d i t s ,  so we 

have a Flow of  o r e d t t  ~ p roducer  t o  e e n s ~ e r  and back s~a in  to the 

iproduoer ,  which keeps the  machine £unetionln~ by ser~An~ as a m~dium o£ 

exehange. ~hat is why i describe the banking,  ~ i t  and money ~tr'~e~ure 

aS an instrument for Integrating the various parts o£ the maehlne~ 

~mn the system is v~rkln~ fa i r l y  well there are sewral things 

that I might eall to your attention, i~e f i r s t  le t h a t  debt involves 

one of  the  l a r g e s t  and most d~_oora t i e  f o r m  oF e~onom:o p lanning  we 

ean f i n d .  You ge t  your  s a l a r y  and epvnd i t  i n  eueh d i r e e t t o n e  as  you choose .  

Certain basle ebllgatlons haw to be met ~wlth part of i t ,  The *.~ay you _?--. 

- = ~ n d ~ - t h e • e t h e r  p a r t  de termtnea  what ~;Oode and eoaWtoes ean be-produced ,  

IF. we dO not  spend our  money f o r  them, e~d a l o t  o f  people- do . n ~ ,  ,. i t  w i l l  

" . w i l l  no t  be p r o ~ t ~  to  p r ~ d u e e . .  ~ou see  t h a ~  in  t h e  s h i £ t  f r ~ .  b ~  t o  

mu~mebile*" People ~ e r ~ i s e d  t h e i r  vo i ee  i n  the  matte: ,  through t . h e i r  p u t -  

" e ~  pomw., and 80 We have an eoonowie p l an  whieh ~ u d e e  the  ~ r t g  

use oF the  a~tomobi le  and the  d e o l t n e  o f  the buggy . -  ~ i 8  i s  a - ~ r a t t e  
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A s  b ~  . ~ e ,  goods .the .system b e o o ~ s  mo.o d i t f ~ o u l t .  *::e have the 

s ~ m  o~' p lannin~ ~de~- which a person d~oldes  what he ~tS ~0 produce 

and how much o f  i t .  ~he e h ~ a e t e r  determines  our eeoaomio product ion ,  
i 

second ~ea~u~e is that this system b ~ o ~ s  a means of ~ollln~.~ v~en 

you are ~ettln~ out  0-£ line. AS an individual, i f  you spend more than you 

receive you soon come up. a g a i n s t  i t ,  and you have to  out  down. That shows 

your consumption i s  out  o f  l ~ e  wi th  your product ion .  There i s  no one in the 

oe~mi~ who knows whether or not  you are  exeeodi~ your income, but your 

b a n k ~  instit~isns can tell, and they tell in ~As way~ if you are spend- 

in~ more than is received there is a flow of reserve funds A~rom ~ e  ~ank 

• and ~dla~ely the banker~ have to put into operation some n~ans of check- 

tng that f l o w .  Ordinar i ly  they  do that  by eu~tL~g down on our loans, and 

by c u t t i n g  them down they  z~duoe the  volume o f  spending to bring the ~ m  amot~ 

into  l i n e ,  They have to  p r o t e c t  themselves  and t~hat i s  one o f  the checks in  

the  system.  

.As between goods the  system becomes more diff ieult .  ::e have the 

operat ion  of'~hat Is known as the gold atandard, i~obody .has any idea 

whether ~h ia  country i s  spending too much or t ~  l i t t l e  In r e l a t i o n  to the  

eondltlons elsewhere except by watohln~ what is happenin~ to the monstary 

reserves and I might say that the pr~u~ipl~ ~ t i o n  of the gold res rye of a 

country l i k e  ours is to t e l l  w h e t h ~  the  oountr'y ~hroug~h i t s  business 

r e l a t i o n s h i p s  ~ t h  ether eotmtries iS on i@ven Eeel. . . . .  - ~  ~ a  spend 

abl~mi - more than we are p ~ l u e i n g  or sendin~ to ~hem, ~ a r e  i n  

too much 

bad 

an Indl- place. So the 8old standard, while it was in operation, acted as 

eater of the poeltlon of ~ g~ven country in its relation to %he rest of 

the w o r l d .  That was its ehlef f U n e ~ o n  and the ohlef function of ~ l d  Itscl£- 

t h a t  t h i s  country  or  a ~  o~h~r could  ohange its ~ye and get itsoiS in l i n e .  
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When a oountry le~s any m~bstant!al ~ r t  of  Its gold supply i t  knows 

i t  has get to reduce its mpe~la~ so that i t  wi l l  be p~duoa~ more and 

ependin~ e l ee~d~re  l e s s ,  and the  go ld  ~aves the i n d i o a t i o n  Whether or net  

tb~t as neeessarT, ~s~ally the central bank of the ~untrT, ll~=e the 

Feaeral Reserve of th~s eou~t~y, the Be~k of Eagla~i, etc., umlertake~ the 

reap~nsabillty of direetlng thegold s~ply and see that ~asures are 

t a ~ n  so t h a t  the  trade  r e l a t i o n s h i p s  ~ i l l  be proper as  c o ,  red with 

o ther  o o u n t r i o s ,  1Then the  gold ~ p l y  o f  the  ~Jni~ed States.is f~llln~ 

down the  oontral  bank attempts to restrlet e p e n d ~  by rsstricti~. 

extensions of oFeAit, by sellln~ seeurities in the market or redu~i~ 

its dlsem~nts ~or other bnuk~ institutions, so there is ~ ~s~s of 

" e o n t r o l l i ~  t h a t  sltuatlon, I t  w o r ~  'vewy n i o e l y  when the  country  ! s  

~ u n n ~  & ~ a i r l y  ~aooth oourse ~ l t h ~ t  ~ oreat  d i s t u r b i ~  e l e ~ n t S ~  b u t  

an a t ime l i ~ e  the l a s t  Sew years  o f  course  i t  broke ~ ~A1 the world 

i s  havtn~ to  p u l l  i n  its horns ,  so to. speak - reduce '~r~dlt, r ~ u ~ e  pro-  

d u c t i o n ,  tend to keep p r i c e s  up,. hi~her  t a r i f f  and rat tonin~  o f  t~ede 

i n  order to -keep  the  countr i e s  ~rom bu~ln~ too ~uoh from o~her~.  ~ 

In  G~m~ we ~ a l l  of these a% the present. ~iey "~tll  only  

send you a c e r t a i n  amount o f  exohan~-e, I t  i s  only  poSs ib l e  to buy an - -.~...~i._i~i:!.. ~ 

amount equal  to  what i s  so ld  abroad, end in  .~ddation to  that  q u o ~  have 

been oct as to ~l~t san be sbipp~ into ~;e~, no ~tter ~-~hat prioe•_~ou 

o f f e r  or ~d~t q u ~ t l t y . .  Thati~o~. . .  -protest  the  German gold s tandard.  

They. ~ a r e n t l y  do not want to  go o f f  the gold s tandard.a l though they are 

• of f . ,  beoauee if they did  the ~ n n a n  ~8~'k would ~ 1 1  and. they  W~uld .~fl; 

~ t o  e~o~her s p i r a l  o f  t -~' la~ion ~m~h as that  o f  a ~ ew ~ a r e  e~o .  

k .  . . k  . . . , 
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One t ~ n ~  a i s o  I would l i k e  to  c a l l  to  your a t ~ e n t i o n  i s  

t h a t  t h e  money and bankin~ ~ste~ a c t i n ~  as  t h e  i n t e g r a t o r o ~  t h e  

e o o n ~ . o  s y ~ e ~  san  g e t  out  o f  ~ e l t e r  Jus t  as  any o t h ~ r  nmohe~4_sm 

bu t  it i s  n o t  ~ e  on~F par t  o~ tbe a ~ s ~  t h a t  d o e s .  .There i s  a ~ r e a t  

~ l e n ~  in  some q u a r t e r s  to p i c k  o ~ m o n e y  and ~ e d i t  sys tem as p r a c t i c a l l y  

t h e  s o l e  reason  we are  i n  t h i s  t e r r i b l e  d e p r e s s i o n .  I wan~ to  a t  l e a s t  

r ¢ ~ i s t e r  m~ o b j e c t i o n  ~ t h a t  v i e w p o i n t  beoau~e I f e e l  i t  i s  p l a ' ~  enou~h~ ~, 

~hat  ~'~~:~s o n l y  ~ o f  the  t h i n c e ,  ~ we l o o k  a t  the  aondtt~on o f  

. ~ r l ~  be fore  the  d e p r e s s i o n  we can f i n d  p l e n t y  o f  r easons  ~or i t  ~v~hout  

look~n~ very  closely in the b a n k ~  8£~uattono ~e had t h a t  pe-~'iod o~ 

r e c o n s t r u c t i o n  tn  Europe when v a s t  c a r l o a d s  o f  n m t e r i a l s  were sh lpped  

from ~'J.s aoun~'  i n  order  to  r e o o n s ~ u o t  a_eter the  war.  The c o u n t r i e s  

o f  Europe were spendtm~ beyond t h e i r  incomes f o r  the  purpose,  o f  b u l l d i n ~  

up d e s t r o y e d  i n d u s t r i e s  and t h a t  deve loped  i n t o  a sys tem o f  b o r ~  £or  

th~q~s t h a t  cou ld  hardly ,  be. c l a s s i f i e d  o ther  than l u x u r i ~ s j  B e t t e r  

t r a r m p o ~ a t i o n  ~ a o t l t t i e 8 ~  b e t t e r  h o u s i n g ,  and a g r e a t  mau~ p r o j e c t 8  which . 

o e r t ~ i n l y  w e ~  not  n o o u s m ~  end oould not  be a f f o r d e d .  

In ~ u s t r a l i a  we had the  same kind o~ d e v e l o p ~ n t ~  an~ we ~ound,~ 

the  s a m  C ~ n ~  ~n n u ~ r o u s  South ~ e r i e a n  ~ o u n t r i e s .  You can ~e~p ! i i ~ v ~  

beyond your Income aS lon~  as  you put  t h e s e  ~ L u ~ e  t o  a p r o d u o t i ~ e " ~ s e ,  

~ e y  w i l l  oarr~  ~he de~t  eh~r~es  and pay ~he~ o f f ~  b~t  v~heh you borrow _ 

and t h e n  l ~ v e  ~o borrow to  p~y ~ t e r e s t  y o u r s  heedod ~o break down. 

T~ke ~ e .  skysor&pero A l a r g e  number o f  our o t t l e s  de.oided upon s program 

o f  e ~ e n s i ~ e  b ~ t l d i n g  and for a p e r i o d  o f  Four or  f i v e  y e a r s  ~ a s t  p r o j e c t s  

i n  e o ~  ~AotIon w i t h  s k ~ s o ~ p e r  de~elopmonts  ~ g t ~ d .  I ~ n o t  goi~,~ 
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~ h e - t r ~ m e ~ u s  i n ~  i n - p a v i ~  and -theme p ~ J e ~ s  end  FoOt,  r e - b o u n d  .-.- 

• and-"~ab~r. ,  ',~'I~ iS  a ~ o s t  p r e o i s e l y  t h e  same ~htmg a s  war - ~h~re  you d t ~  

. m~n m~d m a t e r i a l s  ~ .  u s e s  ~h~t  a r e  a b n o r m a l ,  and t h e n  when w~r i s  ove~ 

_ ...... _ ~ h ~ ~  b~ek~"~ d e v e l o p  a new t y p e  o~ e c o n o ~ e  s t r ~ t u r e  d u r ~ n ~  t h i s  

I~_ t i e d .  ~ e n  t h e  d ~  f o r  these s U ~ p t l e s - ~ m a t e r l s i S  o f  war and 

..the . ~ r i ~ I S - n ~ e d ~ d  f o r  a l a r ~ e  o o n ~ r u e t t o n  p ro~rwn l e t s  us  t h e r e  i s  

• i~rm~( t~ be a let down i n  t h e  sy~tsm wbleh will have ~e digest a new 

s e t  o f  o o n d i t i o n s  and t r y  t o  work  o u t  som~ nor~_l_ p l a n  o f  o p e r a t i o n .  

~e  have  had  a l l  o f  ~he~e i n  t h e  l a s t  f ew y e a r s  and ~ y  ~o Fa r  i n  e x p l a i n -  

I n ~ _ ~  ~ t~m d e p r e s s i o n .  

That  i s  n o t  t o  s a y ,  h e . e v e r ,  t h a t  t h e  o r e d i t  ~ F ~  o r  b ~  

a y s t ~ n  may n o t  have  i t s  l ~ r t  i n  sueh  a d e c l i n e .  Any s y s t e m  ~ o h  ~hen  

o p e r a t i n ~  s u ~ o e s s f u l l y  Int~r~ato~ the various I~rts e~n a1~o dlslnte~rate 

t h e  p e r  t8~  E~n tmme has  been b r o u g h t  out ~h~t  t h e  banks  o f  the o o u n % ~  --_.~ ~- 

had  ~ o t ~ e n  i n t o  s o ~  me thods  o f  S i n a n ~  t h a t  w e r e  n o t  v e r y  sound  end i n  

t h i s  way c o n t r i b u t e d  m a d e , t a l l y  to t h e  d e p r e s s i o n .  ~ n  the ~ s  oeme~to 

the p o i n t  where  the~ were unable to m~st t h e i r  obligations t h e  d m p r e s e i o n  

of. p u r e h ~ n ~  p o w ~  r e p ~ s e n t a ~  by  d e p o s i t s  o f  t h e ~  -bar~e e o ~ d  e~ a 

~ u ~  d e t e r r e n t  t o  ta-adee b e m u s e  i t  o u t  so  h e a v i l y  ~n to  ~ p e o p l e s "  

purel~ p o ~ r .  : 

• ~ i::ii ~ ~ I-I: , tO.d l l k e  t o  r e f e r  b r l e n y  t o  some oF t h e  moasua~e t a k e n  

• t o  t ~ o  g e t  u s  a u t  o f  t h e  d e p r e s s i o n .  The o o u n t r y  o f  e o u r p e ,  went  

" / i  / 
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Argent in~ ~ ~ n t  of~ the  ~old s t andard  and i n  1 9 S O ~ ~ ( a n d  A u s t r a l i a  ) 

w~nt o~£. In  1931, England and ~weden and ~ c o n s i d e r a b l e  .number of  o t h e r s .  

We fo l lowed  i u  1933, so s imply Eoin~. of~ the s~andard was ne th in~  new. 

In t ~ e  o t h e r  c o u n t r i e s  t h e  s t ~ a t i o n  had been ~ u g h l y  ~ i s  8 as  the  

d e p r e s s i o n  came o ~  t h e s e  e o u n t r t e s ,  ~ a r t i e u l a r l y  A u s t r a l i a  and ~.~ '~~'"~ 

found t h a t  t h e i r  exehmn~e was going h~vily agains~ them owing to the  

f a s t  t h a t  t hey  were main ly  suppliers of  raw m a t e r i a l s .  Perhaps some of  

you h a ~ n o t t e e d  the  tremendous ~row~h o f  bas i s  supp l i e s  in  the  form o f  

surplus ~o~nulatlons prior to the' depressien. That growth was instTumen~al 

i n  eauetmg p r t o e s  of  b a s i s  commodities to  f a l l .  In c o u n t i e s  llke :~raztl 

• hloh exports c~tt!e~ and 1~te Argentine whioh ~r~s ee~ ~e a~1 wool, 

and A u s t r a l i a  which ~ ' t m • w e e l ,  wheat, ete,.~ they found the Irloe of  

~ h e i r  c o , m o d i f i e s  falling and t hey  were g e t t t n ~  l ens  ~or them. I ~ d t m t e i y  

t h a t  showed up i n  a l e a s  0f  gold reecwve o f  t h e i r  e o u n ~ i e s ,  I t  was some 

t ime be£ore  the  c e n t r a l  banks took measures to p ro~ee t  ~he gold S ~ # ~ d  

by tha~ t lme the  ~old supply  oi" ~r&zll  w u  t o t a l l y  exhaus ted ,  mad t h a t  e~ 

~r~entLma and A u s t r a l i a  p r a c t i c a l l y  exhaus ted ,  and the  s i t u a t i o n  still kept .... 
1 " 

up. They got  to  a p l a s e  where t h e y  saw they  were ~ e i ~  to  l o s e  con t ro l  and=; i 

r ~ 

.... : ~ h ~  s~pped ~ad~o lmme~la%ely ~he e ~ e  ~ went agaln6t them, 
. . ~: 

:~':iG They were fo rced  o££ b~i the  wor ld  f a l l  i n  the  gold p r i s e s  of  t h e i r  raw 

:L~;! :ma te r i a l s  J I n d u s t r i t ~  p r o d u c t s  d id  no t  f a l l  n e a r l y  so much and ~he p u t -  

• o h a s e s . ~ r e  maintained at a l~!~h level. 

- ~i~ - ~ h e n  E ~ l a n d  went o~£ ~ e  gold.  Btandard the  s i t u a t i o n  .of the  wa ld  

- 1 0 -  



became e ~rea t  deal  w~rse and i n  addt¢ton ~here was a ~rowtn~ doubt as 

to  whether she would be ab le  t e  pay her  o b l i g a t i o n S .  She has been In a 

l a r g e  s e n s e ,  the  wor ld ' s  beamed. ~any ~outh A ~ r i e a n  countr i e s  kept  a 

~ r e a ~  emount ~P t h e i r  ~o i  their own v a u l t s  but in  England, so when 

" they began t .+ fear England would ~o off the Standard th~ s ~ e d  to 

wt~draw this money ,aud Fou may have not iced  that  the l o s s  was ~o ~rea~ 

~ m e n t  had to  e ~ p  i n  and p r o h i b i t  t h e .  There was e n o ~ e r  ins tance  

o~ I a o o u n ~  goln~ e f £  ~he ~old standard i n  order to oonsePw~ what gold i t  

.~. J 

had l e i ~ .  

Our c o n d i t i o n  was a l i t t l e  d i f f e r e u t e  There i s  s t i l l  doubt i s  tO 

whether we had to  do i t  or no~.  V~e had a very largo gold supply ,  a l though 

there  w e r e  l o s s e s  and a ~ n g  dmaand to expor~ gold to  France which was 

not  suspected  o f  betn~ ready to  go o f f  the  s tandard.  We decided to  g o f f  

the standard t o  get a e~++rtain pries r i s e  whioh same through goin~ o f f  the- 

s tandard.  The S~e~i~ulike thisz ~hen the ~ f e ~ l s  in £orei~n 

markets i n  order to  a e t l  the accustmmed supply o f  goods wB s t a l l  san only  

charge what we have been ehar~Ing and that tends to fix the price level 

for  the  product  ne t  on ly  i n  those  c o u n t r i e s  but  i n  our own as W e l l .  : 

Whe~r~the d o l l a r  f a l l s  i n  va lue  one pound i n  Britain i s  n o t  worth any more 

than he£ore so the  p r i s e s  o f  e__ee~:,dities i n  those  a o u n ~ i e s  may r i s e  

and tha~ i s  ~hat  happens ~ the  prodtwCe we exported.,  ~hea t  and eot~en  ..... .-~+~..~,-.~_ 

were eutst#mdin~ remedies!  ~l"tey r o s e  almost  e x a c t l y  In. p r i e s  equivalen~ . . . . . . .  . 

to the dppreei~tlon el  ~ the dollar and o t h e r  e~m~d+ Itles which were a~eeted 

by o ther  e o ~ i o n ~  rose  more or l e s s  l some t h i n ~ s  did not r i s e  a t  a l l .  

We hw~ s• s y e ~  o £  p r i c e s  ~ h i e h  responds t~  tm~ tnPluenee o~ that  k i n d .  

. - . -  . 
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~ . . ~ r i ~ e e  'move v e r y  S l o w l y  in  one d i r e c t i o n  or another b~t  tn ooaaao- 

d i t t o s  o f  ~ n t e r n a t i e n a l  t r a d e  g~in~  o f f  the  ~ I d  s tandard  c a u s e s  a ~ r e a t  

r i s e  and t h a t  ~ v o l v e s  o o ~ o d i t i e 8  imported as  w e l l  as  e x p o r t e d ,  So i n  

an e f f o r t  t o  r a i s e  t h e  ~ r l o e  l e v e l  o f  t~ i s  oountry  we went  of i '  the  ~old 

: i  s t a n d a r d .  F i r s t  ou~ exeb~_~e f e l l  ~ d  we t r i e d  t o  d r i v e  i t  fur t .~er  down 

. i  

i!~! b y  a d o p t l n ~  ~he go ld  purchase  sehemo - we s a i d  we would ~Ive  so  ~ n y  more 

i d o l l a r s  f o r  so  mush ~ o l d ,  end finally, a f t e r  a p e r i o d  r~en the oxehange 

had been r e l a t i v e l y  s ~ a b i l i z e d ,  we r e v a l u s e d .  I ~ssu~o  we d i d  t h a t .  

gave a new m e t a l l t o  e e n t e n t  t o  t ~ e  d o l l a r ,  beeause  i t  wa~ h e l d  i n  8o many 

quarters* t h a t  p e o p l e  were  so  alarmed by t h e  e h a ~ n ~ v a l u e  o f  t h e  d o l l a r  

t h a t  t h e y  were  a f r a i d  t o  t n v e e t .  The uneey-~aXnty o f  &he 6 i t u a t i o n  p r e v e n t e d  
i 

i n v e s t m e n t  and e o n m ~ u e t t o n  t h a t  we Z e l t  were n e e e o ~  t o  a ~ s e t o r a t t o n  

o f  our p r o s p e r i t y ,  I 8 ~  ~hat  was one o f  the  m e i e r  r e a s o n s  t h e y  re*  

v a l u e d  t h e  d o l l a r  a t  S~.% o f  i t s  f o r ~ e r  v a l u e .  ~,T e o u r s e ,  you know tha~ 

i ~  .had been a t  t ~ t  v a l u e  b e f o r e  we r e v a l u e d  i t  so  f a r  as  i t s  e x e ~ A ~ e  

v a l u e  was concerned ,  We s i m p l y  s a i d  t h a t  i f  we e v e r  de go bask on the  

g o l d  s tandard t h e  e o n t e n t  o f  t h e  d o l l a r  w i l l  be m e a l i e r  than i t  her  been 

b e f o r e ,  Havl~g done. t h a t  i t  gave a b a s i s  f o r  o t h e r  c o u n t r i e s  f o r  ~ - ~ S t  

-people taklng definite aotlma Indleato8 that ~ess  aomethlng pretty 
- - x 

bad some0 up we are  go tn~  t o  l eaTe  .tha-t ~ l u e - w h e r e  i t  ta~  so  e t h e r  

e e u n t r i e n  have s e m e ~ h ~  f a i r l y  d e f k n i t o  t o  t i e t o ,  whieh i s  one lni~iuenee 

t o w a r d . s t a b t l i m a t i o n .  The o t h e r  o o u n t r i e s ,  w i l l  have t o  a d j u s t  t h e i r  

o u r r e n a i e 8  e n t i n l y  t~  meet  ~ h i e  n~w d o l l a r  s i t u a t i o n ,  ~ l a n d  has r e e e n t l y  
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been m v t n ~  i n  that d l r e o t i o n .  France has .taken no move ~ 

a p p a r e n t l y  i n  man~ r e s p e c t s  ~Inding h e r s e l ~  in  a h a r d e r  position than 

she wants ,and i t  maket i t  v ~ y  d t . f f i e u l t  f o r  he r  to  +get a volmae o f  

t r a d e .  German~ i s i n  such a s t t u a ~ i o n  and t h e r e  i s  no a l t e r n a t i v e .  

You will £~I a c o n s i d e r a b l e  reflation of  ourrencles over  a large part 

Of' the wo~ld.  I n  ~ . count r ies  no d e ~ n i ~  r e , l o t i o n  w i l l  be neees.sary 

e~eept  tha~ they  w~ll  s imply  Co on the  ~otd s~andard a t  t h e  exc han~e 

+ w~lues t hey  now have .  I t  seems ve ry  doub t fu l  ~hat France+ ~er~m~ 

w i l l  be w i l l i n g  t o  l eave  t h e i r  c u r r e n c i e s  a t  t h e i r  p r e s e n t  v a l u e ~ ,  
# 

It is en t i re l y  l i k e l y  they w i l l  Sind the oountrie8 with depreelated 

out .moles w i l l  be able to expor t  and any coun t ry  ~hose goods and 

e u r r ~ n o ~ S  e~e undea~&luod w i l l  o u t s e l l  them and .get the  b u s i n e s s ,  so 

the reserve w i l l  ~low to those other coun t ies .  I~ looks as i f  the 

+!+ .... ted States w i l l  be a s l n k ~  pot  r o t  un~esm r e ~ % i o n  t ~ e a  pl&~e. 

' I have rsmbled he re  t r y i n ~  to  touch i n  g e n e r a l  some of the  

t h i n s  i n  which yeu might be i n t e r e s t e d  and i. thlnk I w i l l  t h r ~  the  

m~tln~ o ~  now f o r  d i s c u s s i o n .  

Q . Tak~ oond£tlons as .~hey are actually today, ~at 

e f f e ~ ,  i f  an~0 would the e x p o r t a t i o n - o f  gold from t h i s  coun t ry  to  o t h e r  

e o u n t ~ s  have upon the  ~alue 0£ our  d o l l a r  i n  ~ u t e r n a t i o n a l  exekau~e~ 

Uould it go up or  down and ~ y 7  

A - Before u~ e:z~p~x~'r~+d ~otd t h e r e  wo~d ~ m~tura l ly  ao~e 

~ f a l l  i n  our  ~ b ~ n ~ .  The e x p e r t  o f  gold  does no t  t abs  p l ace  wi thou t  

.. . .  ~ f a l l ,  s o  t h a t  would be one .of ~ f~-rs~ ~in~s t h a t  w ~ I d  happne.  

- I S  - 



I t  ~ l d  be p r a o t i e a l l y  n e g l i g i b l e ,  The n e x t  t h i n ~  would  be  a t e n d o n o y  

of' t h e  ~ o l d  t h a t  we s h i p p e d  a b r o a d  t o  b u i l d  up t h e  g o l d  resolw'e of' t h o s e  

o o u n t r l e 8 . -  That  would  ease t h e i r  bank in~  s t r u t t e r  and ease t h e i r  

o x o h a n ~  ~i t u a t t o n j  and it m i g h t  tend = prob~bl~ ~ o u l d  - to Foment some 

a d d i t i o n a l  b u s i n e s s .  Our l o s s  o f  t h e  ~ o l d  i n  any m o d e r a t e  amount  (and 

we ~ou ld  e x p o r t  .a o o u p l e  of  ~ m i l l i o n  d d l a r s  w i t h o u t  any  ~ e a r  a t  a l l )  

u ~ u l d  n o t  oau~e shy  c r e d i t  t r o u b l e  i n  t h i s  c o u n t r y .  ~e h~ve one  o r  two 

m i d d l e  d o l l a r s  $ i t t i u ~  i d l y  h e r e .  I s h o u l d  t h t ~  t h a t  a h i p p t n ~  ~broad 

o u g h t  t o  s e r v e  some i ~ p e t u 8  t o  p r i o r  l e v e l s  t £  t h e r e  i s  a t r a d e  dmmnd..  

They ~ay~ o£  o o u r s e e  be . in  t h e  8eme s i t u a t i o n  a t  p r e s e n t  t h a t  ~ a r e  

w i t h  a o ~ e d t t  b a s i s  f o r  o r e d i t  e x p a n s i o n  t h a t  would  s u p p o r t  a volum~ o f  

i n e s s  s e v e r ~ l  t i m e s  ~s 5 r e s t  as in  192~ t h a t  we o a n t  ~ e t  i n t o  use as 

there is no ~ For i t .  I oan  say  w t t h  oortalnty that the Flow oF 

~old &bre~1 w i l l  inorease their oredit b a s t e  s~ad put t h ~  in a position 

-~re i t  would  be  an  a i d  t o  r e o o v o r y .  

Q - ~ h a t  o~eot would  i t  have  on our  d o l ! a r ?  
• ~ .  ~ . . . .  

A ~ As l o r ~  aS ~ ~ h a ~  ~ o l d  i t  Would s i m p l y  s t a y  at the 
• 

same-£1~uro  u n l e s s  b money : ~ h t  ~o t o  o o u n t r i o s  whtoh  a r e  n o t  on  t h e  

g o l d  s t a n d a ~ d .  Tha t  wou ld  ha~e  t h e  e ~ F e o t  oF s t r s n ~ t h o n t n ~  t h e i r  exohange  

and  l o w e r i n ~  o u r s  a l t h o u ~  i t  would  n o t  n ~ o o s s e ~ l l ¥  l o w e r  i t .  i n  t e r m  o£ " 

g o o d s - o n  a g o l d  b a s t s .  ~ ,  

- ~ o u l d  you  s a y  s a ~ e t ~ i ~ g  p l e a s e  a b o u t  s i l v e r  ~ t h e  r e a s o n  
| 

Z i 

~" f o r  t h e  establishment o f  s now r a t ~  

.A - S t l v e r ~  o f  o o u r s e ,  i s  n o t  p r i m a r i l y  an  eoonomio  q u e s t i o n ,  

.... I t h i n k  . i t  18 p r i m a r i l y - a l ~ i l t i ~  o n e .  Ther~ is o n l y  one  i m p e r a t o r  

. . . .  s i l v e r  u s i n ~  .ooun t r7  i n  t h e  w o r l d ,  e~d t h a t  i s  C h i n a .  where  i t  i s  u s e d  a s  
. : 1 .  : . 

.. - ~ ~ h o ~ e y  e ~ h o ~ - o o u n t r T ,  Those  who h a ~  ~ o a ~ d  t h e  remonetlsstloD o f  
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~L1ver have done i t  on these a~ounts that are in --~Ina and ~Ve ~ 1 8 0  

po in ted  to  e t h e r  c o u n t r i e s  u~Leh do not  use s i l v e r  e x t e n s i v e l y  as  money. 

• They say t h a t  ~ I v e r  is f a l l ~  to  eueh a low va lue  that the moneys Of 

• hese eo~ntrleo have no purehasln~ power end eensequently ws ean't ae~ to 

t~•~em. T h e y  ean't buy f~•om us beeause t h e i r  money has Fallen ~ low. That 

involves ,  a £ a l l a e y  o f  th~nkin~ because the  Chinese f o r  yea r s  have been on 

an t~por~ b a 8 ~  r a t h e r  than  ~n e x p o ~  b a s i s  whfoh s h ~ s  they. do n~ t  pay 

. f o r  t h e i r  expor~8 of  e i l v e r .  ~ e  r ea son  why f o r e i g n  ~rade went o ~  ao 

~ r e a t l y  i s  t h ~  China is an e x p o r t e r  most ly  of  raw m a t e r i a l s  and an impor te r  

o f  f i n i s h e d  matez~a le , and  raw m a t e r i a l s  a r e  ~ h  ~ ) r e  ne~siti~ t o  p r i c e  

f l u ~ u a t i o n s  than  f~u~ahed.  ~er  expor~e f e l l  d ~ n  in  p r i e e  more than he r  

• + 
_ ~ r t e  and t h a t - p u t  he an un£avorable  p o e i t i o n e  ~he same i s  t r u e  o~ 

.~_.~us~raiia, ~ r ~ i l  and t h e  Ar~en t ine ,  a l l  o~ them be~n~ supp l i e s  or  raw 

m a t e r i a l s .  They had ~ e  same th tn~  ~ h o u ~ h  they  had a ~ f f e r e n t  monetary 
, i  I 

8yeteme 

One of  the  :eaeona . e . i t oc l  fo r  t he  r emone t ! za t t on  of s i l v e r  was : l 

give  ~ o e e  ooun~rtea  using~ e i ~ v e r  i n o r e e e e d  ~ n r e h a s t ~  power ~na i t . n a y  

i n t e r e s t  you to k n ~  t h a t  China r e g i a t e r e d  a p r e h e a t  a~a tnn t  t h a t  and a t  

t he  present time the p r i c e  lewl 18 fall~m~ aa a r e s u l t  o f  o r e d i t  res t r iot~l 'oni  : : : > . : .  • .~ 

beoause a ~ r~ee  i n  the  p r i o o  o f  s i l v e r  i n  .China bee ~he same e f P e e t  as  .m 

• J u s t  ae  we d i d ,  ~bee~uae' o f  t h e  r i s i n g  p r i o e  of  go ld .  

i ~ • m 1 5  em 

r i a e  i n  t h e  p r i o e  o f  gold  i n  t h i s  e e u n t r y ,  The ~ r e  v a l u a b l e  gold beeome8 

the  los8  va luab l e  o~heF produete  beoome in  terms of  g o l d ,  which means t h a t  

the .  pr ioo8 f ~ l l j  They a r e  h a t i n g  d e f l a t i o n  in  China a t  the  p r e s e n t  t ime 

N a t u r a l l y  they  do not  
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llke that and it will have the of feet of ourtailln~ business aotivlty~ ~mme 

offset on employment, so the ohaneeo are it will be more of a deterrent 

f o r  t rade  t h e n  an a i d ,  I t  w i l l  he lp  e o r t a l n  c o u n t r i e s  t h a t  hold or  produee 

s i l v e r  f o r  e x p o r t ,  I t  w i l l  he lp  Me'Joe i n  the  ~ m e  way as t h e  r i o ! ~ p r i c e  

o f  wheat would he lp  u s ,  ~ndia would be happy ~o d i spose  of  her  s i l v e r  s t ook  

to  u ~  Spain has a good e i s e d  s i l v e r  s tock  but  so f a r  as t h i s  coun t ry  i s  

W 
¢onzernod silver if mainly a by-produoe and the rising price may help somewhat 

~he silver pro~luei~ sta~ee. ~ne poli~Ioel leaders feel that it will help them 

and,  owing t o - t h e  r e p r e s e n t a t i o n  from t h e  s i l v e r  us in~ s t a t e s  t hey  hays a 

" politloal power thRt is somewhat out of relation to the population. So 

I ~hink the poli~leal 4n~iuence is more ImportBnt than the eoonomie one 

-in eaus!ng  s i l v e r  to  be ~urehased with  a s u ~ r f i e l a l  va lue  p laced  upon i t ~  

Q - Did lower ing  t h e  gold  Content  of  the  d o l l a r  have the d e s i r e d  

¢£~eet - the one that the eeonomlsts predleted~ 

A - ~hat i s  a m a t t e r  o f  d e b a t e .  Doctor V~arren, whose b r a i n - c h i l d  

it was, said It did have the desired effect. ~st eoonomists would sayIt 

did not. You would have to know what the desired effeet waa~ It had the 

o f  o o ~ d i ~ s  
ef f~e~  o f  r a i s t n ~  p r i s e s / t h a t  e n t e r e d  i n t o  i n t e r n a t i o n a l  t r a d e  bu~ only  to  

a moderate ex~sn~ i n  o~her eommodi t ies ,  I would S~y t h e r e  i s  no q u e s t i o n  

bu t  t h a t  som~ i n c r e a s e  in  p r l e e s  took p lebe  as a r e s u l t  of  g o i ~  o f f  the  

~old standard. Perso~llp,~: I. do not th~_-~ it was what was e~peeted. I 

do n o t  ~h~'It m~ountod to  a m ~ l n ~  l i k e  wh~ had been expected  mould be 

~ h e  ~ o ~ e e  

q w Do yore £eel that ~h a~tempt to create a rise in prises. 

i ~ f a r  a s  ~hese l agg ing  t~ems u suoh as ~he c o s t  o f  l i v i n g ,  a r e  eonvezmed? 

- 1 6 -  



A - I think in these I ~  items, mush ~ u l d  depend upon 

w h e t h e r  this d e v i l  is worked o u t  on  t h o s e  ~ m  t h a t  do n o t  . l a g .  You 

speak  o f  . r i s i n g  p r i s e s  i n  t h e  l o s t  o f  l i v ~ °  ! do n o t  s e e  how t h e r e  s an  
o 

~e any~hin~ other than an advance in prises - not ju.'~ here~ but all o~Jer 

t h e  w o r l d .  I do n o t  know when and t h e r e  map be  h i t c h e s  b e f o r e  i t  se ines  s 

b u t  I t h i n k  t h a t  u l t ~ a t e l ¥  t h e  o~anees  a r e  s t r o n g l y  i n  t ~at d i r e e t i o n  

f o r  t h e  r e a s o n  t h a t  we ha  ve  r e e e n t l y  ~on~ o f f  t h e  g o l d  s t e n d a r d  and I 

t h ~ k  o t h e r  eo~u~;rie8 w i l l  have  t o  r e~u£ue  t h e i r  o u r r e n o i e s ,  There  i s  t h e  

• - e r o d t t  b a s i s ,  t h e - b a s i s  f o r  e ~ d . i t  e x p a n s i o n  w h i o h ,  o t h e r  t h i n g s  p e r m i t t i n ~ ,  

~ l l  a f f o r d  a v ~ l ~  ~ e a t  e x p a n s i o n  o£ a e t i v i ~ .  I am s o ,  wha t  o r t h o d ~  - 

l h i e h  J u s t  meanB o l d - f a s h i o n e d  - i n  n~ v iews  o f  • th i s  t h i ~ .  I t h i n k . . .  

glv~n time, almost a~ situation will work itself out and ~hsth~r we have a 

r e e o ~ r y  p rogram o r  n o t ,  g i v e n  t i ~ o ,  we w i l l  a r r a n g e  o u r s e l v e s  and ~ e t  on  

w i t h  p r o g r e s s e  I l o o k ,  e i t h e r  t h r o u g h  t h e  r e e o v e r y  p r o ~  o r  t h r o u g h  

~he w o r k i n g  i t s e l f  o u t  p r o e e e s ~  f o r  u s  t o  g e t  on a b a s i s  where  p r o f i t s  e~n 

be  made,  i t  w i l l  be  p o s s i b l e  t o  expand • b u s i n e s s ,  and  w i t h i n  a o o u p l e  e~ 

y e a r s  I t h i n k  we w i l t  ~ e  t h i u g s  movin~ on  a more  active" s ~ a l e  and  p r i s e s  

advan~ lug, ,  

Q - ~ h a t  r e ~ r a ~ u s ,  a e e ~ t ~  i~ rm ~ i a t i n ~  i t s  e u r r ~ n e ~  t o  ~get  

t h e  w o r l d  ~ a r ~ e t ?  - 

A - This is the restraint. You san o n l y  inf~i~-~e a ~iven ~ .  

You "blow p t i r e  up  t o  ~5 pounds  and ~ o n  S t o p .  ~-J~over~ you do n o t  have  a s  

~oed a r e g u l a t o r  on  t h i s  s o r t  o f  e ~ s i o n  a s  you  hav~ on a t i r e .  You 

bl~w ~ho tire o u t ,  ~alr.e Ger~ f o r  Instanee, ~he would ~ath~r have the 

prog~n~ bad situat~A~ than to have another inflation sueh s~ she had a 

-17- 
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fe~ y e s r s  a~o, There the situation ran away with Its~.If .  The people 

of France ~eel t h ~  ovon as they are today they w~uld prefer i t  to Funnin~ 

the  risk oS ~ e l a t i n g  the f~ano.  There 18 thi s maaoh to be said# those 

countries at the time o~ the InFAations were havlr~ a ve~ d lffieult time 

balaueln~ their bud~ots~ They ~uld not keep ~heir e~nditures wi~in 

~eir i,oo~eS and they issued bonds, ~he e~tr~l.b~uks took ~Rose and g~ve 

the Gove~nt e~edit for th ~i which ~r.~ent ~ the  then  spent  and tha t  
4 

spendln~ reaohed a p o i n t  ~hea~ they  oould not s ~  i t .  A~ p r i c e s  s ~ r T ~ d  t o  

r i s e  the  people  began e ~ i n ~  that these  h igher  p r t ~ s  ~ u l d  ~ e  -~he Govern- 

m~nt ~pe~d-even more ~ and the s i t u a t o n  grew worse.  ~e  have i n  t h i s  

eountz~ safeguards that 8~e other oountries ~ not have. ~e have a lot of 

~old tha~ could be used to  out out  our budget defleit, 

Q - ,~hat w i l l  happen to  the present  gold money we h a ~  ? For 

lns taaoe  the  presen t  t en  d o l l a r  gold p i ~ e  t s  worth ~16.~5 ~.~ go ld ,  ~ ' i l l  

i t  have to  ~ ~ . ~ s d ~ . ?  . -..,. - . . ,  

A - There is gold out that will have to be burned ~ut and I expect 

tha t  i f  we do oo in  gold  aga in  i t  w i l l  ue a d i f f e r e n t  s imo, ~nd auybod¥ who 

t e n d e r s  go ld  again wlI1 have t o ,  in  a s e n s e ,  boo t l eg  it or se!l~:i~:'~~:a fe~oe  " 

~ o  w i l l  mel t  i t  deMn. Ie i s  not  ee~In ~ w i l l  "~ a new gold  ooin  a t - a l l .  

~e do not  have mush use f o r  "d~om ~zoept  at  a t ime ~hsn p e o p l e  are ~ l u ~  a 

run on the bankm. It i s l r ~ r i l y  used for  sh ipments  b e r g e n  o o u n t r i e s .  

ii~-- ~nat  do they  do to N money in  ~ oo-~u~r~? If you wish 

A ~- I t  w~uld so~a that this ~s t r lo t lon  wae to put the ~ w r ~ n t  

i n a  .ps i t~@n to  preheat  the  . loss  o f  g ~ ,  If that ~rs/~ wer~ presented in  



I~nden i t  ~ u l d  e ~ n ~ i t u t e  a bas iS ~br the  l e s s  o f  g o l d .  

Q . you ment ion the  f ~ t  t h a t  loans  had been made to  f o r e i g n  

ee~mtrles ~or certain seelal purposes aa disti~uishe~ frem eeonem~e 

purposes. Is there ~y ~z~erst~ble way in ~ieh it would ~,e possible 

fo~ these c o u n t r i e s  to  go ahead and pay o ~  t~eSe ~ s  or  should ~e 

wrlte ~e~ off  as debts. 

A - That is a mot question and I san only Rive ~Y ~lew of it, 

i do n e t  see  any ~ l y  l~y  f o r  t h e s e  eo~:ntr ies  to p~y o f f  these  o b l i ~ -  

t i o n s  u n l e s s  t hey  should ~ some p o l i e y  l i k e  ~ranoe fo l lowed in  t he  war,  

devalue their aurrenei.es %o a basis where ~hey ~uld have the advantages in 

fo~trade and ~hen be able to exer~ a pull of ~ld toward them, and use 

t h a t  ~;old t o  out down t h e i r  o b l t ~ a t i o n s  abroad .  There you run right smaQk 

i n t o  the  d i s i n e l f n a t i o n  o f  any n a t i o n  to  s e l l  i t s  goods t h e r e ,  so .I t h i n k  

i t  depends e n t i r e l y  upon whether  we a re  ~ l l ~  t o  aeeopt  impor t s ,  but  

personally I do not  know as i see  no r eason  ~ e~ht ~o try it. I think %his 

~un~'y is very ~~ly a oe@ital aeeumulati~ oeuntry now a n d - w ! ~  a 

f o r e i n  loan  p o l i c y  on a sound bat~s  we ought to  t r y  t o  c o l l e c t  s e r v i c e  o n ~  

the  d e b t .  I t  would no t  have to  be i~ t he  form o f  ~o ld .  The only  they eoul,d :~ " 

pay would b e  i n  the  £or~ o f  expor t s  and our  i n d u s t r i e s  do no t  want  them. 

I n s t e a d  o t  t h i n ~  ~bout c o l l e c t i n g  the debt  i t  ~ u l d  ~ a grea~ deal  

b ~ t t e r  to  see if some &rran@~en~ eou ld  no t  be made t o  oolleet the  eer,~ee ' 

on it and be a e~pi~ expor~ eoun~r~ in the future, Eoenc~ieally we 

have reaohed t h a t  s ~ e  i n  our  d e v ~ I o p ~ n t .  

Colonel Jordan:  Professor Garlock ~ t  to express ~he ~ppre- ~.~ " ~ 

e i a t £ ~  of t h i s  COlrle~q~ f o r  ~ e  " ~ ' ~  f~ p r e s e n t a t i o n .  
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