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The lecturer this morning, Pﬁé&or %ﬁélock
is a senior !éricultural ZKconomist in the Bumeu of Agricultural
Econon;sin the Department of Agriculture. He was professor of
economics in Iowa State College for six years and is a graduate of
the University of Iowa and Columbie University.

I am very much impressed with one thing sbout lr. Garlock,
as I was about the speaker we had lle.st but sbout which I neglected to
remerk. He also was en officer in the World War. Professor Garlock
was an ensign in the Navy in the World War and when I looked at him
this morning I was convinced that he must have made a statement té the
recruiting 6fficer just advencing his age & little bit. Otherwise, I

do not see how he ever got into the service.
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MoNEY, CREDIT AND PRICES
by
Ppofessor Frank CGarlock
Agricultural Economist
September 7, 1984

Gentlemen: I am very heppy to be herewith you todaye
Colonel Jordan hes referred o =v war experience, but like \a good
many othere, I am inclined to exggerate that. I think perhaps 1
hed better meke the record clear. In the summer of 1918 I enlisted
the laval Air Service end got my call sbout the first of July, and
by the time I finished my ground school the Armistice was signede
I continued and got my wings and commission in Jarch 1919, just in
time to pmeck them up and take them home, I alwaye state that I was
an engisn in the Navy and a pilot, which I did technically become
although I did not have the satifaction of holding fhe rank for any
extended period in the service. One reason I think for my exaggeration
' is that I iw&ays look back to that period es one of pleasant contects and
very excellent experience. lany times I have wished I had steyed in
that orgenization instead of going over to the side of money and banking.
In one thing, however, money and banking and the Kavy are similar - &
good part of the time you are apt to be up in the air, end nover more S0
then at the present tims.

I have 'had considerable doubt in my mind as %o the best way
to teke up this subject with you and since 1 was able to reach no dery
dofinite comclusion I thought it might be best to make & gemeral stote-
ment and then throw the meeting open for discﬁssiom

I think perhaps the best approach to ‘an understending of



T

=
29

money snd banking end the way they affect us is to go through the
technicalities afidthe su’bject and think of them as sonstituting a
mechaniem (money, eredit instruments and baniing instruments) for
integrating the other paris of the econemic strusture. As you know,
our modern society is built upon a divieion of labor and highly spee
cialised praduction with the rosultant exechenge of products of one
industry or firm with those of anpther.

In the Serviee we have the Army, Navy and Mariem Corpse.
Each of these Services is divided into subdivisions, and fimlly you
got down to clérka and stenographers of verious kinds in addition to
the verious branches such as Infantry, Artillery, Air Service, eto. l
if you were to consider what position you would be in if you hed to trads
e month's services for the meny things you need i= the Qonrao of a month -
rent, food, clothing end entertainment, and you tried to make a direct
'Erade of services for the things you meeded, you would see what the money,
eredit and benking atruéture has done to emse our way of livin:z. That is
no exaggeration. e could not 1ive as we do without the money, credit
and banking strueture. Historically, our money scems to have been &
commodity thet was in uses Iany things have served a: money = ax_mything
_could - but it has got to be something t\hatp‘seple are willing ‘o receive.
S0, niter receiving your monthly pay oheok‘you should find that your
difficulties are largely ended, because everybody is willing %o re&eive
your money. That is the =y your moﬁey pays for exchange of services -
for the things you need. '

As we got into mdvenced forms of economic development, sredit

- 2w



+

insi:nmeitbs almost antire}.y ’cake dq\a pla.ee of vqomy Look’ ng at the -
money aituatien of the ommtry yeu seec that *‘hare is practically nothi.ng
that ia not uréﬁit. Toke your .oannies, nickels, dimes and quarters,
which are about the énly coins we use now - these ere all valued et &

g,reatar Value tb.an the metel in them is worth, Take bills =« peper mmy -

- that !.a enait‘ 'pux'e and simple. vake the checking accounts we have at the

hanka = those ere eredil, pure and simple, end by thk I do not mean theore

is nothing behind them, I simply mean they are credit instruments - the

_things we use as money end think of ag moneys

So we heve in Amerisa snd in practicelly all of the advenced
nations, almost entirelv aubstii;uta& eredit instruments for money in our:

daily transactions. The thing 'that 16 known as our basic money is used

[

; pnly to back up and support tLe jnstrumente that we actually uses For

insvanos, in this country we have bean on the pold standard, geld being

the basiu moneys In 1929 we hed a few hundred million dollars in @g&ll

eoins in cireulation, just enoug;h to make the change we neednd to hee.

Years age wo used to use silver dollers, or cartwheels as they were gg.llad.,

but we gave them up because they were so inconvenlent to carry end sube
stituted paper bills. We buy a great many thinge for which we could not
poasib}.y carry s.rnund mugh coin and for which we oapnot use bank checks,
such as wea‘t?e tickets, lumhssg ranspertation (and the trensportation
faeilii:&.es will not take checlts) = so our own choloe in the metter has deter-
mined the type of credit - that is, paper monsye. wing to their great
convenience we have substituted the use of bank checks for the majority of

our oredit transactions. Praciically 21l big transections are settled by

nan
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’ohéok. -Sb,'beoause of ite convenience, this is the a@tm we have
built up to serve as our money systems I% eoﬁaiata of A;ur_ banlc deposits =
meinly for checking accounts,- our paper money, our subsidiary celn,

and ba&k of all that is the gold, and the proportions e e indicated by

a figure such as this: 4in 1525 we had roughly about & hundred million
deliax%s in subsidiary coins; perhaps four or four and e half billions

in paperllmoney, and something around forty or fortye{ive bhillion dollars
in bank deposits. ©Back of that whole credit money structure there was
roughly four and a helf billion dollars of actusl golds The basic money
which we do not use at all ms individuals is & reserve for this eredit
sérueture an’ the smallness of that reserve, when we compare it to the
alé.ims which are supposed to be considerable, affords us an explanation
of where tt;eéaoney went. Adn we often wonder where it went. Instead of
there being ﬁ;oney, gold, behind the bank deposits, they are chiefly
secured by claims Imown as bonds, notes and oth:r aredit‘ instruments
which others pay to the banks, Gold serves as & reserve for the vhole
for which we have sct up cergnin precautions - for instance, ﬁaper noney
has been secured in this country during recent years by very mearly 100% ‘
gold end the bank deposits are figured at something around four or five
times the golds So, that is roughly what is called the money structure
of the ‘céu!m'y; : TR

| Sxtuxamncy o ues Uhia nonay te Puofittate v daidy tracwe
agtions, If we consider a time or situstion when the econoric system is
functioning fairly smoothly, when most able-bodied m-n are employed at

~ wages that afford them a falrly good living, when industries are operating
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at fairly high capseity at profite that afford e liveli.hoo:i for those
whe have investe_d iz them, commodities mre at levels suffioéq%i:ly high
to afford a living to producers, when the machine seems %o work smoothly
ané ’mrybody is getﬁng elong - some not so well but others better than

_they have a right to expect - in that situstion the money, credit and
- banks.ng 8 uruoture is operating a good deal as to keep the thing
going. Peeple who purchased beyond bhair means for the moment may get

a start and buy shead of time on credit; they may float mortgages or bonds
to construct homes or business, or put in a supply of goode to sell later,
Tha system is composed of a gradual creation of new credits, lergely
thmuéh shnking institutions, end the extinetion of old oredits, so we
have a flow of credit from producer to consumer and back again to the
‘producer, which keeps the machine functioning by serving as e medium of
exchanges That is why I deseribe the banking, eredit and money structure
s an instrusent for integrating the various parts of the machine,

When the gystem is working fairly weli there are éevieml things

that I might eall to your mttention. The first is that debt involves

one of the largest  and most demooratic forms of e-onom'c plamning we

can finds TYou get your salary and spend it in such directions as you choose,

Certain basic obl,igatiens have to be met with pm-t of its The way you
>apFnd the other part determines what g’uods snd servioes can be produced.
if we do not spend our money for them, amd a lot of people do»m;iz, it will
will not be PFOFE 45 produce. . You sse that in the shift from buggy to
automobile® Feople exercised their velce in the matter throuch thelr pure

-chasing pom, and €0 we have an economic plan which

use of the aa&omobile and the decline of the buggy. ”’his is a ﬂamoratio

o 8 -



~ the system.

A8 be .een poods the system becomes mo.s difficult. “e have the

_ aperm:ian

system of plamning under which a person decides what he wanis ‘o preduoo
and how much of it. The character determines our economic produotion.

Ehﬂ: second feature is that th.ie system becomes a means of telling when

you ere getting out of line. .s an individual, il you spend more than you
receive you soon come up against it, end you have to cut down. That shows
your consumption is out of Ine with your production. There is no one in the

eomtmi‘&y who knows whether or not you are exeesding your income, but your

bank:ing mstimtiana' can tell, and they tell in s wey: if you ere spende

ing more than is received there is a flow of ressrve funds f{rom the bank

‘and inmediutély the bankers have to put into operation some means ol shecke

ing that flow. Ordirmrily they do that by cutting down on our loans, and

by cuttlng them down they reduce the volume of spemz » 40 bring the mm= amous
into line, They have to protect themselves and that is ome of the checks in
the ayatam.- |

As between gooids the system becomes more diilfisult. Te have the

operation ofvhet is k.mwn ag the gold standard. Hobody has any idea

whether *hia country is spending too much or tto little in reletion to the
eonditions elsewhere except by watching what is happening to the menatary
roeserves and I might say that the pri.-néip'b function of the gold res rve of &
eountry like ours is to tell whether the cou:;try through its business
relationships with other é@mikries is on év*'aﬁ keel, If i{gnu spend too much
abroad = more then we are producing or sending to them, i
place. So the gold standard, while it was in operation, acted as an indie
eator of‘ the pesition of any given country in its relation to the rest of

the world., That was its ohief function end the chief function of cold itsclfe

o that this sountry or any othor could chenge its ways and get itself in line,
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When & country lo#s any substantial part of its gold supply 1t kmows

it has got to reduce its spending so that it will be producing more and
spending elsewhere less, and the gold gives the indieation whether or not
. thet is necessary. Usually the centrel bank of the eouniry, like the
Federal Reserve of thls country, the Bank of England, ete., undertakes the
responsibility of direeting the cold supply and see that messures are

» taksn so that the trade relationships will be preper as cempared with
other countries. When the gold supply of the mited States is falling
down the eéntr-al bn.nk attempts to restriet spending by restricting
é::‘.;ensioné of eredit, by selling securities in the market or reduecing
_its discounts for other banking institutions, so there is a mesns of

" sontrolling that situation. It worke veyy nieely when the country 1is
running a fairly smooth course without eny preat disturbling elensnts s but
in & time lile the last few years of course it broke dovmn. A1l the world
is heving to pull in its horns, 8o to speak = reduce predii, reduse pro=-
duetion, tend to keep prises up, higher tarif? and rationing of itrade

in order to keep the coumtries from buying too much from others.

‘ in (“rmany we have ail of these at the presents They will only
send you & certain amount of exchance. It is only possible to buy an
amount equal %o ﬁmﬁ is sold abroed, and in addition to that guotes heve
been 8ot 88 %o what can be shipped into i:emaﬁy, no matter ﬁzai: price you
ofer or what quantity. That _.3;5’%" proteet tiw Cerman pold standerd,
They appafontly do not want to po off the gold gtandard elthough they are
ofr, besause if they did the German mark would fall and they would get

into enother spiral of inflation such as that of e few yoars ago.
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One thing also I would like to eall to your attention is
that the mﬁney and banking system, acting as the integratorol the
econom ¢ system, cen get cut of kelter just as eny other mechaniem
but it is not the only pert of the system that does. There is a great
tendency in some quarters to pick o%ney and oredit system as practically
‘the sole réason we are in this terrible doproséion. i want to at least
registez" my objection o that viewpoint beemuse I feel it is plain enoug;h‘%;
that 15 s enly %o of the things. '8 we lock et the eondition of the.
world before the depression we can find plenty of reasoms for it without
iooki.ng; very closely in the bénk:i.ng situation. Ve had that pericd of
‘réeonstruction in Burope when vast carloads of materials were shipped
- from this county in order to recomnstruct after the mi". The countries
of Turope were spending beyond their incemes for the purpose of bullding
up ._ destroyed industries and that developed into a system of borrowing for
things that could hardly. be el@ssified other than luxuries; Letter
transportation facilities, better housing, and a great many projecis which
eertainiy were nob necessary and eou'ld. not be afforded.

In ﬁustm}.ié we had the same kind of development, and we "foun_ﬁ:‘__, :
the same thing in numerous South Ameriean countries. You can keep living
beyond your income as long as you put these thingé to a produetivé"‘use ’
g0 they will carry the debt charges and pay them off, but wheh you borrow
and then have to borrow te pay interest youere headed to break down.

Tgke the skysereper. A large number of our cities deeided upon & program
of extensive bullding end for & period of four or five years vast pfojacts

y e ‘sg
in conneotion with skyscraper developments weperrad:

ede 1 am mot going
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‘to sey whether such things as that wers bad but I do mt to say that P

‘wher.\ a large volume of, aapmtal i‘lm into m&ammtamed ehe.nmx,sf}.iie
3 J N /,
the tramemlnua :lncrea,se :m pavmg and these gmjmts end yo*.i are bound

;_ .

--te have a tvemendeus let-dam in the é;aﬁ;stries which supnlx, the matari.ala ‘
ami ﬂaabor. Ii-. is alsnost preeiev“ly the same thing as war « whore you d!.wgt

.'mn and materiala %o uaes tha{: ere abnormal, and then when war is over

‘ ,__*bheg éa&z bacls HWe devuloy & new type oi’ econonmic struaturs duriw this
period. *x'hen the damami i‘or these supplies and materials of war ond
tha mté&ials need 4 for a large cans‘bruction progran lets us there is
~.mun£i be s let down in the system %mich will have to digest e new
set; of sonditions and try o work out some normal plan of opesration.
8 havé hed 81l of these in the latt few yoars and they go far in explaine
ing the depression. }
e Thet is not to say, however, thaet the credit system or banking
system may not have its part in such a deeline. Any system which when
opérating ‘succesafully integreates the various perts can also disintegrite
the parts. Eﬁz&enoe has been brought out that the banks of the country
had gotten into some methods éf finance that were not very sound end 'iﬁ
this way contributed materially to the depression. .‘:‘ﬂzen the banks came to
the polnt where they were unable %o meet their oblifratiens the depressiﬁ;
of 9urche§.ng power mraaantad by deposite of these banks acted as a
tremmdoue datarren‘!: to u-ade, because it cut so heavily into the neoples'
purehasng power. :
1 would 1ike to refer briefly o some of the memsures taken

to try Yo get us out of the depression. The couniry of courpe, went



Argentind went off the gold standard and in 1980
. went off, In 1931, England and Sweden and a considerable number of others.
- Ve followed in 1933, so simply going off the stendard was nothing new.

In thééee other countries the situation had been roughly thiss as the

depression came on, these countries, particularly Australias and 5
found that their exoaange was going heavily against them owing to tho

fact that they were mainly suppliesis of raw meterials. Perheps some of

noticed the tremendous growth of basic supplies in the form of -
surplus i%gggmulations prior to the depression. That growth mg' instrunental
in causing prices of basic commodities to fall. In countries like 'razil

- which exports cattle, end the Argentine which exports ogﬁie andi wool,

and Australie which exports wool, wheat, ete., they found the price of
their commodities falling and they were getting less for them, Immediately

that showed wup in & loss of gold reserve of their countriese It wes Bame

time before the central banks took measures to proteet t‘ne gold s
by that time the g;o!.d aupp}.-y of Brazil wes totally exhausted, end thatef
Argentina and Australia practioally exhausted, end the situation still kept
u’p. They got to & piﬁee where they saw they were going to lose control end
s 't:hsy sbappad trading. Immediately £hé exchan-e rate went against them.

‘:hay were forced off Bzr the world fall in the gold prices of their raw

'materials « Industrial products did not fall neurly 80 much end the i

A ehasea were maintained &t a high level.

when Englaend went off the pold standard the situation of the wald
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became & great deal worse and in addition there was & growing doubt as

to whether she would be able to pay her obligations. She has been in &
large sense, éhe world's banker. Many South Americsn countries kept a
great amount of their gold%: their own vaults but in ﬁ‘ngland, so when
they begﬁn t fear Bngland would go off the standard they started to
 withdraw this money , énd yéu may have noticed that the loss was to great
the Covernment hed to step in and prohibit them. There was snother instance
of a country going off the g;éld standerd in order to conserve what gold it
hed left. :

" our condition was & little different. There is still doubt es to
whether we had to do it or nots Te had a very large gold smppl&. although
there were losses and a growing demand to export gold to France which was
not suspected of being ready to go off the standard. Te deecided to g off
the stendard to pet a coriain priee rise which came tﬁrough going off the

standard. The agﬁ;aammulike thiss when the

falle in foreipn
markets in order to sell the sccustomed supply of gooda we s8till can only
charge what we have been charging and thet tends to fix the price level
for the prodaét not enly in those countries but in our owvn as well.
When-the déllar felle in value one pound in Britedin is not worth any more
than before so the prices of comm~dities in *ghose gountries nia.y rise

end that is what happens to the products we exporteds ¥heat snd cotton . - . -

were outstanding etamzalee; they rose almost exactly in price equivalent

to the dpgmntton af‘ the dollar and otzher oemd:ﬂitios which were affected
by other oaﬁdi*&ioas rose more or less; some thmgs did not rise at all,

e had e system of prices which responds to any influence of that kind.
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many prides move very slowly in onme direction or another but in coumoe
dities of international trade going off the gold standard causes a great
rise and thai involves commodities imported as well as exporied. 5o in
an effort to raise the yrice level of this country we went off the -old
standard., First our exchange fell and we tried to drive it further down
by adopting the gold purchase scheme = we said we would givé s0 many more
-fdollare for so much gold, and finally, after a period when the exchange

: had been relative!.y stabilized, we reva.lused. I aspume we did that,

gave a new metallie con'bent to the doller, because it was held in so many
quarters that people were so alarmed by the chamincvalue of the dellar
that they were afraid to inveat; The unocertainty of the situation prevented
investment and eonetruoﬂan that we felt were neeesaary. to & restoration
of our prosperity. I assume thet was one of the major reasons they ree
valued the dollar at 5.7 of its former value,. if course, you- know that
it had been at that value before we revalued it so far as iis exchange
value was concerned. We simply said that if we ever do go back on the
gold standard the content of the doller u;n e ml).&r than it has been
before. Having done thet it gave & basis for other eountries for to i:ica_t
people teking definite action indiocates that %11935 something pretty

bad comes up lv‘la -ara going to lejsw'-tmt velue where it is, so other
countries have something fairly definite to tie to, which is one influence
toward stabilisation. The other countries will have to adjust thelr

curpencies entindy t- meet this new dollar situation. %éing;lsnd has recently
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been moving in that direction. France hes teken no mowe

apparently in many respects fimding herself in e harder poéit!.on than
ghe wanbs and it mekes it very difficult for her to get a volume of
trade. CGormany 45 in such e situation and there is no alternative.
You will find a considerable reflation of currencies over & large part
of the worlds In many countries no deé’a.mte reflation will be necessary
except that they will simply go on the gold standerd at the exe hange
v-lues they now have. It seems very doubtful that France, Cermany
will be willing to leave their currencies at their present values.

it is entirely likely they ‘will find the countries with deprecisted
eurrencies will be able to export and any country whose goods and
currencies are undervalued will outsell them and get the business, so

the reserve will flow to those other countries. It looks as il the

B gy old
ﬁ’aited States will be a sinking pot 1‘o:~g uniess relfation takes place.

* 1 have rambled here tryinz to touch in general some of the
things in which you might be interested end I think I will throw§ the

meeting of now for discussion.
eI

q = Talking conditions as they are actually today, what

effeot, if any, would the exportation of gold from this country te other

couhtms have upon the value of our dollar in international exchange3

Would it pgo wp or dwm and why?
A « Before we exported gold there would be mtur&lly some

rall in our exehnnoo. The export of gold does not talm place without

some fall s 80O thwh would be one of the first things that would heppnes

olﬁu



Tt weuld be practiocslly megligivle. The next thing would be a tendemcy

of the gold that we shipped abroad to build up the gold rescrve of those
comtries, That would ease their banking atmt%'e end ease their

exchange 4 tuation, and it micht tend « probebly would = to foment some

7 additional business. Our loss of the gold in any moderate amount {(and

| we could export a éouple of million ddlars without any fear at all)
would not csuse mny eredit trouble in this country. Ve have one or two

" middle dolh.rsr gitting idly hers., I ghould think thet shipping abread
ought to serve some impetus to price levels if there ls a trade demand,
They may, of eourse; be in the same situation at present that we are
with & omdiﬁ basis for credit expansion that would support a volume of
business several times as great as in 1920 that we cant get into use as
there is no demand for it. I can say with certainty that the flow of
gold ebroad will increase their credit besis and put them in e position
where it would be en aid to recovery. -
Q = What ef'fect would it have on our dollar?

A » As long as 7that gold it would simply stay at the

same figure unlces the mn;y mght go to countries which are not on the
gold standard. That would have the effect of Strengthening their exchange
and lowering ours althoug it would not necessarily lower it in terms of

gooda on & gold basise

' the reason

t

Q - Tiould you say semetni.g please ebout silver
for the establichment of & new ratiol

A - Siléar, of course, is not primerily an economic question.
I think it is primarily e politicsl ome, Ther: is only one importent
silver ‘uain,g country in the world, and that is China, where it is used as
ﬁmmey of the country, Those who have advocated the remonetization of

P RN RS
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silver have done it on these amounts thet are in @1193 and ‘ve also
pointed to other countries which do not use silver extensively a5 money.
They say thet silver is falling to such a low value thet the monoys of
those countries have no purchasing power and sonsequently we ean't sedl to
them. They can't buy £ om us beeause their money has fallen so low. That
invél'ves_ a fallacy of thinking because tl;m Chinese for years have been on
an import basis rather than an export basis which shows they do not pay 1
.Por their exports of silver. The reason why foreign trade went off so
greatly is thet China is an exporier mostly of rew materisls and an importer
of finished materiéls ,end rew materials are much more sensitive to price
fluctuations than finiahed. Her exports fell down in price more then her

en unfavorsble positions The same is true of

'gAu.tstralia, Braszil and tha'mkrgentine , 81l of them being supplies or raw

materials. They had the seme thing although they had & %i?ferant monetary

eys;cemu | .\\
One of the remsons cited for the remonectization of silver was

to give those countries using silver increased urchasing power and itbx;y

interest you to k:mw that f‘him registersed a protect against that and at

the present time the price level is falling as a result of credit rastricﬁm

boeause & rise in the price of silver in China has the same effect as

 rise in the priece of gold in this countrye The more valuable gold becomss

the less valuable other produects become in tsmﬁ of gold, which means that

the prices falle They are having deflgtion in China at the present time

just as we did, because of the rising price of gold. HNaturally they do not
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like that and it will heve the effect of curtailing business aotivity, some
effest on employment, so the chances are it will be more of a deterrent

for + rade than en side It will help certain eountries that hold or produce
silver for export. Tt will help Hesieo in the game way s the rising priee
of wheat would help us. Indie would be happy bto dispose of her silver stocls
to ui Spain has a good siszed silver steok but so rar as this country is
concerned silver if mainly a by-prosiuce snd the rising price may help aomewhat
the silver producing stetes. The poliical leaders feel that it will help them
and, owing to the represeﬁtatiou from the silver using stetes they have a
pohtica] power tha.t is somewhat out of relation to the population. So

I think the politieal influence is more important than the economic one
‘134 ecausing silver to be purchesed with a suﬁgarficial velue placed upon ite

: Q = Did lowering the gold content of the dollar have the dedired
eifeet = the one that the economists predicted.
| A » Thet is & matter of debate. Doctor Tarren, whose brain-child

it was, said it did have the desired effect. Yost economists would say it
did n'ot-.' You would have to know what the desired effect was. It had the '
effect of‘ raising pg{oaa thg*%tggtered into intermationel trade but only to

a modsrate extent in other eamodities. I would &y there is mo question
but that some inorease in prices took place as a result of going off the
gold standard. Pefsog;ally, I do not i;hink it was what was expected. I

do not thinmle it emounted to enything like whet had been expected would be
the '‘case. '

: an
Q « Do you feel that thg ettempt to create a rise in prices
i 4 i :
nsofar as these lagging items, such as the cost of living, are concerned?
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A = I think in these iégging items, much would depend upon
whether this deteil is worked out on those ®ings that de not lag. You
speak of prising prices in the lost of living. I do not' see how there can
e any-bhiné other than an advance in prices -« not just here, but all over
the world. I do not know when end there may be hitches before it comes,
but I think thet ultimately the chances are strongly in +t at direction
for the reasox; that we ha ve recently gome off the gold stendard end I
thinlc other countries will have to revalue their currencies. There is the
 oredit basis, the basis for credit expansion which, other thimgs permitting,
will efford a very great expansion of activity. I am somswhat orthodéi;z o
which just means old«feshioned - in my views of this thing. I think,
given tinme, almost any situation will work itself out and whether we have a
recovery program or not, given time, we will amné;e ourselves and get on
with progress. I look, eitker through the recovery programs or through
the worﬁcing itself out process, for us to gst on & basis where profits can
be made, it will be pesesible to expand business, ahd within a couple of
vears I think we will see things moving on a more setive scale aend prices
advancings

Q= Vhat restraine a sountry from inflating its curremey to get
the world merket? - ‘
A = This is the restraint. You can only inf&ize & piven emdunte
You blow & tire up to 85 pounds. and then stop. IHowever, you delnot havé as
good a regulator on this sort of expansion as you have on & tire. You may
blow the tire éuk. Take Germany, for instamces She would rather have the

present bad situation than to heve another inflatiom such as she hed &
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few years ago. Thers the situation ran ewsy with itsclf. The people

of France feel thet even as they are today they would prefer 1t to rumming
the risk of inflating the franc. Thers is this much to be saids .those
countries at the time of the inflatlioms were having a very diffieult time
balencing their budgetess They éxmld not keep their expenditures within
their ineo-es and they issued bonds. The central banks took those and £ave

the Govarhment eredit for th

:: _which the Gover-ment then spent and that

;Et. As prices sterted to

spending reached a point where they sould not s@
‘rise the people began saying that these highsr pricas would mere the Coverhe
ment spend even more money end the situaton grew worse. Ye heve in this
couniry éafeguards that some other countrieé gb not have, Ve have a lot of
gold that could be used to out out our budget derisits

Q = Yhat will happen to the present gold money we have? For
instence the present ten doller gold piece is worth §l6.85 in goid. %ill
it have to be m&%ﬁ&“

4 = There is gold out thet vnll have te be burned eut and I expeet

that if we do coin zold ugain it will be a different size, and enybody who
tenx‘ie:“s' gold agein will have to, in & sense, bootleg it or seélit "
who will meld it down. A It is mot cortain we will nin&a new gold coin at all.
Ye do ne£ have #mch use for them except at a time wen people are making a
run on the banks. It isprimerily used for shipment&‘beté%ﬁeen sountries.

~ Vhat do they do to keep momey in His comtq;" If you wish

%o h\zy & draf’i: on London you have so sign a certificate of we sorte
A » It would seem that this restriotion was to put the Goverrment

in a fgesitim to prevent the loss ,c}f gcﬁ. If that draft were _pfeaanted in
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Leadan 3+ would ecounstitute a basisior the loss of golde

g - You mention the fact that loens had been made %o faraign

' eountries for certain social purpoces as distinguiched from sconom'e

purposes, 1Is thers 4ny understandeble way in which it would e possible
for these ommtriss to go shead end pay off these bénds or should we
write them off as debis.

' A » That is & moot guestion end I can only zive my view of ite
i do not see any carthly way for these countries to pay off these obligae

tions unless they should fﬁ@ 47 80110 policy like France followed in the war,

develue their currencies Yo & basis where fhey wuld have the adventese in

fm:%égntrade and then be able to exert & pull of gold toward them, and use

that gold to cut down their obli*ations abrozd. Thers you run right smagk
into the disinelination of any nation to sell its goods there, so I think
it depends entirely upon whether we are willing to acecpt imports, but
personally I do not know as I see no reason we ought to try it. I think this
untry is very naturally a oapital noommzlatmg.oauntry now and with &
forein loan policy on & sound baé&s wo ought to &ry to eollect service on .
the debts It would mot have to be in the form of gold. The only they soid
pay would be in the form of exports and our industries do not want theme
Insiead of thinking sbout ecllecting the debt \it would be & great deal

botter to see if some arrangsment eould not be made to collect the serviee

" on it and be & espital export seuntiry in the future. Eoonomieally we

have reoached thet stage in ouwr development.

colonel Jorden: Professor Garleck #@rant to express the appre-

oiation of this Uollege for this very fine presentation.
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