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“Democracy has no more persistent or
insidious foe than the money power, to which
it may say, as Dante said when he reached in
his journey through Hell the dwelling of the
God of Riches, ‘Here we found Wealth, the
great enemy.” That enemy is formidable
because he works secretly, by persuasion or
deceit, rather than by force, and so takes men
unawares. He is a danger to good government
everywhere.

“The truth seems to be that.democracy has
only one marked advantage over other govern-
ments in defending itself against the submarine
warfare which wealth can wage, viz., Publicity
and the force of Public Opinion. So long
as Ministers can be interrogated in an
assembly, so long as the press is free to call
attention to alleged scandals and require
explanations from persons suspected of an
improper use of money or an improper
submission to its influences, so long will the
people be at least warned of the dangers that
threaten them. If they refuse to take the
warning they are already untrue to the duties
that freedom prescribes.”

—The late Lord Bryce in
“Modern Democracies” (1921).
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INTRODUCTION.

This book tells the story of who caused the slump
and how they caused it, and it directs attention to two
simple steps that can be taken to save our farmers and
traders. '

No greater mistake can be made than to suppose that
the present slump in commodity prices is due to blind
economic forces. The depression from which we now
suffer is due to an artificially induced variation in the
purchasing power of money. In these pages will be found
ample evidence in support of this statement. The quarter
from which the trouble is coming is indicated, and the
amazing manner in which the machinery for monetary
control of the world was established is traced out. The
story of the slump is essentially a story of men and their
motives. Some of those motives, such as declarations of
hostility to the British Empire, and action inimical to it,
are matters of open public record: others are a matter of
speculation.

The facts set out rest upon unimpeachable authority,
and the sources are given throughout. Any reader who
has access to a large library can verify them all for
himself, and by a little research would doubtless uncover
much additional matter supplementing and confirming
what the present author has assembled.

Nevertheless, one may search in vain through the
newspaper press, through the utterances of public men,
through practically the whole current literature of today,
for any reference to these central, pivotal facts governing
the whole world price level and the financial and
economic situation today. Why this silence?

The answer is that the most potent forces in the world
today are forces that do not work in the open. They
could not work in the open: for if they did mankind
would not for one instant tolerate their continuance. It
is essential for the success of their plans that the people
of the world should be unaware of the chains that have
been made to enmesh them.

A small number of persons in different countries have
shown by their utterances that they are well aware of
what is taking place——or, rather, has been taking place—
for the chain of events extends back over a long period
of time,



Three-quarters of a century ago Disrasli told Britain’s
House of Commons that “the world is governed by very
different persons from what is imagined by those who
are not behind the scenes.”

In a recent interview, General Ludendorff, chief of
the German General Staff through the war, declared that
the world today is ruled by “secret supra-national

powers,” “the same diabolically clever wire-pullers that
brought about the last cataclysm.”

In the London “National Review” six years ago Mr.
Arthur Kitson wrote about “Our Invisible Rulers,” and
in other articles has expounded this same theme.

In giving evidence before a United States Congres-
sional committee in 1926, Mr. Western Starr, head of
the United States Farmer-Labour Party, declared that
unless a certain group of men, whom he referred to as
“these old men of the sea,” had their power curbed the
world would be plunged into another war, compared with
which the last war would be “like a Fourth of July
picnic.”’

More cryptically, but none the less significantly, Siy
Josiah Stamp, one of Britain’s foremost business mer-
and economists, has expressed the opinion—remarkablc
as coming from a director of the Bank of England—that
money, after having brought civilisation to its present
level, may well “actually destroy society.,” When the
reader has digested the facts herein assembled this
statement may fall less incredibly on his ear.

It is impossible to maintain our country in a state of
security unless we face the facts and conform to reality.
Our national peril is that we are ignoring all the vital
facts of the situation. Our enemies are none the less real
because their ways are hidden ways. But they are a
thousand times more insidious. What the war failed to
do they seek to accomplish, and their ambition is to
shatter in bankruptcy and ruin the once-splendid fabric
of the British Empire.

A. N. FIELD.

Okiwi Bay,
Croixelles.
February, 1931.



CHAPTER 1
SOME FACTS ABOUT MONEY.

Before we can get very far into this matter of the
price slump it is necessary to bear in mind a few simple
facts about money. Contrary to general belief the
essential facts about money are really quite simple and
capable of being understood by any person of ordinary
intelligence.

The chief thing to remember about money is that the
more there is of it the less it is worth, and the less there
is of it the more it is worth.

That is to say, if everybody woke up tomorrow
morning and found himself or herself in possession of
twice as much money as he or she had the day before,
what would be the position? Jones and Brown, we will
suppose had planned to go to an auction sale to buy a
house. Both are keen to get it, and each finding himself
in possession of twice as much money as he had the day
before lets his bidding run higher. Multiply this all over
the country, not only with house property but with
everything else, and the net result will be that the price
of everything will—after a time—be just about double
what it was before the money was doubled. That was
the situation we had just after the war when the price
of everything went sky-high.

We will now suppose that the situation is reversed,
and that we all wake up one fine morning—as many oi
us have done—to find ourselves in possession of half as
much money as we had the day before. Naturally we
have to make that little go a long way. Jones and Brown
probably both decide that they can get along as they are
and that buying that house must stand over. Everybody
else is of the same mind. Gradually, after a time, the
price of everything will drop to somewhere about half of
what it was before the money supply was. cut off.

- Fortunately these changes do not happen uvernight
—or very rarely do—but they do happen rapidly enough
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to cause enormous dislocation of human affairs. For
instance by the early part of 1920 a British pound would
buy only about 40 per cent. of what it would buy before
the war. A few months later it would buy two-thirds of
what it bought before the war, an increase in the
purchasing power of money of 65 per cent. in one hit.

Moreover, in our illustration we have supposed that
when the supply of money was doubled or halved every-
body found himself and herself possessed of twice as
much or half as much as the case might be. The
disastrous thing about these increases or decreases in the
quantity of money is just that they are not shared out
evenly. Some people get more than their share and
others get less. When money is plentiful everyone who
has things for sale can put up his prices without more
ado. But people who have to depend on money payment,
the amount of which is fixed by contract or custom, find
themselves very badly off. They get the same money
income as before, but as the price of everything is up
they are in a bad way, and maybe what was a comfortable
income before becomes quite insufficient to live on. In
the end everything adjusts itself, the old contracts run
out and are renewed on a new basis, and fees and other
charges fixed by custom are raised. Before this is done
a great many people will probably have been ruined
through no fault of their own and thrown into poverty
and destitution.

Both these processes — increase (inflation) and
decrease (deflation) of the currency—are great public
evils. Of the two deflation is by far the worst. In an
inflationary ﬁperiod the active people who are producing
things benefit and. the inactive and unproductive people,
such as the drawers of interest, are injured. In a period
of deflation, such as we are now experiencing, it is the
other way round, and the active producers suffer, while
tll:e people who live on interest receive more than their -
share,

For instance, let us suppose that Farmer Robinson
had bought a farm five years ago, and had figured it out
that of his gross income one-third would pay his
mortgage interest bill, one-third would keep him and his
family, and the other third he would have free to put
back into the farm. Very well, we will next suppose—it
does not need much supposing—that Farmer Robinson’s
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income from his farm has fallen 50 per cent. by reason of
the decline in the prices for his produce. For every £100
that formerly came in only £50 will now come in. But
his mortgage interest bill will still remain at the old
" figure and out of every £50 he receives he will have to set
aside £33 6s. 8d. for his mortgage interest. This will
leave him with £16 13s. 4d. to carry on with in place of
the £66 13s. 4d. free income for keeping himself and
improving his farm that he reckoned on five years before.
In other words an interest charge that formerly took
one-third of the farm produce to satisfy it now requires
two-thirds of the shrunken income.

Taken by and large that is what the farmers of New
Zealand are up against today. The amount of money
they are receiving for their produce has shrunk to about
half what it was, and an altogether disproportionate share
of that reduced income is swallowed up in mortgage
charges. If the farmer cannot meet those charges his
equity in his farm vanishes, and whether he remains on
his farm or goes off it depends on whether his mortgagee
thinks it more profitable to turn him off now or leave
that over till later when the place can be sold up to better
advantage. If he remains on it is only because he is
willing to work for less than wages.

That the farmer’s equity in his holding should be the
first thing to vanish when a period of depression arrives
is a morally vicious thing, and wholly opposed to the
national interest. It is due to the fact that we live under
laws that have been made at the behest of money-lenders
in the interests of money-lenders.

The next point we have to consider is how these
changes in the purchasing power of money are brought
about. They are part of the price the world is obliged
to pay for that disastrous modern invention, the Gold
Standard. In countries that are properly on the gold
standard every person who has a money claim on another
can demand payment in gold coin. In a gold standard
country anyone can take gold bullion to the mint and
have it stamped into coin on paying a small fee.
Altogether there is about 2,000 million pounds’ worth
of monetary gold in the world. Practically the whole
of this, or, at any rate, by far the greater part of this gold
is private property. At the end of 1929 the gold holding
in Britain was about 150 millions. At the same date the



14 THE TRUTH ABOUT THE SLUMP

British National Debt, payable in gold, totalled about
7,500 millions. That is to say, the British Government
alone owes three and three-quarter times as much gold
as there is in the whole world, and fifty times as much
as was held in Britain. And this debt is but a drop in
the bucket of the total debts payable in gold.

In -face of these figures the gold standard seems an
incredible thing. It has been described, and not unjustly,
as a fraudulent standard. It works only so long as no
more than a tiny fraction of the people who are entitled
to be paid in gold actually demand gold. As soon as any
number of them demand gold the only thing the banks
can do is to shut their doors and suspend payment. The
whole thing is a sham and a fraud from top to bottom
and has been the cause of more misery and wretchednes
than probably any other human invention. :

As the amount of gold is entirely insufficient for
monetary purposes a vast superstructure of paper money
has been built up, all based on this 2,000 millions of gold.
First of all there is a limited amount of paper money
proper in the form of Government or bank notes. On top
of this there is that other and immensely more important
form of paper money, the private cheque, in which the
great bulk of payments are nowadays made.

In gold standard countries the total volume of notes
in circulation and the total amount of cheques that may
be written are all regulated by the gold held by the
banks, The ratio of notes to gold is almost universally
fixed by law. Banking policy usually fixes the ratio of
cheques to the cash holdings. In Britain and America
this cheque or credit currency usually stands to cash in
the ratio about 7 to 1, but the figure is very variable.

This cheque or credit money is an elastic thing. The
banks create it whenever they make an advance on over-
draft. When bank advances are increased the quantity
of money thus increases. To express ourselves more
precisely we should say the purchasing power of the
community = increases. If there is no corresponding
increase in the quantity of things purchasable this means
that the general price level goes up, and what is
described as an increase in the cost of living takes place,

_ On the other hand, when a bank calls up an advance
it reduces purchasing power and decreases the quantity
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of money. If the banks make a general move in this
direction the purchasing power of the community shrinks
and the general price level falls.

In speaking of prices and the price level the reference
is, of course, to prices as a whole, not the prices of
individual commodities. As Professor Irving Fisher has
pointed out in his “Money Illusion,” there are two kinds
of movement in prices. The price of every individual
marketable thing keeps bobbing up and down like the
waves of the sea according to demand and supply and
cost of production. Less noticeable, but much more
important, the whole level of prices rises and falls like
the tides of the ocean. It is only since the invention of
index numbers that it has been possible to measure this
latter movement. It is by far the most important move-
ment. Every Government in the world now compiles its
official price indexes. In New Zealand our Government
Statistician compiles several. These indexes are compiled
from scores, or usually a hundred or two, different prices,
and show the movement of prices as a whole.

When money is based on a commodity—and not a
particularly useful commodity—such as gold, changes
in the value of gold can only express themselves by
changes in all other values in relation to gold. When
gold increases in value, a little gold will buy more, and
the only way gold can buy more is by the prices of other
things falling when expressed in terms of gold money.
When gold declines in value, it takes more gold to buy
the same amount as before, and in a gold standard
country the only way this decline in the value of gold
can find expression is by a rise in the price of things.

We have now reached a point at which several
important facts have become clear. We have noted that
there is in the world only about 2,000 millions of
monetary gold, and on top of this, like an inverted
pyramid, is erected an immense superstructure of credit
and trade. If those who own this gold withdraw it fromn
the banks and lock it away, the banks to escape bank-
ruptcy, must curtail their loans, which they promptly do
by cutting down overdrafts. This, as we have seen,
reduces the public’s purchasing power, and with reduced
purchasing power prices must tall, and an era of trade
depression set in,
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CHAPTER 1I.

ONE COMMODITY CONTROLS ALL.

That money is more unstable in value than goods is
a thing that few people realise for the simple reason that
the only way a change in the value of money can find
expression is by a change in the prices of goods.

The British pound is fixed by law as being 113 grains
of standard gold. Except that eggs are cumbersome to
carry about it might just as well have been decreed by
law that a pound sterling was to consist of 113 eggs.
Thereafter the price of eggs would always be nine and
five-twelfth dozen to the pound. Everybody would say,
“How stable in price eggs are: everything else goes up
and down in price, but lo, behold, you always get 113
eggs for a pound note.”

A little reflection will show us that as a pound had
been decreed to be 113 eggs, eggs could never be any
other price than 113 to the pound. Nevertheless if the
fowls stopped laying and eggs became scarce this fact
would not prevent the owners of eggs asking more for
them. But if they gave only one egg for an article for
which before the price had been two eggs, the result would
be that expressed in terms of our egg pound the price of
that article was reduced by half. That is exactly what
happens when gold is cornered up and becomes scarce.
The price of everything falls when expressed in terms of
gold, that is in terms of money.

To control the price level, therefore, all that is
necessary is to control gold. If you can control gold you
can make a general fall in prices by locking the gold
away, and you can make a general rise in prices by
letting the gold out again. Incidentally, if you had this
power you could make much money by buying when
things were cheap and then selling again when they were
dear. If instead of money you desired power you could
buy up the industries, and all things whereby men live,
during the periods of depression which you would create ;
and during the periods of prosperity which you would
create you would be able—from the profits made by these
industries you had already bought—to buy up more
industries in the next period of depression you would
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create. This process you could repeat until you finally
came to own everything that you considered worth
owning. . In the end you would practically own the earth,
and though but a private individual owning shares in this
and that you would be more powerful than any govern-
ment in the world.

That the main cause of periods of depression is not
sunspots, as some people have fancied—or over-produc-
tion or under consumption, as others hold—but is due to
changes in the value of money is a view now widely held.
For instance, let us consider the report of the Committee
on Stabilisation of Agricultural Prices set up by the
British Government and whose findings were published
in 1925. That Committee said:

“Historically it is the fluctuations in agricultural
prices as a whole which have been of the greatest im-
portance and have had the most far-reaching conse-
quences. The explanation of such general variations in
prices is properly attributed to monetary causes—that is
to say, the changes in the total available means of pay-
ment in a community to the total quantity of good and
services to be marketed.”

In the course of its report the Committee went into
the matter at length. It said:

“The history of agriculture since the Napoleonic wars,
disregarding minor booms and depressions, may be
roughly divided into five periods of alternating depression
and prosperity, namély, 1820-50, 1850-74, 1874-96.
1896-1920 and 1920-24. A study of these periods can
leave little doubt as to the disastrous consequences to
agriculture of the variation in the purchasing power of
money.

“In the past hundred years the three severe and
protracted  depressions —the first following the
Napoleonic wars, the second after 1873, and the third
following the European war, have in each case been due
to falling prices. We do not propose to give a detailed
analysis of these periods of agricultural history, It is
sufficient to mention that in each case there was a
profound disturbance of monetary conditions. In 1819
an Act of Parliament restoring the gold standard brought
about a drastic restriction of the monetary circulation, as
a result of which the prices of all commodities, including
the products of agriculture, declined very rapidly. 1In
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1874 the adoption of a gold currency by many countries
of the world caused a shortage of gold, with the result
that prices fell in all gold standard countries. In 1920 a
policy of securing a gradual return from a paper to a gold
currency was put into force with a similar result on
prices. 'We need not describe in detail how these events
worked out in the case of agriculture. The depression
of 1920-23 has been dealt with elsewhere, and we attach
to this report 2 memorandum setting out more fully the
connection between monetary events and the condition
of agriculture between 1874 and 1896. All we wish to do
here is to call attention to the fact that in each of these
periods the depression of agriculture was brought about
by a general fall in prices, and that these price move-
ments had their origin primarily in monetary causes.

“In the crisis which followed the Napoleonic wars, and
in that after 1874, agriculture was reduced in many
districts to a pitiable condition. In both cases much
agricultural land was abandoned or greatly deteriorated,
and the hardships caused to the rural population can
hardly be exaggerated. If in the case of 1920-23 the
losses and sufferings were less severe in spite of the very
rapid fall in prices, it is because the crisis was preceded
by a period of very rapidly rising prices during which
large profits were made by the farmers. The majority
were thus enabled to survive the severe slump which
succeeded it.

“It is, however, only necessary to study the history
of agriculture during the nineteenth century to see the
demoralization and other ill effects of a depression that
did not cease with the end of a period of falling prices.
The alterations in the character of farming, the deteriora-
tion of large tracts of land, and the demoralization of the
working population, have left their marks on the industry
long after the causes which brought them about have
ceased to operate. In short, the history of the nineteenth
century seems to show, in a manner which is beyond
dispute, that variations in the purchasing power of money
have been responsible for greater misfortune to agricul-
ture than has arisen from any other single cause.”

- That is a clear and emphatic enough statement by a
British Government Committee. Equally emphatic is the
view of the Rt. Hon. Reginald McKenna, formerly
Chancellor of the Exchequer in Britain, and now chair-
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man of the Midland Bank. In his annual address to the
shareholders of that institution in 1926, Mr. McKenna
expressed the opinion, frequently repeated by him, that
almost the whole of Britain’s post-war trade depresswn
and unemployment has been due to mistaken monetary
policy. In his 1926 address Mr. McKenna said:

“TIs there then any other contributory cause of this
long continued trade depression? . . . 1Is there
indeed, any explanation at all, or is it a haphazard affair
nobody can understand and which we need not trouble
to investigate? There is in truth no mystery in the
matter, and in dealing with any country but our own we
should not have the slightest difficulty in forming a right
judgment.. When we ourselves are not immediately
concerned we recognise at once the influence upon trade
of monetary conditions and policy . . It is only when
we turn from foreign countries and come to consider our
own case that we meet a certain reluctance to discuss the
effect of monetary policy upon trade and employment.
That such influence exists is not cdtegorically denied, but
the subject is too often treated as one best left a]one, lest
we be led to unorthodox conclusions.”

This last remark of Mr. McKenna’s makes it interest-
ing here to interpolate the following from an article by
Mr, Arthur Kitson published in the “National Review”
for March, 1925:

“Those who wish to understand the mysteries of
money will never succeed until they realize that money-
lending is a business run solely for the profit of the
moneylenders, and therefore all rules, laws and so-called
prmc1ples governing finance are in reality devices for
giving the members of this profession control of their
business. In this respect the control of money and the
means adopted are not dissimilar to those necessary for
controllmg wheat, cotton, wool and any other com-
modity.”

A foremost American authority expressing the same
view as Mr. McKenna is Professor Irving Fisher,
formerly Professor of Economics at Yale University, and
who is described by Sir Josiah Stamp, a director of the
Bank of England and himself a much-quoted authority
on economlcs as representing the “best informed
opinion” on the subject of money. In his book, “The
Money Illusion,” published in 1928, Professor Fisher
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pointed out that the statistics of the International Labour
Office” at Geneva showed that in 1919-25 monetary
deflation occurred in 22 countries and was followed by
depression of trade and increased unemployment in all
these countries, with three unimportant exceptions. In
the United States and England the deflation of 1920-21
threw millions out of work. In England, the Professor
points out, a second deflation was brought about in
1925-26 to bring the pound back on the gold basis. Again
came unemployment and labour discontent, and the
biggest strike in England’s history. “Of course,” adds
Professor Fisher, “other causes were involved, but de-
flation was a powerful factor, and all the more powerful
because hidden from view by the Money Illusion.”

The “money illusion” referred to by Professor Fisher,
is the illusion from which we all suffer, that prices rise
and fall but money remains unchanged in value, whereas
the truth is that our gold money is one of the most
unstable things in the world.

In the front rank of European economists is Professor
Gustav Cassel, of Sweden, In the course of some lectures
which he delivered at Columbia University, New York,
in 1928, and which have been since published under the
title “Post-War Monetary Stabilisation” (Columbia Uni-
versity Press, N.Y., 1928), Professor Cassel said:

“What we call the general level of prices is, in fact,
merely an index of the purchasing power, or value, of
money. But the value of money cannot possibly be de-
pendent on anything but the supply of money in relation
to the demand for money. Even the value of money must
follow the general law of supply and demand. The
prevalent notion that the general level of prices is deter-
mined by a number of other factors, such as the cost of
industrial production, ocean freights, etc., must be
relegated to the domain of economic dilettantism.”

Of the post-war return to the gold standard, Professor
Cassel says (p. 34):

“Theoretically this was not necessary. The world
had a system of paper standards, and if each of these
paper standards had been simply stabilised at a certain
purchasing power against commodities, the world would
have had a satisfactory monetary system. Stabilisation
did not in itself require that the separate currencies
should be bound up with gold. . . .
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“The gold standard is, however, by no means an ideal
standard. The value of gold is subject to variations
which cause serious difficulties to every country the
economic system of which is built up on the basis of a
gold standard. The modern gold standard dates from
the Napoleonic wars. . . . Apart from the short-time
fluctuations of the price level, attributable to trade cycles,
great secular alterations in the purchasing power of gold
have taken place. When, for instance, the index figure
of Sauerbeck fell from 111 in 1873, down to 61 in 1896,
this is sufficient to prove that gold is no reliable measure
of value, and that even with a gold standard economic
life is exposed to serious disturbances having their root
in an unstable monetary system. The period which I
mention is known in history as a period of prolonged
economic depression. The generation then living had to
pay a very heavy price for having built up its monetary
system on a unit which could almost double its value
within a quarter of a century.”

Later on we shall see from documents which have
been quoted in the United States Congress that the money
interest itself recognises very clearly the importance of
being able to control the quantity of money,

To understand the price slump it thus becomes neces-
sary to trace out the mechanism by means of which the
quantity of money is controlled and to learn what we can
of the men who operate it.
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CHAPTER III.
SOME TRICKS OF THE TRADE.

The modern gold standard is the invention of a British
statesman on the advice of a British banker. That
statesman was Sir. Robert Peel, whose own father
curiously enough regarded him as a financial lunatic, and
the banker was Samuel James Loyd, better known as
Lord Overstone. In 1816 Lord Liverpool’s Government
had demonetized silver as legal tender except for small
transactions not exceeding £2. Prior to that date gold
and silver ranked equally as legal tender in Britain, as
they did for many years after in most other countries.

As a great battle has raged around the silver question
in different countries, it may be here explained that two
metals are more difficult to control than one, and silver
for this reason has consequently been extremely obnox-
ious to the great international money interest.

A cheerful beginning to the adoption of gold as sole
legal tender in 1816 was a decline in prices of 24 per cent.
between 1819 and 1824. The cause of this was the
increased demand for gold in Britain, which was felt
throughout the whole civilised world.

In 1844 came Sir Robert Peel’s Bank Charter Act.
Under that Act it was laid down that every ounce of gold
of standard weight and fineness taken to the Bank of
England must be purchased at £3 17s. 9d. and coined
into sovereigns, or have Bank of England notes issued
against it at the rate of £3 17s. 104d.

The particular price put on gold was found by com-
paring it with silver. In Sir Robert Peel’s time, when
silver was the standard of most countries, an ounce of
gold exchanged for about 15§ ounces of silver—the price
of which was £3 17s. 104d.

This Act had to be suspended three years after it was
passed to save the banks and the country from ruin. Tt
was again suspended in 1857, in 1866, and in 1914, As
the amount of gold is totally insufficient for monetary
purposes the gold standard collapses completely in any
great emergency, and even when it does not entirely
collapse it 1s accompanied by periodic financial crises
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bringing needless disaster on hundreds of thousands of
innocent persons.

The gold discoveries in California and Australia, and
later in South Africa, were the principal things in
preventing the gold standard from proving unworkable
long ago. When this new gold began pouring into
Europe soon after the middle of the century there was
alarm among the money lenders. Some feared so much

- gold would come in that it would be better to abandon
gold money and go for silver. Another course was *o
counterbalance the new gold by cutting out silver.
Ultimately, on June 17, 1867, delegates from twenty
governments met in Paris as an International Monetary
Conference and voted in favour of an exclusive gold
standard. but permitting each State to keep its silver
standard temporarily.

“Thus,” declared Mr. George H. Shibley, Director of
the American Bureau of Political Research, in giving
evidence before a Congressional Committee in 1913, “was
accomplished the first step in one of the most horrible
conspiracies against mankind the world has ever wit-
nessed. The subsequent history of periods of falling
prices for commodities bears out my assertion.”

Following on this conference movements were initia-
ted all over the world, even in countries as remote as
Japan, with the object of making gold the sole monetary
standard. In two notable instances the objective was
gained by subterfuge.

In Britain, although long on gold, there was power
under the law to resume the issue of silver as full legal
tender by Royal proclamation, provided the Privy
Council concurred. In 1870 a bill consolidating the mint
laws was introduced into Parliament with this provision
omitted. “Yet,” stated Mr. Shibley in his evidence
quoted about, “when the bill was up for passage no
mention of the great change was made—at least nothing
appears in the debate reported by Hansard (Vol. 199,
col. 730). Again in the House of Commons the members
were assured that the object was simply to perfect the
mint law; and the same false statement was made in the
House of Lords. The facts in detail,” Mr. Shibley added,
“have been stated by Alexander del Mar.”

In the United States exactly the same thing was done.
A bill was introduced in Congress to revise the mint law
and the silver dollar was dropped from the list of coins
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that ‘might be minted. The first appearance of this. bill
was twenty-four days after the British mint law revision
had been passed by Parliament. The Bill, however, did
not get through until 1873. Nevertheless the absence
of the silver dollar was not mentioned. The bill was
passed by Congress in 1873, and a letter written by
President Grant, who signed the bill, shows that eight
months after it had been passed he was unaware that
silver money had been abolished except for small change
for amounts not exceeding five dollars. Leading members
of Congress were also not aware of what they had done.

A tremendous agitation followed on the discovery of
this trick, and in 1878 standard silver dollars were again
made full legal tender save that by private contract
parties might stipulate for gold payment of debts.
Following on the monetary stringency of 1890 the Sher-
man Silver Purchase Act was passed by Congress, pro-
viding that the Government in order to prevent con-
traction of the currency should buy a stipulated quantity
of silver each month. This law was exceedingly dis-
tasteful to the money interest, and an agitation against
it was at once begun.

Some interesting light was thrown on this agitation
by the Hon. Chas. A. Lindbergh, a member of Congress
from Minnesota. From his place in the House of
Representatives Mr. Lindbergh stated that he had seen
a circular sent out by the American Banking Association
and circulated among the influential national banks of
the United States. This circular, bearing the date of
March 11, 1893, was stated by Mr. Lindbergh to read as
follows:

“The interest of national banks requires immediate
financial legislation by Congress. Silver, silver certifi-
cates, and treasury notes must be retired, and national
bank notes upon a gold basis made the only money. This
will require the authorisation of five hundred millions to
one thousand millions of new bonds as the basis of
circulation. You will at once retire one-third of your
circulation and call in one-half of your loans. Be careful
to make a monetary stringency among your patrons,
especially among influential business men.  Advocate an
extra session of Congress to repeal the purchasing clause
of the Sherman law, and for its unconditional repeal per
accompanying form. Use personal influence with your:
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Congressmen, and particularly let your wishes be known
to your Senators. The future life of national banks as
fixed and safe investments depends upon immediate action
as there is an increasing sentiment in favour of Govern-
ment legal tender notes and silver coinage.”

This is a surprising document, but many surprising
documents may be discovered by the curious printed in
the Congressional Record reports of the degates on
United States currency and banking bills. Mr. Lind-
bergh, himself, for instance, in 1913 quoted what is
knowmr as the Hazard circular sent out to the leading
American banks in 1862 during the Civil War. That
remarkable document read as follows:

“Slavery is likely to be abolished by the war powet
and all chattel slavery abolished. This I and my
European friends are in favour of, for slavery is but the
owning of labour and carries with it the care of the
labourers, while the European plan, led on by England,
is that capital shall control labour by controlling wages.
The great debt capitalists will see to it is made out of
the war must be used as a means to control the volume
of money. To accomplish this bonds must be used as
a banking basis. We are now waiting for the
Secretary of the Treasury to make his recommendations
to Congress. It will not do to allow the greenback, as
it is called (Government paper money), to circulate as
money for any length of time, as we cannot control that.
But we can control the bonds, and through them the
bank issues.” .

To return to the agitation of 1893, the special session
desired by the bankers was called by President Cleveland,
who had just been inaugurated after a campaign fought
on the tariff question. It was thought that the special
session was to deal with the tariff, and the country and
politicians alike were greatly surprised to find that the
sole measure for consideration was the repeal of the Sher-
man law, a matter that had scarcely been mentioned in the
election campaign.

Congress was unfavourable to the proposal and the
bill did not pass. On June 25 it was announced that
India had stopped the free coinage of silver, This at
once sent the price of silver down to the lowest point
ever recorded. The Colorado and other silver mines in
the United States stopped work, banks began to fail in
the South and West, many factories shut down, wealthy
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men of unquestioned credit could not get cheques cashed.
Compared with the previous year the number of bank-
ruptcies doubled, with a sevenfold increase in the
liabilities. = Three great railway systems went into the
hands of receivers, the Union Pacific (of which more
later), the Northern Pacific, and the Erie. At a special
session of Congress later in the year the silver purchasing
clause of the Sherman law was repealed. Meanwhile the
crisis was already checked. Foreign investors began
sending in money, taking advantage of the low price at
which stocks were selling. - It took American industry,
for all its resources, four or five years to recover from
this blow. -

The results following on this panic were summed up
by Mr. Arthur Kitson in the preface to the English
edition of his book “The Money Question” (Grant
Richards, London, 1903):

“Whether the events which have since transpired as
a natural sequence,” wrote Mr. Kitson, “were or were
not foreseen by the panic organisers it is impossible to
say, but the consolidation of capital—which before 1892
was a somewhat difficult problem—became very simple
under the so-called gold standard regime. With the
Government no longer a competitor, the banks rapidly
combined for purposes offensive and defensive, and for
all practical purposes the control of the currency under a
single head became a possibility. Having the ability
to employ so vast a power, the exploitation of the
industries of America was rapidly accomplished.
Undoubtedly the simplest way for first getting control of
the industries of a country is to first get control of its
currency. For the blessings or evils (whichever view
one chooses to take) resulting from the formation of the
great Trusts we must credit the financial policy of
President Cleveland. In addition to having placed the
nation’s industries at the mercy of the bankers, another
result of this policy was to indefinitely postpone the
gree-trade era which was about to dawn upon the United

tates. ..

“It is but fair to say that President Cleveland had no
conception of the results that would follow the policy
he inaugurated, for no one has denounced the system of
monopolies and trusts more strongly than he, who was
instrumental in creating that greatest of all—the Money
Monopoly.”
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The crisis of 1893 was felt much further afield than
the United States, for it extended even as far as Australia
and New Zealand causing the suspension of many of the
banks. While a considerable amount of publicity has
been shed on certain forces concerned in the production of
this crisis in the United States, it seems elsewhere to
have been accepted as a natural visitation. Nevertheless
the closing of the Indian mint to silver at so convenient
a time for the drafters of the American bank circular
points strongly to concerted action by financiers in
different