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: Recovery by Inflation?
contribution to the “Safety Valve” from Q. F. Fowler of

our supply of money through issuance of paper money as a

possible cure for the existing depression. We reprint the

letter, a section at a time, and give our own comments re-

specting it. Writes Mr. Fowler:

" “In your editorial in Jan. 6th issue of The Statesman you
put the question,—‘'Does he (Senator Borah) mean a dollar

easier 10 get or easler to spend?' -You might have added,—or
easler to redeem?

“Our wonderful advancement in science and convention has
outstripped our soclad improvement. We have failed to keep pace
with these advancements by an equitable means of distribution.
These much to be desired products could and would be utilized
if an adequate medium of exchange was at hand. But we still
hold tenaciously to the primitive idea of the intrinsic value of
money.

“What we need is a medium of exchange redeemable in ser-
vice, based on the whole national wealth instead of either the
electrie industry or the rich man’'s hoarded gold.”

It is true that there has been a breakdown in the dis-
tribution of the products of farm and factory; but that is not
due to a shortage of money. There has been an adequate sup-
ply of coinage and of federal reserve notes either issued or
available for issue to take care of the business of the coun-
try. The shortage of money to the individual was not due to
a general shortage of the circulating medium, but to the de-
pression of prices for his goods or services. Quantity is not all
that is required of money, there must also be velocity or rate
of exchange. When business is good the same volume of mon-
ey may turn over or pass from hand to hand faster, thus
clearing a larger number of transactions. Our present depres-
| sion is not due to a shortage of gold or of currency, but to a
. mal-distribution of gold among the countries of the world, a
= lack of equilibrium in the exchange of goods and services, an
i undue expansion of credit in 1929 caused by too extravagant
speculation.

Mr. Fowler writes further:

**As for inflation being a final leap to economie chaos, what
about England’'s expansion of money in 1797, when she was
forced to ‘spred her fiat sails to the breese?’

“Says Sir Archibald Allison, in referring to that time, ‘it
terminated in a blaze of glory and flood of prosperity which have
:;ver. since the beginning of the world, descended upon any na-

n.'

A writer in the North American Revlew, speeking of that
period says, "The conquesta in arts and arms during the expan-
sion of pure fiat credit, were without example in the history of
England, and her progress in wealth and power was without a
parallel in the history of the world.' Not a bad record for fiat

] papsr money!

It is true that following the passage of the Restriction
act of 1797 England enjoyed a season of prosperity, but it
was the period of the Napoleonic wars, with the usual war-
time prosperity. Excessive issues of the Bank of England
notes brought the inevitable consequence. By 1810 the pre-
mium on gold was 16%, and the famous “Bullion Report”
made by a parliamentary commission of which Ricardo was
a member urged the resumption of specie payment. The ad-
vice was rejected and in 1814-15 and again in 1825 came the
crash of prices and the inevitable deflation.

Quoting Mr. Fowler again:

“The expressicn ‘fiat money’ held up as a bugaboo by the

moneyed interests is fast losing its terror to a free minded and
» thinking people.

“We pride ourselves in our modern civilization, founded om
the relics of old Roman government and adopt that which, more
than any other reason, was the cause of that republic’'s down-
fall. Rome rose to the zenith of her glory during a two thousand
million dollar circulation of fiat money, and went to her doom

1 after the adoption of a system of intrinsic value money based on
a precious meta] value of only two hundred million dollars.”

i Mr. Fowler seems to be in error respecting the money
i of ancient Rome. Augustus, ruler of the period distinguished
as the golden or Augustan age, gave Rome a stable coinage

l which preyailed with only slight debasement until Caracel-
! la’s reign. Then debasement became rapid, the proportion of
l silver in the coins sank to 5%, then to 2%. By the time of

| Aurelian 'base metal had been substituted. Quoting from
Cambridge Mediaeval History:

“No greater proof of the disorganization of the whole fin-
ancial system could be given than lies in the fact that the tr
ury issued sack loads of the *Antoniani’, first coined by Caracel-
la, which were intended to be silver, but were now base metal
only. These sacks passed from hand to hand unopened”.

To quote another authority, George Finlay:

“The depreciation in the value of the ecirculating medium
during the fifty years between the reigm of Caracella and the
death of Gallienus annihilated a great part of the trading cap-
ital in the Roman empire and rendered it impossible to carry
on commercial transactions, not only with foreigm countries but
even with distant provinces. . . . The depreciation of the cur-

rency was one of the most powerful causes of the impoverish-

i ment and depopulation of the Roman empire in the third cen-
tury.”

Our correspondent, Mr, Fowler writes further:

“There is no getting around the fact of certaln relationship
between the volume of money and the price of products. Why are
we warned against inflation by the moneyed interests? For no
other reason than timat it would ralse prices, Isn't that what the
_ advocates of the allotment plan propose to do, raise prices? A
t plan doomed to fallure befors it is put into operation.

“Gold is fiat money. Congress by its fiat of 1873 declared
that a pure ounce of gold should be worth $20.67. Fiat, Webster

- says, is an authoritative command. The trouble with the money
system is there izn’t enough gold.

“Why should money be issued on the wealth of one partic-
ular group? The rich man’s hoarded gold is of little value except
in exchange for the things of real wealth.

f “Our checking system worked remarkably well until it ran
up sgainst the rock wall of excessive credit with no adequate
means of redemption. Why then do we fool ourselves into think-
ing we must have a metallic money system? A full legal tender
based on the whole national wealth, without the hindering drag
of the precious metal standard of redemption would bring im-
mediate relief.”

Turner opens up again the question of the increase in |
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Town Talks from The States-
man of Earlier Days

“Silver Dollar:"

Eple of an epoch:

Screened at Elsinore:
= %%

(Continuing from yesterday:)
John Hughes owns and operates
the Blue Bird confectlionery, State
street, in the Bligh bullding. The
average reader will not recognize
the John: to all Salem and its
trade territory he iz known as
“Jack' Hughes,

T %%

Well, Jack Hughes is thrilled at
the coming of the “Silver Dollar”
screen picture to the Elsinors for
tonight's 11:30 preview, and
continuing Sunday, Monday and
Tuesday. Why so?! Well, Jack
Hughes lived most of his days in
Cheyenne, capital ecity of Wyo-
ming, six miles from the Colorado
state line, and 100 m!les north of

Denver.
e T
That was prior to his coming to
Salem in 1920, since which time
he has become almost an institu-

January 14, 1008

The final act in the changing
of the Salem State bank into the
United States National bank,
with a capital stock of 100,000,
was consummated yesterday
when the state bank transferred
the deed to its lot to the nation-
al firm for a consideratiom of
$28,000. Leading stockholders of
the new bank are J. P. Rogers,
president; George Eyre, D. W.
Eyre, EAd Hazzard, Scott Page, A.
¥, Hofer, John Ferguson and C.
F. Fisher.

Frank Mersdith, city treasur-
er, yesterday anpnounced that all
warrants of the city drawn up
on the general fand and endorsed
“not pald for want of funds” omn
or before January 3, 1908, are
payable at once.

PORTLAND — Beginning Bun-

By R. J. HENDRICKS-

day no saloons, whether provid-
ed with pool tables or not will be
permitted to remaln opemn Sun-
days, the privilege having been
withdrawn by District Attorney
Manning, He states that abuse of
the privilege he allowed resort
owners having pool tables com-
pelled him to take this step.

January 14, 1928
Balem high lost to McMinnville
high in their basketball game at
McMinnville Friday night by the
score of 20 to 17. Coach Hol-
lis Huntington was well pleassd
with the team.

The total cost of building the
Roosevelt highway, graded and
surfaced, from Astoria to the
California line, is estimated at
$6,649,740 by Herbert Nunn,
state highway englneer, in a
report submitted to the highway
commission yesterday. The report
Is based on the use of all pres-
ent bridges and does not include
the cost of new bridges over the
Rogue, Siuslaw and Silets rivers,
Coos, Alsea and Yaquina bays.

The justice of a state income
tax iz pointed out in & biennial

tion of Oregon's capital city. Jack
Hughes is familiar with the whole
story told in the "Silver Dollar”
screen, based on the book of Da-
vid Karsner, an early ecopy of
which he read and reread with in-
tense Interest, and which he prizes
as the precious gift of a friend.
- v

The book reviews the history of
the Pike's Peak rush and the lay-
ing of the foundations of the com-
monwealth of Colorade. Mr.
Hughes was back to his old Chey-
enne home last summer—and he
took pains to look up the land-
marks that are screened ‘im the
great picture that is coming—the
worthy successor of “The Covered
Wagon" and “Cimmaron.”

% % %

He found the Tabor Grand op-
era house, erected by Governor-
Senator Tabor, around the career
of whom the play is built. He
found r.ost of the other important
things of which the book tells, in
unfolding the story of an interest-
ing epoch in American history;

EAKFAST

one of the most strange and e=-
citing of all that have gone into
the records of this nation. After
his return to Salem, a friend seamt
him a copy of one of the Denver
newspapers, containing am Asse-
ciated Press dispatch from Lead-
ville, Col., of which the following
is an outline:

With the wired news there was
& pleture, headed, “Guards Match-
less with Shotgun,” and these
words underneath the half-tome
likeness of a woman: * ‘Baby
Doe' Tabor, widow of H. A. W. Ta-
bor, Colorado silver kimg, who
holds faithfully to her husband’s
admonition, ‘Never give up the
Matchless mine,” by keeping lone-
ly vigil over the property with a
shotgun.” The news dispatzh im
outline:

“ ‘Baby Doe’ Tabor, once mis-
tress of milllons, now aged, be-
draggled guardian of the famous
Matchless mine, whose youthful
beauty and stirring life drama
have been made to live agalm im
novel and film, keeps constamt
vigil with a shotgun te preveat
‘conspirators” from forcing her
daway from the mine.

"Living in a tumble-down shack,
a former shafthouse of the mine,
wearing remnants of a wardrobe
which was the envy of womea
whean high shoes and puffed
sleeves were the vogue, Mrs. Ta-
bor, widow of the bonanza king,
H. A. W. Tabor, holds firmly to
her promise to Tabor never to re-
:lnquuh possession of the Match-
ess.

_“In spite of the fact that a
mortgage on the mine was fore-
closed a few years ago, Mrs. Ta-
bor has held possession through
& right of homestead, and she
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sald attempis had been made to
drive her from the mine by burn-
icg down the shack In which she
holds her solitary watch.

“ ‘T'wo attempts have bheen
made to burn me out,’ sald Mrs.
Tabor. ‘Some person or persons
came stealthily upon my property
during the night and set fire to
some of the outbuildings im the
hope of driving me out. There are
many who doubt this statement,
but since the last fire I have tak-
en every precaution. From sun-
set to sunrise I sit In an obscure
hiding place In my home waiting
for them to repeat thelr offense.’

‘““Mrs. Tabor produced a double
barreled shotgum which she sald
was filled with buckshot. She
sald that as a precautionary meas-
ure she had warned all her
friends not to eall upoa her before
2 o’cloek in the afternoon nor aft-
er sunsst in the evening.

“ ‘During the mine's operations
in the past,’ she said, ‘the men

___From Other Papers

report of the state tax commis-
slon issued yesterday, but the

legislators are ecautioned mnot to
act without extreme deliberation.

- ..-l - ——a ot b

land, France, the American colonies, the United States. Ger-
many. All of the arguments now advanced were rb:i"ned in
E;ﬁ p;'oir;fcstcd th}IIJates in congress regarding the inflation
0 , Which was sto from becoming a law
by the veto of Pres. Grnnt? ed &S ol
Regarding the basing of legal tender “on the whole na-
tional wealth” which Mr. Fowler suggests, the French as-
signats of the French revolution were based not only on the
general wealth of the country but on the confiscated estates
of the nobles and church. But so many assignats were print-
ed that by 1796 the value fell to one two-hundred and-sixty-
fifth part of their nominal value. The result was of course
%trous to nlldl;gnas enterpriui. AnI:c!:renchmm said:
mmerce was ; betting took its ”—gamb on
the morrow’s depreciation of the pap; e
%f;r:nhsmshtgltaade:lonthe;l;dowuhho!thl
coun cerned, national weal largely in fixed
am:ndthaholderofnhgﬂtendernoteunnot;oout
and take a brick from a building or a cubie foot of ground
from a farmer or a spike from a railroad track and get any
satisfaction out of it. Con into gold is practical
because for ages gold has been a common denominator of
value and an instrument of ready

exchange.
In conclusion we may quote from the noted economist
Ricardo who said: ¢

“Experience, however, shows that neither a state nor a bank
ever has had the unrestricted power of issuing paper money,
without mbusing that power; in all states, therefore the issus
of paper money ought to be under some check or control: and
none seems #e proper for that purpose as that of subjecting the
issuers of paper money to the obligation of paying their mnotes
either 1n gold coin or in bullion,” .

Lo il ol gl i, Wil 4 ez A
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IN THE DAY'S NEWS

The idea of “inflation™ with
which the new administration is
toying as s possible stimulus to
business looks a good deal like
another “shot ip the arm™ method
to restore prosperity.

Inflation is just another word
for issuing a lot of paper money
without gold to back it, thus re-
ducing the value of the dollar
while making a lot more dollars
avallable,

This might make us spend more
by giving us more to spend, but
the chances seem good that the
temporary prosperity thus intro-
duced would end with another de-
pression as bad as the present
one, If not worse.

We had & period of inflation
after the war and we are going
now through its bitter finigh
Most people hope that we will
learn lessons from the present de-
pression that will make future de-
pressions uniikely, and that some
lasting good may come out of the
world’s misfortunes.

To infiate again and start the

:
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2

erected a huge bulkbead which
they claimed was for the purpose
of preventing a caveim, but I
know better. It was placed there
to keep prying eyes from discov-
arinz a great sulphite vein which
had been pncovered, Samples had
heen taken and proved teo be gold
bearing. When assayed these were
declared to rum hundreds of dol-
lars to the tom. It promised un-
told wealth ia gold whea opera-
tions should be resumed. Mineral-
ologists and engineers who made
declared that

foot level the same gold
vein would be found that made
the Jonmny mine owners a great
fortune. Now do you understand
why I am staying on?’
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Who ruled ian a palace im regal
splendor.

conclude, “sorves her right.”
T %%

Her daughter, “Silver Dollar”
Tabor, died in a drunken stupor,
burned to death im a brothel of
Chicago's tenderloin district.

% %%

‘“He lived to beg In the streets
of the cities he had built,” it is
written of the bonanza king whose
love she won and made him her

slave whea she was young and
beautiful.
% % %

A great story it is, and a thame
for many moral lessons, about ret-
ribution and justice.

(Continned tomorrow.)

RETURN TOO SOON

TURNER, Jan. 13 — A num-
ber of the school childrem seem-
ingly returned to school too soom
after being sick with the fln, and
are [11 again.

43 Years Ago

UNCLE SAM'’S FOE
SITTING BULL DEAD’

From the Nation’s News Files, Farge, 8. D,

Jan,

14, 189

The death of Bitting Bull has ended the Indiaa uprising. In-
dian Chiefs and U. 8. Authorities confer today at Pine Ridge.

Frieads have beea won for

those of modest nature.

for haadling the most elaborate ceremonies s well as

us by our modern facilities
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