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FOREWORD

In November, 1931, the Department of Mines published a pamphlet 
entitled, "Money and the World Crisis," written by H S. Denny, C B E It 
dealt with the history and functions of money, the troubles into which the 
world had been plunged by the Great War and the colossal extravagances 
which accompanied it The author explained in a way clear to "the man in 
the street" the real inwardness of the problems thus created This was over 
two years ago The depression is yet with us, though gleams of light on the 
horizon glow more brightly than before. Still the statesmen of the world 
continue to grapple with these tremendously difficult problems Standards 
of values have disappeared, and confusion still prevails At the present time we 
are interested spectators of the greatest and most heroic effort yet made to 
lead a great nation through the maze.

At my request Mr. Denny has pursued his examination of these great 
questions the place of gold, its revaluation and the stabilization of its price, 
bi-metallism, international exchanges, and many others. When he first 
wrote, the price of gold was S20 67 per troy ounce It is now S35 00. This 
has greatly intensified the interest of the mining community and business 
men in general in the search for and production of gold, and in the perplexing 
issues which it has raised Hence the time seems opportune to give the public 
the benefit of Mr. Denny's further studies. The first pamphlet created 
great interest and had a very wide circulation. A perusal of "Money and the 
World Crisis, Number 2," as a sequel to Number l, will, I feel sure, be wel 
comed by many readers.

The Department has no other object in this publication than to give to 
the public the information which it contains, and as a Minister of the Crown, I 
assume no responsibility for the figures, statements, or reasoning employed 
by Mr Denny The book stands upon its own feet. But all will join with 
me, whether they agree with Mr. Denny or not, in thanking him for having 
given us the result of his additional studies and thought in so lucid and interest 
ing a way.

CHARLES MCCREA,
KImister of Mines 

TORONTO, 2~th of February, 1934.
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MONEY AND THE WORLD CRISIS, No. 2
(A continuation of the series of answers and

questions contained in Bulletin 80 issued
by the Ontario Dept of Mines )

By H. S. Denny, C.B.E.

Introduction
Bulletin No 80, published in November, 1931, has been 

received well and has had a wide circulation amongst those 
people for whose service it was intended, and heartened by 
the sympathetic tone of letters received from many parts 
of the world, and at the further request of the Hon Charles 
McCrea, Minister for Mines of Ontario, to whose sponsor 
ship the appearance of these notes under the aegis of the 
Department of Mines is due entirely, the author has ventured 
with some diffidence to add to the forty-one questions of 
that Bulletin the further series comprising the present 
notes He has been inspired to do this by the extraordinary 
happenings since Bulletin No 80 was issued and by the 
agitation that pervades the minds of men the world over 
as to the meaning of some of these changes In expressing 
his deep appreciation of the courteous reception given to 
Bulletin No 80, he would voice the hope that the same kindly 
consideration mav be extended to these further memoranda.

Question No. 42 What is meant by revaluation of 
gold and what is the aim of such revaluation?

Before going off the Gold Standard the price of fine gold 
in the United States was S20 67 per ounce It was set at 
that level in the year 1837 In Great Britain the equivalent 
figure was JC4 4 11^ The immediate result of abandoning 
the Gold Standard by Great Britain was to raise the price 
of gold in terms of sterling On September 29th, 1931, 
eight days after Great Britain had left the Gold Standard, 
the price of fine gold was JE5 14.0, and since that time 
there have been fluctuations, with a peak of 140 shillings 
in February, 1934 Since the United States abandoned the 
Gold Standard, variations in quotations in America up to 
835 00 have taken place But this is not definite revaluation, 
because it is not stabilized at any fixed mark, and until 
these countries have decided finally to set a permanent price 
level, revaluation cannot be said to have taken place The 
aim of revaluation is primarily to increase the volume of 
available money relative to the amount of gold held in 
reserve, and simultaneously to raise the price of commodi 
ties and services

l

Revaluation, 
meaning of.

Revaluation, 
effect of in 
Great Britain.

Revaluation, 
aim of.



Revaluation, 
previous records of 
in Great Britain.

Re\aluation, 
recent change^

Question No. 43—What previous changes 
have occurred in the price of gold?

There are many precedents in past history for revalua 
tion of gold, and between the fourteenth and nineteenth 
centuries there have been at least ten such changes in 
England, and in every case the alteration has been upward 
In 1344 gold was rated at a little over twenty-two shillings 
per ounce, and then by a series of jumps—the time intervals 
ranging from the shortest of seven years to the longest of 
117 years, and the price range from the smallest of three 
shillings per ounce to the largest of fifteen shillings per 
ounce—it rose to the standard of JE4.4 11^ in 1717 (51 years 
after the Act of Charles II in 1666), and this remained 
constant in England until 1919, when England was tempor 
arily "off" the Gold Standard, but the normal price was 
restored in 1925 and held until the Gold Standard was 
abandoned again in 1931 Twenty dollars and sixty-seven 
cents was the equivalent price in the United States until 
June 21st, 1933, after the States had gone "off" the Gold 
Standard also. Recently the United States has given the 
President power to cut the gold content of the dollar by 
fifty per cent, meaning in effect that the price of gold in 
terms of the dollar might reach S41 34 At present it is 
S35 00, and it has been stated officially that gold will not 
be allowed to go lower than this, and that the United States 
is open to purchase all gold offered at this price. This leaves 
it still indefinite, and subject to fluctuations, but it is assumed 
it is a preliminary step that eventually will lead to stabiliza 
tion at a fixed level.

Revaluation, 
effect of on
currencies

Question No. 44—What is the effect of raising
the price of gold in terms of any

individual currency?
The first direct effect in the country concerned is felt 

by the holders of gold metal or of shares in reputable gold 
mines, just as it would be in any other business in which 
the price of its prime commodity was raised suddenly to 
a higher level. Simultaneously the market value of the unit 
of currency in that particular country would depreciate in 
terms of other currencies where gold had not been revalued 
In effect it means that the amount of gold in the unit of 
currency is reduced and, therefore, the currency has a lesser 
value The English pound sterling, for instance, with gold 
at its old standard value of cG4 4 11^2 per ounce has a value 
equivalent to 113001605 grains of fine gold The pound 
contains twenty shillings, and with gold at 130 shillings per 
ounce it takes L6 10 O to buy the same amount of gold, 
meaning in effect that the fine gold content of the pound 
sterling is reduced from 113001605 grains to 73.8 grains, 
representing a lower gold value for the pound sterling of



34 7 per cent, or an increase in the value of gold in terms of 
the pound sterling of 53 per cent. In the same way with 
the dollar unit which originally contained 23 22 grains of 
fine gold. With gold at S31.50 per ounce the contents of 
the dollar unit are reduced by 8 grains to 15.2 grains, equal 
to a reduction of 34.7 per cent, or the price alternatively has 
been increased by 53 per cent From this it will be seen that 
130 shillings per ounce of fine gold is equivalent to S31.50 
in United States dollars, and that it takes more pounds or 
more dollars to buy an ounce as the price of gold rises.

It might be reasonable to assume that this depreciation 
of the currency unit immediately would lead to an increase 
in the price of all commodities and services in terms of that 
unit, but curiously enough this is not so, and it is a notorious 
fact that the newly constituted cheaper unit maintains the 
value of its genuine predecessor for quite a long term, and 
that the process of raising up those other commodities and 
services mentioned to an equality basis is a slow one In 
consequence, holders of any depreciated currencies of other 
countries find in this anomalous position an opportunity for 
conversion of their currency into the depreciated units 
referred to on a basis that enables them to buy much larger 
quantities of goods and services for a given amount of their 
own currency than would have been possible before the 
depreciation had taken place. On the other hand, the wealth 
of those people who retain money or static securities in 
terms of the old money must suffer in time a loss correspond 
ing to the depreciation of the currency unit. This and other 
features are ventilated more fully in other sections.

Currency,
fine gold content
of units.

Currency 
depreciation, 
some advantages 
and disadvantages.

Question No. 45—Why is world action on 
revaluation of gold desirable?

Independent action necessarily causes violent dislocation 
in international money relationships. When the Gold 
Standard was functioning normally it was possible to 
arrange for long term credits at fixed prices, and to make 
all those necessary financial interchanges that cover and 
control the purchase and sale and transport of goods from 
one country to another, because the fundamental basis of 
the unit of currency of the respective countries was fixed. 
The moment one of them leaves the Standard on which 
these arrangements were based, it causes upheaval and 
endless difficulties amongst all the others, and until an 
international agreement has been reached, settling for some 
sufficiently long term the price of gold and the status of the 
respective currencies in that regard, there will be a lack of 
those safety measures inseparable from smooth international 
trade. In consequence, and pending stabilization agreement, 
the tendency must be for each nation to attempt the defence 
of its own position by withdrawing more and more from

Revaluation, 
bad features of 
independent 
action



Revaluation, 
world action 
necessary.

engagements with other countries, thus defeating the ^reat 
objective of vminterrupted accelerated world trade between 
nations

If gold is to function as the basis of money, and if money 
is to continue in use as the medium for the exchange of 
goods and services the world over, then it becomes necessary 
to secure sufficient quantities of gold to supply the world's 
demands, and if the supply is inadequate resort must be 
made to revaluation The point of first importance is that 
whatever basis is arrived at it must be one acceptable to 
the leading nations of the world, because without unanimity 
on this point there can be no guarantee of future industrial 
and economic peace At this particular juncture the world 
is in the midst of a turmoil symptomatic of this form of 
disagreement Everything is in a state of flux The trend 
of events, however, is slowly but surely pointing towards 
a settlement of this paramount factor, but, until an agree 
ment is reached, uncertainty, confvision and difficulty must 
dominate the position

Money, 
historical facts.

Currency, 
debasement of 
coinage

Money, 
advantages.

Question No. 46—What is the meaning of
"quantity of money" and what is the effect

of revaluation of gold in this respect?
The invention of money dates far back mt" history, 

but it is said that William the Conqueror first introduced 
the custom of payment by money in England In early 
history goods were exchanged on the principle ' -f barter, 
and, later, ingots of various metals came into use The first 
issues of precious metal coins are stated to have been in 
Lydia (Asia Minor) and were a mixture of gold and silver, 
containing roughly eighty per cent gold and twenty per cent 
silver The alloy was called "Electrum " Specimens of this 
coinage date from the seventh century, B C As the custom 
of coining money became more common, tremendous com 
plications were introduced because of the uncertainty regard 
ing purity and exact weight It took hundreds of years of 
painstaking research and work to bring the first crude forms 
of money to the point of perfection reached in the seven 
teenth century As the demand for money nut^rew the 
available supplies, the debasement of coinage was resorted 
to, and the Roman As was reduced under tht laws of the 
Republic to a twenty-fourth part of its original value, whilst 
in England and France and other countries this same form 
of appropriation to a greater or lesser degree was followed 
Nevertheless, the advantages of the use of money as compared 
with barter, and the absolute necessity for some medium 
that could carry a common value as compared with ali other 
commodities, became more and more recognized until up to 
the present day, when the original coinage has been supple 
mented and finally amplified to undreamed-of proportions 
by the use of various forms of paper, it has become the
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common instrument of exchange for things bought and sold 
between individuals, communities and nations The require 
ments in the early stages of history were comparatively 
small, because means of transport were limited, and there 
was a restricted outlet for surplus manufactures, but as this 
obstacle has given way to the triumphs of steam and elec 
tricity on land and \vater, and in the air, the possibilities of 
exchange of commodities have outrun all human conception 
of even one hundred years ago, whilst at the same time 
correspondingly rapid steps in the sciences of production and 
manufacture have shattered all calculations

Since the amount of available money—that is, the money 
in circulation—is a measure of the exchange of goods and 
services, it follows as the latter increases so must the supply 
of money increase, if the relationship is to be maintained, 
but if the supply of money becomes restricted in relation to 
the production of goods, then goods must become cheaper 
or conversely money must become dearer On this basis, 
therefore, if the supply of money is increased the price of 
goods and services will rise in sympathy, and with a super 
abundance of money and a shortage of goods and services 
the price level for the latter must attain very high levels 
It is estimated that the supply of monetary gold in the year 
1850 was 54 l million ounces, and in 1930 it was over 500 
million ounces, or ten times as much The capacity for 
industrial production, however, has increased at a much 
greater rate, and, though no man can fix any present-day 
limits, it is clear that with the advances in scientific achieve 
ment progress in this direction unfortunately will be more 
rapid than in the production of gold In these circumstances 
the alternatives are:

1 To substitute something for gold that is equally 
good and more readily available, and or

2 To bring in some other metal—such as silver—to the 
assistance of gold (tantamount to increasing the 
supply of gold); and or

3 To revalue gold (and perhaps silver) at a price which 
will offset the difference in rate of production between 
it as money and other commodities.

With the degradation of silver which began in 1873. the 
quantity of money available was diminished so that any 
increases in the supply of gold had first of all to offset the 
loss caused by the elimination of monetary silver before it 
could begin to function for the increased demands of expand 
ing trade and industry Leading statesmen pointed out at 
the time that the repercussions of this fatal step would be 
felt in ensuing years and would be signalized by the greatest 
economic and industrial upheaval in history. However true 
this may be, one thing is certain, the withdrawal of silver 
by the Occident reduced the supply of money, and in keeping

Money,
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Gold,
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effect of 
debasement.



Money, 
uneven 
distribution.

Money, 
United States 
action towards 
increasing volume

Money,
action by other

with the principles above outlined this was destined to have 
a bad influence on industrial prosperity because of the 
concomitant drop in the price of goods Newr supplies of 
gold from South Africa tended to repair the damage tempor 
arily, but the operations of financial groups, coupled with 
the catastrophic and devastating effects of the Great War, 
gave rise to an uneven distribution of world money so that 
the bulk of humanity became short and in consequence the 
"after-war" depression followed

Of the three alternatives above suggested, the one 
receiving the most active support at the moment is that 
which looks to the increase of the supplies of money by 
revaluation of gold and the definite, although not final, steps 
taken by the United States in this direction have increased 
the value of their metallic reserves of over two hundred 
million ounces of gold (valued at over four billion dollars 
in terms of the old dollar) to over seven billion dollars on 
the present fifty-nine cent dollar authorized by the govern 
ing bodies In other words, the United States has increased 
(on its gold reserves alone) its "quantity of money" by 
approximately 70 per cent, and it remains to be seen what 
the final outcome will be. It seems beyond doubt that other 
countries will be forced to take a somewhat similar step, 
not only because of the example set by the United States, 
but for other reasons dealt with elsewhere in these notes

Metallic reserves 
ratio of reserves 
to note issues.

Metallic reserves, 
exchanging notes
for go'd.

Question No. 47—What is meant by metallic
backing for note issues and what effect has

the reduction in metallic backing on
"quantity of money" available?

Note issues by different nations in the past have been 
based on relationship to the actual amount of gold reserves 
held by the respective countries There has been no uni 
versal rule, but in the United States it was set at forty 
per cent, and in Great Britain the combination of backing 
for note issues taken in conjunction with "fiduciary" issues 
amounted to about the same thing In other words, these 
countries were not supposed to put into circulation more 
notes than would correspond to actual gold reserves on the 
basis mentioned, and for that reason there was a constant 
fight to maintain gold reserves at a high level m order, 
amongst other things, to permit of the issue of as much note 
money as possible If gold reserves were depleted the note 
issues would have to be withdrawn to correspond with that 
depletion Under the terms of the conventional gold standard 
the holder of notes under certain conditions and up to certain 
limits could demand exchange in gold, and it was when 
England found that her reserves were being depleted and 
that forthcoming demands were likely to dissipate them



entirely she was forced to abandon the Gold Standard in 
order to preserve the balance remaining in the Treasury. It 
is in this sense that gold has functioned as money rather 
than as coinage in the present century, and the necessity 
for maintaining the reserves in accessible form is responsible 
partly for the withdrawal of gold as coinage.

Without some such reservation there would be nothing 
to prevent any country resorting to the printing press to 
increase its wealth by the mere production of paper notes, 
and it is obvious that there must be some substantial and 
tangible restriction to recourses of that nature. Up to now 
nothing has been found to serve this purpose as efficiently 
as gold Since the withdrawal of gold as currency, however, 
and due to the development of the usage of paper in sundry 
forms for the exchange of money, the amount of gold required 
for internal or domestic purposes has become less and less, 
and of recent years it has been recognized generally that 
gold reserves are necessary only as a guarantee of a country's 
financial status and for the payment of international ex 
changes. It has been considered in the light of this altered 
condition that the metallic backing for note issues, most of 
which are for domestic use only, might be reduced to a 
much lower level, say in the case of Great Britain and the 
United States to twenty per cent. If this principle is agreed to, 
the permissible amount of note issues would be doubled, 
thereby increasing the quantity of that class of money to 
that extent It has been suggested also that silver might 
be brought in to form a part of the metallic reserves, thus 
still further augmenting money supplies.

Coinage, 
withdrawal of 
gold as coinage.

Gold reserves, 
function of.

Metallic reserves, 
reduced to 20 
per cent.

Silver,
suggested use to 
aid gold

Question No. 48—What is the object of 
increasing the quantity of money?

Since money is the medium for exchange of goods and 
services and since prosperity is a measure of the quantity 
and velocity of such exchanges between persons, communi 
ties and nations, it is obvious that the greater the amount 
of accessible money the more easy it becomes to promote 
the exchanges referred to, always provided that the volume 
of money is well distributed amongst the purchasers and 
consumers of goods. In fact, this question of distribution 
of money is all-important because, like the miser's hoard, 
stagnant or inactive money is of no service to the community 
at large, and when we talk of the volume of money we must 
refer to that in circulation. Increasing the quantity of 
money for world use is, therefore, only one part of the 
programme, and although it is a crucial part its counterpart 
is equally vital, and that is the distribution of this money 
amongst the human units who eventually determine the 
velocity of circulation by their activities as buyers and 
consumers of goods. With these two features properly regu 
lated the means for prosperity as above defined are created

Money, 
volume of.

Money,
distribution of.

Money, 
velocity of 
circulation.
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Inflation, 
definition of.

I.\ fiation, 
meaning of.

Reflation,
meaning ot

Question No. 49 What is inflation?
Inflation is the act of artificially raising anything above 

its normal value

Question No. 50 What is deflation?
Deflation is the act of reducing from an inflate,l to a 

normal price

Question No. 51-—What is reflation?
This term has been used to describe the act of restoring 

to a normal price that which has been depressed by untoward 
circumstances below that normal price

Artilicial inflation, 
in goods or 
commodities.

Di'-honet.t inflation.

Question No. 52—What are the dangers 
and advantages of inflation?

To raise commodities or services above their real value 
or the value accorded to them under sound commercial 
principles is inflation, but the premises first have to be 
established because, if goods or services have been forced 
by depression or manipulation to a level below their real 
value they have suffered depreciation, and to return them 
to their proper level would be reflation and not inflation 
Supposing for instance it costs 80 cents a bushel to produce 
wheat, but the producers are forced to sell it at a loss, or, 
say. 50 cents, and then at a later stage normal conditions 
were re-established and wheat returns to a price of, say, 
SI.00 per bushel, it would not be because of inflation But 
if, by artificial manipulation, such as the establishment of 
what is known as a "corner," this same wheat is raised to a 
price of S2 00 per bushel, this would be inflation

In the same way with currency If adequate supplies 
of money are available and those supplies suddenly are 
expanded by use of the printing press for the purpose of 
creating an artificial profit for the Government or adminis 
tration that adopted this course, then this would be dishonest 
inflation On the contrary, if the supplies of metallic backing 
are inadequate for the quantity of money required for trade 
purposes, or for establishing a normal price level for goods, 
and if it is impossible to augment the supplies of the noble 
metals at the then existing prices obtaining for those metals, 
and if it is clear that by raising the price of the metals the 
production will be augmented and the shortage, therefore, 
made good, then it is obvious that under the laws of supply 
and demand this is a necessary step, and does not come into 
the category of dishonest inflation. Where inflation is 
founded on a dishonest basis it must defeat itself in the end, 
and it requires great discrimination to decide between dis 
honest inflation and normal increases in prices of goods and 
services Flagrant cases speak for themselves, but in more 
obscure conditions there is a marginal line dividing the two 
upon which a pronouncement requires delicate judgment



Unwarranted inflation is, therefore, dangerous because 
ultimately it leads to difficulty, or perhaps disaster. Honest 
inflation from a depressed condition leading back to normalcy 
is the road to prosperity.

Question No. 53—What benefits accrue to the gold 
mining industry from gold revaluation?

Just as in any other industry, revaluation of gold at 
a higher level makes for greater prosperity, but it must 
be borne in mind that in the train of price-fixing of gold 
a sympathetic rise in the price of materials and services 
eventually must ensue, and it will depend on the comparative 
increase on the one hand as compared with that on the 
other as to what eventual benefit will rest with the gold 
mines It must not be forgotten that in the cost of winning 
metals from the ground the major items are services and 
supplies, and if the price of these should show disproportion 
ate rise to that registered in the metal itself the final upshot 
might be that the mines would be worse off in spite of the 
fact that the price for the metal had been increased by 
seventy per cent or more This is a point that must be 
weighed carefully by the Governments of the gold-producing 
countries, and its due consideration should serve to temper 
or curb the not unnatural desire on their part to unduly 
tax the mining industry. So long as gold is at a premium 
in terms of any given currency, the benefits to the gold 
producers controlled by that currency must be pronounced, 
but when that premium disappears (as in truth it must 
disappear partly or completely when gold finally is re 
valued and world currencies are stabilized) then the mining 
industry might find itself no better off or perhaps even 
worse off than other industries because of indiscreet taxa 
tion such as that indicated.

Commodities, 
influence of 
rising price of.

Taxation, 
dangers of excess 
taxation.

Question No. 54-r-How does the gold premium 
affect the mines?

The "gold premium" is merely the higher price paid 
in depreciated currencies per ounce of fine gold over and 
above the standard price, and the degree of depreciation 
of a currency may be measured by the extent to which the 
price of gold advances in terms of that currency After 
England went "off" the Gold Standard the price of gold in 
London jumped up in terms of the pound sterling to reach 
a maximum on the 6th day of February, 1934, of one hundred 
and forty shillings, and for the past two years it has fluctu 
ated between 104 shillings and 140 shillings The producing 
mines of Canada and Australia and various other parts of the 
Empire thus were enabled eventually to sell their gold on 
the basis of the quotation in pounds sterling either direct 
to London or through the medium of their own Govern-

Gold premium, 
definition of.

Gold premium, 
effect of in 
different countries.
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Gold premium, 
varying effects 
on^mines.

Gold revaluation, 
effect on low- 
grade ores.

Gold revaluation, 
effect on life 
of mines

Gold re\aluation, 
effect on low- 
grade deposits.

Gold revaluation, 
incentive to new 
discoveries.

merits In Canada the peak price was S35.00 per ounce 
To all gold producers this premium has been of great import 
ance, but its incidence on various mines, expressed in terms 
of increased profits, may create some startling differences, 
as shown in the following comparison:

CASE "A" 

(With Gold at S20.07)
Gold Recov'd 
per ton Dwts.

Value in
Dollars

S5 10

Cost per 
Ton 
SG.00

CASE "B"

(With Gold at S20.07) 
S8 26 S7 00

Profit per 
Ton

Loss 84c

SI 20

CASE "A" 

(With Gold at S35.00)
Gold Recov'd 

per ton Dwts.
Value in 
Dollars

Cost per
ton 

SO 00

Profit per
ton 

S2 75

CASE "B"

(With Gold at S35.00) 
S14.00 S7.00 S7 00

Percentage
Increase

From a loss to
a profit

Over 500(Jk in 
crease in profit.

From this it may be seen that, whereas at the old price 
of 820 67 Case "A" would be registering a loss, it would 
show a handsome profit at S35.00; Case "B" would increase 
its profits by over 500 per cent. These are first and primary 
effects on the prosperity of mines, but there are other bene 
fits equally direct, at first sight not so discernible, and these 
are as follows'

1 Certain lower-grade ores in producing mines below 
payability when gold is S20 67 per ounce come into 
the category of "ore reserves" at, say, S35 00 per 
ounce. This means that the life of the mine may be 
extended by many years and, depending on the 
tonnage of such low-grade ore, even might be doubled 
or trebled, thus contributing to the wealth of the 
country and to the employment of people, and to the 
consumption of goods and materials affecting number 
less allied industries

2 Many discoveries in remote places of deposits, which 
at the old price were of no value, can be turned to 
account because of the higher price, and thus new 
districts, followed by establishment of industries, 
railroads and settlements, may be born

3. It creates a stimulant and a greater incentive to the 
prospector, explorer and geologist in the search for
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new ores because it increases the probabilities of 
success

4. In general it means a new era of prosperity for the 
mining industry the world over, and, since this must 
have its reverberations in almost every other industry, 
it is an invaluable factor in helping towards restoration 
of world prosperity.

Since revaluation of gold is destined to be a preliminary 
step to stabilization of world currencies, and since this self 
same stabilization means gold will have a fixed price in 
terms of the new currencies, the logical deduction must 
follow that the gold premium will disappear, and it then 
remains to be seen to what extent the revaluation of gold 
will preserve those benefits which enable the mining industry 
to treat profitably the lower-grade ores. It seems abundantly 
clear that unless revaluation secures for gold the same 
benefits it now derives from the premium its prosperity 
must be impaired The real test of this will be known only 
when commodities and services likewise have reached an 
approximately stable level in terms of the new currencies, 
but the indications all favour the assumption that when 
stabilization comes the position for the gold mines will be 
less favoured. It behoves the leaders of the mining industry 
to safeguard their position by increasing watchfulness.

Gold revaluation, 
invaluable factor 
m world 
prosperity.

Gold premium, 
disappearance of.

Gold premium, 
profits diminished 
by loss of premium.

Question No. 55—How does the increased 
price for gold benefit Canada?

There are direct and indirect benefits, and in outline 
some of the more important of these may be stated as 
follows:

Increased price means greater production and in turn 
this means more employment, not only directly but in 
auxiliary industries. It means opening up new territories 
and gives employment to railroads and other methods of 
transport, and it adds to the wealth of the country itself, 
because the outlay involved in exploration and development 
is spent in the country, and the government proportion from 
taxation, both at the source and from the income to the 
individual, adds to the revenue. Indirectly it brings capital 
into the country through divers channels, some of them 
unseen, because the ramifications are wide and untold 
in number. Canada enjoys the possession of an enormous 
area geologically favourable to gold occurrence, and for the 
opening up of its remote territories there is no other incentive 
to compare with that born of the gold hunt

The discovery of other metals is frequently incidental, 
but at times may be of equal or greater importance than the 
gold for which the prospectors are looking, but there can 
be no denying the fact that in Canada (and this is true of 
other parts of the world) new territories have been opened

Gold,
opening up new
territories.

Gold,
bringing m 
new capital.
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Gold mining, 
industry of 
paramount 
importance.

up more unexpectedly by this search than from any other 
cause. It is, therefore, of paramount importance to Canada 
that the gold mining industry should be fostered in every 
conceivable legitimate way in order that it may expand as 
rapidly as possible, because with that expansion will follow 
all those other needful things of a young country possessed 
of such an enormous area and yet so sparsely populated 
During the great depression the tremendous importance of 
the mineral production of Canada, and particularly the gold 
production, has been recognized by politicians and economists 
of every character, and world experts have expressed very 
favourable views as to the possibilities of future expansion 
in Canadian mining

Revaluation, 
favours the 
debtors

Question No. 56—What effect has gold 
revaluation on debtors and creditors?

This is one of the most contentious points of discussion 
in the whole scheme of currency problems Broadly speak 
ing, however, it may be said, without fear of denial, that 
primarily it helps the debtor In the long view the position 
of the creditor is improved because it tends to bring the 
debtor back to a position where he can pay at least in part, 
whereas under the old conditions he might be able to do 
nothing

If it be assumed that the new dollar will contain only 
one-half the amount of fine gold of its predecessor, and that 
commodities and services are to rise in price to adjust them 
selves to this alteration, then the debtor will be in a position 
to pay oft" his debts in new dollars which in reality will 
possess only half the value of the old dollar, and he, there 
fore, makes a reduction of fifty per cent in his debt at the 
cost of the creditor This refers to debts of individuals, 
corporations, communities, municipalities, provinces, states, 
countries and nations One simple method of bringing this 
point home may be used in the following illustration 1 
A man has SI,000 (K) invested in bonds If he had sold 
those bonds and invested his SI,000 00 in gold at S20 67 
per ounce and had then sold his gold at S35 00 per ounce, 
he would be in a position to go back and buy SI,690 00 
worth of the same bonds In terms of gold, therefore, the 
man who adheres to his original investment in bonds has 
suffered a depreciation on his investment if gold is to be 
revalued permanently at the higher level

Revaluation, 
automatically 
increases money 
volume.

Question No. 57—How does gold revaluation 
affect commodities and services?

Revaluation of gold, if it becomes general, automatic 
ally increased the volume of money available, and whether 
that money be in the hands of governments, banks, 
corporations or individuals, the tendency is to put it to



work, which means in effect that it will be exchanged for 
services or goods, and in the process of this exchange a 
greater demand for these commodities arises and in turn 
the market reaction is reflected in elevation of price levels 
If it be true that under old conditions money had become 
too dear and all other things exchangeable for money 
relatively too cheap, the automatic increase of the quantity 
of money means in effect that money has become cheaper 
and those other things referred to must become dearer 
ultimately in terms of the new money. One of the major 
objectives of revaluation is to bring about just this situation 

It must not be forgotten, however, that supply and de 
mand are two crucial features in the price of anything, and 
it is obvious that if demand is to be widened the distribution 
of money—the new money—will have an important bearing 
on demand, and it remains to be seen what devices will be 
adopted to support the action taken in multiplying money 
supplies to bring about this vital and complementary 
distribution of money. It is plain that national, provincial 
and municipal authorities all will be placed in a better posi 
tion for carrying out public works, but the fact must not 
be overlooked that spending of this character has to be repaid 
with interest, and unless in the course of such expedients 
the division of money amongst the masses can be controlled 
to place them permanently on a profit-making footing in 
their own particular trades or professions, the apparent 
prosperity derived from such use of public moneys would 
cease whenever those supplies were withdrawn. It is true, 
however, that the first step towards a more workable divi 
sion of monetary wealth lies in the revaluation of gold, be 
cause of the increased volume of monev therebv created

Mone\r ,
dear or cheap

Money, 
public works 
expenditures.

Money,
distribution of 
wealth.

Question No. 58—How does gold revaluation 
affect the old Gold Standard?

The old Gold Standard has gone forever. It was con 
ceived at a time when gold coinage was the basis of legal 
tender in settlement of accounts between peoples and nations, 
and there were no restrictions regarding melting of coinage 
or export of bullion As the dimensions of trade between 
countries and communities expanded, paper money was 
introduced and this paper was interchangeable for gold 
Later the proportion of paper was allowed to reach a level 
at which only a portion of it could be redeemed, even if 
all the gold supplies were used in that redemption, but it 
was assumed that at no time could there be a demand for 
the exchange of more than a small percentage of outstanding 
notes into gold Finally, through the issuance of paper 
money by banks, the proportion of gold to paper in circula 
tion was reduced to a comparatively small fraction of the 
total involved Gold coinage was withdrawn gradually from 
circulation in order to permit of countries building up a gold

Gold Standard, 
old standard gone

Money,
use of paper money

Gold Standard, 
abandonment of 
old standard.
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Gold Standard, 
effect of 
abandonment in 
England

Gold Standard, 
reasons lor 
abandonment

Gold,
varying price of.

reserve to be maintained as a guarantee for its paper issues 
in the settlement of international balances, but under the 
old Gold Standard it still was possible to demand, under 
certain restrictions, gold in exchange for paper, whilst for 
clearance of international debts gold bullion was passed 
between nations

When England abandoned the Gold Standard in 1931, 
it enabled her at once to put an embargo on the exchange of 
gold for paper internally, or for the export of gold, excepting 
insofar as her own national obligations for gold payments 
were concerned In other words, she cancelled all agreements 
to exchange gold for paper with the exception mentioned, 
and from that moment the conventional Gold Standard 
was abolished. This did not mean that England abandoned 
the gold basis for her money. On the contrary, the step was 
taken to avoid depletion of her metallic gold reserves by 
such exchanges as those mentioned and at the same time 
give her an opportunity of replenishing her diminished store 
by purchase of new supplies which could not be withdrawn 
for paper as were the original ones In fact, this means that 
she still recognizes gold as the fundamental basis of her 
money, but for the time being, and until some new basis of 
stabilization is agreed upon, there is no fixed standard For 
instance, under the old standard the price of gold in England 
was J-4 4 11 y2 per ounce Since the abandonment in 
September, 1931, it has fluctuated, reaching a peak of 140 
shillings, but at no time in the interim has the price been 
back to the old level

New Gold
Standard.

New Gold
Standard,
some elementary
conditions.

New Gold 
Standard, 
silver ub.e 
probable.

Question No. 59—What is the new basis 
likely to be?

In general it is believed that, briefly, some of the main 
features of any new Gold Standard may be as follows

1. Minting of gold in the form of coinage for circulation 
to be abolished

2 In terms of all currencies gold to be valued at approxi 
mately double its old price

3 The metallic backing for note issues to be set at about 
20 per cent, instead of the conventional 40 per cent

4 Every country to call in all gold stocks held by its 
people to its Treasury, firstly for guaranteeing its 
note issues, and secondly for international exchanges

5 Silver may be brought in as subsidiary to gold in 
forming part of the metallic reserves.

6 Note issues to be unredeemable in gold
7 The only open market for gold to be in international

exchanges. 
8. Each country to purchase the gold produced or held

within its own confines in its individual currencv
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Naturally there will be numberless contingent regulations 
and stipulations bound up in the working of the new Gold 
Standard, and the above is intended simply as a hypothetical 
outline of the probable elementary features. To begin with, 
the basis will be promulgated by agreement between leading 
nations and in course of time others will follow.

New Gold 
Standard, 
world action 
required.

Question No. 60—What is the present position
of Canada in the gold mining industry and

what are its prospects for the future?

By reason of the remarkable progress made in Canada 
in the past twenty years and of the tremendous area, 
geologically favourable to the occurrence of gold ores 
which she possesses, and because of the numerous new dis 
coveries of recent years, and the great agitation accompanied 
by widespread activity in exploratory work that is now 
proceeding, and finally because she is second amongst the 
world's gold producers, Canada's position must be regarded 
as most enviable at the moment, and full of unusual promise 
for the future. In sections 53 and 54 hereof the major 
advantages of gold revaluation have been dealt with, and 
the prospects for the future of Canadian mining are excellent, 
provided the advantages now being derived from the gold 
premium are not diminished too severely or lost altogether 
in the revaluation of all other commodities and services. It 
is obvious that greater prosperity for the industry can be 
predicated only on new discoveries from time to time that 
will serve to maintain or augment the "ore reserves" as they 
stand today, and possessing a marginal value between profit 
and loss of about the same order.

It has been shown what a tremendous bearing the gold 
premium has on the possibilities of treating lower-grade ores, 
and there is no doubt at all that the maintenance of gold 
supplies to keep pace with world expansion in industry can 
be visualized only if the lower-grade ores (and by these are 
meant those regarded in the past as unprofitable or un 
commercial) can be handled at a profit. For 1932 Canada 
produced 3,050,581 fine ounces of gold from all the mines of 
the Dominion, and in 1933, 2,945,070 fine ounces. In 1928 
the total number of producers in the Dominion, having an 
output of over 40,000 ounces per annum, was ten, and in 
1932 fourteen, so that in a period of four years the number 
increased 40 per cent. If the existing benefits of the gold 
premium are not lost, it is possible that the total of such 
producers in the next five years might be doubled. The 
measure of the chances of progress may be said to lie in the 
degrees by which the price level of gold relatively remains 
above that of the price level of commodities and services.

Gold production,
Canada's
progress.

Gold production, 
future promise.

Gold production 
and gold premium, 
immense bearing 
of premium on 
production.
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Whilst the old Gold Standard was in force the price of gold 
remained constant, regardless of supply or demand, and if 
under the new standard it is likewise to remain constant there 
is the danger that the rise in other commodities—to which 
there is no set limit—once again will overtake the stationary 
level at which gold is fixed, and the position of the gold 
producers would revert to that obtaining before the gold 
premium came into existence The very low-grade mines 
would have to close down, and the search once more would 
be for ores of a high grade, because the necessary margin 
of working profit could be obtained only from those ores 
possessing the higher grade, and, since the percentage of 
these is relatively small, the compass of the industry, instead 
of expanding, would shrink

Insofar as competition with other countries is concerned, 
Canada is well placed relatively whatever the conditions are, 
because she has a wealth of favourable areas accompanied 
by all the natural and essential conditions, such as power, 
transport, accessibility, labour, materials and so forth, that 
must ensure for her a high place in the industry, whatever 
happens. If the world is to adhere to gold as the foundation 
of its money it is to be hoped that men of vision will formu 
late at this stage safeguarding laws calculated to take care of 
the future There is no doubt that adequate quantities of 
the metal exist and may be extracted profitably from the 
ground, provided the price at which it is fixed will permit of 
the treatment of those low grades upon which further 
supplies must be postulated

Silver,
world output for
past five years.

Silver,
causes of decline.

Question No. 61—What is the recent 
production of silver?

The maximum for all time was m 1929, with 261,000,000 
ounces, and for 1930 it was 252,660,826 ounces

1931
1932
1933

198,847,205 ounces
168,737,400
161,000,000 (estimated)

This descent in the scale arises more from the decline in the 
output of base metals than in the price of the metal silver 
itself, for the reason that the major proportion of silver is 
derived from base metal production Nevertheless the low7 
price for silver has a very appreciable effect on the total 
output independently of base metals, and if silver were 
restored to the average price of the nineteenth century it 
would increase not only the output of silver, but would be 
of immense benefit to many of the base metal producers 
For instance, one of the greatest copper mines of the world 
(Cerro de Pasco) is also one of the great silver producers, 
and there are others of the same character which would 
benefit, though to a lesser extent
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Question No. 62—What are the recent developments 

towards the restoration of silver as money?
In the past two years the agitation for restoration of 

silver as money has continued and at times has called for 
world-wide attention At the World Economic Conference 
in London in 1933, out of all the glut of controversy, the 
only agreement arrived at was in connection with silver, 
and the delegates of over sixty nations agreed, subject to 
confirmation by their respective Governments, to principles 
that easily might lead to far-reaching results if the aims of 
the compact are materialized Some of the first steps advo 
cated have been taken already by a number of the nations, 
and these have reference to the regulation of dumping by 
those countries holding large stocks of silver, and by the 
principal producers of silver To this extent the silver 
market has been relieved, thus paving the way to those 
further steps contemplated. The United States has gone 
a step further than any other nation by deciding to purchase 
new silver production from the domestic mines at the old 
legal rate of 11 29 per ounce, one-half of which is retained 
by the Treasury and one-half goes to the mines In other 
words, the mines receive 64^ cents per ounce, whilst the 
Treasury obtains half the production for nothing. The 
producing mines send their silver to the Treasury, and half 
of it is returned to them in the form of new silver dollars. 
This, of course, affects only the United States at the moment 
It is claimed, however, that unless world agreement can be 
arrived at to restore silver to its old place as money, the 
demand for the metal would be too small to justify more 
than a fraction of its old price, because the industrial demands 
at present are extremely limited Whether science and 
ingenuity can find new uses for the metal, which would 
create such a demand that the normal output of over 200 
million ounces per annum could be absorbed at anything 
like the present price level, is a possibility that cannot be 
dismissed altogether, but at the moment it must be regarded 
only as remote.

It is on this aspect of the question many writers do not 
appear to concede even today that the major demand for 
silver is not for industrial purposes—is not for its uses as 
an ordinary commodity—but, on the contrary, is because 
it is still used as money by half the population of the world 
Determined efforts have been made by monometallists to 
destroy the uses of silver in this regard, and if they should 
achieve their purpose silver would be of no appreciable 
value to the mining industry, whilst the multitudes who 
have invested their wealth in silver as money would be 
impoverished still further. On the other hand, if silver is 
restored and, contingently, debased coinage and low currency 
notes withdrawn from circulation to be replaced by sterling 
silver, the ensuing demand would bring silver back to its 
old price of over a dollar an ounce, whether it be stabilized
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at a fixed ratio to gold or be dealt with in some other fashion 
as accessory to gold.

The proponents of silver in the United States, who are 
endeavouring to take the lead in this direction, have many 
strong supporters in all parts of the world, and it is very 
plain that progress has been made in the past two years 
towards the accomplishment of their plans. The opposition 
is stubborn and strong, and the revaluation of gold at a 
higher figure has provided them with a further weapon in 
their arguments against silver. The psychology of the 
people of the Orient is a formidable obstacle to the wishes 
of the monometallist, and it seems not at all improbable in 
the final stabilization of currencies as between nations silver 
will find a place as money.
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Question No. 63—What are the prospects 
for silver production?

The prospects for silver production are dependent 
entirely on whether the demand for silver is to be confined 
to its uses as an industrial commodity or as money. In the 
former case, and insofar as it is under control, production 
would diminish for obvious reasons In the latter case, 
expansion would take place, undoubtedly, but it must not 
be forgotten that it must keep pace automatically in the 
major part to the production of base metals. One thing is 
assured, and that is, with the return of prosperity to the 
world, the demand for base metals such as lead, copper and 
zinc must and will increase and "pari pasu" so will the out 
put of silver. If silver is at a high price the "straight" silver 
mines would be stimulated to increased output, and new 
mines would be opened up the world over.

Silver, 
increased 
purchasing po\\er.

Silver,
volume of money
increased.

Question No. 64—How would silver restoration 
affect the world position?

Countless contributions to world literature have ad 
vocated silver restoration because of the increased purchasing 
power that would be given to those hundreds of millions of 
people who hold silver money and who have been accustomed 
to its use for generations. Furthermore, the money wealth 
of the world would be amplified to the extent of several 
billions of dollars, and if it is to be used as part metallic 
backing for paper issues those billions would be multiplied 
accordingly. It would raise the wealth of the people in the 
Orient, and would close the dangerous gap that has made 
trade between the Orient and Western civilization increas 
ingly difficult since the debasement of silver. It would tend 
once more to bring the world's greatest undeveloped market 
to the rescue of the overproducing manufacturers of the
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western world The opponents of silver are apt to resort 
to the argument that the volume of trade between the east 
and the west is only a small percentage of gross world trade, 
and, therefore, of little import. This argument is fallacious, 
because it takes no stock of the percentage of favourable 
trade balance represented. An analogous case is to be 
found in the gold premium. When it was standing at ten 
per cent the argument was that it was only a small propor 
tion of the gross, but as shown elsewhere this does not alter 
the fact that it may amount to 100 per cent or even 1,000 
per cent or more of the profit, and one only has to study 
the figures of trade between the various countries to ascertain 
that the greatest profit has not been always in the channel 
representing the largest volume. An impartial consideration 
of all the facts warrants a belief that greater good for the 
greater number would result from the rehabilitation of 
silver as monev.

Silver, 
fallacious 
arguments against 
silver

Question No. 65—What are the fundamentals 
in the silver controversy?

Most of the fundamentals in this controversy have 
been dealt with in Sections 37, 38 and 39 of Bulletin No 80 
Very briefly stated, however, the basic question—the essence 
of the whole problem—is whether or not silver is to be used 
universally as money. All other counters in the argument 
sink into insignificance by comparison

Silver,
as money or an
industrial
commodity.

Question No. 66—How could silver be used
as auxiliary to gold in metallic

backing for note issues?
Many suggestions have been made as to the methods 

that could be adopted in using silver with gold, and these 
resolve themselves into anything from a fixed bi-metallic 
ratio of 14^ ounces of silver to one ounce of gold at one 
extreme; to a modest five per cent of the gold reserves 
on the other extreme. One suggestion, favourably com 
mented upon, was that Treasury gold reserves should be 
supplemented by silver, not to exceed 40 per cent of the 
value of the gold or not to be less than 20 per cent For 
instance, if a country had one billion dollars worth of gold 
in its Treasury it could not exceed 400 millions in supple 
mentary silver or carry less than 200 millions. The price 
of silver under these circumstances would not be on a fixed 
ratio to gold, but would fluctuate from day to day, and the 
standing of the silver reserves would be measured by the 
average price for the previous one hundred and eighty days.

Thus if the price of silver dropped severely, the country 
concerned would be forced into the market to buy silver in 
order to bring it up to the 20 per cent minimum. Or, if the 
price of silver rose and the 40 per cent was exceeded, the silver
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control of market
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could be sold in open market In this way the price of silver 
would be controlled wit'im given limits If at the same time 
debased silver and small denomination currency notes were 
withdrawn from circulation and genuine coinage substituted 
therefor, it is probable that the price of silver, even on the 
20 per cent minimum basis, of its own volition would regulate 
itself to the ratio of production with gold There are many 
modifications of this suggestion, but the broad principles 
are as above outlined

Sih er, 
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Question No. 67—What is the nature of silver as 
an industrial commodity only?

The demand for silver as an industrial commodity 
is estimated at approximately sixty million ounces a year 
Its chief uses are photography, jewellery, ornaments, house 
hold equipment, etc As a metal it has exceptional virtues 
that would make its use more general for industrial purposes 
if it were cheaper, but, whilst money has a metallic basis, 
it would seem that gold and silver for natural and physical 
reasons are complementary to each other, and it is in this 
field that silver should find its place eventually
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Question No. 68—Why is stabilization of
leading currencies essential to world

industrial recovery?
Until currencies are stabilized there are perhaps daily 

or even hourly fluctuations in the market value of one 
currency as compared with another, and these changes may 
be of a minor or major character In these circumstances 
the interchange of goods between countries assumes an 
exceedingly speculative and dangerous nature, because by 
the time the goods have arrived at their destination in a 
foreign country the money for which they were sold might 
have depreciated to a serious extent and thereby engendered 
a heavy loss In consequence, the cautious trader is afraid 
to gamble on such fluctuations and narrows his range of 
business more and more to the confines of the territories 
which employ his currency International trade is impeded, 
therefore, and domestic trade becomes congested because of 
the stoppage of its outlet for surplus goods When currencies 
are stabilized these difficulties are ameliorated, and it 
becomes manifest that restoration of international trade 
can hope to regain its former dimensions only when this 
vexed question of stabilization has been settled At this 
present juncture everything is in a state of disruption, but 
the United States has taken the first tangible step by fixing 
the price of gold between S35 00 and S41 34 per ounce This 
reduces the margin of possible gold revaluation to fixed 
limits so far as the United States dollar goes, and conse 
quently it remains for other countries to take action, because
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it is certain that a precursor of final stabilization will be 
the definite price fixing of gold at a new level by the leading 
nations of the world.

Question No. 69—Why has the war debt
question been the greatest deterrent

to world recovery?
The popular answer to this question is because the 

payment was called for in gold, and because the total visible 
gold stocks in the world only amounted to about half the 
total debt owing. In these circumstances it was a physical 
impossibility to pay war debts Quite apart from that, the 
belligerents in the Great War, with the exception of the 
United States, had stripped themselves to the bone, and on 
top of that had borrowed themselves into bankruptcy, and 
none of them were in any condition to make good according 
to the letter of the law For these reasons numberless 
conferences have been held to find some means of effecting 
a compromise that would make it possible for debtor coun 
tries to regain solvency without going through the bankruptcy 
court No scheme has been found acceptable to both 
creditors and debtors for wiping out the debt or modifying 
it in some fashion that would permit of stabilization of 
currencies The extreme alternatives proposed at various 
times are:

1. Repudiation by debtors; or
2. Cancellation of debts by creditors.

There is a natural objection to repudiation by any 
nation, not only because of the loss of self-respect and 
the blow to prestige, but because such a precedent would 
make any further international arrangements in the years 
to come extremely difficult On the other hand, cancellation 
by creditors, whilst appealing in principle to many broad- 
minded, philosophical, eminent men, has its objections, and 
its merits are not easy to bring home to the humble individual 
of the creditor nations, who is suffering from depression 
himself

The fair-minded leaders of both sections have been alive 
to the mutual difficulties, and also keenly aware of the fact 
that for world peace and restoration of normalcy some way 
has to be found sooner or later to settle this perplexing and 
dangerous question The only other alternative is, firstly, 
to alter the clause calling for the payment in gold (and in 
effect this has been done already), and secondly, to dilute 
the volume of available money to such a point that the 
settlement no longer would be an intolerable burden

Recent developments indicate that it is perhaps in this 
latter direction a solution of this distressing problem will 
be found, and thereafter all those other things that make 
for restoration of amitv and hanmT trade relations between
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nations should follow quickly Another feature of this third 
alternative is that the burden of debt under which the world 
is staggering today—quite apart from war debts—also 
would be alleviated substantially, and this is perhaps as 
important, if not more important, than the war debts 
themselves
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Question No. 70—What is the incidence of 
"supply and demand"?

"Supply and demand" are the keynotes in the price 
level of anything or everything, and the shifting prepon 
derance of either one in the course of trade raises or lowers 
the price level correspondingly. These same terms readily 
may be translated into overproduction and undercon 
sumption, since the former means, in simple language, 
too great a supply, and the latter too little demand Trade 
implies exchanges of goods and services, and these are imple 
mented by the use of money. Demand is created by the 
possessors of money who desire to purchase goods and 
services. It follows, therefore, that given co-ordination in 
production, demand and money, the passage of trade should 
be smooth, or, contrariwise, disproportion in any one of 
these may disturb or dislocate the entire machinery Hence 
it follows that controllers of industry, labour and finance 
must concentrate unceasingly on safeguarding their respec 
tive interests in these matters if upheavals of dangerous 
dimensions are to be avoided Unfortunately, their best 
efforts may be frustrated by events over which they have no 
control, such as war or revolution, and, until the world has 
adjusted itself to regulations which will no longer tolerate 
these barbaric outbursts, spasmodic interruption of that 
character may be expected.

Quite apart from these contingencies, however, there are 
instances of overproduction which are susceptible of control 
by prearrangement Until it has been demonstrated in any 
given case that the so-called "overproduction" is not merely 
a congestion brought about by lack of distributional facilities, 
whether arising from lack of transport or purchasing power 
or trade barriers, or other impedimenta, the term is only 
applicable temporarily, and until such time as these other 
obstacles mentioned are removed. Nevertheless, it seems 
probable, from the huge strides in scientific improvements, 
now being made and to be expected, in all matters affecting 
production, that the time must come when the possibility 
of producing more than the world can consume of many 
things will arise, and co-ordination will become more and 
more imperative So long as competitive effort for individual 
profit continues, the control of production must present 
difficulties, and, since progress is largely the outcome of 
competition, it would seem that attention must be concen 
trated on the regulation of methods to give healthy rivalry
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Question No. 71—What is the incidence of 
machine power?

Since one of the main objectives of the introduction 
of machine power in industry is to displace man-power, 
it follows that a time must arrive when only a fraction of the 
man-power originally employed can be utilized, unless the 
daily hours of human labour are reduced in mathematical 
proportion to the work supplanted by the machines. It is 
idle to deny that the civilized world today is facing a 
complexity of problems brought about by the introduction 
of machinery, because no systematic scheme has been worked 
out to provide for the human workers thus eliminated. It 
is contended by some that workers, liberated from an industry 
because of the use of machines, will find employment in new 
fields also developed by the advent of the machine, and this 
is true in part. A case often cited is that of the automobile. 
It is claimed that the manufacture of automobiles has given 
employment directly to hundreds of thousands of people, 
and indirectly to perhaps an equal number employed in 
works auxiliary to the automobile industry.

At first blush this appears to be a sound answer, but 
upon analysis it is by no means so simple. The automobile 
has displaced untold numbers of horses, drivers, grooms, 
livery stables, carriage works, harness-makers, farriers, and 
contributary works, but one automobile may do the work 
of twenty or thirty or even fifty horses, and may be controlled 
by one man Just imagine the influence this has had on the 
world, or try to conceive for a moment that our entire trans 
port and delivery arrangements today were carried out with 
the old horse-drawn vehicle. It requires little calculation 
to realize at once that the automobile industry employs only 
a fraction of the men that would have been necessitated 
under the old condition. And this same argument may be 
applied to countless instances. "Technocracy" is a term 
that has been coined to embrace the influence of the machine 
on industry, political economy, psychology and sociology, 
and, whilst some ridicule has been directed towards those 
who coined the phrase and to others who claimed that the 
machine was a serious menace to labour of the old order, 
there can be no doubt that the world has to take stock 
again of the situation brought about under our very noses 
by this innovation.
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Question No. 72—How is the relative value
of currencies "off" the Gold Standard

arrived at?
When England went "off", the measure of deprecia 

tion was fixed by the quotations for sterling in terms of the 
United States dollar or the French franc. When the United 
States in turn went "off", the French franc was used 
commonly as a yardstick. If France goes "off", the compara-

Currency,
comparative
prices.
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live price quoted for gold in each of the currencies is probably 
the next alternative, and, until a general return to stabiliza 
tion on some agreed basis has been reached, exchange ot 
currencies will be complicated more than ever, and the 
calculations of the comparative values of currencies, though 
simple enough arithmetically, will be less accurate than at 
present In fact, it may be said that lack of stability in this 
regard forces the nations more and more to retreat within 
the confines of their own boundaries, and there can be no 
doubt of the damage to international trade that must result 
There is one safety feature, however, in tying up to the gold 
price, this being that any country that professes to have 
a free gold market cannot afford to have its currency at a 
price where its gold reserves will be depleted The only real 
solution, however, lies in some form of agreement between 
nations regarding stabilization, and in the interim nothing 
can dissipate the confusion and perplexities inseparable from 
existing conditions
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Question No. 73—How could the present world 
economic situation be summarized?

At this juncture international trade relations are dis 
organized and this condition is attributed mainly to money 
instability The world never was equipped so well for 
producing and distributing necessities and luxuries to any 
body or everybody m any part of the globe The triumphs 
of science have subdued substantially the opposing elements 
on land or water, or in the air But, dominating all of these 
is the power of money, and there can be no economic peace 
or universal prosperity until the discordant elements in thi^ 
factor have been harmonized Failure to reach agreement, 
if prolonged much further, may lead to a conflagration that 
by comparison would make all previous upheavals look 
insignificant Those revolutionary scientific achievements, 
of which we speak with such pride, are responsible for the 
fact that what might have been, under old conditions, only 
an isolated catastrophe, now possesses possibilities of be 
coming universal

This world, in terms of time and distance, has shrunk 
unbelievably in the present century, and the seclusion of 
nations that hitherto prevailed is now a thing of the past, 
and every day of progress makes it more remote We have 
not had time to accommodate ourselves to the new conditions 
brought about by machinery of man's own fashioning, and 
are now in the throes of the struggle to find a workable 
solution Since money is the measure of the value of all 
material things, it is only logical that the greatest disturb 
ance is to be observed in its domain, and it follows that, 
if the proper curatives are applied to the root of the disease 
from which the monetary heart of the world is suffering, 
the chaos will subside
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There are other ills—plenty of them—that the human 
race is heir to—but these may be suffered with some appear 
ance of complacency when the major trouble has been 
relieved In the meantime the jingle-jangle between nations 
—and even within the boundaries of peoples—will continue, 
but it is to be hoped that there is sufficient sanity in world 
leaders to ensure peace without preliminary slaughter 
Extraordinary gestures have been made by Russia, Germany, 
Italy, France, Austria, Japan and other foreign nations, but 
it would appear that definite progress can be made only 
when the English-speaking peoples present a united front 
on the major problems.

Question No. 74—How is the price of gold and 
silver fixed in London?

Tlie official price for gold is "fixed" at 11 am and 
silver at l 45 p m daily in London The gold quotation is 
for "spot", and all transactions are for cash "Futures" 
are based on foreign exchange rates, but are in no way 
official

Silver has two official quotations, one for "spot" and 
another for two months "forward" The basis of price fixing 
is set at a level that will absorb all metal on offer, and the 
London market consists of four firms of bullion brokers, 
namely, Messrs Mocatta and Goldsmid; Messrs. Sharpe 
and Wilkins; Messrs. Samuel Montagu and Company; and 
Messrs. Pixley and Abell; and all buying and selling orders 
are balanced by conference between these four firms.

There is a difference between the London and New York 
quotations because the London price is for standard silver 
(925 parts in 1000 fine) whilst New York is for fine silver. 
To reconcile the London quotation with the New York 
quotation, allowance has to be made for this difference, 
and the following illustration will serve to show how this 
is arrived at

Take the London quotation at 20 pence per ounce, then 
20X1 08 (arrived at by dividing 1000 by 925) = 21 60 

Then 
Take the New York price for sterling at ®5 08, and

Divide 5 08 by 240 (the number of pence in a pound 
sterling) s 2 117c. for each penny of English 
money 

Then
Going back to the 21.60 pence (the computed calcula 

tion for fine silver in English pence) and multiply 
this by 2117 (the number of cents per penny)—thus: 

21 60X2.117=45.727c as the equivalent New 
York price for fine silver as compared with 
20 pence for standard silver in London. 

The quotations rarely agree exactly because of the fluctuating 
price of sterling or of United States dollars, but the above 
method may be used to arrive at the equivalent price on 
anv stated basis
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