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Of all the learned gentlemen offering testimony concerning the removal of gold
backing from U.S. Reserve notes, 1 don’t think any of them actually makes a living
selling U.5. money. Since I do (1 sell it for future delivery), I believe that T have a
better working knowledge of the subject and how it affects my customers than do
many who only have an academic or theoretical knowledge . Government witness-
es, of course, will not be able to shed any light on the subject at all since, if they
could, the United States would not now find itself in the monetary crisis which has
necessitated these hearings.

When a widow asks me if she should take the proceeds of a life insurance
policy in cash or as an annuity for life, | am not being asked any mere theoretical
question, but upon my advice and judgment rests the possible welfare or depriva-
tion of a small family unit. When a newly married man asks my advice as to the
type of insurance he should buy, he is, in reality, asking me to express my opinion
concerning the future purchasing power of the U.S. dollar since, if [ were to advise
him to purchase an endowment at 65 policy, | would be advising him to send
muoney ahead so that it could be spent some 30 years hence. Obviously, if I am to
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sleep comfortably at night, [ had better know something about U.5. money and the
subject of inflation when I am called upon for this type of advice. Since | believe
that a man should know his product, I have spent a good deal of time studying and
learning about U.5. money, which leads directly into a study of U.S. monetary
policy over the past 30 years. Any impartial study of this subject can'only lead to
the inescapable conclusion that there are many government officials who, by all
laws of justice, should now be behind bars. Since a program of monetary inflation
has heen the direct result of U.S. monetary policy, and since inflation robs a citizen
just as effectively as a bandit who cleans out his safe, there seems 1o be no reasen
why one is hunted down, tried, and jailed while the other is allowed to freely walk
the streets of Washington, D.C. The success that the U.S. government has enjoyed
in escaping the blame for inflation has been possible only because of the wide-
spread ignorance of the subject on the part of the private citizen. This ignorance is
so widespread that, in the past, American presidents have been able to accuse
American companies of contributing to inflation when they have increased prices
and have labeled as inflationary, union wage agreements. Such accusations were,
of course, sheer bunk!

Price increases are the direct and unavoidable result of monetary pressure
caused by “‘inflating’” the money supply. The word inflution, of course, even
means to blow up as a balloon . . . to inflate. The United States government has
consistently, over the past 30 vears, permitted this ““blowing up" of supplies of
money and credit. It has permitted direct issuance of Federul Reserve notes backed
by U.S. government bonds which, in effect, is the printing of money . . . the most
naked inflationary device. This manner of issuance of Federal Reserve notes was
never envisioned when the Federal Reserve System was created. It was, in fact,
specifically prohibited. [t has also encouraged low interest rates, low reserve
requirements, and has, by guaranteeing debt, made consumer cradit much easier,
All of these devices have permitted prices to rise. One has only to look into the
yearly increase in Federal Reserve notes to understand where all of the inflation is
coming from. It is, of course, possible to blame the vast amount of monetary
ignorance, which apparently exists in the nation’s capital, to the tremendous
influence exerted by the Keynesian school of economics, as represented by Heller,
Samuelson, Galbraith, and Keyserling, etc. Their whole economic mumbo-jumbo
(they like to use the term *“compensatory fiscal management’') can be reduced to
their simple remedy for overcoming all economic ills—create more money and
muore burcaucracy.

Neither space nor time, of course, will permit me o treat in depth many of the
points I am attempting to cover but these concepts of **cost-push inflation” can be
dispensed with quite quickly. This “*theory™” does no more thas redefine inflation
in its own terms and answers nothing, Since inflation results in higher “costs™ and
all such costs are themselves “prices’” (the price lor laubor, the price for raw
materials, e}, 1o i_'xpt;un inflation as ““cost-push’™ 15 1o say thal ““prices nise
because prices rise. " Apart from being sheer double talk, this " theory™ flies in the
face of fundamental economic law which is that costs have nothing 1w do with price
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but that “*price is determined by supply and demand.”” The lay public can be
forgiven, of course, for not understanding this, but such ignorance is unforgive-
able in anyone presuming to call himself an economist. Costs will, of course,
affect supply, which will then have an affect on price but costs in themselves have
nothing to do with price. 50, how could there be any such thing as **cost-push
inflation’"?

All of our inflation {price increases) has been the direct result of government
monetary policy and it has permitted the government to get its revenues through a
program of inflation rather than by taxation. 1 would suggest that, since the
government was given the power to collect revenue by direct taxation but not the
power to collect it by inflation, all government inflationary practices must be
unconstitutional.

Inflation has permitted the government to appear to be delivenng vast amounts
of government benefits which would have otherwise required even higher levels of
taxation and it has allowed the government to retire its debts, not by programs of
bond redemption, but by inflating them away. I will not even attempt to offer
figures showing the amount of the taxpayers’ loss, but it runs into the billions, far
more than was ever lost by bank robberies or bank failures. Suffice it to say that
figures were just released showing that prices rose last year by 3 percent. Since the
funded national debt is approximately $350 billion {(forgetting all other dollar
accumulations), this enabled the government to *“retire”” $10 billion of its bonded
debt. But to define inflation in terms of American price levels is to continually
understate it, because it hides the heneficial effects of increased productivity
—prices have risen despite increased efficiency, etc. However, to see the full
effect of our monetary inflation, we should compare prices of items that cannot be
manufactured . . . the cost of a haircut, daily rates in our hospitals, the cost of a
doctor’s house call (if it is even available), the cost of a violin lesson. If these costs
are compared, it will be readily apparent that all government figures which purport
to indicate the level of inflation actually undersiare ir.

The reason that [ have spent so much time on the subject of inflation is that a
thorough understanding of it is essential in understanding the monetary crisis now
facing the nation, and an understanding of inflation is essential if this crisis is to be

solved.
That the current administration does not understand the problem or how to

solve it is obvious, since they now propose removing gold backing of Federal
Reserve notes. That such a ludicrous proposal can be made is indicative that
federal mismanagement of our monetary system has simply brought us to the end
of the line, inflationwise. The bubble of U.5. monetary inflation cannot be blown
up any further and [ simply wish to prevent political hot air from bursting it
completely (as happened in Germany in 1923), since this would have the effect of
making me a party to the swindle because such a step would victimize all those
little people 1o whom 1 have sold cash-value life insurance and annuities over the
years. _

MNow to our immediate problem: Why does America face a balance of payments
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