ne _many people ha

it could #ﬁmr«d altogether
ay, DS, thelr dreams will comg
e} but, in ‘we depend upon It
Dreserve the stabillty of onr financial system.
Fifteen years a;

to

nly by making them readily con.
vertible Into gold. Today many of us have not
Seen gold colns for years, and while in theory.
our notes' are convertible In practice our moncy
consists of notes and the token colns.
Notes are legal tender, and must, thercfore,
ted in exchange for zoods: but they
have no Intrinsic. value, and there Is no law
prescrihing how many goods thev shall huy,
Vhat Is there to prevent thelr arbitrarily vary.
belng now capable of purchasing twlce 4«
many goods, now balf as many?
In trath our note issue and our whole credit
system are in
librfum, peé

tugging
ready to be off on & & of
anchor which hol
reserve.

When gold circulated internally the stability
of paper money was preserved by ensuring that
be converted

promptly secure
are difficult to
by notes belng:

, stab
convertible Into gold for export.
If the value of the ponnd note in Australia
fell (by a fall In the value of the Paper pound
We mean a decrease quantity of goods it
Wil purchase), the gold into which it could be
converted swould

exchange rates, and
our gold reserves.

With proper qualifications it is
money as it Is of any commodity,
there is of it the less the value of each in-
dividual unit.  One of the qualifications of
money 18 that the quantity {s purely relative. It
at any time more notes were issued than were
warranted by the state of trade, we shonld be
Tiding off on a wave of credit, only to be
nmm;l)dy checked pdy the tugging of our anchor
a3 prices rose and. our gold reserves were
drained abroad. ik

For these conditions to arise it wonld not be
ustralin o pursue an active

flation. If other countries were

flation, ‘an attempt on

stralia to maintain g “splendid

be fullowed by precisely the

as true of
that the more

same phenomena.

1 recent years thers has been a virtual infla.
tlon of #his. type in Australia: while prices

have ot
_countries,
- from the consequences fo some years.
partly by the mru:-' pr!:e’ Which the
to

tact
world was pay for wool did not

a mlbc,nldmmunlodu
man in the street: X
In financial cireles the recent Bill intro.
duced by Mr. E. G. Theodore ~ (Federal
Treasurer) to give control of the gold re-
serve to the Commonwealth Bank is caug
ing' deep' discussion,

Prof. L. G. Melville (professor of economics
at the University of idelaide) endeavors in
this brief article to reveal the relationship
of the gold reserve to the few shillings whi
the man in the street ratdles in his pocket as
he goes jauntily on his way.

a rate which {s dearer than the cost of sending
gold. It Is necessary to insist that the cure for
inflation Is not more inflation, although this is
the will o' the wisp solutlon often sought, with
disastrous consequences,

The days of preserving the stability of the
paper pound by making it convertible tnto gold
for internal circulation are apparently gone. It
5 upon our regulations for the export of gold
that we must now depend. The recent action
taken by the Commonwealth Government to
centralise the gold reserves of Australia fs, in
such circumstances, to be commended, although
1t would have been better If the Commonwealth
Bank had first been converted into . central
bank. The bank will now have greater power in

gol s, and.
If the power is wisely exercised, this should
prove beneficlal.

As we depend upon the Internatlonal moye:
ment of our gold reserve to preserve the stability
of value of our note Issne, and this movement
s facilitated by the convertibility of notes into
£o0ld for export, it 15 not so well that the Bl
should also propose to place restrictions on the
export. of gold.

The Bill, us originally introduced, provided
that gold could be exported only aftér applica-
ton to the Commonwealth Bank and with the
approval of the Treasurer. It was, however,
umended by the Treasurer to place the control
with the. Commonwealth Bank. The gold re-

To give the Treasurer power to
export of gold,, bowever, wonld
and the power m

Suficient publicity shonld always be
to.any departure from the pure zold stani rd.
It should mot be spoken abont in whispers
but shouted from the bo: ‘bank
therefore, should not be given
the export o
only in ergency by
flelent solemnity to make it widel >
that, for the time being, we had strayed from
the path of fnancial rectitude. Moreover, the
control. vested 1n a Government 1d

Institution ane
in the bands of a board appointed by hte Govern:
ment, mizht still be abused.

hese reasons it would probably be
better, ecither to limit the  duration of the
measure under discussion, or to repeal it when
the pre t period of stress has pe 5
Bill marks a step away from the puré gold stan-
dard: we must never forget that every such
step makes it easler for tho currency to. be
mangled for political ends.
© should remember, too, that it is the de-
fenceless members . of the community who are
injured most by inflation—widows with in.
comes, penstoners who have thriftily ved
to provide for their old age. the unorganised
members of the working classes, and even the
organised members, whose wages do mot rise
as rapidly as the cost of living. .

some
at any action tending to weaken the
of our gold reserve. F




