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THE LLAW OF PRICES:

A DEMONSTRATION OF THE NECESSITY FOR AN INDEF-
INITE INCREASE OF MONEY.

L

HE writers on money seem auever to have obtained the first
4 climpse of the fundamental /aw which governs prices,

and which necessitates a constant and indefinite increase in the |
volume of money. That lav. may be illustrated in this manner: R
Suppose an island cut off from all communication with the &

rest of the world, and inhabited by one hundred men. Suppose
that trese hundred men know no industry except the production
of wheat ; that they produce annually cne thousand bushels, each

man producing ten bushels, which is enomh fo. his own con- |

bupr)osc further that thes 1en have money

to the ammount of five dollars each in gold, 511ver, and copper coins,

and that these coins are valued by them as highly as siinilar  1

coins are now by us. What will be the price of wheat among

these men, compared with the coins? Plainly, it will bear no | )
price at all. Each man prcducing for himself all he can eat, no L

one has any occasion to buy. Therefore none can be sold at any
price.

But suppose that one after another of these hundred men leave

wheat-growing and engage in the prcduction of other com:odi-
ties,—each producing a different commodity from all the others,

—until there shall be a hundred different commodities produced 3 §
only one man being left to produce wheat. And suppose that[§

this one inan has increased his product from ten bushels to one

thousand. There is now just as much wheat as there was when @

all were employed in producing it. The only differences ave

first, that “az whole amount is produced now by one man, whare B

ot es "%"\»s?gf
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¢ before it was produced by a hundred men; and, secondly, that
the ninety-nine men have each engaged in the production of
some commodity different from that produced by any other, but
' of which, we will suppose, ali the others wish to purchase each
- his proportionate sharc for consumption.
. There i now a hundred times as much wealth procduced as
L when all produced wheat and nothing else.  But each kind has
. only a single producer, while ** finds 2 hundred consumers. And
each mun's product, we will + npose, has th.: same value with
every other man's product.

\What, now, will be the price of wheat among these hundred
men, relatively to the coins? Doubtless a dollar a bushel.
When the first man abandoned wheat-growing, and betook him-

8 sclf to some other occupation, he created a demand for ten bush-

B cls of wheat, which he still wanted for consumptior. as before.
| This demand for ten bushels would doubtless be sufficient to
| give wheat the price ~f one cent per bushe! where it had no

I price before. Whe. a second man of the hundred abandoned
B wheat-growing, he created a demand for ten bushels more ; mak-
ing twenty bushels in all. This increased demand would doubt- !

B less be sufficient to raise the market price of wheat to two cents
a bushe'. When a third man of the hundred left wheat-growing

@ for some other pursuit, his demand for ten bushels would raise

the market price another cent ; and sc on, until by the time the
ninety-nine had left wheatgrowing, the continually increas-
ing demand would have raised the price to ninety-nine cents a
bushel ; for convenience of round numbers, say a dollar a bushel.

liere, then, wheat has been raised from no price at all to a

Zoliar a bushel, not because there is any less wheat produced, or 3
any more consumed, than before, but solely because the whole #§
thousand bushels are now produced by one man, instead of being §
produced, ten bushels each, by the hundred different men who §
were to consume it; and because, further, each of the ninety-
nine men who have left wheat-growing is able to purchase wheat,

inasmuch as he has been producing some other commodity which

brings him as good a price as the wheat brings to the man who

still produces wheat.

Under this new state of things, then, the man who continues T
to preduce wheat produces a thousand bushels, werth a dollar a §
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bushel; that is, a thousand dellars’ worth in"all.  Each of the
other ninety-nine produces an equal amount of market value in
some other commodity. The whole hundred men, then, pro-
duce wealth that has now a market value of one hundred thou-
sand dollars, where oiiginally they had produced nothing that
had any marker value at all.

This change in the pric: of wheat has been produced, then,
solely by reason of the diversity of industry and preduction that
has taken place among these hundred men. .And the market
prices of all the other ninety-nine commodities have been af-

# Tected by the same law, and to the same exteni, as has been the

price of wheat, '

Here, then, is a hundred thousand dollars’ worth of commodi-
ties produced, each man producing a thousand dollars’ worth.

2\5 each man retains a hundredth part of his product—that is,
ten doilars’ worth—for his own consumption, he has nine hun-
dred and ninety dollars’ worth for sale. The whole hundred men,
therefore, have one hundred times nine hundred and ninety
dollars’ worth for sale, which is equal to ninety-nine thousand
dollars in all; for convenience of round numbers, say one hun-
dred thousand dollars,

The hundred men, having each five dollars in coins, Lave in

| the aggregate five hundred dollars. To make the purchases

and sales of these hundred thousand dollars’ worth of commodi-
ties will require each of these five hundred dollars to be ex-
changed for commodities, on an average, two hundred times.
That is, in carrying on the commerce of these hundred men for
a year, their whole stock of money must be exchanged, on an av-
erage, once in a little less than two days. Orif we reckon but |

three hundred business days in a year, we shall find that the ]
- whole stock of money must be exchanged, on an average, once in

every day and a half.

Such rapidity o.f exchange would be practicable enough if the
holders of the coins should all part with them readily at their

p true and natural value, instead of holding them back in the hope

of getting for them more than they were really worth. But
where there was so active a demand for the coins as to require
that the whole stock be sold, on an average, ouce in every day
and a half, it is naturul to suppose that the nolders of the coins







