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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 §

- N . &
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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
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would hold them back, in order to get more for them than their ’
true and natural value.  And in so far as they should do so, they

would obstruct trade, and by obstructing trade obstruct and

discourage production, and thus obstruct the natural increase of &

wealth.
1L

But suppose. now, that the number of men on this island be in-

creased from one hundred to ane thousand, and that they are all S : :
8 the whole thousand men will be one thousand times one hun-

engaged in producing wheat only; each man producing ten

bushels, which is all he wantz for Lis own consumption. And g

suppose that each man has five dollars in gold, silver, and copper
coins. What will be the price of wheat among these men, rela-
tively to the coins? Clearly, it will have no market price at all
any :nore than it had when there were but a hundred men.

But suppose that nine hundred and ninety-nine of these thou-

sand men leave wheat-growing, and 2ngage each in the produc- §
tion of a commodity different from that produced by any cne S

of the others. And suppose that tne one who still continues to
produce whea- is able, from his increased science, skill, and ma-
chinery. to prcduce ten thousand bushels—ten bushels for eacli
of the thousand men—where before he produced only ten bush-
€ls for himself.

There is now just as much wheat produced as there wa: Le- 1
fore. But it is now all produced by one man—nine hundred and §
ninety-nine thousandths of it being produced for sale—instead §
of being produced by a thousand men, each producing ten bush- §

els for his own consumption.
What, now, will be the price of wheat among these thousand
men? Why, being governed by the same law that has already

b‘een illustrated in the case of the hundred men, it will go on
msing one cent at a time as each man leaves wheat-growing for
some other pursuit, until, when nine hundred and ninety-nine )
shall have left wheat-growing, and shall have become purchasers JEESE

of wheat, instead of producers, the price will be nine hundred and

ninety-nine cents a bushel—for convenience of round numbers,

Say ten fiollars a bushel—where before it bore no price at all.
In this state of things, then, the man who still continues to
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produce wheat will produce ten thousand bushels ; worth, in the
market, ten dollars a bushel, or a hundred thousand dollars in all.

Here, then, we have the price of 2 hundred thousand dollars
for ten thousand bushels of wheat, whici, when produced by .

" thousand different men, each producing ten bushels for his ~wn

consumption, had no market value at all. And the other nine
iundred and ninety-nine men, we will suppose, produce each a
different commodity from all the others ; the whole annual prod-

B uce of each having the same market value as the wheat-grower’s

crop of wheat. The market value, then, of all the products of

dred thousand dollars—that is, one hundred million dollars—

where before, when they were all producing wheat and nothing

eise, their whole products had no market price at all.

When we consider that each producer retains for his own
consumption but a thousandth part of his products (a hundred
dollars’ worth), ard that, consequently, nine hundred and ninety-
nine parts of all these products are not only to be sold, but to
be sold rwice, as they would now have to be,—that is, once by the
producer to the merchant, and ouce by the merchant to the con-
sumer,—we see thar there will be sales to the amount of one hun-
dred and ninety-nine million eight hundred thousand dollars—
for convenience of round numbers, say two hundred million dol-
lars—where before, when all were producing wheat, there was
no such thing as a sale of a cent’s worth of any thing.

These thousand men, we have supposed, had each five dollars
in coins—making five rhousand dollars in all—with which to
make these purchases and sales of two hundred millions. How

many times over will all these coins, on an average, have to be

bought and sold, in order 1o effect these exchanges? Dividing
two hundred millions by five thousand, we have the answer; §
namely, forty thousard timnes! Dividing this number by three '
hundred,—which we will suppose to be the number of businass |
days in a year,—we find that, in order to make their exchanges,
their whole stock of money must be hought and sold, on an ave- §
rage, one hundred and thivty-three tHies every day !

Thus we see that one thousand men, with such a diversity and 38
amount of production as we have supposed, would have two thou- J
sand times as many purchases and sales to make as the one hun- 3
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dred men. And in making these purchases and sales, we sce 3
that their whole stock of money would have to be bought an. |

sold two hundred times oftener than would the whole stock of
monéy of the one hundred men in making their purchases and
sales of one hundred thousand dollars. We sec, too, that, if we
call eight hours a day,—that being the usual nuzioer of business

hours,——their whole stock of money would have to be bought S

and sold, on an average, sitfeen times over every hour, or once in
gvery four minutes ; whereas the whole stock of money of the
cne hundred men would have to be bough« and sold only once in

a day and a half; or—calling eight hours a day—once in twelve

hours.
Such, let it be speciaily noticed, is the difference in the rapid-
ity required in the purchase and sale of money in making the ex- |

changes among a thousand men, on the one hand, and a hundred 2.
men, on the other, although the thousand wien have the sams: B

amount of money, man for man, as the hundred men; the thou-
sand mer having five thousand dollars, and the hundred having
but five hundred dollars. i

This illustration gives some idea of the effect produced upon
prices by the expansion of industry aad the diversity of produc- |
tion. And yet the writers on money tell us that a large number |

of men need no more maney, man _for mar, than a small number ; J8

that, if a hundred men need but five hundred dollars of money,

a thousand men will, by the same rule, need but five thousand 3
dollars,

Ir the case already supposed,—of the one thousand mer,— [
how far would their five thousand doiiars avail as money towards 3
making their exchanges of two hundred million dollars? Pilainly, X
they would avail nothing. The holders of them, seeing the ne- jid

Cessities of the people for money, would hold back their coins,
and demand so much more than their true and natural value as
tO.put a stop substantially to all production, except of such few
things as could be exchanged by barter, or as each one could pro-
duce for his own consumption.

The cbvious truth is that, in order to carry on their commerce [

With money at its true and natural value, and consequently with-|
Out obstruction or extortion from the money holders, it is neces-
sary that these thousand men, with their increased diversity and}
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amount of production, should have two hundred times as much
money, man _for man,~-and two thousand times as much in the
aggregate,—as was necessary for the cne hundred men, as be-
fore supposed. 4

In other words, the thousand men have two huadred millioa
dollars of sales to make, wher. the hundred men had but one
hundred thousand. Dividing two hundred million by one hun-
dred thousand, we find that the thousand.men, with such diver-
sity and amount of production as we have supposed, have two
thousand times as many sales to make as the one hundred had,
and consequently that they require two thousand times as much
money as did the one hundred.

II1.

But to show still further the ratio in which diversity of indus-
try tends to increase the prices of commodities, relatively 2o asy

Jixed stavdard, let us suppose that the number of men on this

island be still further increased from one thousand to ten thou- #&
sanid. And suppose that all these ten thousand are engaged in
preducing wheat alone ; each producing ten bushels for his own
consumption, that being all he wants. And suppose they have
each five dollars in gold, silver, and copper coins, Wkat will be
the price of wheat, relatively to the coins? Clearly, it will have
no price at all, not even so much as one cent a bushel.

But suppose that all but one of these ten thousand men should |
leave wheat-growing, and engage in other industries ; each one §§
producing a different commodity from all the others. And sup-
pose that the one who still continues wheat-growing has acquired
such science, skill, and machinery, that he is now able to produce
a hundred thousand bushels—that is, ten bushels each for ten §
thousand men—vwhere before he only produced ten bushels for
himself.

What wiil now be the price of wheat among these ten thousand S
men? Why, by the same law that has been already illustrated 4§
it will be ninety-nine dollars and ninety-nine cents a bushel— §
for convenience of round numbers, say one hundred dollars & g
bushel—where before it had no markes value at all.

And yet there is just as much wheat produced as there was
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before, and cvery man gets just as inuca wheat to eat as he had
beiore, when all were producir ¢ owneat.

In this state of things, ib> one hundred thousand bushels of [

wheat produced by cne mon at a hundred dollars a bushel—which
will then be its mar’.2t vzlue—are worth one hundred thousand
times one hundred dollars; that is, ten million doilars. And sup-
pose that all the other nine thousand nine hundred and ninety-
nine men are each engaged in an industry as profitable as that

of the remaining wheat-grower. The agg-egate production of ¥

the whole ten thousand men will now have a market value equal

to ten thousand times tun million dollars ; that is, one hundred i

thousand million dollars.

And if we suppose that all these commodities are to be sold?
three times over,—that is, once by the producer to the whulesale
dealer, once by the wholesale dealer to the retailer, and once bv
the retailer to the consumer,—we shall see that there are to be
sales equal to three hundred thousand million dollars, where be-
fore, when all were producing wheat and nothing else, there was

no sale of u cent’s worth of any t'.:ng, and no marke value at all §

for any thing.

Now suppose that the coins which these men had have re- §
mained fised at the same value they had when the men were all |
producing wheat. How many times over, then, must they neces- |
sarily be bought z .d sol¢ in the course of a year, in crder to ef-]
fect the purchase and sale of these three hundred thousand mii- S
lions—or one hundred thousand millions three times over—of §

property that are to be exchanged?
There are ten thousand men, each having five dollars in coins;

that is, fifty thousand dollars in all. Dividing three hundred §i
ousand millions by fifty thousand, we find that the whole of §
these fifty thousand dollars in coins must be bought and sold sivi
million times! Six million times annually, to effect the ex—

th

changes of the products of ten thousand men ! |
Dmdrw six maillion by three hundred {which we will suppos
to be the number of business days in a year), we find that,

an average, their whole stock of money must be bought and sol ‘

—

]
i!'tc:]el -Jl‘x‘! ten millions—a ten thousandth part of the whole—would have to b sold
3¢ man would retain for his own consumption only a ten thousandth part of
¢ produced; namely, one thousand dollars’ worth.
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twenty thonsand times over every day. Or supposing the busi-
ness day to be eight hours, the coins would ail have to be bought
and sold twenty-five hundred times over every hour; equal to

8 forty-one and two-thirds times every mintte.

And this happens, too, when the ten thousand men have the

{ same amount of coin, man _for man, as the one hundred and the
j one thousand men had in the cases before supposed.

Thus we see th: at, with such a diversity and amount of pro-

| duction as we have supposed, the exchanges of the ten thousand

B men would require that their whole stock of money should be
b bought and sold one hundred and fifty times oftener than the
I whole stock of the one thousand men, and thirty thousand times
oftener than the whole stock of the one hundred men.

We also see that, in the cases supposed, the ten thousand men,

; having three hundred thousand millions of exchanges to make
[ have fifteen hundred times as many as the one thousand men,

who had but two hundred millions; and that they have three
million times as many exchanges to make as the one hundred

men. Consequently the ten thousand men require fifieen hun-

dred times as much money as the one thousand men, and three
million times as much money as the one hundred men.

Iv.

According to the foregoing calculations. the ratio of increase
required in the volume of money is this: Supposing the diver- |
sity and amount of production to keep pace with the increase in f
the number of men, and supposing their commodities to be sold
but once,—that is, directly from producer to consumer,—a hun- |
dred men would require a thousand times as much money as ten '
men; a thousand men would require a thousand times as much
money as a hundred men; ten thousand men would require a
thousand times as much money as a thousand men; and so on.

But inasmuch as, in the case of a thousand men, their com-
medities would have to be sold #wice,—that is, once by the
producer to the merchant, and once by the merchant to the con-
sumer,—the thousand men would require #zz0 thousand times 33
much money as the hundred men.
of the ten thousand men, their commodities would have to be |

And inasmuch as, in the casc S
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sold three times over,—that is, once by the producer to the whole-

sale dealer, once by the wholesale dealer to the retailer, and once [

by the retailer to the consumer,—the amount of money required,

instead of being either one thousand or twe thousand times as |

much as in the case of the one thousand men (whose commodi-
E  ties were sold but twice), would be one and a half thou.and
.times (as three sales are one and a half times as much as two)

——that is, fi{teen hundred times—as much as in the case of the B

one thousand men. 4

Stating the results of the preceding calculations in the sim-
plest form, we find that different numbers of men, having a diver-
sity and amount of production corresponding to their numbers,
in making their exchanges with each other, require money in
the following ratios, relatively to each other; namely,—

10 men require $100

100 men require 100,000

1,000 men require 200,000,000
10,000 men require 300,000,000,000

But as the same money could be v ed maay times over in the

course of a year, they would not need an am »nt of money equal
to the amount of their annual exchanges. Ii, then, we suppose

the aggregate of their annual exchanges to be as above, and JK

their whole stocks of money to be used three hundred times
over in a year,—that is, once a day, calling three hundred the

money required would be as follows :—

10 men would require 8 .33%

100 men would require 333334

1,000 men would reduire 666,666.3314
10,000 men would require 1,000,000,000.00

Or, to state the case in still another form, supposing their ag-

gTegate annual exchanges to be as above. and supposing their §§

vhole stocks of money to be bought and sold three hundred

times over in the year, the money required, per man, would be
as follows —
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8 .03Y; each.
3.33% each.
666.66 each.
100,000.00 gach.

10 men would require

100 men would require
1,000 men would require
10,000 men would require

If any body thinks he can dispute these figures, let him at-
tempt it. If they cannot be disputed, they settle the law of

E prices.

V.

The foregoing suppositions are, firs¢, that the ten thousand .
men came finally to have ten thousand different £iuds of com-
modities where they originally had but one,——namely, wheat; sec-
ondly, that they finally came to have tei thousand times as much

wealth, in guantity, as they had originally, when all were produc- ; 4

ing wheat; tkirdly, that wheat, which at its first sales brought
only one cent a bushel, came afterwards to sell for ten thousand
cents a bushel,—although the amount of wheat produced, and
the supply of wheat for each individual, were the same in the one
case as in vhe other; jfourthiy, that the same effect is produced
upon the prices of all the rest of the ten thousan¢ different kinds
of commodities as upen the prite of wheat  and, fiffulv, that the
annual sales made by the ten thousand men amounted finally

- to three hundred thousand million dollars, where their first sales

had amounted to but ten cents,—the amount which the first man

' ' s heat-orowine vai . cen | Is.
number of business days in a year,—we find that the stocks of [ who left wheat-growing paid for his yearly supply of .en bushels

It is not necessary to suppose that such a diversity and amount
of production will ever be realized in actual life, although that is
not impessible. It is sufficient that these figures yive the Jaw
that governs prices, and consequently demonstrate that a con-
stant and enormous increase of money must be necessary to
keep pace with the increase of population, wealth, and trade, if
we wish to give free scope to diversity and amount of production.

Unless money shov!d be increased so as to keep pice with

this increased demand, the result would be, firsz, obstruction to S

trade ; secondly, vbstruction to, and discouragement of, indus-

try; and #2irdly, a corresponding obstruction to the increase of S
wealth.

In fact, unless the amount of money were increased, these
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hundred men, thousand men, and ten thousand men, instead of
having a hundred, a thousand, or ten thousand different &iuds
of commodities, would advance very little beyond the state they
were in when all were producing wheat and nothing else. Some
feeble attempts at other industries might possibly be made, but

their money, like the shells and wampum of savages, would aid i
these attempts but slightly ; and the men, unless they invented [g

some other money, would either remain absolute savages, or at-
tain only to a very low state of barbarism.

The practical question, then, is whether it is better that these
ten thousand men should remain mere savages, scratching the
earth with rude sticks and stones to produce each ten bushels of
wheat, or whether it is better that they should all have the

skil!, science, machinery, and other capital which money can bu;
—that may be necessary to enable them to produce, in the
greatest possible abundance, aud of the greatest possible excel-
Jence, all the ten thousand commodities which will contribute to
their happiness. ,

A full discussion of this subject would require much more

space than can here be given to it. It may perhaps be continued § ‘

at a future time, if that should be necessary. But enough has
douttless now been said to show the generai /az that governs
prices, and consequently to show the necessity for an immense

“acrease of money; an increase dependent upon the diversity [
. ad arount of production and the natural laws of trade applic-j8

able thereto; such an increase as no legislation can ascertai
beforehand, or consequently prescribe.

LYSANDER SPOONER.
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1.—Hazriet Martineaw's Autobiography. Edited by Maria WEsTON
CuapMAN. Boston: Jas. R. Osgood & Co. 1877. 2 vols. 8vo.
PP- 594, 596.

CoMING so late to the consideration of a book: of which sc much has
been already written, well and ill,  am still compelled to choose whether
I will write principally for those who have not read the book, or for
those who have. I choose the first of these alternatives. Those who
have read the book are hereby warned away from this review, unless
they wish to refresh their mnemory of it by a half-hour’s reading. My
opinion of the book would avail them very little ; whereas a brief com-
pendium of it may be of real service to those who have not yet read it,
especially is it chall lead them tp procure and read as soon as possi-
ble whar is certainly one .4 the most interesting aitobiographies that
was eve: written. ~ . - inion of a London critic that it is to autobi-
ogrzrhy .l¢ of Johnson ” is to biography will hardly
seem ex: .. .0 Lok whe Luve read it carefully.

The au-~* wgranh.cil 1 osrtion of these volumes covers the first, and §
one hundred a. « tv ency-five pages of the second.  The remainder of
the second is made up of Mcs. Chapman’s *“ Memorials” of her friend. §
These memotials contain much that is valuable, but they are very
poorly put togethier. The siyle is in fearful contrast with that of the
autcbiography, the chapter headings are highly transcendental, and
the adulation of Miss Martineau is so sickening that one can but
hope that, if she is immortal,—contrary to her hope or expectation, §
—she is at least unconscious of all sublunary things. “Do not I
hate them that hate thee, O Harriet?” might well be the motto of 3
these memorials. Even those who did not wholly like her friend, or @
always approve of her, fare about as ill. The painful difference be-

tween Harriet Martineau and her brother James, which in the auto- g ‘

biography is barely mentioned, is here expatiated upon at lergth.
The most important statement that the review by James, which
caused this alienation, was purely voluntary on his part, unsonght]




