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Dear Leonard,

Thank you again for the engrossing journsl of your
adventures sbroad., I enjoyed enormously all the early part-- your
way along the route I knew so well almost thirty vears ago, and
all the places that I remember as they were. My agony when you
took a motorhoat in Venice! Aren*t those horses still rasmpaging
atop St.Mark's? And what do you mean, no 400 bridges in Venice?
as in Amsterdem. I never counted them, but when I lived in Albania
there were lots of bridges in Venice. I always staved at the Danieli,
Ch well...

Your Mt. Pelerin statement was fine, I think,-- Possibly voutrre ir\i-
right about the futility of talking to Professors; maybe nothing U\ i ”
can penetrate their solid contempt for everything American but the _:\if‘;‘ ?

dollar.* It occurs to me just now to ask, Why cen our efforts } X
not succeed at all in getting Mises to glance at the American j”,t-ﬁ— - & :
political structure? Doesn't #ie in his heert feel that e be an FJanl’ o~ ¥
exile from civilization? '... it isn't stubbornness in him at all; a5 ‘.{‘ \’f .
meybe is is simply the fixed §dea of the USA as a fringe of Europe '’ ('~ N
st1l1l barbarian, which every §ssumption in his enviromment has e §
ingrained in his mind since his i;gi'ancy. A g
_:. X # ‘ \!
* n e « I don't mean that the o \
but the dollar" mod 8 "contempt. %ﬁ%%%% penstrates 1t. My J /
ical error. vl
I don't understend any pg¥ticle of the reams written about ¢ @~ .= | \
money, either. But money i,lf seems to me plain emough, as N 7 1
follows: . pl ot
; 7,
] e T — ]
When exchange of goods is more complex than direct barter of +. i
the goods themselves, it 1s essential to have a standard of MO 1
measurement for the value of goods. This is self-evident, isn't 1t? .“_\},B
N e

The value of goods 13 an intangible, being the subjective
preference of individual persons, varying with these preferences,
and fluctuating in Time.

Therefore, the problem is, How to represent this intangible
(infinitely verying) by a measurable tangible which will serve the
practical purpose of facilitating the exchange of tangible goods?

It seems t0 me evident that persons will exchange goods only ;
for goods. (Goods of course include services; hahbitually farmers
"(ex)change works," we exchange work when I write & piece to get P
money to spend for a movie, etc.ete, But for simplicity, let's
use material goods to represent all forms of good--good to persons,
satisfaction of human needs and wants.) Therefore, the measurahle
tangible must be itself a material and marketable good.

Any material and masrketable good will serve the purpose, in
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given circumstances, place, and time, American cigerettes in post-war _
Europe are an illustration,

Money is not essential to exchange of goods; they can be and are
directly exchenged,"traded.” An enforced "standterd" (gold or other)

is not essential to exchange of goods; witness all "black" markets

using such things as cigerettes, Human beings naturally, inevitably,
exchange goods, and naturally create some "standard" to facilitate that
exchange. In Tact, and as everyohe knows, it is literally impossbbde

to prewent human beings from doing both, by any force that men can
use upon each other., (Better phrasing: No force that men can use '7ﬂﬁ3 ‘
upon each other can stop trade or prevent traders from creating a ‘ //,
standard of exchange-value.)

However, humsn desires are infinite; human action, including

production of goods, is limited by space and time, Other factors, f\'
such as climate, limit the kind of goods that can be produced in f!
given areass of space on this planet. Therefore,the amount of goods { ///

(satisfactions of human needs and desires) that human beings can <
obtain, is in ratio to their ability to overcome the limitations of /|
space and time,

To extend trade-- i.e. to increase the number of persons co-
operativel¥y exchanging goods over larger erea in space and longer
duration in time-- it is essential to use a standsrd of measurement
of value which is desired by persons living in a larger area, and
which is durable in time., Also, for reasons of space and time in
transportdng that tangible good used as a measurement of the value
of other goods, it is desirable that the aemount of it easily produced
be small, the available quantity small in comperison to the human - Al
desire for it. £
| § v
Of course, historically, traders begen using gold as the ﬁ&ﬁ'.§f‘?iy;
standard measurement of value, for precisely these reasons, duringfﬂ‘\w3
their recent invention of banking. A gold standard per se is W \
unimportent; the necessary qualifications of the kind of goods !
to be used as measurement of value of exchanged goods, are as
stated; gold has those qualifications. So has eny "precious"
metal which itself is a commodity; i.e., #h is widely (in space)
desired by human beings for ite own sake, to use as armement and
in msnufscturing other goods, watches, pens, dentures, glass,
china, etec.etc. and is very little subject to deterioration in
time, and exists in relatively small quantities not easy to
extract and refine, so that demand for it is larger than supp¥y
and, therefore, persons will exchange for it a much larger bulk
and welght of other goods more abundantly produced.

So far, thenwhole matter is simply one of exchange of goods,
gold being one of the commodities exchanged, and traders reckoning
the exchange-value that they place on other cormodities in terms of
gquantities of gold, just as in postwar Europe they reckoned exchange-
values in terms of quentities of imerican cigarettes. And for the
same reasons: desirability, scarclty, Aurahility, ease of transportatiogfg
Credit now enters, Credit is based on an intangible-- the trust ;5_
that persons place in other persons, This trust further facilitatesfyk_'.
exchange of goods, for the same reasons that using a certain kind of« % |
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commo@ity as measure of exchange-valus of other commodities does; i.e.,

it is rare, difficult to obtain, durable in time and extensive in space.
Traders discovered this fact in Furope at the beginning of modern times.
They found, for example, that a Rothchild's promise to deliver gold was
as good as the gold; the Rothchilds had the gold, and they delivered it.
A trader going from Vienna to London to buy English wool to sell in
France or Holland need not mmmmm teke a caraven of wagons loaded with
bulky goods (which the robber barons would seize enroute,) or a more
easily transportable quantity of gold-- desired nesrly equally in hoth
places and therefore heving roughly the same exchange-value in each--
(which he risked losing to cutthroats all along the way, as well as to
the barons; )he gave the goods or the gold to the Rothehild in Vienna
and cerried a bhit of paper, in exchange for which the Longdn Rothchild
would give him the gold-- and not give 1t to anyone else, so the paper
was not worth stealing. So far as I can see,this is ALL that credit
is, intrinsically-- & person's trust im the hones®ty of another person.

If I am correct so far, the State--which is the legal monopoly of
the use of physical force by persons upon persons-- has two essential
functions to perform in a modern econory, in regard to money.

1., Establish end maintein the unit of measurement of the commodity
(let*s say, gold) which is used as the meassurement of excheange-value.
This should be a duty of the Bureau of Weights and Measures, which
9 establishes the nmumber of inches [or is it nm?) in a yard; the number

_wi, of ounces (or grams or whatever it is) in a po f the numb ounces
MNP Q\Y ' of gold in a dollar, ¥ should establish

v The necessity for this State function is illustrated by a little
inecident in the 14th century, which it always smuses me to remember. The
eloth market of Ragusa was then just inside the inner gate of the cilty's
double wells. In the midst of the merket stood (and still stands) a

K“‘E 3“ lifesize statue of St., Basil, patron saint of Ragusa, holding an iron

. 'S pike. Ragusa's trade was enormous, the city rivaled and at intervals

‘ %;xié surpassed Venice as entrepot between Orient and Occident., Great quantities
3§  of cloth of all kinds were exchanged daily in the cloth-merket, and all

\ﬁﬁg ©  was sold by the plke (when was the yard invented, I wonder; do you know?)
b ,? Without cessatlon from earliest dawn to candlelight, men stood by the

N P status, reeling off pike after pike of cloth, Then begen an uneasiness

A

¥
N

in the market, a murmuring, quarrels, fights, finally an open scandal,
threatening to damage Ragusa's commerdial prosperity from Gibralter to
Cathay: foreign traders asserting thet Ragusan pikeage was short-measure.
The City Fathers instituted an investigation of this subversive movement,
and discovered in truth that the length of St. Basil's pike was diminishing
nightly. No miracle. The Ragusen merchents stealthily by night were
 filing it down. The City of Ragusa brought them to trial, convicted end

| banished them, and had a strong iron fence firmly erected around the

4% figure of their patron saint. Then by edict the City Fathers established
\\“‘“%?nmihe unit of measurement of cloth in Ragusa's market,

A7 pM o It is as essential that a unit of measurement b established, known,
AW 17 and permsnent, for the measurement of exchange-valuef in the time-dimension,
Y as 1t is essentisl that units of measurement so exist for the measurement
k? : jf“qf objects in space--their length-width-height end weight. All these
}K'p,} i\ measurements are essential to what 1s called the stability of a Modern--
PSP
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tests, made to perfection all the marvelous suaces, and preferably
invented one approved by the Masters, is worthy to he entrusted with
a piece of bee® from which CAN be made a plain undisguised succulen®
pot roast, en ordinary dish in this country. I have great hopes of
you, Continuez, continuez, mon garcon, mon vieux; Je croils bien
guton verra le jour ou on mange le pot-roast de vos mains, d'un
delice supreme, mervellleux!

Veullliez agreer, mon cher monsieur, l'assurance de mes
sentiments les plus distingues et de mes remerciments sinceres,

RWL
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