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example, a central bank of issue such as has been proposed, intended to.supply
a currency of stable general purchasing power and to be operated along tra-
ditional central banking lines with investments in precious metal, governments,
private paper and foreign exchange, would not be a sound institution. Sooner
or later it would be forced to choose between tremendous losses or abandoning
its dollar-stabilizing program. The ideal cross-section of basic wealth for a
sound dollar-stabilization corporation would be the same items as used to
determine the general level of prices ; for example, 50 most heavily traded
consumer goods of a certain kind, and 50 most heavily traded investment
coods Of a certain kind, both classes of goods being equally important in
influencing business activity.

This dollar-stabilization corporation would really be of the nature of a Gov-
ernment-owned investment trust. It would differ from every other kind of
an investment trust in that its outstanding obligations (currency instead of
the usual common stock) would be kept stable In value by being issued or
retired whenever this value departed from a specifically defined normal.

This corporation, a a time like the present, could be set up with a negligible
initial working capital, and thereafter it would be profit making. It could
be liquidated 100 percent at any time in the future that its utility might cease
lo exist, without loss.

This corporation need not interfere with existing cutstanding currency, at
least not at present. Ultimately all currency should he simplified and unified.
By making the new currency interchangeable with all other forms of United
States currency, its efficient stabilization woulcl result in the stabilization of all
otlier currency, provided no radical changes in other forms of currency were

ermitted. This new corporation would not interfere at all with the strictly
banking functions of the IFederal Reserve banl:is ov other hanks. Neither would
ii interfere in any way with the borrowing, refinancing, or cther functions of the
Treasury Department.

In the present Situation this corporation would immediately start an efficient
restoration of the domestic genera price level by buying and withdrawing basic
wealth from the markets. At the same time it would induce a heaithy demand
for bank loans to expand business enterprises in view of the improved prospects
for business profits. This in turn would induce a healthy speculation in the
direction of a restored price level, bringing this objective to a quick realization.

After the clomestic general price level had thus been restored, and involuntary
unemployment had been substantially eliminated, the problem woulcl be likely to
turn Intd one of prevent-iny another boom, with its exorbitant business profits.
The proposed dollar stabilization corporation woulcl just as efficiently correct
that kind of a condition by selling as much of its assets and retiring as much of
its outstanding currency as necessary. Incidentally, this woulcl involve a profit,
because these assets would have been purchased at lower prices.

It is, of course, impossible in a brief description of this kind to corer every
detail of organization and operation of this proposed dollar stabilization cor-
poration. Such details, however, have largely been worked out, and it is believed
that any questioning as to how this corporation mig?ht work out in practice under
any particular set of conditions can be satisfactorily answered.

The Cuamryax. Mr. Frank L. Peckham, vice president Sentinels
of the Republic.

STATEMENT OF FRANK L. PECKHAM, WASHINGTOM, D. C., VICE
PRESIDENT SENTINELS OF THE REPUBLIC

The CHamyaN. You represent the Sentingds of the Republic?

Mr. Peckmay. Yes, Mr. Chairman.

The Cuarryran. What is that organization?

Mr. Prcxmam. That is an organization that swas formed in 1922
and has been active ever since, in opposition to all measures that tend
further and further to centralize power and responsibility in the
Federal Government at Washingten over various sorts of matters
that primarily should not only be under the control of the States
and local governments but for which those local governments are
primarily responsible as well.












