Raman Imflation bv: K. L. Porter

My diccionary tells me that the word 'inflation’
comes from the Latin, 'inflare, inflatie’, to
blow sir into, bBlow up. To us it means, of
coutrse, that upward splral of wages and prices,
with 1its asttendent lowering of the value of our
dollar, which is the Bape of modern governments
and the slow ruin of the fixed income and
investing segments of societvy, The Romans of
the niddle and late emplre were ravaged by fhis
phenomencn, but, curlously enough, like some
stone-age savage with a disease he could not hope
to understand, they [loundered in relacive
ignorance of Jjust what was happening to them,
and, indeed, bad oo name to bestow on the process.
The term 'inflation' is a modern one. Alas for us, though we nov know what to
call 1t, we are vokemates with the Romans in that we are unable to control it.

In our society the government helps to inflate currency by simply spending more
than it takes in, and making up the difference with the creation of money through
debt instruments and 'relliag hose magic prioting presses’. We have what is
called a fiduciary currency: we take it oo trust that the preen hack with Her
Majesty's pileture on the fromt is really worth a dollar of goods or services.

In reality, as an object, it is almost valueless. Roman currency, like the Greek
bafore it, was orisimally mot fiduciary. Tt was based on the real value of
metals. Vhen such metals became formed into coins, however, this value usually
rose bevond the bullion worth of che bronze, copper, silver or gold because their
handiness in effecting business transactions also had to be reckoned with. In
ancient socileties high=value, metal coins behaved like commodities, like wheat

or leather, and their value fluctuated slowly according to supply and demand.

The shifts were slow because of the difficulty of bringing the preclous metals,
pald and silver, into the economic system by government. These metals are
relatively rare and their extraction and smelting took some effors.

The Roman sovernment was never sophistleated encugh to de more than levy taxes
and disbursze salarfes to its bureaucrats and soldiers. Its taxation svstem for
most of the imperial period was, guite frankly, a complex mess. When the emperor
Kero, caught by the expenses of rebuilding Rome after the great fire of 83 A.D.,
and plageed by war in Armenia and a costly revolt hy Boudicea in Britain, needed
extra revenue, he inadvertently did something which would have far-reaching
econgequences .  MNero added bage metal, 10% worth, to the empire’s silver coinage,
and thus raised additional "Free' demaril to pay his bills. Raising taxes is
always an unpopular measure for goversments: they prefer to pull the "lana’ ower
our 'ecelli', to "rip us off" with gometdimes the very bhast of intenticns. Uswally
this deception will werk fer a time. UWith the Romans it worked for the next 200
YEArsE .

Trom the cime of Hero to the reign of Caracalla (211-217 A.D.), the silver coins
became inereasingly adulterated wvwntil they were only c. 408 ailwver, while the

gold aureus grew lighter in welght. To blow some amoke in the public's face, a
new silver coin, the Antonlalznus, was Introduced. The brass and copper colnage
of the dav did net suffer too much and was useful for small transactions. However,
the pivot of the system was the silver coln, and its debasement accelerated
reparkedly from 233-233 A.D., during the chaos and confusion of Lthe Barrvack



Emperors = 32 legitimate rulers and pretenders in a mere 30 yesrs. The denarius
and antoniniznue became, eventually, ecopper coing with o light, silwer wash,
They are seldom found with their silver coating intact., War and riwal capitals
in the Fmplre were the reaszons for this debazement, since wars are the very
fasher of taxes, and debazement nelped lighten tax inoreases initially.

As the emplire glipped inteo a batter econcmy with cven state taxes and sslsrvies now
paid in wool, leather, grain, wine, ¢to., the need to bolster coln values

besame pressing, The fighting emperor Adurelian {270-275 A.D.), hawviang run out

of silver, tried a new trick (mpovernments sometimes prefer tricks te real solukions).
He replaced the worthless sntoninianus with & new coin given & (ace value of

2 denarii, and ancther silver-wash zoin twice as large with the marks XXL on Lt
i.g., 20 sesterces of the old money equaled 1 of the new. If wou were asked to
turn in 25 dellars of the old type monevy in wour wallet for a "new' Canadian

10 dellar 511l it would amount to the same. The Romans hed come to fiduciary
currency. Momev was now woerth what the government said it wes worth., Like

othet similar solutions, it warked [or a whila.

Fventuslly, when it tock a whole bag of frash coins o buv 2 scrawny chicken,
somathing had to be done. Tieccletian, the architect of Roman reconscructlon,

had some answers. First, he introduced a single, large, silver-wash coin equal
ta the entire hag of erstwhile momey, calling it a 'fellis', Second, he crisd
wape and price controls Che had the nerve te suggestc chat ic was private groeed
that had caused inflation): they did peot work. Third, he re-intreduced 2 pure
opold and silver eeinage which a successor, Constantine (3M8-337 A.D.), caused

toc be entrenched. This did work, although the stztes' smell chenze was never
again as accestable as it had been in the halevon davs of yore. Inflation, then,
was 4 lingering econcmic sickness which the Roman Empire did manage to live with,
despite its distortions and hardships for many. In the final analysis 1lc was

the barbarions who overthrew che empire, not the flouwndering memey sltuacion.
PFerhaps inflation is sot so frightful after all.
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