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PREFACE

IN reprinting a series of addresses and
articles which have been delivered or have
appeared between the years 1920-31, it is
hoped that two objectives may be, to some
extent, attained. The first of these is to put
in colloquial form much of the matter of
other books which it has seemed necessary
to inflict upon a long-suffering public.

The second is to suggest that as the
test of science is prophecy, the
correspondence between the course of
events as they have developed, and are
developing, and the arguments embodied
in these addresses, affords solid ground for
optimism. Difficult as the present times
may be, and worse as they may become,
we know that the monetary system is the
main cause of our discontents, and we are
for that reason so much the nearer to a
cure.

C. H. DOUGLAS

8 Fig Tree Court,
Temple, E.C.4

Downloaded from www.socialcredit.com.au



WARNING DEMOCRACY

I
SOME DIFFICULTIES FACING MONETARY REFORM

Notes for an address delivered to the Anthroposopbal Society.

It might appear at first sight that there is littlenothing in common between what is in
one sense a branch of economics and a societyasugburs. But such an opinion would, |
think, be mistaken. Money and the money system oxsupy the place of religion.

It is not my intention to inflict upon you to anpmsiderable extent any views upon the
existing financial system, or the modifications @fhiin my opinion, are urgently required in
it, as, apart from other reasons, there is a faxtensive literature on the subject, and it is
one which lends itself better, in the first plate assimilation through the printed word than
through the medium of an address. My object, ratiseto indicate the reaction which the
presentation of those ideas has evoked in variages; and to consider, and to ask you to
consider, the apparent reasons which have hindbeethore rapid translation of those ideas
into the stage of practical action.

In order, however, to do this it is necessary,ikhto give you some short epitome of
the subject in order that you may judge for yowselwhat may be the motives and
psychology behind the reactions to which | havenred.

Very briefly, then, it is our contention that thedustrial, international, and, to a large
extent, the social difficulties with which the wabiils plagued at the present time do not arise
either, on the one hand, from anything in the reatifrphysical scarcity, that is to say, lack of
either raw or finished materials, goods, or sewjic®r, on the other hand, are they the result
of the administrative relations between employerd amployed, or any lack of what is
commonly called goodwill in any of the parties cermed in the actual processes of industry.

Similarly, in a wider field, we say that the dangérinternational conflict, which is in-
sistent and growing, also does not arise from aygjre on the part of the populations of the
world to fight each other. And the constant and ewirat wearisome demand for goodwill
and understanding between nations belongs to time sader of sentimentality as those
somewhat similar exhortations addressed to thasatédned with industrial strife. We point,
on the one hand, to the half-employed factoriespsg#hone constant preoccupation is to
obtain “orders”; to the farms going out of cultivat because they do not “pay”; to the shops
and stores full of goods which in many cases tlanot sell, to the millions of unemployed
and half employed working people asking to be aldwo make more goods, and, on the
other hand, to the millions of people, frequently same, whose one idea of the better life is
that they should be able to obtain more goods,,folmihes, housing and services, which as
producers they are not allowed to create. We satyitishould not require intelligence above
the ordinary to appreciate that there must be daingeivhich stands between the mechanism
of production, with its farms, factories, tools, teréals and men, on the one hand, and these
millions of people whose only desire is to obtahe tproducts which the productive
organisation could give them if it were allowed.aExning the organisation by which goods
pass from the producer to the consumer, we findithethe money system, and we naturally
suspect the money system as being at fault. Irr @tbeds, it is not goods which are scarce, it
IS money, or, more accurately, purchasing powerchvis scarce.
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Now, if it were in the nature of things that in smiway the quantity of money in the
world was fixed by the laws of nature, our case ivdoe desperate, but we find by technical
investigation that it is not so fixed, that the ambof money in the world is almost entirely
dependent upon the action of those institutioncivine call banks, that, in fact, the banking
system can, and does, control the prosperity ofyegeuntry in the world, and that the
banking system is a man-made system controlleddsyand can be altered by men.

The method by which this position can be rectifiadd with it, at any rate in our
opinion, a very large number of the troubles frommak humanity at the present time suffers,
is technical, and as | previously said, | do natgmse to inflict it upon you. | am going to ask
you tonight to accept the statement that | havemeagle as correct, and as being proved both
mathematically and by the inductive method of corapee statistics. Taking this for
granted, then, you would naturally assume thatgieat majority of people would regard
such a matter as being not only of the greatedilplesinterest, but as in the nature of a very
happy discovery.

It is quite possible that my own method of commatiigg information may be to some
extent at fault, although | do not think this i® twhole explanation, because it is a common
experience. But, speaking generally, the infornmatmwhich | have referred is not received
with the enthusiasm which at first sight you woelgect.

Now, one of the first conceptions which is driveonte to a consistent critic of the
money system is the curious and widely spread elegnich seems to exist to attribute our
troubles to anythindput the money system. From one quarter you will bd thht it is the
incorrigible laziness of what is called “labour” wh is at fault. On the other hand, the
rapacious employer is the difficulty, or lack ofuedtion, or too much education, or obsolete
tools, or too many tools, or the climate, or smmighe sun. On the whole, however, there is a
strong tendency to suggest that it is the deprasiithuman nature that is at fault, and to
epitomise the matter ... “If we all went to chummlr incomes would be larger.” In a smaller
number of cases, but still quite numerous, onatgism of the existing money system, and
the suggestion that it could be improved, provakesmost furious resentment, akin to the
resentment roused by religious heresy in the Middjes.

| have never been able to explain to my own saligfia this resentment, although no
doubt it has some connection with the prevalena ithat the money system is so simple,
obvious, and natural, that it is an insult to onetlligence to assume that anything very
serious could be the matter with it, which would he patent to the man in the street. While
the broad functions of the money system are singpleugh, the mechanism of it is, of
course, very far from simple, and so far from béimatural,” it is highly artificial. Since the
institution of a modified financial system of a tahile nature would rapidly increase the
(what is called) material wealth of everyone withdatracting from the wealth of anyone, it
would be imagined that when once agreement had digamed as to the feasibility of such a
readjustment opposition would cease. But thisrngrtan being the case. The more important
the individual with whom one is dealing in thesetters, and the more able such a person
may be to assist in the end desired, the moreyligee is to find a very definite dissent, not
as to the competency of the mechanibnt, as to the desirability of the end. It is a cws
feature of the average human being that he deemsdiii singular in the ability to make a
right and proper use of wealthit is a good and desirable thing for me to hase thousand
pounds a year. | am a sober and right-minded peBohit would be absolutely disastrous
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for my neighbour over the way to have a comfortabé®@me. He would not know what to do
with it, and it would only hasten his career ofrkanness and depravity.”

Shortly after the war | had several conversatioitb the late Lord Leverhulme on these
matters, and he was quite clear that only the déaoverty kept the vast majority of people
at work, and he took it for granted that they oughbe kept at work. Two or three sentences
after disposing of the question in the foregoinghnea, he explained that he worked much
harder than any of his employees. That, of cowras,because he was different.

Analogous to this, and no doubt closely connectéith w, is the rooted objection
existing in the minds of most people that anyonetbhamselves should get something for
nothing. | have heard innumerable cases of furfegentment against the grant of what is so
improperly called “the dole” (which is, of course,form of contributory unemployment
insurance, to which the workman himself contributasd these denunciations, proceeding
from normally kind-hearted persons of both sexes,usually accompanied by remarks on
the demoralising effect of money received withoudrking. If you enquire, as mildly as
possible, of such people, if by chance they recamwedividends which enable them to exist
without working, you will, of course, be very unpdar, and you will be told that that is
different, and if you suggest that a generalisadrthe dividend system if it could be
obtained (and it can) would be desirable, you Wwdl called “Socialistic,” a Parliamentary
epithet for dangerous.

An extreme variant of the same idea is that thes®mme virtue in poverty.

Speaking to Labour and Socialist audiences | haen Istruck with the hypnotism exer-
cised by such phrases as “Public Ownership.”

It never seems to penetrate the minds of the latgebers of people who clamour for
Public Ownership of this, that, or the other, ttiay already have public ownership of such
things as the Army, Navy, Post Office and many ofieevices. | should like to see one of the
public owners step upon a battleship of the RoyayNwith a view to removing his bit of
property or making some use of it. The real fachat the word “ownership” is quite mean-
ingless when it is applied to the relations betwaag undertaking and a large number of
what the law calls “tenants-in-common.” It is quepossible for a hundred people to own a
piece of land, although there is a legal fictiorthe effect that they can. Either they have to
let it, and divide the rents, or each one of tham walk about on it, in which case there is no
rent and nothing to divide. Even a Public Parkuigjsct to regulations which the individuals
using it are generally powerless to alter as irthliais.

It is a fact inherent in the nature of the casé tvenership must vest in an individual,
and any attempt to get away from this law of natesallts as a practical consequence in the
appointment of an administrator whose power in@eass the number of his appointers
increases. This is, of course, the idea which i#ained in the continuous extension of the
voting franchise, and a very Machiavellian politysi, resulting as it does in the intelligent
voter being completely disfranchised.

Another very curious and almost universal form edistance which is met with by the
credit reformers is the general determination tbelie that any proposal which offers a
radical amelioration in the economic situation minsta fairy tale. Inspired by the bankers
and orthodox economists, political spokesmen haenlat one in asserting that there is no
short cut out of our difficulties. That is what yhare paid to say, and it is perhaps not
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surprising. But what is surprising is the unanimvyth which most people accept the
statement. We all know Mark Twain’s story of themwveho was imprisoned for twenty years
and then walked out having just discovered thatth@ had never been locked, and some of
us think it is funny. Personally | do not thinkfitnny. | consider it a somewhat boring
statement of fact. The world at large is in prisand shows many symptoms of dying in
prison, and there is nothing whatever to prevefnom walking out.

No doubt some of you may remember a book by Mr. g a well-known Socialist,
and Fellow of an Oxford College, callekhe Sickness of an Acquisitive Socidtynust
confess that | never read the book itself, altholugfad several reviews of it, but | never saw
the title without wanting to write another book endsome title such as “The sickness of
people who write about the sickness of an Acqumsitsociety.” It has always been quite
incomprehensible to me why people should be exgdeetben they don’t want to, to work
unless they get something for working. Please domsunderstand me. There is a very great
satisfaction to be derived from creative work, guitespective of the result. But that is not
the primary objective of work, used in the ordinagnse of the word. That primary objective
is to obtain something which had not existed betbeework was done, and the fundamental
defect of the existing financial system is thatlsies not give people enough return for the
work that they do, or conversely, they do not getanfident security a standard of life such
as they have a right to expect without devoting ttas much time and energy to its
acquisition. It is my own personal opinion that thelue acquisitiveness of a small section of
society very largely arises out of fear, and thafdy the best way to reduce it to its normal
proportion would be to remove the fear and inségun the existing state of affairs by
making plain what is undoubtedly the truth, tha¢ thodern production system can meet
every possible need of society without any stresstrain, if only it is freed from the fetters
imposed upon it by the existing financial system.

| do not claim in the foregoing remarks to have entiran sketched the outlines of the
curious perversity which seems to exist in regardur social troubles, but | hope that | have
given you sufficient indication that the naturetiodit “change of heart,” of which we hear so
much, is not so simple as many people would haveelisve. Those very persons who are
loudest in their demand for a human spirit in irtduare very often the most determined that
the results which they pretend to desire shalbeoattained by methods which would remove
the necessity for the philanthropist. There is @agdeal of truth in the saying that “People
will do anything for the poor, except make thenhridt is my own opinion that until it is
clearly recognised that the only sane objectivarmfindustrial and productive system is to
deliver goods as, when, and where desired withrtimemum of trouble to anyone, and that
the moment you begin to mix this clear-cut objeztiyo with moral considerations, so called,
including a strong dash of Mosaic law, you produn®intain, and increase friction,
inefficiency, and mental and physical distress, #rad if you persist, as we are persisting, in
this confusion of objective, you will eventuallyri@e at a situation involving the serious
elements of breakdown
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I
ENGINEERING, MONEY AND PRICES

Extracts from a paper read at the Institution of Mechanical Engineers on April 22nd,
1927

THE subject cannot be covered in the space of the avadable this evening with any
approach to thoroughness, and | should like thezefo begin by an apology and a warning.
The apology refers to the necessarily wide, andetbee somewhat thin, treatment of the
subject, and the warning is in regard to the danfjeletaching any one aspect of the subject
from the others. | propose to deal briefly withe@mpoints, each of which may serve as points
of departure for further discussion.

1. The application of the word “engineering” to thiggect.
2. The general nature of money.
3. An outline of the nature of prices.

I. Engineering

In regard to the first, the charter of the Insaétof Civil Engineers defines engineering as
“the application of the forces of nature to thesuseman.” It is quite probable that what are
commonly known as physical forces were in the mafdTelford when he framed this
admirable definition, but | suppose that, on coesation, there is no one here tonight who
would not recognise that such a restriction is unavded. It is not sensible to detach an
engineering project from the purpose to be attamed. The force of gravity is not half such
a serious obstacle to the development of, let ystea Severn Barrage scheme, as a lack of
finance, and a strike on the railway system of Bndlis much more effective in paralysing
transportation than an inferior valve gear. We @estantly being told of the necessity of
goodwill and tact in industry. While these are am&gly desirable, it seems to me that
arrangements which require so much tact and gobdwaé suspect, just as would be a
machine which required too much oil, and that itosr business to look into those
arrangements, even if it were only to enable utdorm to them intelligently.

A curious point in connection with this matter &t the truth of what | have just been
saying is fully recognised within the limitatiomaposed by the factory walls. No one would
contend that it is outside the province of the Vgokkanager to make such arrangements as
would tend to keep his men at work, but it is werllough understood both by the Works
Manager and by the Trades Union agitator that the difficulty which never remains
composed for any length of time is the wages diffic On the other hand, during the past
few years, we have witnessed the reconstructianasfy of the largest engineering concerns
in this country—a reconstruction the necessity ¥anich has almost uniformly been
attributed to bad management, but which can, ity &mply be attributed to theability to
sell at prices which the market can afford to pagat situation was the direct result of the
policy of the Bank of England acting within the g financial system, and management
had very little to do with it.

These reasons alone would be sufficient to justiéinclusion of the financial system as
an integral part of the production and distributgystem. There are, however, many more
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reasons. The influence of finance upon designad@mninant. The horse-power tax on motor
cars has a great deal to do with the position,aok lof position, of the British car in the

world’s markets. Those familiar with design durthg war, which is realistic, will remember

how questions of performance, ease of productiah s, forth, outweighed questions of
money. Peace is not realistic at the present tand,financial questions are apt to outweigh
all others. It is often said that we British all@ther nations to develop everything that we
invent. The reason is simple, and is financial.

Il. The General Nature of Money

The best definition of money with which | am acquead is that of Professor Walker,
which is that “money is any medium which has redcbiech a degree of acceptability that,
no matter what it is made of, and no matter whyppeavant it, no one will refuse it in
exchange for his product.” You will see that thefidition rules out any physical properties
in respect of money. The properties that are tayefore, are not physical. They can be
summed up in the word “credit,” which is, of courderived from “credere,” to believe. The
essential quality of money, therefore, is that a staall believe that he can get what he wants
by the aid of it. This is absolutely the only gtyalihat it is required to possess, although, of
course, certain minor attributes, such as converiehave a bearing on the decision as to
what particular description of money, if it fulfithe major requirements, is likely to come
into the most general use. The cheque, no doulas aw popularity to this latter attribute.

Looked at from this point of view, money is simglticket. A railway ticket is, in the
truest sense, a limited form of money and diffemyydrom any other sort of money in that
the owner of it only believes, and is only justifim believing, that he will receive in return
for it a particular form of service, i.e., transfation.

Now, if the whole of the population of Great Britavere to besiege the gates of the
great London termini, under the urge of some négessich as, let us say, the invasion of
London, to remove themselves to Scotland, and weerge told that there were plenty of
trains, plenty of tractive power, and that, in fattte whole of the railway system was
physically capable of meeting their necessity, that unfortunately only 15 percent of the
tickets necessary to entitle them to seats werdadla and that the Traffic Department, as a
matter of policy, did not propose to print any maitewould probably be agreed that the
Traffic Department would hear something to its dismtage.

The extraordinary feature of the present day i thlhen people are told that the work-
shops of this country are clamouring for orderat the shops and department stores are full
of goods, that a large proportion of the populaigrat one and the same time, asking to be
allowed to make more goods and services, while ¢@mpg that it cannot get more than a
bare minimum of those goods and services that waadahle, because it has not got the
tickets to hand over in exchange for them, theaitm is regarded as being in the nature of
an act of God, and impressive gentlemen deliverilesro us on the inexorable nature of
economic law. In other words, the statement thidireg cannot be done because there is no
money with which to do it is accepted as a goodfarad reply to a demand for action.

[1l. An outline of the nature of prices

Some examination into the mechanism, thereforayligh these tickets that we refer to
as money are issued, and the conditions goverhagantrol of their issue, is an important
part of this subject. In the first place, we haveuaber of tickets described as “legal tender,”
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which are comprised under the description of Bahkmgland notes, Treasury notes, gold,
silver, and copper coin. In round numbers, in tasntry these amount to about 380 millions,
and bear about the same relation to the total velaohickets as do teetotallers in America to
Prohibition. In figures, it is about 10 percent.eTother 90 percent of the ticket system with
which we are dealing is represented by bankersgligrhat is to say, by payment by cheque.
Now, every effort is made to convey the impresslmat a cheque upon a bank is an order to
the bank to pay out money which was paid in, eithethe drawer or by someone else. This
idea is, of course, fostered by the fact that,as@épersonalbanking accounts are concerned
(as distinct from commercial banking accountsyitaughly a true statement, but it must be
remembered that very few personal banking accoueds any considerable ratio to the so-
called wealth of the persons to whom they refemyMew people keep large personal bank
balances. Nevertheless, no transaction as betwbayes and a seller can take place without
the use of money in some form or another. To seeravithis money comes from, it is
necessary to examine the technique of Bank Loans.

The railway ticket, described above as a limitednfoof money, has, however, in
addition to being only a demand for transportatiantigid relation to a certain kind of
transportation: that is to say, one first-clasketowill obtain one first-class seat, other things
being equal, but £1 sterling in 1914 would obtaiobably more than twice as much of the
average articles that you use as the same £ 1ngt@nlil927. To begin with, you buy in 1927
to the extent of at least 20 percent of your incem@ething that you do not want, that is to
say, taxes. It has, therefore, to be recognisetumdamental that the amount of money
available at any one time only derives importanceeiation to the price of goods. In other
words, a money system derives its features noereftbm money alone or prices alone, but
from the ratio between the two of them. If thisaadf money to goods is such that there is
more money than goods, goods will be importantraodey will be unimportant. If the ratio
is such that there are always more goods than manegey will be important and goods
will be unimportant. The plain issue before the lvaat the present time is which is more
important, money or goods? The facts of the sibma#ire that there are clearly more goods
than there is money with which to buy. The reasmmtliis situation is complex, but one of
the fundamentals, without attention to which theation cannot be rectified, is as follows.
When a manufacturing concern pays out wages aadeslits costing department enters this
payment in the costs of production. Let us imagdirag these wages and salaries are always
paid in Treasury Notes. These Treasury Notes gk tmatheir source after a very short time,
through the agency of prices paid to retail distiglos, and are paid out agakfach timethat
they are paid out, they pass through the cost ats@nd, consequentlgach timeappear as
a component of prices. There is nothing in thicudation of the Treasury Notes which
increases the amount of money in the world, bulh €gcle represents the creation of a batch
of prices.To put the matter shortlyyhen you make goods you make pribasyou donot
make money. As a result of this divergence, totigles produced over a given period of time
are greatly in excess of total money distributedrdlie same period of time. In consequence,
the ratio of money to prices is considerably I&sstunity, and there is a constant struggle on
the part of the industrial system to obtain purafgagpower, either from export markets
(which struggle is the prime incentive to war) or the manufacture of so-called capital
goods, the money distributed in respect of whiamperarily assists in the payment for
consumable goods.

The problem set for, | believe, the engineer towesotherefore, may be stated thus. He
has to obtain a clear statement as to what theuptimsh system is aiming at. Such a
statement is certainly not available at the mom#nie aim is maximum production, he
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must stipulate for the provision of buying powertate away the production as fast as it is
turned out. If it is a given standard of living ia consequent steady increase in leisure, he
must specify for the provision of buying power whics not derived from employment,
because such an objective postulates a constargagecin the amount of labour required in
the industry. What he cannot be expected to domin opinion, is to combine the
fundamentally incompatible objectives of labourisgvand the provision of unlimited
employment.

Having attained an objective, he ought to be irositpn to state the conditions under
which he can achieve it. These conditions, on the loand, have to do with the physical
capacity for output of his plant, but they have atyuto do with the number of demand
tickets, or money, which his output brings, or dutgh bring, into existence. If this latter
aspect is not satisfactorily adjusted, his programwh production must inevitably break
down.
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Il
THE ONLY REAL SOCIALISM
Address to the London Socialist Forum at Caxton H&J October 22nd, 1930

“SOCIALISM” is a word which is commonly used in #edays, and, like many other
things, is more freely talked about than it is ustiEod, even by those who call themselves
Socialists. Before proceeding to a slight sketcmgfown views on the general situation and
such suggestions as | can make for its improvemethink it would be well worth your
attention to consider the various meanings thateaattached to the word “Socialism.”

| suppose that its literal meaning is “that whigipertains to society.” It is quite obvious
that this meaning is so wide that it embraces eliangan activity. But the professed Socialist
would probably not accept so wide a definition avalld, at any rate until a few years ago,
probably have defined “Socialism” as a system ofedg in which the State was supreme and
all individuals were equal, but subject to a commaolh expressed by the State. Without in
any way presuming to criticise the many high-minéatiers which the Socialist movement
has evolved, | think it will be admitted first of &hat in using the word “society” they had a
strong tendency to regard the human individualeasgofor all ordinary purposes that fiction
of imagination called the “economic man,” and, setly, that in the nature of things, being
unfamiliar with the technique with which the econormworld is, as a matter of fact, carried
on, they made the grave and even fatal error ofusomy economigolicy with economic
administration, and they assumed, therefore, that some procesdemiocratisation of
administration would result in removing the mangdnalities and injustices which they very
properly resented.

Now, curiously enough, the mechanism which wasclalty enough evolved from these
incorrect premises was exactly the mechanism nalstilated to produce an accentuation of
the discontents it was intended to remove, and wa$ct, closely allied to the form of
mechanism which the alleged arch-enemy of SocialSapitalism, is evolving, or has, in
fact, evolved, for the express purpose of stiltifar fettering the individual in the toils of the
economic system. With the exception of the fact éhlaigher standard of technical ability has
been applied to their organisation, the large Gawent Departments, such as the Post
Office, the grouped railway companies, or the hugtustrial organisations such as, for
instance, Imperial Chemical Industries, are indgtishable from the ideals of State
Socialism, at any rate, in its more finished stag®] it is significant that Fascism in lItaly,
which was the capitalists’ reply to Communism, iqgically indistinguishable to the
unprejudiced observer from the so-called Bolshew$rRussia, which is at present our only
avowedly socialistic commonwealth.

It is, therefore, | think, important to endeavowniigolate the nature of the genuine urge at
the root of the Socialist movement, in order todfimf possible, a mechanism which is
compatible with its attainment.

This is not by any means so easy a matter as ihtnsgem, partly because men and
women have an unfortunate habit of clamouring fuings by names that they do not
understand. We have, of course, the simplest gessibtance of this at the present time
when millions of unfortunate people are askingdorployment. Anyone who will devote a
minute’s serious reflection to the matter will iieal that the greater proportion of these
unemployed millions could employ their own time tteeir own satisfaction if they were
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supplied with the means, or to put it shortly, theney with which to buy food, clothes,

housing, and the available luxuries of civilisati®eople clamour for equality, although not
so much as they used to do, whereas the venyliast the average individual really desires is
equality. He is convinced, and in my opinion, pndpeonvinced, that he is quite different to

everyone else, and the modern demand to realise & personality is far nearer the truth
than the clamour for equality of the beginninghdd tast century.

Many people complain bitterly of the injustice dietworld. | am afraid that the last
dispensation which we should any of us ask fonefreally understood what it meant, would
be justice, and for my own part | am inclined tmkhthat a large proportion of the misery of
the world is due to the arrogant claim of sociatydispense something which it calls
“‘justice.” One of the most illuminating lines evpenned, by that extraordinary genius, the
poet Blake, was that “one law for the lion andldmab is oppression.”

Now if you have followed me so far you will, | thkipon consideration, agree with me
that the last thing that anyone really desiresiésitnposition upon us either by the State, big
business, religion, or any other of the agencieghvhave been active in the matter, of a
rigid, uniform ideal. The only thing that we agreewanting is that we want what we want,
when we want it, and not because our next doohbeigr wants it at the same or some other
time. So that, so far from the realisation of somaehine-made Utopia which would embrace
us all, I think what we all as individuals desisea state of affairs which would enable us to
use the benefits conferred upon us by science dadagon for the furtherance of our own
individual ideals and desires, which must be jsstidferent, in the nature of things, as our
personalities are different, and must become isongdy different as our personalities
become further individualised.

The Social Credit proposals at any rate start fthis point of view, and in one sense
they may be considered as a complete inversionitbéreState Socialism, Fascism, or
Sovietism. So far from desiring to impose somerabsideal called the “common will” upon
the individual, their proposals have for their abpe the employment of the common
heritage (a phrase which | will define shortly) tbe furtherance of the individual objective,
whatever that may be, and without defining it.

In order to make this a little clearer | shall i®@iged to devote a few moments to a con-
sideration, first of the nature of property andosetly of the nature of what is called “Credit.”

In what sense can a man own a factory? It is gqubigous that he cannot himself either
operate it, eat it, live in it, or dress in it inyacomprehensive sense. Under existing circum-
stances he can administer it, but administratioolesrly not the monopoly of ownership,
since probably more than 99 percent of the facdpf@ms, and other property in the world
are administered by persons who do not own themhitdNtake up too much of your time, the
ownership of a factory may be said to consist king the profits, if any, of it, in the power
of appointment of its administration, and in theveo of divesting oneself of the ownership
by sale or otherwise. Now a little consideratiorl,wi am sure, convince you that the
majority of people only desire ownership of anytstiting as a factory for one reason, and
that is the profits which may be obtained fronmTtese profits take the form of money, and
money is the financial embodiment of something Wwhwe call “Credit.” What is this
“Credit” about which we hear so much?
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In the first place it is necessary carefully totidguish between real credit and financial
credit. Real credit is a well-founded, that is &y,scorrect belief or estimate of the capacity of
a person or community to materialise its desireis, bs one might say, a blue-print of a state
of affairs which the community can achieve, but hasyet achieved. It is the same thing as
that sort of faith which was defined as “the subst¢aof things hoped for, the evidence of
things not seen,” and fundamentally it takes #& wut of that marvellous faculty of human
nature which consists of first imagining a stateaffirs and then successfully reproducing
the thing imagined in the everyday world. Thatdalrcredit. Note that it isot beliefonly, it
is well-founded belief. Financial credit is a softreflection of this real credit in figures, and
might be defined as a correct estimate of a pesson’a community’s ability to deliver
money. Money is an effective demand for goods amdices, and most of us believe, and
probably correctly believe, that we cannot furtber desires without command over a certain
amount of moneyThe Social Credit proposals therefore may be sta@ahewhat in this
manner. They are not concerned with either the neatu the result of an individual's ideals;
their objective is to help man to achieve théma.a matter of observation it is clear that on
the material plane the possession of money ihesvorld is constituted, an essential to the
realisation of almost any objective. The problemréfore is to provide the greatest number
of people with the greatest amount of money thay tbtan use effectively, bearing in mind
the limitations inherent in the nature of ownersama at the same time to make sure that in
doing so we do not destroy the properties whighresent seem to inhere in money.

Before passing on to a short outline of the medmarof these proposals | should like to
touch upon some of the objections which are ragggainst them. One of the first and most
widespread objections met with is fundamental, prabably the most powerful obstacle to
their realisation, and might be perhaps called“Bwritan Ideal.” That “it is not good for
people to have what they want, that human natuessentially bad, and that life should
consist to a very large extent in running to seatwlohnnie is doing, and telling him he
mustn’t.” It is quite evident that if this positidme taken up no progress along these lines is
possible, and it is obviously not a matter for angat but is purely one of belief. |1 would,
however, repeat that in a more or less veiled fatng very prevalent and will have to be
faced in the open sooner or later. A second olgecperhaps worthy of a little more respect,
is that human nature will not be permanently siatisby what is called “material progress.”
This is quite probably true, but as an objectiostmial Credit it is, | think, irrelevant. If, as
is quite probable, the result of an initial extrgaace is a reversion to a very much simpler
type of life than we have at the present time, sahrthe better. Such a state of affairs would
be far more stable if it came as the result of égpee than as the result of an imposed ideal.
A third objection, perhaps almost universal, ig thacial Credit, by relieving everyone of the
fear of poverty, would remove the chief stimulusMioat is called “work,” with the result that
civilisation would fall to pieces.

Now superficially this is an important objectiomdanot lightly to be disregarded. If the
existing state of affairs provided evidence that fisar of poverty was a successful stimulus,
was a successful motive power for society, it mggrthaps—I do not say that it would— be
justified on pragmatic grounds; but it must be guwbvious to anyone who is familiar with
the facts of industry that the fear of poverty he tworst possible incentive to successful
industry. | have no hesitation whatever in sayingt the most important work, the hardest
work, and the most work per man in the world ise&lby men who have no fear whatever of
poverty and no human likelihood of ever being pddonversely, these sections of society
which are constantly faced with the fear of poveetyd automatically to become incapable of
anything but the lowest grade of work, and ultimat even this work less efficiently than
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better-paid and socially better-placed individu&l&atever function it may have fulfilled in
the past, it is my personal opinion that fear of &imd is the most destructive and generally
undesirable motive which can be imported into ammnan action, and that no greater service
can be made to mankind than its elimination. Therdnowever, an additional factor to be
considered in regard to the objection that the wafrkhe world would not be done except
under the stimulus of poverty and that is that weerapidly passing from the human labour
stage of progress into the machinery stage of pssgrand that if the enormous amount of
unnecessary work which is stimulated by the exgsfiimancial system were eliminated,
notably, of course, the completely non-productigbour of what is called “ business ” as
opposed to production and distribution, the worktleé world could be done with a
surprisingly small percentage of the labour avddala state of affairs which might be
visualised perhaps by imagining the human beingags four years in a school, three years in
a university, and three or four years in an indakstrganisation, passing, perhaps, at the age
of twenty-four or twenty-five into what we mightlcthe “reserve.”

Having the preceding considerations in mind, weiara better position to examine the
reasons why the economic and financial system doésat present fulfil them and what
changes would be necessary in order that it shabulsb.

Let us first be clear that the defect does notrliany failure of the production system.
The rate of production of a given article per hurnait of labour has enormously increased
and is continually increasing over that which wampetent to give a reasonable standard of
living four or five hundred years ago. For instanoel928 the rate of production of pig iron
was three times as great per man employed as iirwh814. A workman using automatic
machines can make 4,000 glass bottles as quicklgeasould have made 100 by hand
twenty-five years ago. Taking 1914 as 100, in 18#index of factory output was 147 and
the index of factory employment was 129. By 192%patihad risen to 170 and employment
had sunk to 115. In 1928 American farmers were gugif,000 harvesting and threshing
machines and with them had displaced 130,000 fand$: Motor car output per man has
increased during the same period by 210 per cent.

Similarly it would be absurd to contend that humanessities, much less human desires,
are fully met. The existence of a poverty problemcef to face with an unemployment
problem and side by side with a marvellously effecproduction system ought to direct our
attention unfailingly to the fact that it is somieth that stands in between consumption and
production which is the cause of our difficultieBhere is only one thing which stands
between production and the desire to consume aidshhe ability to pay, in other words,
money, and thus it is to the money system we noast for the source of our troubles.

Now the simplest method of obtaining a physicaloggtion of the situation is to regard
the money system and the price system as a dooblg-gystem of book-keeping. Every
article which is produced has a price attached] emd somewhere on the opposite side of the
account there should be a sum of money capableowing each and every article out of the
production system into the consuming system. Smoaey is the mechanism by which the
consumer gives orders; no money, no order; no pnderdelivery; and ultimately, no
delivery, no production. Having this conceptionriy fixed in your minds, you will see at
once that if the total amount of money availableooe side of the account is less than the
total amount of prices on the other side of theoant there must be something remaining
unsold always. Now the reasons why the amount afiap®mn the consumers’ side of the
ledger is always less than the collective amouriheiselves are quite sufficient to account
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for the difficulty are (1) the double circuit of mey, which has been dealt with by me under
what is called the “ A plus B theorem,” and (2) tleenvestment for production, of money
which is obtained by the production of goods fonsiamption.

These two, while not identical, are to some exietdrlocked, and are not very suitable
for explanation verbally, so | have arranged toehagon sale a short leaflet which explains
them, and | will merely ask you to accept from e statement which | have made above,
that the collective price of goods for sale is glsvanuch greater than the collective money
available to buy them. This being the case, centary interesting and very important
considerations become evident. The first of theséhat it is easy for a condition to arise in
which it is impossible to obtain goods which arg/gbally available in sufficient quantity,
for lack of money which can only be obtained by mgkfurther goods, which may or may
not be physically necessary. That is why unemploymethout money is called “industrial
depression,” although unemployment with money lkeddleisure” and a “high standard of
prosperity.” The second consideration is that, esimeder no conditions can an industrialised
country buy all that it produces, it is forced, tgtphysical circumstances, but by its book-
keeping system, to compete in foreign markets wfitler countries suffering from exactly the
same difficulty, and we have, in this artificialproduced competition for a market, which
ultimately must, as a mathematical proposition, tiaiabsorb all its goods, the primary and
overwhelmingly important cause of war. It is nad touch to say that there is no single cause
operating in the world today which is of such prignemportance in a consideration of world
conditions and is so fraught with the possibilityworld disaster as is this disparity between
purchasing power and prices. Now you may ask, @seid many people have asked, since at
one time or another purchasing power is distributedn amount equal to the cost of any
article, how is it possible that purchasing povgenot equal to prices in spite of the fact that
you can demonstrate that it is not? In other wondsere has the money gone to? The answer
to this is quite short. It was created by the baaksl it has gone back to its creators and been
destroyed. The banking system, therefore, is tle obthe monetary problem, and when |
say this | particularly want you to avoid making tmistake of assuming that it is the profits
of the banking system which | am attacking. | thihkse profits are exorbitant, but they are
quite unimportant in comparison with the disastreffects of the system itself which the
bankers operate.

Space will not permit me, nor in my opinion is aictically desirable, to go into great
detail in regard to the mechanism by which theasitun can be put right, but the main
principles arise directly out of a consideratiortlod disease and are quite simple. There are
three : (1) That the cash credits of the populatibany country shall at any moment be equal
to the collective cash prices for consumable gdodsale in that country (irrespective of the
cost price of such goods), and such cash credhts$ Ist cancelled or depreciated only on the
purchase or depreciation of goods for consumpiidnThat the credits required to finance
production shall be supplied not from savings atrf new credits relative to production,
and shall be recalled only in the ratio of gendegdreciation to general appreciation. (3) That
the distribution of cash credits to individuals lsHae progressively less dependent on
employment, that is to say that the dividend spiabressively displace wages and salaries as
production keeps increasing per man hour.

The relation of the first two of these considenagiavill be clear to you upon a careful

consideration of what | have previously said. Idddike, however, to add a few words in
regard to the third of these, and | might premigeremarks by pointing out how completely
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it inverts the normal Socialist idea that theres@snething wicked about a dividend and
something laudable about a wage or salary.

From one point of view a perfect financial systewud simply be a mirrored reflection
of every change in physical facts of the econorggtesn, and the first physical fact which
ought to be obvious to us is that the businessadyxtion is being transferred by the labour
of science and the progression of the industrial flaom the backs of men on to the backs of
machinery. Now can there be anything more insaa@ tio say that the benefits of this
transference shall not be enjoyed by men at lardess they are working? But apart from
this insanity it is wholly impracticable. While engers, industrialists, organisers and admin-
istrators are doing their best, as tlagydoing their best, to put men out of work, or asyth
phrase it, to produce more units of production &8s units of labour, the politician is
screaming that the most important problem of thes@nt time is the one of unemployment,
and that the best brains of the country shoulddmeentrated on the problem of finding a job
for everyone. Whether or not the best brains amceatrated on this problem, the fact
remains that the unemployment figures are risindyd&ou will see, | think, without
difficulty that the solution of this situation isagy if you will only divest it of any pre-
conceived ideas of social morality, and turn yoackbon such ideas as “if a man will not
work neither shall he eat,” a sentiment which in opynion was merely a statement of fact in
the conditions under which it was written and rmdended to be a canon of ethics. If one
imagines a state of affairs in which one man wagksmort hours can produce all that the
requirements of ten men can absorb the proper tdoindp is to pick the best man for the
production and issue to the other nine men ticksish will enable them to get their share of
the production, or in other words, draw a dividemdit. If we do not do this, it is not the
slightest use letting him produce enough for tem,nbecause they cannot get their share and
are driven to work, not because there is any nagefss work, but because we have not
enough sense to accept the benefits which the gge@if civilisation is endeavouring to force
upon us.
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v
SOCIAL CREDIT PRINCIPLES
Address at Stanwick in 1924. Reprinted fronThe New Age, November 28", 1924.

THE financial system is the works or factory systemtted world, considered as one
economic unit, just as the planning departmentmbdern factory is of that factory.

No discussion of the financial system can serve assful purpose which does not
recognise:

(a) That a works system must have a definite obcti

(b) That when that objective has been decided upas & technical matter to fit
methods of human psychology and physical factthatahat objective will be most
easily obtained.

In regard to 4) the policy of the world economic system amouata philosophy of life.
There are really only three alternative policiesaspect to a world economic organisation:

The first is that it is the end in itself for whialan exists.

The second is that while not an end in itself,sitthe most powerful means of
constraining the individual to do things he does$ want to do; e.g., it is system of
government. This implies a fixed ideal of what #herld ought to be.

And the third is that the economic activity is signp functional activity of men and
women in the world; that the end of man, while umkn, is something towards which
most rapid progress is made by the free expandiandividuality, and that, therefore,
economic organisation is most efficient when it tmesasily and rapidly supplies
economic wants without encroaching on other fumai@ctivities.

You cannot spend too much time in making theseesslear to your minds, because
until they are clear you are not in a position ffean opinion on any economic proposal
whatever.

In regard tolf) certain factors require to be taken into consitien.

1. That money has no reality in itself. That ireltsit is either gold, silver,
copper, paper, cowrie shells, or broken tea-cups. thing which makes it money,
no matter of what it is made, is purely psycholagiand consequently there is no
limit to the amount of money except a psychologiirait.

2. That economic production is simply a conversabrone thing into another,
and is primarily a matter of energy. It seems highiobable that both energy and
production are only limited by our knowledge of htmapply them.

3. That in the present world unrest two entirelpagate factors are confused.
The cry for the democratisation of industry obtaideast 90 percent of its force
from the desire for the democratisation of fireceedsof industry, which is, of
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course, a totally different thing. This confusi@naissisted by the objective fact that
the chief controllers of industry get rich out béir control.

| do not, myself, believe in the democratic contwblindustry any more than | should
believe in the democratic control of a cricket teavhile actually playing, and | believe that
the idea that the average individual demands a&shaheadministrativecontrol of industry
is a pure myth.

The present world financial system is a governnibased on the theory that men should
be made to work, and this theory is considerablgrmixed with the even stronger
contention that the end of man is work. | want youealise that this is a statement of fact,
not a theory. More than 95 percent of the purcltpgiower actually expended in con-
sumption is wages and salaries. It will therefoeesben that there are two standpoints from
which to examine its mechanism. The first consideas a method of achieving its political
end of universal work, and the second as a meaashiéving some other political end—for
instance, the third alternative already mentioned.

Considered as a means of making people warkaim which is common both to the
Capitalist and Socialist Party politics) the exigtifinancial system, as a system, is probably
nearly perfect. Its banking system, methods of ttaraand accountancy counter every
development of applied science, organisation, aadhinery, so that the individual, instead
of obtaining the benefit of these advances in trenfof a higher civilisation and greater
leisure, is merely enabled to do more work. Eveahepfactor in the situation is ultimately
sacrificed to this end of providing him with worknd at this moment the world in general,
and Europe in particular, is undoubtedly settlingvd to a policy of intensive production for
export, which must quite inevitably result in a Wocataclysm, urged thereto by what is
known as the Unemployment Problem. To blame thegmtefinancial system for failing to
provide employment is most unfair; if left alonemvill continue to provide employment in the
face of all scientific progress, even at the cdst aniversal world-war, in which not only all
possible production would be destroyed, but suamemnts of the world’s population as are
left will probably be reduced to the meagre proaucof the Middle Ages.

Considered as a mechanism for distributing gooldswever, the existing financial
system is radically defective. In the first plaitejoes not provide enough purchasing power
to buy the goods which are produced. | do not vigslenter at any great length into the
analysis of why this is so, because it is alwaysadter of some heated controversy. | have,
however, no hesitation whatever in asserting nbt thrat it is so, but that the fact that it is so
is the central fact of the existing economic systand that unless it is dealt with no other
reforms are of any use whatever. And the secontureaof equal importance is that
considerably less than the available number ofviddals, working with modern tools and
processes, can produce everything that the totallpbon of the world, as individuals, can
use and consume, and that this situation is preyesthat is to say, that year by year a
smaller number of individuals can usefully be emgplb in economic production. To
summarise the matter, the principles which mustegowany reform of the financial system
which will at one and the same time avoid catasteopand reorientate world economic
policy, along the lines of the third alternatives shree in number:

1. That the cash credits of the population of any tgushall at any moment be
collectively equal to the collective cash prices é@nsumable goods for sale in that
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country, and such cash credits shall be cancelledthe purchase of goods for
consumption.

2. That the credits required to finance productiorlldi@supplied, not from savings, but
by new credits relating to new production.

3. That the distribution of cash credits to individuashall be progressively less
dependent upon employment. That is to say, thatdikielend shall progressively
displace the wage and salary.

| may conclude by a few remarks on the positiothefbanks, in respect of this situation.
It is becoming fairly well understood that the bsnkave the control of the issue of
purchasing power to a very large extent in theirdsa The complaint which is levelled at the
banks is generally that they pay too large a dvidéNow, curiously enough, in my opinion,
almost the only thing which is not open to desimgctcriticism about the banks is their
dividend. Their dividend goes to shareholders andurchasing power, but their enormous
concealed profits, a small portion of which goesmmensely redundant bank premises, etc.,
do not provide purchasing power for anyone, andetyexggrandise banks as banks. But the
essential point in the position of banks, whiclsashard to explain, and which is grasped by
so very few people, is that their true assets ataepresented by anything actual at all, but
are represented by thdifference between a society functioning under reéiséd and
restricted credit and a free society unfetteredibgncial restrictions To bring that perhaps
somewhat vague generalisation into a more conciete, the true assets of banks
collectively consist of the difference between tibtal amount of legal tender, or Government
money, which exists, and the total amount of bameklic money, not only which does exist,
but which might exist, and which is kept out ofsggnce by the fiat of the banking executive.
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Vv
THE GOLD STANDARD AND INTERNATIONAL EXCHANGE

IT must be within the experience of most people wédnerendeavoured to popularise the
idea of finance with which this review is assodiat® find that the question of international
exchange forms a stumbling block. In the case a$dlpersons of whom, perhaps, it is most
important to make converts, such as businessmerotiieds who deal practically with the
everyday transactions of commerce, it is frequemblgsible to obtain an admission that some
new conception of finance, besides being desiratdes not appear to present insuperable
difficulties in regard to internal business, butrided out of the sphere of practical politics
because of (what seems to them) the insurmountiifileulty of international trade on a
basis other than that of the gold standard.

It is relevant to observe in the first place thas is exactly the idea which the upholders
of the gold standard would wish to disseminatés fairly obvious that if you can imbue an
effective majority with the idea that nothing cam dione for the financial system except as
the result of world-wide and international agreememu are going to put off any con-
siderable action for a long time. It is convenighgugh not necessarily accurate, to say that
the length of time required to obtain action inaehto any fresh idea, varies directly as the
square of the number of people required to be caed, and inversely as the simplicity of
the proposal, and is unaffected by its essentiahdoess.

But while, | think, there is reason to suspect canss assistance to the idea that finance
can only be treated as a world-wide problem, arat teform on any other basis is
impracticable, there are doubtless genuine diffiesilin the apprehension of the fallacy
involved in this idea; difficulties which in the maarise from the conception of money, and
more particularly gold, as having some fixed vatugself.

Now the theory, if theory it may be called, of ddyexchange standard is that if two
articles, A and B, have prices attached to thewliffierent currencies, those prices will vary
inversely as the amount of gold which the curreharequestion will buy, varies. That is to
say, if the price of gold in English currency is fidr ounce, the price of gold in American
currency is $20 per ounce, and the price of twizleg, A and B, in the respective countries
is £1 and $5, a rise in the price of gold in Gigatain to £5 per ounce would mean a fall in
the price of article A, if bought by United Sta®srency, by 25 percent, and a rise in the
price of article B, if bought in British currencipy a similar amount. That is the theory,
although it is very far from being what actuallyppans.

The first point to observe is that we are consitgthe interplay of two kinds of credit
systems. The national currency depends for itgliglon the fact that, if tendered inside the
country of origin, goods will be delivered in exclge for it. Gold, in the post-war world, has
been artificially elevated into a super credit egstof a peculiar kind. For the individual, gold
is an effective demand for currency of any couatrthe gold exchange rate. For the banking
institution, however, gold is not merely an effeetidemand for currency at the gold
exchange rate, it is an effective demand for irggomal credit to the amount of several times
the face value of the gold. These considerationg emable us to get a firm idea of the
tremendous power given to banking institutions bysstence in the use of gold, and on the
other hand, to realise that its use is essentiglhecessary. In regard to the first, we have the
astonishing situation that an ounce of gold initheds of John Smith is worth only £5, but in
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the hands of the Bank of England it is probably ttwd850—a situation which obviously
cannot fail to keep John Smith where he belongsnfthe point of view of the Bank of
England. In regard to the second point, we carfreee the proposal enunciated above, to the
effect that a national currency derives its vajiditom its effectiveness as a demand for
goods and services, that the problem of maintairihng exchange value of a national
currency, while eliminating the use of gold, depewd the validity in a foreign country of
the given currency as a demand for the currendiq@Eecond country in question. It is easy
to prove that this is ultimately dependent on #igorof unit prices to unit purchasing power
in the same country. If we exclude the trade in eyoas a commodity in itself, the only
object in buying a currency of a foreign countryniorder that one may, with a currency so
bought, buy goods or settle an account. If thibte in mind (and an astonishing number
of people seem to lose sight of it) the value @it tturrency depends solely on what it will
buy. In other words, if we untie a currency frone thold standard, its exchange value is
inversely proportional to the relative price lew#lcommodities in the countries concerned.
The lower the price level, the higher the excharvgdue of the currency. This is
fundamentally incontestable, and | have neveraat, fheard it seriously contested.

If, as is suggested in the ideas that | have putdal, a considerable proportion of the
credits which are created in the country are agglethe reduction of prices, then it is quite
obvious that a given unit of, let us say, Englishrency will buy more than it would before :
the ratio, unit purchasing power is raised.

unit prices

Consequently a given unit of currency will find arghaser in foreign currency at a higher
price than it would before, assuming that the adinnfluences of the market were allowed
free play. | do not think that if such a schemeeyeut into operation these influences would
be allowed free play, and the first result woulggibly be a wholly artificial depreciation of,
say, the British unit of currency in the world eadge market—a matter which the exchange
brokers could quite easily arrange. But the resfilthis would be that the British unit of
currency, bought at less than its true exchangeeval some foreign currency, would, in
terms of that foreign currency, buy still more gedldan even it ought to under the proposed
change. The result of this is easy to foreseehdrfitst place, it would result in an enormous
yet temporary export trade, against which compestiteould have no effective weapon other
than to apply the same modifications to their friahsystem. Secondly, in the language of
the stock market, the money “bears” would be casplort of British currency, and caught
short without the least possible chance of eveifguio cover, except at a ruinous loss. | am
inclined to grant them sufficient intelligence toable them to see this very quickly, and |
have no doubt at all that the almost immediate lresfuthe application of credits to the
reduction of prices in, for instance, Great Britawvould be to send British exchange above
par.

Downloaded from www.socialcredit.com.au

22



VI
FINANCE AND BRITISH POLITICS
Address delivered at Westminster, February, 1926
[. Internal

IN addressing you upon the subject of “Finance antisBrPolitics,” | think it would be
worthwhile devoting a few minutes to examining theaning of the words of the title. | find
on consulting an etymological dictionary that therev“finance” has two alternative deriva-
tions, one meaning “to pay a tax,” and the othercttme to a settlement with.” | think these
meanings both have their interest, but they dofaetish the definition for which we are
looking. Finance as it concerns questions suctatisnal politics is often referred to as High
Finance, and | would suggest to you as a definoHigh Finance that it is the business, art,
or science, of manipulating the money system taialpolitical or economic results. Please
note that it is not the money system in itself. Tih@ney system can accurately be described
as a ticket system, and the relations betweenin&tance, the quantity of tickets issued and
those which are automatically recovered throughphee system, while of immense and
even preponderating importance, since they affoigh Hrinance its opportunities, are not
those relations which correctly come under the letsen of High Finance. They are more or
less automatic relations, and High Finance conciseff with using this price-and-money
system as it stands, to obtain varying ends. | ihyaed others, have devoted a great deal of
time to the money system, both in books and in dpeg which have been reprinted, and
those of you who are not familiar with that, thevary aspect of the question, might perhaps
consult those publications. | think it is of praeli importance to keep the conception of
money systems, and the use which is made of tteeprenoney system, separate, for reasons
which will become apparent as we examine the stibjec

The essence, however, of the existing money systénat it creates an artificial scarcity
of purchasing power on the one hand, and placepdier to relieve this scarcity in the
hands of an international organisation on the dtiaed.

Let us turn now to the second half of the titleitBh politics.” Taking the second half of
the title, “politics,” it is again of interest tanfl that there are three words, which are allied,
which bear upon it; one of these is “policy” in teense of a plan or scheme, the second is
“police,” which originates from a word meaning “digovernment,” but has come to mean
the use of physical force to enforce law, and thedtis again “policy,” which means a
warrant for money. We are familiar with the lattiefly in connection with what we call an
insurance policy. | mention these etymological wions for the purpose of suggesting how
closely connected are the words meaning Governnard, those meaning money trans-
actions.

It is common to assume, at any rate as a converttiah British Policy is the greatest-
common-measure of what would be the policy of il Britons. One of the first points |
wish to make to you is that this is not true, tihg@robably never was true, that it is probably
less true now than it ever was. The same argunentbe applied to the politics of other
countries, but we are not tonight concerned widséh

Now, before proceeding further in examining theedjence between so-called British
Policy and the policy of the individuals who live iGreat Britain, it is worthwhile
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considering certain facts. To avoid a charge ofiplasm | may say that the whole of this
address was drafted some weeks before the delbyeir. McKenna, the Chairman of the
Midland Bank, of the speech which so lucidly empéesthese facts.

It is notorious that, with numerically few exceptsy at the present time the individual
Frenchman is richer than he ever was and more grogp than he ever was. It is notorious
that in the years 1919, 1920, and 1921 the indalidderman was more prosperous perhaps
than he had ever been, and that since the Dawesyala applied, Germany is “on her feet,”
but the Germans are starving. It is said at theguetime that France is financially bankrupt,
just as it was said in 1922 that Germany was firdiycbankrupt. 1 mention this, not
necessarily to commend either the condition ofieffen France at the present time, or those
which existed in Germany before the so-called 8saltion of the Mark, but to point out that,
even in the language of the Press, it is possiiettfere to be a complete contradiction
between what is called the prosperity of the indlnal (and | mean by that, the prosperity of
the great majority of individuals), and somethinigieh is referred to as National Prosperity.
You will see that there is in fact a suggestiort tine two stand on opposite sides of an
account, that the State becomes rich at the expehskee individual, or the individual
becomes prosperous in proportion as he escapestfi@mower of the State. And it is most
significant that France, which has the weakestrae@overnment in Europe, is making the
most successful stand against financial dominafitrere is in fact strong reason to suggest
that a prosperous and powerful Government, wheeeGbhvernment is closely connected
with finance, does not by any means mean a prospenod powerful citizenry.

At this juncture | should like to meet a probabtéicism in advance. | can imagine
someone saying “This is another Hidden Hand théd@wg. not allow such an idea to affect
your judgment of facts one way or another. Evespotly of events which has any soundness
must at the present time be a “Hidden Hand” thebegause events are not controlled by
Voting or Parliamentary Debate, but by Financehéory is neither more nor less likely to be
true because it appears to be romantic, nor doecéssarily involve conscious turpitude on
the part of, e.g., Statesmen. If you train a mamfryouth, you can make him honestly
believe anything, and | can assure you that thexeery few “accidents” in the rise to power
of public men. If you consider the influence of sunen as the late Sir Ernest Cassel on the
London School of Economics and the care takenedls® high permanent officials have an
orthodox training, you will see how subtle thislugince may be. No doubt many of you have
read a short story by Mr. Rudyard Kipling, “As eas/A. B. C.,” and considered it to be a
brilliant flight of imagination. If there is anyonere who is familiar with the world-wide
intrigue to obtain control of the Air Services dfet world, and to attach them to some
organisation such as the League of Nations, it sgifjuire very little emphasis to convince
them that that brilliant short story was very faorh being a mere flight of fancy. At the
present time a much better name for the Hidden Aovent would be “Dollar Diplomacy,”
although that is by no means comprehensive.

Since the time of Cromwell, excluding the short teestion, the financial policy of the
British Government has been based on a theory atisg. It has been the custom in this
country to suggest that, figuratively speaking, itidividual only clings on to economic life
by his eyelids. As time passes, | am beginningagartore and more doubtful whether this
was ever necessarily true, while | am quite certiadt it is not necessarily true at the present
time. But if you will cast your mind back over tkeown periods of economic distress in this
country, you will find that they are definitely treable to financial policy in some sense or
other. For instance, a serious depression stretéioea the time of the Crusades to the
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beginning of the Renaissance, and is explainabl@jnk, far better by the fact that the
English nobles were all mortgaged to the Jews st of the Crusades, than in any other
way. The Renaissance itself was specifically duiaéoopening up of the wealth of the West
Indies, and the influx of gold and other treasasea result of the forays of Drake, Hawkins,
and their confreres, combined with the isolatioBafish Finance from that of the Continent.
The Hungry Forties were no more due to the Napate@vars than the present industrial
distress in this country is due to the European.Waey were due to the hold which
financiers, such as the Rothschilds, obtained dpisncountry, and the consequent passing of
the Bank Act Charter and other financial restrietiggislation; and coincided with the rise of
the Joint Stock Banks and the absorption of thdigmgrivate banks, and they were relieved
by the discovery of gold in California in 1848. Andar period of prosperity followed the
discovery of gold in South Africa. We have just mdavoured with speeches from the
Chancellor of the Exchequer and the Prime Minigimanding economy. Those speeches
merely justify a policy which is continuous, but iain has received temporary setbacks for
reasons which are easily understandable, but netedietain us tonight.

This theory of scarcity is closely allied to a fmt#al policy of money saving or its more
elaborate successor, Insurance. No one can makeratgnce to an intelligent understanding
of the present situation who does not recognistlfihow deeply ingrained this policy has
become in the methods of the British Governmend, anthe same time how completely
divorced this practice is from any relation to phgk fact, just as those two speeches to
which | have referred have no justification foritreeemand for sacrifice.

If I have an income of £500 per annum and | sas¢ha phrase goes, £100 per annum of
this sum, either by the simple process of putting & bank, or by the investment of it in an
insurance policy, | decrease my expenditure by &@egnt, and | certainly provide myself
with money for use at some future time. But therao physical saving corresponding to this
money saving. In fact, owing to the interconnectiohthe financial system with the
producing system, there is probably an actual detstn of wealth due to the fact that | do
not spend the whole of my income. More goods wdwddle been drawn from the shops,
more orders would have been given to the manufauo replace those goods, and conse-
guently a real ability to produce more goods peit oh time would have been created,
probably by an extension of manufacturing faciifibad | spent my income. But if | save my
money, only one of two things can possibly happethe world of actualities: either goods
which have been produced will not be bought antltvdrefore be wasted, or in anticipation
of the fact that | should not buy them they wilvee have been produced. That, I think, is an
accurate description of the result of financialisgvand insurance, so far as it affects the
production system. | do not, of course, overloakithmense forces which impose this policy
of saving upon the individual, due to the much tgeanportance to him of the possession of
money than the production of goods. That is metelgay that Finance has the power to
impose a policy on the public, even if that polisydemonstrably anti-public in character.
Notice that the effect of this is still further teduce an amount of purchasing power which
would be insufficient to buy the product, evert ivere all spent.

British financial policy has become a policy of iagdaxation of the individual. Taking
the present situation as being the logical culnmmaof this policy, a few concrete figures
will perhaps put the situation as shortly as pdssibet us begin with our particular form of
capital levy, the Death Duties. These range fronpd@ent, to more than 50 per cent, of the
total sums devolving upon the death of the indigigdand it must be remembered that while
these are strictly equivalent to an individual &aplevy, the sums received from this source
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go to swell the revenue of the current year. Ireothords they are a peculiar form of Income
Tax ranging up to 60 percent. Then we pay in Ex€&ees more than 135 millions sterling

per annum, every penny of which goes on to the @iote articles consumed. We pay nearly
two millions sterling per annum on the matches wi&esand over 50 millions per annum on

the tobacco we smoke. Our motorcar taxes are nhare four times as heavy as any other
country in the world. But it is in the Income Tdpat our financiers show what they really can
do, and the position is best shown by a contrait thie only other country which seriously

levies an Income Tax, | mean the United StatesméAca. In the United States of America a
married man with two children, having an incomeE@f000 per annum, would pay a tax of

£5 5s. 0d. The tax under similar circumstancesngl&hd at the present rate would be from
thirty to forty times as much. The taxes upon larg®mmes are fantastic, running up to fifty

or more percent of the total income, where thiseeds £30,000. In the United States a
married man is exempt from any tax on an incomabaiut £500. In Great Britain he is only

exempt on half that sum. Each child in the Unitéates is the basis of an allowance of about
£90 of income free from tax, in England there isoaninal rebate of £35, but owing to the

peculiar way in which this is computed the allowamreally only half that. Remember that

all these enormous sums have appeargdices.

There never was a time, and there never was a rgpuntwhich so-called insurance
(which if it means anything, means a defence agaosnomic uncertainty) grew to such
dimensions as exist in Great Britain at the pretierg. And | suppose that there never was a
time, and there never was a country, in which tlhreaie such a general feeling of insecurity
and economic danger. | think that this feelingrsfacurity is more due to penal taxation and
powerlessness to resist it than to any other sicaylse.

We have considerably more than a million able-bddwerkers unemployed; we have a
high bankruptcy rate; our railways, and especially electric power services, are falling
behind those of any other first-class power, halfshipping is laid up, and our shipyards are
idle. Our housing conditions are a byword, andsiproposed to remedy them by methods
which would not be accepted on the Canadian psaifiiree hundred thousand so-called
Fascisti are preparing to start a civil war witloaba similar number of striking coal-miners,
who cannot produce coal at a profit while charghmgconsumer twice what he paid ten years
ago, and all that we can show, | think, on the e of the ledger, is that we have 8,600
branch banks on most of the corner sites of thatcpuand the most elaborate and successful
insurance offices in the world.

Consider also the Land question, which has agamectw the fore as the result of the
efforts of a statesman well known in connectiorhwiheasants and mangel-wurzels. There
has been a persistent attack upon the private ewipeof land by the Liberal Party for the
last hundred years. The Liberal Party (for manybbse ideas | have the greatest respect)
has been consistently financed by the banking estsrin this attack upon property, and
especially in that particular aspect of it whictsha do with site values. What has been the
result of this attack? The answer is easy. Ninetyes percent of the finest sites in this
country are owned by banks and insurance offiaes tlae only reason that they have not got
the other three percent, is that for the moment tleenot want them.

| am going to commit myself to a somewhat strorgteshent. Modern taxation is
legalised robbery, and it is none the less robbepause it is effected through the medium of
a political democracy which is made an accessorgibyg it an insignificant share in the
loot. But | do not think robbery is its primary elof. | think policy is, much more than mere
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gain, its objective. | think it is most significatitat every effort is made by economists of the
type turned out by the London School of Economicastill into the Labour Party that it is
possible to obtain some sort of a millennium byedé@@ting the process of stealing. It is one
of the many symptoms which make me fairly sure thate is a close connection between
High Finance and the propaganda supplied to whatlied revolutionary labour in every
country, a connection such as has been traced betWeall Street and Russia. So far from
the expression of extreme Socialism of this typ@adpa bar to advancement in the Treasury
and the great Financial Houses, it is almost aiséggquto promotion.

You will quite properly feel inclined to ask at shetage of the argument: “Are you
stating that the condition of affairs in Great Bnit is the result of conscious policy aiming at
producing the results that we see round us, oryare merely suggesting that British
financiers are incompetent?” If the former, whathis ultimate object of that policy?

Taking all these matters into consideration, andrftamade it my business to observe
the course of events in the United States of Araericgether with what information it is
possible to glean in regard to Italy and Russiaave come to the conclusion that we are
witnessing a gigantic attempt, directed from sosiwbich have no geographical nationality,
to dispossess a defective democracy, and to sutlestitdictatorship of Finance for it. | do not
think public men necessarily agree with this, budol not think they struggle very hard
against it. They would not become public men ifytlted. The tactics which are being
employed to further this policy must necessarilyoime an attack upon all forms of
purchasing power which are not gained by what ikedawork. It is a matter of no
consequence to such a policy that an individuallshceceive high wages or a large salary.
These can be taken from him at any time should éxeeldp an inconvenient faculty of
criticism. It is not even a matter of serious intpace that he should acquire securities which
are a basis of dividends, if by means of heavyritdrece taxes it can be ensured that he only
acquires them by work of a specified kind. Givesu#ficiently passive acquiescence in the
policy which is imposed upon him, there is no reasdny he should not be well fed and
materially prosperous. But it is necessary thaslheuld not have power until he has been
through such a training as will ensure his docitiythe hierarchy of Finance, and | may,
perhaps, say that | think that the elimination ofiadependent upper middle class is an
intermediate objective of that policy.

In my subsequent address | hope to show you legidieations of the working of this
policy in international relationships, and the otilye, in my opinion, along which it is
possible to take effective action to counter it.

[l. External

It will have been plain to those who have followée examination of the relations
between Finance and Internal British Politics it validity of the ideas involved in that
examination rests largely upon the acceptance sbraewhat unorthodox or at any rate
unfamiliar theory of world politics. | think perhgpt would be convenient at this point to
state that theory.

In the first place it is suggested that the aimsaifonal Governments are by no means
the same things as the aims of the majority ofviddials in the countries they are supposed
to represent. Further, that these Governments arenbre responsive to influence from
financial sources than they are to popular infleen¥e might almost go so far as to say that
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the modern Government is quite insensible to popaftuence, and that no serious change
of policy is effected by a change from one partytother. This is certainly true where the
subject in which such influence might desire toelxercised conflicts with the interests of
Finance. A consideration of the relative progressing a period of acute housing shortage,
in the building of small houses on the one hand, e building of branch banks on the
other, will perhaps afford an example of what | mea

It therefore becomes a matter of the first imparéamto find out what would be the
interests of Finance in relation to the appareotiynflicting interests of various national
Governments, because if we can get any clear eagard to this, and we admit (as | have
suggested we are obliged to admit) that Finance make itself effective through any
Government, and is common to all Governments, thenshould be able to obtain some
insight into the probable trend of internationalifpes.

Now | think there is very little doubt that Finanbas this in common with human
nature. Self-preservation is the first law of i&srg. The first rule which we should expect to
find operating in this connection, therefore, iattRinance would tend to favour those nations
where Finance itself finds the most congenial home.

There is very little doubt that the effective heaaiders of world Finance at the end of
the eighteenth and the beginning of the nineteeethuries were in London. It is a matter of
common history also, that the end of the eighteerahtury and the earlier part of the
nineteenth century witnessed a condition of genartiire in England which was lower and
more brutal than that existing in any other portdihe civilised world. It is not necessary to
elaborate this side of the question. | do not sep@mmybody would seriously contest it, but in
any event a consideration of the penalties presdriy the criminal law, or even a slight
excursion into the literature and particularly begraphies covered by the period referred to,
are sufficient to prove the point.

But during the last 100 years, and more particylddring the last thirty or forty years,
the temper and tone of the people of this countigehundergone a great change, and | think
a change for the better. Our laws and the punistsr@mnected with them are probably still
the harshest in the world—there is, for instanceoptier country in which the punishment of
flogging by the “cat” is legal—and there is a ndéaincrease in their harshness since Finance
regained control of the post-war situation. Notaleo the resurrection of the prize ring,
which had its hey-day in England when Finance weagiastioned, but now flourishes best in
America. But there is an increasing dislike andgsbin regard to these things on the part of
the general public. Germany before the war, or @asht would be fairer to say Prussia, had
a culture which was not dissimilar to that importetb England by our Hanoverian Kings at
the end of the eighteenth century, and Financeeinm@ny was even before the war seriously
contesting the pre-eminence of British Finance.nKi@at had begun to look coldly on
London.

In the past fifteen or twenty years, however, theen¢ of the most outstanding
importance in world politics has been the rise davgr of the United States of America. It is
the common convention to ascribe this rise to tlsspssion, by the United States
Government, of unique economic resources. Whilen@euic resources are a factor in the
question, | do not myself think that they are amghlike so important a factor as is
commonly believed, and they are certainly not thiy or even the dominating factor. Under
present conditions, any country is as prosperoudsrasice allows it to be.
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Side by side with this rise to world power of thaildd States, there has arisen a culture
which is markedly similar to that of the eighteendntury England, or nineteenth-century
Prussia. In saying this, | do not overlook the &xise in the United States of a very large
number, perhaps even a majority, of people whkiadly, tolerant, and charming. But | am
personally familiar with the United States overesigpd of more than twenty-five years, and |
do say most emphatically, that these people doremtesent the effective culture of the
United States, and further than that, that thdluémce is considerably less effective now
than it was twenty-five years ago. Lynching, murderd other crime is a reflex of a police
system which is both corrupt and brutal. While Amc@n law is milder than ours, its
enforcement is more barbarous.

It is more than a coincidence that at the periodahich | have referred, Finance and a
particular type of culture, which you can call Riiasism if you wish to give it a name, have
been dominant at one and the same time, and | flunkvill see that it is not a very long step
from recognising and admitting this to recognisthgt the interests of Finance might be
expected at the present time to coincide with thenidation in international politics of the
United States of America.

Perhaps the question of international War Debtsrddéf the clearest indication of the
policy of High Finance. You are all familiar withdé general outlines of the Debt settlements
which have been arranged. The financial represeasabf the British Government pledged
the credit of the British people to the United 8$atGovernment. The United States
Government issued loans to the population of theedrStates in exactly the same way that
the British Government issued loans to the Brifigople. The banks and issuing houses
creatednew moneylent it to the people to invest in the loans, and hi&lloans as security
for the “Debt.” In both countries the ultimate owsef this debt were the bankers and not the
Governments. Now | do not believe that a few peoplany of whom are no doubt here
tonight, are the sole possessors of sufficientligésce to understand the true meaning of
this process. That does not seem to me to be anaale hypothesis. But in spite of the fact
that there must have been numbers of people inriamopositions, both in Governmental
and financial circles, who understood quite weklttlve never received any money from
America either for ourselves or on behalf of oulied, a financial commission headed by
Mr. Stanley Baldwin concluded a post-war arrangeméth financiers in the United States
which committed us to repay, not the goods whichhae received, but the money which we
had not received, on terms more onerous even tiase tfinanciers acting on behalf of the
United States themselves had hoped to procurep®palation of this country of forty-five
millions, which sustained no small part of the attiighting between 1914 and 1918, is at
the present time committed to pay a large portibthe taxes of a country of 110 millions,
whose effective participation in the actual ware@®d a period of about six months.

Subsequent to the completion of this undertakihg, Wnited States arranged its loan
transactions with other debtors who were at theeséime much larger debtors of this
country. In place of an interest rate of 3¥2 peraantr sum of about one thousand millions,
which is being exacted from Great Britain, an iestrrate of/s of 1 percent on a debt of
about half that sum has been arranged as betweetritied States and lItaly. Our own
financiers (if there can be said to be any ownerghifinanciers) gave Italy terms equivalent
to cancelling five-sixths of the debt. You will nd&il to notice that these extremely
favourable terms to Italy coincide with the apotismf one of the most fantastic tyrannies
(not excepting that of Russia) which history hasreknown. The result of this and other
similar arrangements has been to make it impossibtebtain from our own debtors a sum
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which is more than a portion of the sum which weehto pay to America, although our
collective loans to the Allies in the war considdysexceed our borrowings from America.

This situation has been accompanied by a policglwhas been termed the return to the
gold standard, a policy which even some of our nrdkiential bankers, to their great credit,
have denounced as inevitably reducing this coutatry state of financial bondage to Wall
Street.

Now, with a full sense of the gravity of what | aaying, | suggest to you that the
persons who were really responsible for those Betitements (I do not say the figureheads,
although | see no reason why they should escapeism) were financiers before they were
Englishmen. They saw, and truly saw, that the paféfinance was shaken to its very base,
and that a sacrifice was necessary. The millionsneimployed, the bankrupts, the suicides,
the new poor, those and many others are that g&crifhope those of them who survive feel
that their sufferings were in a good cause. Findrasebeen re-established, and there is every
prospect, | think, that the main object having baehieved, the Anglo-American Debt will
eventually be scaled down, and we may be permitteshjoy a decorous, if undistinguished,
old age—if nothing happens to disturb the plan.

| believe that there is (save the mark) a “gentl@siaagreement between the Bank of
England, the permanent Treasury officials, and Rederal Reserve Board—Messrs. War-
burg, Mr. Otto Kahn and others intervening— to thiect.

Those of you who have read that remarkable bodibyBenjamin Kidd,The Science of
Power,may remember the following passage: “It is a fda, significance of which has been
overlooked in the past, that Western civilisatiaxs tbeen in a special and peculiar sense
founded upon force.” The point to which | have beexdeavouring to bring you in this and
the preceding address, is that orthodox financeaspto have a subtle connection with this
doctrine of force—Force and Finance, if not the samngs, are complementary. Quite
demonstrably, force has brought one nation aftethen to a certain type of pre-eminence.
With that pre-eminence has come a rise of cultaresing, | think, not out of force, or
finance, but out of the economic prosperity whiglthie bait used by Finance, and subsequent
to that rise of culture, forces appear to have Isstnn operation to transfer the preeminence
elsewhere.

| do not suggest that this sequence of events dmsed unnoticed or uncommented upon.
That well-known classic, Gibbon’Becline and Fall of the Roman Empiset a fashion
which has had many imitators. In almost every casel, most notably in the case of the
immediate pre-war German comment on these mattegssuggestion was that the type of
culture to which | am referring, which involves thkevation of such qualities as kindness,
mutual consideration, toleration of new ideas,ikiisbf aggression, in fact all that group of
virtues which we call civilised, or, if you prefér Christian, constituted a disease of society
and led to the downfall of a nation which succumtmethem. It was, in fact, assessed as pure
weakness.

The first negative comment which we can make upitheory is that the fall of Ger-
many was certainly as violent and catastrophicngsrahistory, and was certainly not due to
the undue cultivation of a civilisation of this degtion. For half a century, at least, Germany
had inculcated brutality as a specific principléenef system. Her fall was not due to anything
that you might call softness. | believe that in thieg propaganda as to the causes and the
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reasons of the war, there was a real truth. It thas the world would not have German
“Kultur” at any price. Prussian culture set in nootiforces stronger than itself, which brought
about its downfall. In war time, therefore, civatson does not fail. It is in peace time that it
fails.

Now | want to put before you a totally differenetry (which so far as | know is novel,
although its novelty is of no importance) as to thason for the decline of nations which
become pre-eminent by force and financial policg anbsequently become civilised. | think
that they are brought up to a certain point in etioh by the system that we are living under,
and that at that point they are in a very favowgiasition to develop what | believe to be a
really higher level of culture.

While in one sense brute force gave it birth, teiel of culture does not rely on force of
the ordinary kind. In fact, force of the ordinannd is distasteful to it. It, and force, together
with orthodox Finance, are mutually repulsive. Tasult of this is to drive Finance to seek
for a more congenial environment. You may say ithisnly a more complicated form of the
old explanation. | do not think so. I think you oget a new idea of great value from it.

The danger of a decline, once this level of a nellue is reached, is not, in my opinion,
due to that culture in itselft is due to the failure on the part of that cuduo develop a
system of Finance, and a use of force, which igaymetic to the general spirit of the new
culture.

You may find an analogy to this state of affairghe life history of many insects—the
may-fly for instance. They are brought to a cerstege of development in water, but once
that stage is reached they either escape intoitter ghey are drowned. It is even probable
that all life on this planet is compelled by theuma of things thus to change on to a different
plane on pain of extinction.

Now the characteristic of orthodox Finance is tapt@lisation or monopoly of Credit. |
could, without much difficulty, prove to you thatch a policy synthesises every Anti-
Christian principle. The distribution of Creditits antithesis.

While the details of such a system of Finance attebleft for discussion until such time
as they might come into the region of practicaitps, | do not think there is much doubt of
the principles they would be obliged to follow.the first place they must provide a financial
reflection of the physical facts of the producidgstributing, and consuming systems which
the existing financial system signally fails to do.

| put this requirement first because from the latk arises that peculiar situation which
can only be described as a financial bottle-nduk cbntrol of which gives control of the very
necessities of life itself. Closely linked with thdfilment of this requirement is the necessity
for exalting the individual over the group. | meby that, the exact opposite of what is
commonly called Socialism. The direct road to theaecipation of the individual from the
domination of the group, is, in my opinion, the stilation, to an increasing extent, of the
dividend in place of the wage and salary.

Practically all the evils from which we suffer &tetpresent time can be traced to the
ability resident in existing organisations to subpoate true individuality to them. It must be a
common experience of many people here tonight ve Ihe@en obliged to acquiesce passively
in transactions either of a business concern ooeefiment Department which transgress
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every canon of common decency, and which if don¢he advantage of an individual would
be generally condemned. The fact that they are dader the orders or for the advantage of
some organisation is commonly held to excuse ttie@racter. There is, however, another
aspect of the greatest importance. Measured byiseigli standards, groups are always of
lower value than individuals. Conversely, indivitkithave qualities which are non-existent in
groups. | suppose a life-long plot on the part wé eonan against the well-being of another
man is very rare, but a business or national véadetthe rule, and | should say there were
few exceptions to that rule. Acts of generosityhwiit ulterior motive between individuals
are common—between nations or businesses as seamknown.

The fixing of responsibility on the individual facts committed by him, or decisions in
which he acquiesces, follows logically from the jaiilan of such principles as | have been
suggesting.

Even if it were desirable, the time at my dispasahadequate to deal with the technical
aspect of this problem which is no doubt fairly fian to many of those interested in it.

In conclusion, however, | should like to emphasise very important aspect of the
whole problem. The desired solution has no bassemtimentality or abstract Pacifism. To
be successful, it has to be a solution which cgint fiAs | have just said, and as must be only
too obvious, modern scientific civilisation is isistible in war. | believe it is possible to
provide a financial system which will so aboliske thrtificial differences of interest between
individuals, that any community, nation, or contihevhich will successfully put these
principles into operation will either compel imitat from the rest of the world, or will
reduce any attack upon its principles to the redgpiosition of a mob of bushmen armed with
bows and arrows who might be so rash as to attatlo@dern army equipped with all the
terrible weapons of modern warfare.

In the meantime, a few concrete hints may be us&esist the abolition of Treasury
Notes and the issue of Bank Notes. Always refuBargk of England note. Never subscribe
to a new issue of shares or Government stock. Buy ghares or stock in the open market,
and do not buy new issues. Fight every demandaf@st Don’t imagine it is your duty to pay
taxes. You have to, but that is quite a differerdtter. Take a leaf out of the French
taxpayers’ book.
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VI
THE CONFLICT BETWEEN FINANCE AND SCIENTIFIC INDUSTR Y
Address given at the Cannon Street Hotel on June 8y 1935.

IT is necessary in dealing with the question of momeybe quite sure that the
assumptions on which the money system is to bededirare both understood and accepted.
Some glimmering of this appears to have occurreflitdosiah Stamp, in an address which
he gave some short time ago, in which he pointédiat the public mind in these matters
swung from political interests to industrial intst® which apparently to him were
incompatible.

The first definition to which | would draw your atition is that of wealth, and is “the
rate at which a nation or any other corporate boflyndividuals can deliver goods and
services esteemed conducive to well-being.” Thersgcefinition is that “the objective of an
industrial system is to deliver goods and servicethe individuals included in the nation or
other corporate body to which the system is att@ctvith the minimum amount of trouble to
those individuals.” The third conception is that tbe artificiality of money. The best
definition with which | am acquainted, and whichoishodox, is that of Professor Walker, in
his book, Money, Trade and Industryyhich reads that money may be defined as “any
medium which has reached such a degree of acckfytdbat no matter what it is made of,
and no matter why people want it, no one will refitan exchange for his product.”

| would particularly draw your attention to the abse of any consideration affecting
what is commonly called morality or ethics in thesdinitions. Even in these days | suppose
that if the booking clerk at the railway stationrev¢o address, to the prospective purchaser of
a ticket for transportation from London to Edinbuyrgn enquiry into his domestic habits and
the regularity with which he paid his Income Taxwould be felt that he was in advance of
his time. Similarly, in times of stress, it is re#able that we do not enquire very strictly into
the antecedents of those who are enlisted in ourear To put the matter another way, as
circumstances force us more closely in contact Wighunderlying realities of life we jettison
a good many artificial considerations which seengrow up around our conduct in peace
time.

One of the most important realities of the conditimder which we live on this planet is
that we live by work; and energy or power is the raf doing work. Lest some adherent of
that much misused phrase “ he that will not workhee shall he eat ” should read in what |
am saying a justification for his belief, | woul@dten to point out that it does not matter in
the very least how the work is done nor from whetm®aes the energy by which it is done.

Man requires, primarily, shelter, board, and clethieis immaterial whether his shelter
is laboriously carved out of the solid rock by hdallour aided by the most primitive tools,
or whether by the latest process of poured-conaretestruction, machine-made window-
frames and doors and other refinements of modeildibg construction, his house arises,
like the tent of the Arab, in the night. Similarhis food may proceed from wild wheat, sown
on ground laboriously scratched with a stick, omiay be the product of selected and
scientifically crossed wheat grown thirty, forty, @/en more bushels to the acre, on ground
which has been steam-ploughed and rendered fbytitee latest nitratic manures electrically
produced from the atmosphere. His clothes may baenoh skin, each one of which may
represent months of the time of a trained huntethey may be the product of Lancashire
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and Galashiels, turning out thousands of yardsabfi¢ with the aid of one man watching
machines for one day. The fact which underliesdlwmtrasts is that embodied in the law of
the conservation of energy, and it may be stated@m purposes in the form that what is
commonlycalled production is simply the transformationoofe thing into another; that production
ex nihilois impossible, and that therefore, other thingadequal, production is simply proportional
to the amount of mechanical energy applied todtiarguite irrespective of the agency through which
that mechanical energy is applied, muscular, etedtror otherwise.

In a somewhat narrow sense, the truth of this e is becoming recognised by the
importance which is being given to the questiorthaf electrical distribution of energy in this and
every other country, and, of course, this is altlte good. It would be too much to say that this
recognition carries with it any general appreciatid the greater issues that are involved. If ydlli w
carry your minds back to what is called the Goldeye in Great Britain, the age of the great
Elizabethans, you will find that, although the ambaf extra-humarenergy which was employed
for productive purposes was trivial, arising frootls sources as small and inefficient water-wheels
and windmills, a very tolerable standard of liviwgs common, and it was common in spite of much
greater general leisure and a good deal of wasiggernn the shape of war. | feel sure that amongst
my audience someone is yearning to point out ti@pbpulation of these islands was much less than
it is now—a consideration which, | am afraid, lesimee quite cold for reasons into which | propose to
go a little later. In this year of grace 1925, jnits of the advancement of science, certainly great
the last hundred years than in any known similaiopeof history, life appears to be less secureemo
strenuous, and, broadly speaking, less satisfadtuag ever.

Of course, a good many explanations are put forwfardthis. There is the population
explanation in various forms, the adherents of thisstly basing their ideas on the doctrines of
Malthus, whose main proposition was that the irgeeaf population tends to out-run the means of
subsistence. This interesting contention seemstlstand every possible assault of fact. The faat t
families are largest in the most needy sectionthefpopulation and decrease, in spite of the most
strenuous propaganda, as the standard of livingised, is one of the facts which seems to rebound
without effect from the adherents of this doctriAe.a friend of mine put it, “If you house peopilel
rats, they will breed like rats the converse isadigjurue.

But a much more important consideration even thanis that this kind of doctrine is powerless
to account for, does not, in fact, touch at allbmphe fact that we are constantly withesses of efct
economic sabotage. When, as the result of the lstiion to agriculture provided by the German
submarine campaign, the Argentine and the Wesiaob@a enormously increased their production of
foodstuffs,a state of affairs rapidly supervened in which mraas burnt under the boilers of
steam engines, and calves were shot and left torrdhe plains of the Argentine, in order
that the surplus of foodstuffs should not reachriakets of the world. The late lamented
war ceased with such suddenness that it was aimpstssible to slow down production for
some months after the date of the Armistice, with tesult (which involved the financial
inflation of the post-war period) that seven yeafterwards we can still buy Government
surplus production at advantageous prices, in gpithe determined efforts of the orthodox
manufacturer and producer to get this materiatluéf market as quickly as possible. During
the latter years of the war, when the rate of detitbn of material and the waste in the use of
it reached a point of which the average individoas no conception, and which certainly
exceeds anything the mind of man had previouslycewed, it is probably true to say that
the standard of living, not only in this but in ey®ther country, reached a higher level than
ever previously, and that, with the vast majorityhe best producers absent from the country
and replaced by persons labelled C3. If you witlkiaat these generalisations, which it is
possible to support by any required amount of exiath, you must have the conviction
forced upon you that the modern production sysieomhampered, is capable of producing
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everything that is required of it, and further,ttiids production involves or can involve the
use of a continuously decreasing amount of humanggnor labour. That is the first vital
point to grasp. The second point is that the besnh of this and every other country in the
industrial and scientific field are working as tigbuthey recognised their objective to be the
replacement of human labour by that of machingkpagh it is quite possible that very few
of them do. To put the matter still more baldlyggh best brains are endeavouring to put the
world out of work, to create what is miscalled aremployment problem, but what should
properly be called a condition of leisure. At th@nt we begin to touch this conflict between
a classical morality and modern scientific effd@blivious to the fact that practically all
advance in the world’s history can be traced tmmadiion of leisure, however that leisure
was obtained, we find a large number of people aebto argue that the object of modern
scientific progress is to increase employment, thatl only the “employed,” in the economic
sense, have a “right” to exist.

If this were only a matter of opinion it would nbé a matter perhaps of very much
importance. But it has to be remembered that oadymtion system and our distribution
system are so interwoven as to constitute a govemtinand the governing factor is not the
producing system but the distributing system.

There are three methods by which goods are diségbim a modern community; wages,
salaries, and dividends, and the essence of thiskdition system is that the distribution of
goods is rigidly connected with the production obds.

There is a considerable outcry against dividendbatpresent time; an outcry which |
am convinced is powerfully fostered from a souregyvfar removed from what is commonly
called Socialism.

A week or two ago a review of one of my books waklighed in a Left Wing Socialist
weekly. If | were not aware of the qualificationktbe reviewer, | should have regarded it
merely as incompetent, but as that word cannotyalppi obliged to use a harsher word; it
was a dishonest review.

In the course of this review two points are madgtlfat it is both right and expedient for
banks to charge interest upon loans, (2) to qumteekact words of the reviewer, “If my
money is wanted for social purposes it is ridicslgiextravagant that the State should have
to bribe me and my heirs with 5 percent per annovier to get hold of it. A Socialist State
would have the right to take my due contributiowaeods productive outlay for the future
without any such bribe. (Probably it would make tieeessary deduction before any income
came into my hands at all.)”

That is to say, it is perfectly proper for bankevko coin money at will, to hold up the
country to ransom, not for 5 percent, but 8 percen® percent, but it is iniquitous that the
individual should be paid 5 percent for lending heney to perform a similar service,
although he has obtained it by working for it.

Now the curious point is that about two years agemi-private publication, circulated
only amongst banking officials, came into my harwstaining a review of one of my books.
The reviewer was the same person just referred tengployed by the Socialist weekly. It
was a much less crude review, but was not lessniagsly designed to mislead. | think the
only reasonable deduction is that there is no ditseof interest between the two publica-
tions. | mention the matter to make the point wHithink requires making, that Finance is at
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least as dangerous an enemy of the upper and upgdte classes as it is of the poor. It

should be realised that it is not the war which esalds pay an income tax of 4s. 6d. in the
pound, a death duty of 20 percent, and a genetaftd0 percent on everything we buy, in

the form of increased prices. The war was paidafmwe fought it. It is the Banking and

Financial system which taxes us.

Finance has got the poor where it wants them, andand does keep them there; they
are comparatively harmless; they are not merelynless, they are useful; their revolt against
the present state of affairs can be made, and éepan excuse for such measures as penal
death duties and steeply graduated taxation, theeadfect of which must be to reduce the
whole population to the necessity of wage and gaarning. Under these conditions, any
expression of opinion likely to be harmful to theaincial system or its administrators can be
dealt with by deprivation of employment and consaqustarvation. If you will think these
matters over, you will see that the theory heldsame quite well-informed quarters, that
Russian Bolshevism and certain aspects of higmé@are closely connected, is not so wild
as it appears at first sight.

But, in any case, it should be remembered thatgiigh94 percent of the purchasing
power which constitutes the distribution systentha$ country, is wages and salaries, and, on
the whole, this percentage of the total tends tweimse, and dividends collectively tend to
decrease, for reasons which are plain enough &etiuo care to study the matter. Now, if
you will consider the fact that the general outpfityoods of all descriptions per unit of
mechanical labour employed, is, at least, propogioo the total energy put into the
productive system, and that this energy has ineckasthe last 100 years by at least 3,000 to
4,000 percent, you will see that one of three thingust happen. Either everyone must
consume thirty or forty times as much as he didbtegfand increase the amount as the
amount of energy put into production increases(2prwe must get rid, by exportation or
otherwise, of an increasing amount of production ¢ompetition with every other
industrialised country) in the remaining marketstied world, which are decreasing in size
owing to continued industrialisation, or (3) we musecognise that the so-called
unemployment problem is something which arisesobtiie advancement of science applied
to industry, and we must modify profoundly our gystof distribution.

| hope | have made the dilemma clear. The scientifganisation of industry and the
introduction of increased quantities of solar egengo the productive system means, and can
only mean, the displacement of human labour froenettonomic process. Even now there is
very little doubt that the present standard oflivican be maintained by the working efforts
of 10 percent of the population if the productiystem were not so largely directed towards
money-making rather than goods-making, and the inselg inefficient business system of
the country were modified so as to cut down whats warmed by Lord Milner “
interception.” On the other hand, penal taxatiging prices, and the building up of invisible
and visible financial reserves, operate to dimingid even extinguish what are called
unearned incomes, thus forcing more persons to etamipr employment which science is
diminishing in quantity. In order to avoid too mudpetition of the matter with which | dealt
a fortnight ago, | should like to summarise cerfaicts in regard to the money system, which
those who are interested will find elaborated ia thport of that lecture, which has since
been published. The first point to recognise is tthatribution takes place, in civilised
countries, solely by the aid of some sort of mongu do not make money by making goods
or by working. It is a fact not disputed, and, iade emphasised, by Mr. McKenna, the
chairman of the Midland Bank, that “The amount aimay in existence varies only with the
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action of the banks in increasing or diminishingakgts. We know how this is effected.
Every bank loan creates a deposit, and every repatyai a bank loan destroys a deposit.”

Secondly, the amount of money available as puroggsower is insufficient to buy the
goods available for sale at the prices at whicly there made. This is also nhow admitted by
various authorities, but even if the system itsldf not automatically attain this end, and the
proposition that the banks have control of the r@wf money be admitted, the banks would
be obliged in their own interests to make it tmu@rder to retain control of the situation. The
present banking system rests irrevocably on a tiondof scarcity in purchasing power. No
expansion of productive capacity can permanenfgcathis state of affairs. Banking credit,
which we have just seen constitutes all but argmgcant fraction of the total purchasing
power of the country, is a commodity like anythelge, and the way to make a commodity
expensive is to keep it scarce.

It is impossible to exaggerate the importance afasld-wide antagonism between a
system in which every interest is directed to mgkilme machinery of consumption
continuously more difficult of access, on the orandh and a scientific and productive
system, which, in spite of handicaps, is continlyouscreasing its capacity for production;
and that is exactly the position of the financidtem in its relation with the consumer and
the producer. All over the world the signs of aafiand deadly conflict, directly traceable to
this fundamental antagonism, can be seen. Theiconfay not break out for a year or two,
or it may break out tomorrow. No one who realides gravity of the riots at the moment
proceeding in Shanghai, in which Americans and Jeg& are both involved, would venture
to say that serious trouble, from that cause al@nejpossible. But, in spite of the unrelieved
gloom of the superficial position, | venture toibee that, even if after some tribulation, we
shall break free from the domination of Finance.
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VIII
GOVERNMENT BY MONEY, AND ITS EFFECTS
An Address given at the Central Hall, Westminsterpn May 21st, 1925.

ANY speaker on the subject to which | am anxious t@a@ttyour attention tonight finds
himself confronted with at least two major diffitek. The first, and perhaps the more
important, resides in the fact that the implicasiarf it ramify into practically all human
activities. As a result it is possible to appro#uoh subject from an unusually large number of
angles, and some restraint is necessary to prewesffect of confusion, while presenting a
sufficiently comprehensive picture. The secondidlifty arises from the fact that the subject
is highly technical, but yet is not recognised ashs A speaker on a technical subject, if
speaking to a technical audience, has a commonndraf agreed knowledge. Or,
alternatively, in speaking to a general audierecgenerally conceded the advantage of expert
knowledge. But, curiously enough, neither of thegeations is generally found to be the
case in regard to a discussion of the money sysiéwre is practically no agreed body of
expert opinion; and the average businessman, edgagenaking” or perhaps losing money
is, perhaps naturally, apt to regard himself asdeiquipped to discuss the matter at length
with anyone. The result of this, however, too frexfly, is the creation of mental confusion
and verbal argument, arising from the clash of tapable logicians arguing from different
premises; and, therefore, naturally unable to cémnany agreement or understanding. In
order to avoid, so far as is possible, this pasitanight | propose to ask you to memorise, or,
better still, to write down, certain definitions.

These definitions are not necessarily orthodox, yod are, of course, at liberty to
guestion them at your leisure. But they are théendefns and conceptions from which | am
arguing in speaking to you. The first definitiormibich | would draw your attention is that of
Wealth, and is, “The rate at which a nation or afttyer corporate body or individual can
deliver goods and services esteemed conducive to welgBeiwould ask you particularly
to notice that the worddeliver’ is used in this definition, and not the word “prodyf and
also to notice the inclusion of the word “rate.”eT$econd definition is that, “The objective of
an industrial system is to deliver goods and ses/to the whole of the individuals included
in the Nation, or other corporate body, to whick #ystem is attached, with the minimum
amount of trouble to those individuals.” A deduntirom this definition is that on its
economic side, a nation or other corporate bodgtexo further the interests of individuals;
or, to put it in a more technical form, there isimerement of association derived from the co-
operation of individuals, which should be distrigdiamongst the individuals, if the object of
their co-operation is to be achieved successfully.

The third conception which | wish to impress upauyis that of the artificiality of
money. The best definition of money with which | @woquainted, which is an orthodox
definition, is that of Professor Walker in his bddloney, Trade, and Industryhich reads
that money may be defined as “any medium whichréashed such a degree of acceptability
that no matter what it is made of, and no mattey ybople want it, no one will refuse it in
exchange for his product.” | have no doubt that wolliaccept this definition, and you will
see that it eliminates any specific physical charéstic from the nature of money. It may be
gold, silver, copper, cowrie shells, leather diguasper, cattle, or slaves; and every one of
these has in turn been used for money. The onadiesistic that they had in common was a
psychological characteristic, that of belief, faibin credit, and if you will bear this conception
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clearly in your minds you will recognise the abstyraf such statements as are frequently
heard to the effect that there is no money in thentry, or that certain desirable works

cannot be carried out because there is no mondéywtitch to do them. Such statements, of
course, receive credence because they are norinadlyn respect of the individual, who has
a very limited power to impose his own personatigated money upon the community, but
they are not true of nations (as was amply dematestrbetween August 4th and August 7th,
1914, when an absolutely novel currency systemimpssed upon Great Britain without the

slightest shock), and we shall see almost at dmeg @re not true of large corporations, and
particularly are not true of financial institutions

| suppose that we are all familiar with such phsaas “The Power of Money,” and
others to the same effect, but the Government bydyilao which | wish to draw your
attention tonight is something much more concrlk#a tthat. Our thoughts of governments
usually range over such subjects as Houses ofaReetits, laws, and at the other end of the
scale, policemen. But you will at once agree, hihithat this sort of government is largely
negative, and is almost entirely concerned withniglyou what you must not do. Even in
these law-ridden days, after the long-sufferingeit has taken out about eighteen licences of
various sorts to permit him to move about, to &}, to listen-in, and so forth, he does not
come very much in contact with the law. But frore thoment that he arises in the morning
to the moment that he goes to bed at night, oremaomprehensively, from the moment that
he draws breath to the moment of his death, amd, dfts activities are governed and limited
by the money system. His clothes, his food, hisskphis education, either in the more literal
sense or in the broader sense of ability to travel see the world, his avocation in life, and
the rapidity with which he progresses in it, aregédy matters of money, and very often
nothing but money. Further than that, a lack of eynf sufficiently pronounced, is pretty
certain to bring him up against either the legatem, or starvation and death, and it is in no
sense an exaggeration to say that in all civilisaahtries (so called), and the more civilised
the more true is the statement, the individualdigatirely by grace of the money system.

Any system or institution which is so all-pervasiwe its effects, is a government,
whether conscious or unconscious, and one wouldjimeait to be a matter of the first
consequence to understand the principles upon whishbased. So far from this being the
case, however, a very large number of people regaslialmost a matter for pride that they
know nothing about finance, and if my own expereegan be taken as a guide, any exact
knowledge of the general system is confined to mber of persons in every country who
might be numbered on the fingers of both handsack lbf knowledge only paralleled,
unfortunately, by the confidence with which thestixig system is regarded by those who do
not understand it. It is, in fact, one of the mastonishing experiences which comes to
anyone who seriously interests himself in thesetargtto find the perversity with which
intelligent people will put forward any explanatjaan earth or off the earth, from sun spots
to the viciousness of human nature, for the ecooomsfortunes which attack nations and
individuals, rather than question or allow to beesfioned the practical perfection of the
money system.

Clearly, if money is of such importance, the fipstint to which to direct an inquiry in
regard to it must concern its point of origin, aheé one step towards this end to recognise
the fact thayou do not make money by making goods or by warkioghe years ago | made
this statement at a luncheon of quite important ufecturers in the North, and only their
politeness to a guest obviously restrained themn fconsiderable hilarity. | then asked them
to imagine themselves doing business with eachr othund the table at which we sat, and to
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explain to me how it was possible that at the ehd given period of such business there
could be more money round the table than therewyeen they started. Naturally, nobody
could tell me. Similarly, you do not make moneydgyriculture. If | grow a ton of potatoes
and sell them for money, | merely get the money seaebody had before in return for my
potatoes, and the coming into existence or thepgesarance by consumption of those
potatoes does not itself make the slightest diffeeeto the amount of money in existence; it
merely affects its distribution. If anyone wishesargue that it cheapens potatoes, | would
merely point out that such cheapening makes evienyeay or holder of potatoes poorer, and
discourages the growth of potatoes.

That is the first step. The second step to re@digkat only to a very limited extent does
money proceed from the State. Roughly speakingetlsein Great Britain something over
350 millions sterling of legal tender—paper, gadyer, and copper—and the Bank clear-
ance for 1924 of the Joint Stock Banks amounteabtmut 39,000 millions sterling in round
figures, or more than 100 times as much. So thahawe ascertained) that purchasing
power or money does not proceed from the individualorporations which produce or grow
goods, andk) it does not proceed from the State to any conaiide extent. (I do not dwell
on gold because the amount produced is trivial ammarison with other sources of
purchasing power.) The matter is so important thettall ask you to bear with me while |
explain exactly from where it does proceed, buill preface this explanation by a dogmatic
statement from a recognised authority, Mr. McKerirtee Chairman of the Midland Bank, at
its annual meeting in 1924, made the following estagnt: “The amount of money in
existence varies only with the action of the bamkscreasing or diminishing deposits. We
know how this is effected. Every bank loan and gusnk purchase of securities creates a
deposit, and every repayment of a bank loan and/dank sale destroys one.”

Imagine a self-contained community, say, upon Emd; of ten men, each of whom has
£10, we will say, in Treasury Notes. The communayries on all the operations of a modern
business community, and settles its debts by hgnower Treasury Notes. After a time an
eleventh man lands upon the island and makes tpgestion that he should safeguard the
money of the community by keeping it in a burglaogd safe with pigeon-holes for each of
the depositors. This is thought to be a good ided, for a time the original members of the
community settle their debts to each other by gointhe eleventh man, whom we may call
the banker, drawing out Treasury notes every mgraimd handing them over to each other.
It naturally dawns on the business community vegnsthat this is a cumbersome and time-
wasting performance, and an efficient substituteitfeis found by writing little notes to the
banker instructing him to readjust the contentshef pigeon-holes to correspond with the
business transactions of the previous day. In g sieort time the banker finds that very few
of his Treasury notes have left his possession,that his business has become a book-
keeping one, of which the original documents aee tilader's note or cheque. When this
condition has become established, Trader No. Mkfthat he could accept a larger order for
goods, to be paid for on delivery, if he could $é&® way to pay for labour and material
between the time that the order is accepted antrtigethat the goods are delivered and paid
for. He has no exact knowledge of the amount ofegamm the island, but he knows that it is
practically all with the bank, so he goes to thelkes and suggests that the banker should
lend him £10, in addition to the £10 that he hasdeif. The banker agrees, on terms which
are immaterial to the argument, and Trader No. sl@nhia position to draw £20, where
previously he could only draw £10. The crucial pamrecognise is that the banker does not
inform the other nine depositors with him, that ogvio the fact that No. 10 has drawn £20,
they must draw less in consequence. In other wanddijabilities to the other nine remain as
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before, but his liability to No. 10 is increased £Y0, therefore, the banker’s liability to the
community instead of being £10Which was the total amount that they deposited,1iE0;
and £10 of absolutely new and effective money e lrreated by this process, and can be
drawn, so long as it is not all drawn in Notes. Bumust be remembered that this £10 of new
money, which is an effective demand for goods adices, and has beaneatedby the
banker, has only been loaned, and therefore it beagaid that the banker has created an
effective demand of £10 on the goods of the comtyudust as effective as if he had forged
or printed £10 in Treasury Notes. The repaymenttager No. 10 of the £10 has the curious
effect of cancelling both the debt registered im blooks of the banker (and which the banker
treats as an asset), and the £10 with which iepsid, and the net result of the transaction
(assuming the £10 to have been used for produptiveoses) is to leave £10 of price values
in existence in excess of the possible effectivaaled of the community. There is only one
possible way in which the community can buy thesedg, and that is by the creation of a
fresh credit, or the printing of more money.

Now it must be obvious that this process giveséhiascontrol of it absolute control of
the economic situation, and what is perhaps of gveater importance, this control is funda-
mentally dependent on a scarcity of money, and exmunently of purchasing power. Indi-
viduals must use economic products, and they cnaiitain those economic products by
the means of money. If they are short of moneynseon which they obtain money can be
imposed upon them; if they are not short of mortese terms cannot be imposdéahd it
therefore follows that the existence of a moo@ytrol necessitates a condition of economic
scarcity, quite irrespective of the advances oémsitiic progress or productive capaciignd
restricts economic production within the limits ioged by restricted money demand. For the
moment | would merely emphasise that you cannotarévwor punish individuals by the
granting or withholding of something of which thalyeady have a sufficient supply, and that
the excessive production of what are called cagitalds, i.e. goods which are not used by
individuals for personal consumption (which is a rkeal feature of present-day
industrialism) is caused by the desire to keepthmulation at work without allowing them to
obtain such control of their economic existencevasld free them from the dominance of
money.

The scarcity of money and the consequent restniaifceffective demand is unquestion-
ably the most important, and in fact, the vital mioon which the future of the present
financial system turns, and such questions asoftthie Gold Standard, for instance, are only
important to the extent that they buttress thitricted effective demand. | have endeavoured
to show you, so far as the limit of time imposedmume allows, that a scarcity of money as
distinct from a physical scarcity of goods, eithetual or potential, is an essential feature of
the hidden Government by Money. But it is also seaey to understand exactly how this
disparity between the amount of goods availablethecamount of money with which to buy
them is produced. The general principle may beyfairiefly stated. Let us imagine a
shipbuilder receiving an order for a ship to co$t0p0,000, and let us suppose, as would
most probably be the case, that on the basis sfaider the shipbuilder borrows £500,000
from his banker. | would emphasise that this bomgvirom the banker as compared with the
provision of the sum out of the resources of thpkahlding undertaking, does not materially
alter the general principle, but it makes the exgleon somewhat easier. We will suppose
that £100,000 is paid away in wages during thedmugl of the ship, and that the remainder
represents payment for material and for variousrggsa which are known in technical
language as overhead charges. Eventually the shgpmpleted and is handed over to the
purchaser, who we will imagine to be the publia, £4,000,000 in the form of a cheque.
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£500,000 of this money is handed over to the banmkeepayment of the loan which was

created, and which was new money. The banker aphlee £500,000 to cancel the loan, i.e.
both the £500,000 and the debt against the shgdrudisappear simultaneously as if they
had never existed. You will see quite clearly,ihki that a ship priced at £1,000,000 exists,
but the equivalent purchasing power in respechs $hip has not merely changed hands,
half a million of it has absolutely disappearedwili be found, upon examination, that even

this remarkable result is not a full statementhef position, but the general principle involved
is made clear by it.

The technique by which this general principle opean daily life is naturally much
more complicated. One outstanding example ofii ihe redemption of the National Debt. |
find from reference to the monthly Review issuedBarclays Bank for the current month
(May) that during the past five years nearly £780,000 (collected by taxation) has been
applied to the reduction of the National Debt. Bvpenny of this represents a deficiency
between the collective prices of articles availdblesale and the available purchasing power
for those articles, although it is quite true thadny of the articles, in respect of which the
debt was created, no longer exist. Exactly the semnement is applicable to the enormous
sum placed to reserve, depreciation, etc., by gt all large industrial companies. These
sums are earned, as the phrase goes, by the $aeeds to the public, and, consequently,
must appear in the price of those goods. If thesevwmt applied to reserves and so forth in
accordance with what is called “sound finance,ythwuld be distributed in dividends, and
would be available as purchasing power. They atesadistributed, and therefore are not
available as purchasing power, and do, in facimaliely go to the redemption of loans, in
one form or another, which loans have inevitablpesgred in the price of the articles
produced. | would particularly ask you to noticeattithe difficulty is an arithmetical
difficulty. If you are going to ask the consumerpay for depreciation, etc., you must give
him the money with which to pay, which you do notat present.

From this disparity between purchasing power amaddgaavailable arises almost every
material economic ill from which the world suffersday, including in that category the
imminent risk of devastating wars. The so-calledraployment problem is not a problem at
all, but a direct result of scientific methods apglto industry; becoming an economic and
political menace of the first order because unegmknt carries with it a failure in economic
distribution. The multiplication of the category @iminal offences, from cocaine-running to
“long-firm” frauds, can be directly and solely teatto a deficiency of purchasing power and
the vital necessity to expand it, honestly if pbksibut to expand it anyway. One of the
gravest features of the situation is that the tyjpmind which is inherently unfitted to appre-
ciate and function successfully under the enviramnvehich would be created by modern
science if it were unhampered by finance, is, urtier present financial system, put in
possession of executive authority, and in consegpi@ma position to block any attempt to
modify the situation. There is nowadays no suchghas an independent “statesman.” No
politician can hope to attain high office exceptg®rmission of Finance; and the corruption
and jobbery in high places, although only a symptoima defective system, are almost
becoming a disease fatal in itself. | cannot clainbe an authority on Biblical lore, but |
remember that prophecy deals with the doing awai Whe abomination which maketh
desolate.” I have very little doubt that that isreef description of modern finance.

You will, no doubt, wish to inquire what proposaln be made to remedy this state of
affairs. Let me say at once that, at any rate, tbglfi the nationalisation of banks is no
remedy. It is, in fact, very questionable whethes hationalisation of anything is a remedy.
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Nationalisation is an administrative change, anthast cases is an administrative change for
the worse, because, at any rate, in the forms ichmve know it at present, it involves a
highly centralised form of administration, and sepes authority very largely from the facts
of the situation with which authority ought propetb deal. But whatever views one may
have about systems of administration, the essqudial to recognise in regard to finance is
the question of théeneficial ownershipf public credit, whether public credit be adminis
tered under a decentralised or private system wiirddtration or by a public authority. To
put this matter in a more concrete form, the goestt issue, fundamentally, is whether,
when a banker creates and issues a loan he sheulgphid (which assumes that the loan
belongs to him), or whether he should not be refatiich assumes that credit is a public
asset). That is the simple and fundamental issutisfcontroversy, and upon the answer
which is given to it, in my opinion, the presentiltsation stands or falls. But although the
fundamental issue can be thus simply stated, thetipal methods of carrying out changes
based upon it are not so simple and obvious. A tdibem may be obtained by considering
the analysis to which | have devoted some of youe ttonight. The fundamental defect, as
we have seen, in the present financial systemaisitiproduces a disparity between available
purchasing power and collective prices for goods dale, and the disparity may be
eventually traced to the existence in prices of swwinmoney which were created by bank
loans and which have subsequently been cancelldgobuti being cancelled in the prices of
the goods. The remedy which is obviously suggebted consideration of this situation
involves the cancellation of these creditd’imces. One perfectly practical method by which
this can be done is as follows:

Suppose that the large departmental stores, sublesasrs. Harrods, Messrs. Barker’s,
etc., were to agree, as they probably would, ttricesheir net profit on turnover (not, be it
noted, on capital) to 10 percent. Imagine themstue with each sale to an individual
consumer, an ordinary statement of sale, commaalgd a bill, and imagine arrangements
to be made with the banks that these bills, whemet over by the individual consumer to
the bank, should be credited at 25 percent of taee value to the individual consumer’s
account to which they refer. Such an arrangemeniddvamount in effect to a reduction of
price to the consumer of 25 percent, without ampction in profit to either the producer or
the retailer, and as the result of such an arraegémould be to increase effective demand,
the turnover of both the retailer and the manufactwould increase accordingly, and
consequently their profit would increase. So that will see that neither the retailer, the
manufacturer, nor the consumer would, under sucareangement, have any complaint to
make. You will, of course, inquire where the banill weceive the necessary funds with
which to credit the individual consumer with 25 gt of his purchases. The answer to this
is, that at stated intervals, of say one or threaths, the banks would present an account of
such credits to the Treasury, which would in tuay po the banks a Treasury Draft equalling
the amount, so that the banks would then be coverée transaction.

The justification for the issue of the Treasury fDra found in the increased real credit
of the community, which accrues from the increasade which is assured by the lowering
of prices. | have, of course, used the figure ofp2Ecent for purposes of illustration, but |
may say that in 1919 | conducted a somewhat elsbangestigation into this matter, and |
arrived at the conclusion that the true discounth® consumer was very much nearer 90
percent than 25 percent, to obtain the result whieve just been outlining. It was agreed, at
that time, that the result was too startling tddidoose on a somewhat sceptical public. As a
result of the immense trade depression, the enanmmumber of bankruptcies, and the
general depreciation in the real credit of thisrdoy which has taken place between the year
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1919 and the present, as a result of the finapalaty imposed on this country by bankers, it
is quite possible that the true discount to thesoomer would now be fairly represented by
about 35 percent to 45 percent. | have no doubtevka that, should some arrangement of
this nature be put into operation, the real creflithe country would rise so rapidly that it

would be possible to reduce the price to consumieasticles to a very small fraction of that

existing at present, while at the same time enimgritie prosperity of all producers.
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IX
THE INESCAPABLE CONFLICT
I

IN a recent issue ofhe New Agethe editor brought to the attention of his readers
perhaps semi-seriously, the predictions of “Old k3dn regard to the coming year. The
predictions are based on astrological considerstion

It will be fresh in the memory that thdorning Post,during the early part of the year,
published, presumably at advertisement rates, gthgnseries of articles on the Great
Pyramid predicting, at more or less similar perjaistate of crisis similar to that to which
the astrologically minded might also point.

My knowledge of these matters is not either quatiiely or qualitatively sufficient to
express an opinion upon them. | should certainly aszept their predictions as a basis of
action without further knowledge. At the same tirhdp not think that our knowledge of the
real nature of the universe in which we live is thimg like sufficient to justify ridicule in
regard to any theory which has not been very fulgstigated. In any case the predictions in
guestion could hardly be further from the truthrthiaose of our statesmen and bankers.

Having said this, | must confess, however, thanlimpressed, as no doubt many other
people have been impressed, by the fact that quudwently unorthodox prophecies seem to
point to the occurrence of a world crisis at verychm the same time as that which some
ordinary statistical and political knowledge wolddggest. For instance, Sir George Paish
some time ago prophesied a financial crisis in gpgng of 1929. | have myself always
suggested that the financial system would encoutiticulties about the end of the decade.
The complications which seem likely to attend thexi#on of a new President in the United
States of America, and the almost synchronousiefteof a new government in this country,
the resurrection of problems arising out of thealtyeof Versailles and the Dawes scheme,
together with the well-nigh unbelievable politicsituation in Italy and Russia, all point
towards a world situation not less problematic thiaat which is obvious in the internal
policy of nearly every country, not excluding Gr&aitain.

It will probably be agreed that some idea of thmedi of demarcation in this situation
would be helpful to those who take it as serioasyl, at any rate, think it should be taken. In
the first place it is obvious enough that mere arati labels will not help us much. The
problems which confront the world are not primagBographical. So far as any one
adjective will describe them, they are fundamentalliltural. That is to say, they relate to
objectives, to ideals of life and its uses, and dbeditions under which individuals will co-
operate to reach these objectives.

To make this clear let us examine the reaction wiecbecoming evident to the first of
the propositions whicfihe New Agéas put forward—that finance is the mechanism kvhic
controls policy in the modern world. After ten ygaf derision, denial, boycott, and mis-
representation, this proposition has now beenyfgénerally accepted, even by the Labour
Party. In their recently issued supplement on gdiiés Party proposes : (1) The control of
the Bank of England by a public corporation contajnrepresentatives of such essential
factors in the community as the Treasury, Board'iaide, Industry, Labour, and the Co-
operative Movement (!). (2) The extension of erigtbanking facilities to people with small
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means by the spread of municipal and co-operatarkd throughout the country. (3) Such
changes in the banking and financial system assedlure that the available supply of credit
and of savingsshall be used for enterprises of national advantag distinct from those that

are useless or socially injurious, and an inquimo ithe best method of achieving this
purpose. (4) The carrying out of the Genoa Confaxgaroposals of 1922 for the regulation
of the value of gold by international agreementcdmments: “An extension of banking

facilities for the workers would facilitate sma#l\sngs.”

All of these objects, it might perhaps be remarkad, not worth five minutes’ effort on
the part of anybody, even if, as is not the cdsey tvould result from the steps proposed. The
interesting point to me, at any rate, is that taegume a culture of a repellently Puritanical
nature, without admitting that this culture is tself suspect.

It is not my object to examine at any length thpptement in question, but it will repay
study as indicating the point | wish to make, whiglthe determination exhibited, not less by
the Labour Party than any other, to use any andyeweans to subordinate the individual to
the group. A far-seeing writer, a long time agad shat “the eyes of a fool are upon the ends
of the earth.” It is this species of folly whichiamrates men who, while unable to solve the
problem of giving the individual worker a decentst@nce, are only willing to try their hand
with the financial problem if it is considered aswarld problem and not as a domestic
problem, just as, while unable to resolve the d#ifees in any one industry such as the coal
industry, save by recommending their continuousrgeiment, problems of the magnitude of
world-wide peace, disarmament, and foreign relatibmave not appeared to present any
difficulties to them.

Now, | do not believe for one moment that the majarf the individuals who belong to
the Labour Party, or any other Party, are congemiats, as the utterances of their leaders
might lead one to conclude. But neither do | baidévat it is an accident that the accredited
spokesmen of the Labour Party utter this peculiaifous nonsense. They are, in my
opinion, assisted to attain and to retain theidégship because of their ability to foster and
manipulate a characteristic which is essential e tlominance of the group over the
individual. The characteristic which | have in misdhat which | have on various occasions
called abstractionism. The theologians call it adigf.

| should define idolatry as the practice of takisgme object or virtue, and without
understanding or even trying to understand its tratre, investing it with attributes which
do not belong to it. It is, | think, a charactadsbf immature intelligence and at first sight
would not appear to be a serious matter. But ihigct, the very devil.

To explain what | mean, let us return for a momtnthe recommendations of the
Labour Party’s Supplement. Consider as an exantperémark that “the extension of
banking facilities for workers would facilitate shsavings.” We have here a typical instance
of idolatry. Saving is put forward as a virtue teelf, and we can only conclude that those
responsible are either without any understandintheftrue nature of money saving, or are
influenced by that attribute of idolatry which makéeso dangerous that it delivers its victims
bound hand and foot to any unscrupulous interegttwdees through the delusion.

The line of demarcation for which we are in seasohsists then, in my opinion, not so
much in the particular abstraction or idol to whecimation or party is committed, but rather
between the idea that it is possible to say thelh $hings as thrift, work, discipline, sobriety,
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and, in short, the complete pantheon of the austettges, can be said to have an absolute
existence, and are, as a consequence, suscefftibipasition on large masses of individuals
to their benefit, or whether, on the other handg¢chsabstractions require individual
incarnation, and are insusceptible either of gérdfnition or mass application.

This division may seem to take us a long way frone timmediate issues of
contemporary politics; but | believe it can be agblwith some measure of success to the
estimation of the forces aligned for the cominggtyle.

Before applying the test of idolatry, or abstracison, for the purpose of obtaining an
idea of possible national groupings, it is deskalol consider the relationship of ballot-box
Democracy to it.

It is evident upon cursory consideration that i& tmechanism of democracy, as at
present understood, is accepted as a method by \pbimples are to be governed, it is certain
that they must be governed by abstractions. Inrdadget, let us say, fifty million persons to
vote upon any subject, that subject must be a gasheralisation. Further than that, it must be
a generalisation susceptible of about fifty milliorerpretations, to make it accord with the
private views of each of the fifty million voter$his is exactly what happens in a modern
democracy. An election is held upon some abstnacibich may be labelled “Chinese
Slavery” or “Safe-guarding,” or practically any ethsubject which the average elector may
be safely trusted not to understand. So long astes, it is probably not of much importance
what he votes for. It is, however, vital that hewd vote in order to keep up the illusion that
he is controlling his own destiny.

Having voted and duly elected a body of represeasit pledged to the furthering of
some wide generality, the way is left clear for mtatorship, either of finance or
administration, to interpret the generalisatioteirms satisfactory to itself.

Now, it must be observed that this subservienceatibt-box Democracy to some kind
of a dictatorship is inherent, and it is indissdyultonnected with the idea that the
relationships of different individuals to the sasitiation are similar. It is consequently a
system of government depending for any workabilitynay possess upon an electorate
possessing a low degree of individualisation. Ibét applied to the animal world one can
imagine a successful election on the subject ohtbst satisfactory dog biscuit. An election
amongst Frenchmen upon the question of, let usaapmelette or a beefsteak as the only
article of diet, would, however, probably show sig dissolving in disorder.

Applying this conception to the political and imtational situation, it is easily seen that
certain factors start out into relief. There is; flostance, probably no country in the world
where the politics of the ballot-box are taken sonauisly as in the United States, a country
containing, together with many highly developedividuals, a considerable majority of the
type immortalised by Sinclair Lewis Babbitt. Similarly, the Socialist Party in this country
and elsewhere naturally assumes the fundamentadseas of decisions arrived at by the
counting of hands, because, as | understand itStiwalist Party does not recognise any
important difference between any one individual andther. The United States, as a world
force, and Collective Socialism, as a world movemendely different and superficially
antagonistic as they may appear to be, have ygtithcommon with each other, and with
dictatorships of the Russian and Italian type, #th arrogates to itself the position of a
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“moral” leader, and is fundamentally sympathetictite idea of an abstract morality. For
instance, Mr. Snowden, the Socialist Chancellothef Exchequer, in thBankerfor May,
1927, remarks of the Bank of England (an institugp@rhaps responsible for more economic
misery than any which has ever existed) that‘ip&haps the greatest moral authority in the
world.”

It may be suggested that it is as arguable thatdlaion of one individual to a given
situation is similar to that of any other, as is ttonverse. But apart from any theory on the
matter, | think we are in possession of importasd@nce to prove that the trend of evolution
is towards Individuality, and that Individuality mk@nds its own unique relationship to
circumstances. There probably never was a timehathasuch conscious effort was being
made to endeavour to make people think alike. Wee laasyndicated Press, selecting and
adapting the news of the world to suit a unifiedigyo As a result there never was a time
since the invention of printing when people paisklattention to the opinion of newspapers.
On the whole, so far from the modern newspaper esging its views upon its readers, its
influence varies almost directly in proportion te absence of evident bias, which is another
way of saying that it varies as it represents tphimion of some individual, rather than the
machine-made policy of some large interest. Sittyildhere never was a time in which the
mechanism of Education was so centrally controfledat present, and there probably never
was a time in which the revolt against orthodoxfarm, or machine-made teaching was so
active and widespread.

It is impossible to consider these matters with @eyiousness, however, without
realising that there is a force, which may be cmmsc or unconscious, which definitely
resists the evolution of the individual. Rangedhwihis force at present are all those
influences which may be described by collectivemtersuch as “Industry,” “Labour,”
“Capital,” terms, in short, designating functiorfglee body politic. At the risk of straining an
analogy, | think it is helpful in obtaining a jugiew of this situation to consider that, in the
case of the human body, one function after ano#feer having engaged the sole attention of
the individual, has been relegated from the majeattof existence to that of an automatic
function. Speaking under correction, | believesitai biological fact that such a function as
breathing, now practically automatic, was at ongetialmost the sole concern of prehistoric
man.

If we imagine the function of breathing to resisistrelegation from the centre of the
human stage to that of a function, | think we g@ist idea of the attitude to be adopted to
these groups, which represent the functions obtdy politic. It is a mistake to imagine that
perhaps any one of them is fundamentally undegraliiey merely have to be put in their
place as servants of the individual, in the abseh@ghom their existence is meaningless.

Nevertheless, this resistance to the emergenckeointlividual from the group is real
and strenuous, and the conflict is daily widenimgxtent. Returning again to what is one of
the main battle-grounds of this conflict—the Unit&tlates of America—it is becoming
evident that “Big Business,” Finance, and the “Maehy of Government” are enlisting
forces which a few years ago would have been regas$ extinct in the Middle Ages.
“Fundamentalisms” of a crude form, which would havevoked a smile in the theologian of
the fifteenth century; “Moral” laws, which would V& been resented in the time of the
Tudors, and an organised system of Commercial Bag® and Blackmail reminiscent of the
worst days of the Inquisition or the Star Chambexist today side by side with an
exaggerated individualism, far removed from genumviduality. On the other hand, there
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iSs a not inconsiderable minority, possessing graad increasing influence, which is
thoroughly alive to the issue. But it does nohihk, control United States foreign policy.

It is necessary to remind ourselves of the natéitbeocircumstances which provide the
raw material of conflict.

The world, at the present time, operates undenantial system which is in essence a
bookkeeping system controlling the necessariesenfThis bookkeeping system produces an
illusory necessity for an excess of exports ovardrts in the case of every industrial nation,
the penalty of failure to increase this balanceexjborts over imports being an increasing
unemployment problem.

This situation is mathematical in origin, and, aweére, merely provides a combustible
background for an international conflagration within itself selecting the nations involved.
Proceeding from this situation, however, it is igrused that an aggressive psychology is an
asset tending towards, at any rate, temporary sadneghis struggle for commercial suprem-
acy, which is the polite term applied to the cantflit follows fairly naturally, therefore, that
a successful period of commercial expansion hasagtendency to be accompanied by an
aggressive attitude in Foreign Policy. It is prdeaiat the causes of temporary commercial
supremacy are for the most part adventitious. leven more probable that commercial
supremacy during the past 200 years has been sieey being fostered, and has in fact
been fostered, according as the situation seemenhetet the interests of international
financial organisations, such as the Rothschilt=nS, Schiffs, and others.

In spite of this, the incurable vanity of humanumat acting in conjunction with the cult
of rewards and punishments, has assumed that suechss was due to special virtue on the
part of the successful, with results which weraniavisible in the attitude and manner of
the pre-war Prussian, and are becoming noticeabléhe national attitude of the United
States. They were, perhaps, not absent from tHeadubf Great Britain prior to the South
African War, and were noted and embodied in Mr. Yaud Kipling’s Recessionalvritten in
1897.

It is well understood nowadays that the actions$ ledtindividuals and of nations tend to
bear an inverse ratio to the high-sounding moralittheir protestations. We all instinctively
feel for the safety of our small change when in ¢benpanionship of someone who loudly
protests his honesty, and it was not accidentaltieasmug complacency of the Exeter Hall
period in Victorian affairs coincided with some tfe most questionable passages of
nineteenth-century British policy.

It appears to be a concomitant of this peculiatlestd mind that the sufferer is blind to
the real nature of the actions which accompargniti it is in character for the United States,
which is going through this phase, to insist, as shinsisting, on being the sole financial
beneficiary of the European War, while protestitgotigh her chief spokesman, Mr.
Coolidge, that the United States received nothiag dpiritual benefit from the victorious
peace.

To impugn the sincerity of an utterance of thisrelkter is irrelevant to the situation.
What is needed is appreciation of the fact thaloedevelopments of what may be called a
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pathological condition are to be expected justuaslg as spots on a sufferer from measles,
unless the disease is checked by the removal girédisposing environment.

In the case of Great Britain, the result was thetlséfrican War, from which it is pos-
sible that we learnt a lesson which assisted imgays from a final and irreparable collapse.

However this may be, the world appears to be faaddthe following situation. There
exists, in the United States of America, an orgatioa commercially successful to an extent
which has not previously been attained. It appé&ara recent pronouncements in regard to
debts and other matters, to be controlled by imites exhibiting those characteristics of an
abstractionist nature, which seem to accompanypa@ mése to affluence. This psychology,
controlling immense resources alike of men, materand finance, is superimposed upon the
mathematical situation to which reference hashesin made.

It seems to me that only self-deception can bliadauthe fact that given these circum-
stances there can be only two alternatives. Ottesisubjection of the rest of the world to the
United States, a subjugation which must be not oatymercial, political, and financial, but
cultural. The alternative is conflict between theitdd States (no doubt allied with those
forces sympathetic to her policy) and the remairmde¢he world which is unwilling to accept
her suzerainty.

Conspicuous among those whose psychology is ahépatis, | think, the Frenchman:
and, in my opinion, Sir Austen Chamberlain, in rekimeg at Toronto in a recent speech that
France and Great Britain held the key of the irdgomal situation, enunciated an important
truth.

The French temperament is probably the most catdiical and realistic of any well-
defined type, and the abstractions on which, fetance, the United States claim monetary
repayment for munitions used by France while fightin the absence of American troops,
while such a claim ceased when the same munitioriee hands of American troops were
applied to the same end, produce upon the Frencid rai strong feeling of irritated
impatience. With France, both from sentimental aewdnomic motives, | think we can
associate Spain, and Latin America, with the pdssiceptions of Brazil and Peru. In the
East the sympathies of Japan are well known.

On the other hand, Italy, and possibly Russia, uitdg@resent control, and under certain
circumstances Germany, would appear to range theesseaturally upon the other side.

This roughly might be expected to be the alignmergny conflagration which may be
precipitated during the existence of the presetegif affairs in the principal countries of the
Eastern and Western hemispheres. It is, howevédre temembered that the real divisions in
the world at the present time, while still to someent vertical and national, are also
horizontal and international. There is, moreovitlel doubt that ultimately this horizontal
division (which, it should be plainly understoos,not what is commonly called a class war,
but a cultural war in which the contending forceseither side will be recruited from every
class) will become preponderatingly important.
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X
THE CONFUSION BETWEEN MONEY AND WEALTH, AND ITS RES ULTS
An Address delivered in Tokyo, Japan, on Novemberth, 1929.

IN the sacred book of the Christian religion occurwueds, “The love of money is the
root of all evil.” These words, like those of theceed books of other religions, have been
twisted out of their proper meaning, but, propentgerstood, | think they are a key to one of
the greatest problems which confront humanity.

| would particularly ask you to note that it is rsatid that the “ love of wealth or the love
of goods is the root of all evil,” but because bé tfact that money and goods under our
present financial arrangements are interchangeakdeyious idea of a pseudo-moral nature
has arisen and has, | think, been fostered, thdewthis in the highest degree virtuous to
work hard at industrial or economic tasks, it issleommendable if not actively vicious to
betray any interest in the outcome of our labours.

Some time ago there was published in England a bottka title, The Sickness of an
Acquisitive Societylt was written by a distinguished sociologist, ahd meant anything at
all it meant that people ought not to expect oirdes get what they work for. The same idea
is involved in the Socialist and Communist attagiom the idea of profit, as being the root
evil of our existing society.

It seems to me that it ought to be evident to aeyominordinary common sense that the
root motive of human nature and the mainspringuwhan advancement is profit. We never
do anything sensible, unless it will be of advaetég us in some sense, and to say that the
principle which is patently advantageous on alleotplanes of activity is vicious on the
economic plane seems to me to require very cleaodstration before it is accepted.

Yet the fact that this idea has received much géremrceptance ought to suggest to us
that there is some warrant for it, and | think tharrant can be found in the belief that we
can only pursue our own economic advantage atdpense of our neighbour.

Economic advantage to the ordinary man means mategntage, and he has the idea, if
he thinks about the matter at all, that there iy arst so much money in the world, and if
one man has more then the others must have lesscdrhplete Socialist and Communist
philosophy is founded on the fallacy, for it isadldcy, that the poor are poor because the rich
are rich.

| will state the true case at once, and then attammive you a slight non-technical
explanation of it.

The poor are poor not because the rich are richbécause there is not enougloney
or, more correctly, purchasing power, to make therpich, or even comfortably well off,
even if the whole of the money possessed by the wiere taken from them and equally
divided amongst the poor. The result of attemptm@nforce the latter policy, and such an
attempt is being made in many countries today unbderstress of public pressure and
democratic politics, is merely to accentuate tHgodity and still further to increase the grip
of the financiers since the distribution of purahgspower, largely through the agency of
wages, depends to a considerable extent on thendpw articles which would not be
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produced at all if the existing amount of money aveqgually divided, since no one would
have enough to buy articles which may be said talime/e the most mediocre standard of
living.

In an address of this description statistics arly apt to be confusing, but I might
mention that it has been calculated that the aeeiragpme per family in Great Britain, if all
incomes large and small were pooled, would be ufide0 per annum, or Y2,000.

Now although both recent theory and existing diaisare amply sufficient to prove that
the total effective existing purchasing power ity amodern industrial country is surprisingly
low and would not be materially increased by thmiglation of the rich man, it is not at all
true that there is in normal times any scarcitgadds.There is perhaps no industrial country
at the present time which is preoccupied with theblgm of how to fill orders which it
receives for goods. On the contrary the problencivig agitating not only Japan but almost
every other country is how to get orders for mooeds and how to dispose of the goods
which it has. Unless we are to assume that no am@saany more goods then it is patently
true that lack of money is the reason for lack wfeos. Nor is this all. The existence of a
serious and increasing unemployment problem, medsur terms of human units and a
similar unemployment of productive plant and matsti must mean that the extent of the
goods which could be produced, if there were afatiory demand for them, is considerably
in excess of those which are produced.

If you have followed this rather elusive argumenftar, you will see that we have come
upon a discrepancy between the amount of moneyghwhee ordinary man regards as wealth,
and the available amount of goods which are thg thhg which really make money of any
value.

| include for the sake of simplicity under the teaingoods what are commonly called
services, such, for instance, as railway transportaand other amenities of these and other
kinds.

Having got it firmly fixed in your minds that whil® the ordinary man there is no wealth
without money, and yet that there exist either abguor still more potentially enormous
guantities of wealth, for which there is no equardlamount of money, | should like to bring
to your attention another simple, apparently obsjdaut very frequently overlooked fact, and
that is that you do not make money by making gotsther words, the industrial system,
which makes goods, is not to blame for poverty-s-thie financial system.

If a man grows an acre of rice, there is a hazg idemost people’s minds that in some
mysterious way he also grows the money with whichuy an acre of rice, but as a matter of
fact if he is fortunate in selling his acre of rice only gets money which somebody else had
before him, and there is no fresh money involvethentransaction as a result of the growing
of the additional acre of rice.

That this is so is of course proved, if proof weeeessary, by the fact that the result of a
very abundant crop of rice or wheat is, not infreafly, to ruin the growers, since the amount
of rice or other grain may be so large that thegpdrops to an unremunerative point.

If you will bear this simple but very important mlén your mind you will rapidly get a
much clearer idea of the real nature of money, latidnk that for ordinary purposes the
simplest and most satisfactory conception of maaelgat it is simply a ticket which enables
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the holder to obtain goods and services upon depaaticket not differing in essence from a
railway ticket, but having a wider application.

Let us now endeavour to summarise the positionhiahwour argument has led us. Large
numbers of people in the world are still poor. Mpsbple are not so well off as they would
like to be. On the other hand, the industrial systeo far from confessing that its productive
resources are strained by the demands made uperc@nstantly bewailing the fact that not
enough demands are made upon it, or to put theematthe simplest language, its problems
are selling problems, not productive problems. Vaeeh further, obtained the conception of
money as being simply a ticket system, and it l@senbeen suggested that there was any
serious difficulty in producing tickets if a useutd be found for them. So that rather than
look into the productive and administrative systefms the failure of modern industrial
civilisation to meet the demands and expectatidriseogeneral population, we seem to have
sufficient justification for looking quite elsewlegrand that is into the money system, or, as it
is commonly called, the financial system.

A little while ago | said that you did not make negrby making goods. It is astonishing,
when we consider the importance to every one obfusioney in our daily life, that most
people have no conception of where money comes freyond a hazy idea that a certain
amount of it is dug out of the ground in the forfrgold, silver, and copper, and the rest of it
is printed and issued through a Government depattrBait as a matter of fact money in this
form only bears a very trivial relation to the ambuwf available purchasing power,
insufficient as the latter has been stated to e t6tal amount of money in circulation, in
the form of gold, silver, copper, and paper coinagen Great Britain, only about one percent
of the total amount of bank clearings, or less thampercent of bank deposits, available to be
drawn on for purchasing purposes. What is the nedea®? It is what is called bank credit, and
for the purposes of this address it may be defasethe willingness of a bank to cash cheques
drawn upon it.

Now if there is only 10 percent of the total mondyich is available existing in the form
of gold, silver, copper and bank notes, it is qoiteious that the remaining deposits must be
made in some other way than by merely depositirid, galver, copper and bank notes in a
bank. They have been made by bankers themselvds. rlot propose to enter into the
technique of this tonight, beyond merely giving yaushort phrase which indicates the
complete explanation, a phrase which | have bordofrem the speech of Mr. McKenna, the
Chairman of the Midland Bank of Great Britain, th@gest bank in the world. Mr.
McKenna'’s phrase is as follows:

“Every bank loan creates a deposit and the repatymiervery bank loan destroys a
deposit.”

Now several very curious, not to say serious, amgdaching consequences arise out of
the situation which | have been endeavouring tolaexpTo the ordinary man money is
essential; it is the key to all the things he wdikd to have. For the most part the population
obtains money through the agency of wages; andirgieeature of the situation to which it
IS necessary to direct our attention, is that wkhlere may be, and in fact is as a rule, a
surplus of unsold goods, the wage-earning man ¢amintain these goods without making
more goods, because he obtains his wages throaegirdicess of making goods. On the other
hand the manufacturer of goods cannot see his evenake more goods until he has disposed
of his existing stock, and his constant preoccopas for what are called markets. When we
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recognise that this situation is common to all stdal nations we are at once upon the track
of the true, and probably in modern times the anlg, cause of war. Consider the position of
a statesman under these conditions. There is woigbnmoney in his home market to buy the
goods which he can produce. On the other hande #tbps producing he stops distributing
wages and can sell no goods at all, since his hoopelation has no money, so that he is
obliged to look for foreign markets. No industri@tion will willingly afford him a market
since its own problem is exactly similar to his.nSequently he must compete against other
industrialised nations for those markets whicheitieer not sufficiently industrialised or are
politically too weak to resist economic exploitatioSooner or later some one of the
industrialised countries becomes more successéul the rest; the others are faced with an
unemployment problem, and sooner or later the oogcof this situation seems inevitably to
be war.

A second feature arising out of this situation, amged up with the common confusion
between money and goods, is that statesmen andsdtireatened with this problem are
almost inevitably driven to the advocacy of eithexge and salary reduction or some other
form of what is called deflation in order that {wéce of articles produced in the country may
be a little lower than those of the competing caesf thus enabling, at any rate for a time,
lower prices to be quoted for export purposes.rElytiapart from the humanitarian aspect of
such a policy it overlooks the fact that such wagd salary reductions are a reduction of
purchasing power and consequently a still furtlegluction in the available home market. It
is not too much to say that 95 percent of the jgalitand social evils existing at the present
day arise directly or indirectly out of this shapgaof purchasing power and not out of a
shortage, either actually or potentially, of thealtle which money could buy.

You will no doubt be anxious to know if there igeanedy for this situation. There is
such a remedy. It is not the easy one which migHhirst occur to you of merely printing
more bank notes, since unfortunately that is a atethhich defeats its own end. The method
is a technical one, and is not suitable for exglanao a meeting of a general character such
as this in the time at my disposal. It consistsaisimple adjustment by the use of the
technique of credit of the relation between therage price level and the available pur-
chasing power; and, under existing conditions,résponsibility for making this adjustment
most undoubtedly rests with the banking systeno hdt for one moment think or suggest
that bankers as a class are other than men ofighedt integrity. But | do recognise quite
clearly, and | think it is increasingly recognisdgiat the existing situation places the banker
in a position of such commanding advantage thawbald be more than human if he
endeavoured to inaugurate any alteration until icenable pressure had been placed upon
him. The alterations which are necessary woulddabtact in the slightest degree from the
available wealth of anyone, while adding to theilalée wealth of all, but it is futile to
pretend that they would not detract from the powfethe banking and financial system over
the industrial system and society in general— theyld, and for this reason it will be
necessary to exercise very considerable pressutieoge who are in control of the banking
and financial system before such modifications rasgle. For my own part, | think that if
these persons could be brought to see the matténeirright light, they are from their
experience probably best equipped to inaugurat@¢lbessary changes smoothly; but if they
are not, then these changes will have to be inatgtiroy someone else, and in that process
we shall all undergo considerable discomfort whialght be avoided by the general use of a
little intelligence.
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Xl
THE SOCIAL CREDIT SITUATION
Speech afThe New Age Dinner on March 23rd, 1929.

LoOKING round upon the world, and the grave difficultieswhich its various peoples
are still involved, it might occur to a superficiabserver that proposals which make such
large claims as a solvent for material difficultie@nnot have made very much progress, or
their results would be evident. But | think thatlsta comment would be misplaced. In the
first place it has to be remembered that the pralsasvolve changes in mechanism, and that
the results of them cannot become evident untddlehanges are actually made and in opera-
tion. We cannot, therefore, judge the conditiomwif interests in this matter in the same way
that we might, for instance, comment on the pragoésa building and say, “This, that, or the
other storey of it is now approaching completion.”

Nothing of this kind has so far been accomplishiédnight even be said that the
difficulties of the eventual builders of the st on which our hopes are fixed have been
materially increased during the last few yearshgydctivities of those who do not desire that
the existing building should either be replacedatiered. At the moment representative
bankers of the world are meeting in Paris with phienary objective of riveting yet more
firmly the chains of an obsolete financial systemtbe peoples of the world. It has to be
remembered that antecedent to the actual construatdrk on any great project a great deal
of hard work, and perhaps the hardest of all wbes to be done. The minds of the public
have to be prepared, they have to be educatedetthsedesirability of the proposed work,
plans have to be drawn, and a staff of workmendae marshalled in readiness for the con-
crete effort.

If we look at this aspect of our labour | do noinththat it is necessary for us either
unduly to blame ourselves or to be depressed airthggess which has been made.

Those of you who can take your minds back to trersyédmmediately succeeding the
European War, and who were interested in the pnablef Industrial Organisation and the
resolution of the friction between what are callEchployers and Employed,” will remember
that the thoughts of the world at large, to theeekthat it was interested in these subjects,
were obsessed by problems of administration. ThepShteward movement in industry,
which was the inheritor of the Syndicalist movemehthe early days of the century, hailed
the Bolshevik revolution in Russia as the incaorabf its own ideals. The more theoretical
Socialists of the type of Mr. Sydney Webb and tlabi&n Society in general were still
holding the blessed word “Nationalisation” as agmaea for all ills, although the widespread
experience of life under the multiplicity of Govemant Departments during the latter years
of the war had, | think, effectively disillusiongde general public as to the virtues of this
particular remedy.

When, thereforeThe New Agend those associated with it announced with aniss
which their candid critics labelled as “cocksurkat the salvation of the world was not to be
found in committees, soviets, or nationalisatiaut, that its difficulties arose from a defective
financial system, and that these can easily be desdewithout affecting the administrative
relationships which experience has proved to beh bsdtisfactory and effective, the
announcement in the first place was received witbuathe same enthusiasm that would be
accorded to it by the Elgin Marbles. But it is ati@ony to the vital nature of the message
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that we have to convey, that this period of calns whastonishingly short duration. Within
twelve months, and for a period of two or threergeghe proposals that we put forward
received widespread discussion, not always conduotan atmosphere of calm detachment,
and even in that short period of time reduced tiopgganda both of nationalisation in its old
sense, and still more the committee system of im@lisnanagement, to the position of mere
doctrinaire ideals.

So rapid was the progress made by these ideas dreth@®19 and 1923 both in this
country and abroad, and so constantly did ideaseatefrom them appear in the pages of the
Press, that the interests threatened by them becamsaderably alarmed, and took what
were, on the whole, effective steps to curtail theiblicity. In this country the Institute of
Bankers allocated five million pounds to combat shibversive ideas of ourselves and other
misguided people who wished to tinker with the fical system. The large Press
Associations were expressly instructed that my eame should not be mentioned in the
public Press, and no metropolitan newspaper indbusitry or the United States was allowed
to give publicity either to correspondence or tmtdbutions bearing upon the subject. In
spite of this the Canadian Parliamentary Inquirwhich | was a witness managed to expose
on the one hand the ignorance of even leading bardfethe fundamental problems with
which they had to deal, and on the other handehgths to which the financial power was
prepared to go to retain control of the situation.

Perhaps as a result of this inquiry, the boycotthef subject became almost complete,
and if such methods could have been effective tlsen® doubt that the agitation which we
had initiated would have died away. But it has glsvheen my personal opinion that the
force on which we had to rely was not principallppaganda, but rather the awakening of
public opinion, once it had been given the leadhtexplanation of the facts of the everyday
world; and that awakening has taken place and dsytaaking place with tremendous
rapidity. The process through which our idea weuntirdy the period 1918-23 might be
likened to the sowing of the seed. It was thinlyt ery widely, sown. During the last five
years the seed has been driven underground.

Though you will see very little abotithe New Ager the Douglas Theory in the popular
Press, you will see pages of criticism of the Bahkngland, the Federal Reserve Board, and
the International Debt Policy, and if you are suéntly interested you will recognise
phrases, and even whole sentences, extracted widngnowledgment from the “Notes of
the Week,” so ably maintained by Mr. Brenton.

It has to be remembered that, unlike the movememtsmonly called socialistic, which
on the whole have been class movements, this stgagygth of public opinion as to the vital
part played by the financial system in the effaftsnankind is not confined to any one class.
It is common ground with the industrialist, thenfear, the landowner, and even the stock-
broker: the interest in it is growing daily. | bmle most fervently that we are at the very
threshold of an awakening which may well alter hirstory of civilisation. In the British Isles
alone there are two political parties which consit8ecial Credit the core of their policy.

It is an easy process of reasoning from the retiognof the vital nature of the financial
system to the apprehension of the part which megilayed by the nation which is the most
powerful financially.
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Partly as a result of the war, partly as the restilthe criminal ignorance of our own
statesmen of the underlying principles of finan@ed quite probably partly as a result of
grandiose world-policy on the part of internatiomagjanisations, the pinnacle of financial
power since the war, and more particularly sineeglace, has been achieved by the United
States. Because | believe that the next ten yedrbencritical in the history of the world, and
that the leading part in that crisis will be playsdthe U.S.A., | propose to detain you tonight
with a short examination of the situation of thegaj power in its bearing on our particular
problem.

No understanding of the critical situation of theitdd States in its relations to the outer
world is possible without recognising the coursedévelopment has taken. At the beginning
of the nineteenth century the North American cariinpossessed for all practical purposes
two small populated areas situated on the Atlaamid Pacific seaboards, separated by three
thousand miles of undeveloped and very rich contadeland. Removed to a large extent
from European interests, and from the political andial problems of an older civilisation,
the United States contained within its own bordepsactically unlimited field of what might
be called “export markets.” In other words, to aselrishism, “it expanded internally.” This
unlimited field for the exercise of the industraats undoubtedly produced a rate of economic
progress unparalleled elsewhere, and afforded @f,pfcany were needed, of how intensely
artificial are the restrictions upon progress ak tbescription which normally fetter older
countries obliged to seek for markets abroad.

The process of internal development had beguroie gp before the European War, but
this event afforded a fresh impetus to developnamt at the same time educated the
American public, whose insularity was previouslywenarked, to look abroad for markets.
Passing over this period we find that 1918 leftithiéted States physically unexhausted, and
both financially and in a realistic sense immensglyiched by the struggle which had swept
Europe.

Nevertheless, the same causes which had contritatéte tremendous expansion of
productive capacity had also been operative in ggjrand particularly in Great Britain. In
both hemispheres there was a post-war boom, in bethispheres there was a period,
beginning simultaneously in 1920, of severe finahdeflation, and the unemployment
figures in the United States were variously stdtethe between six and ten millions. This
policy of deflation has been pursued in Great Brjtand continues, with the result that
unemployment has become chronic, industrial unkiexgas have been broken up, and the
country at the present time is saturated with dtgyfi defeat, such as the war was never able
to produce. | shall return to this feature of theation later.

In the United States, however, the policy of déflatwas reversed within six months.
Industrialists were encouraged to borrow money asyderms, and the public, instead of
being deafened with the insane cry of “consume B®$ produce more,” was not only
encouraged to buy, up to the extent of its res@yfoet was assisted to increase its resources
by every device possible within the orbit of théséirg financial system.

As a result the production of the United Stated 328 as compared with 1913 is 38
percent greater, while that of Great Britain isggdcent less; that is to say, the absolute rate
of progress of the United States is double thatterg in this country. This state of affairs has
been reflected in an immensely high standard afidgivThe average locomotive driver of an
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American railway owns two motor cars, one for hithssd one for his wife, and thinks
nothing of paying £40 for a radio receiving set.

As contrasted with the spirit of defeat which ig\@lent in Great Britain, the normal
citizen of the United States is confident that las hot only achieved success, and that his
country is the greatest country in the world, batif satisfied that this success will be
cumulative, and that the old days of alternativerb@and slump are gone forever. Whatever
may be the eventual outcome of this situation, @arenot help feeling that our statesmen and
bankers who are responsible (and without doubt dreyresponsible) for the extraordinary
divergence between this country and the UnitedeStat the short space of eight years must
sometimes be driven to wonder whether the “thirigces of silver” are on the whole
sufficient compensation for the situation they hpx@duced.

Out of this situation one clear and indisputablet Bmerges. The American public has
tasted material prosperity far in excess of thaieved by any other people at any time, and
it is absolutely united in the determination thas tprosperity shall continue.

No American statesman could last for one weekbkitame known that his policy stood
in the way of this objectiveé.

! This was written before the slump of 1929. Whetihrenot this slump was ultimately inevitable, it was
most certainly brought about by Financial Interestng through the Federal Reserve Bank, andebatrwas
to discredit Mr. Hoover.

Now, for reasons which will be familiar to most ydu here, it is inevitable that this
continuous industrial expansion demands an inangaskport market. It is also certain that
the financial position of the United States undher é€xisting conventions places its nationals
in a position to impose foreign loans over an iasnmegly wide area, and that the inevitable
effect of these foreign loans is to make it pogstblimpose American productions upon the
borrowing country. Any slackness in this processidanean unemployment in the United
States, and unemployment on a large scale woultbenaontemplated by either the political
or industrial leaders. The unemployment, therefar@ch is inevitable from the progress of
the industrial arts will be imposed upon the conuizmrivals of America, and in particular
the British Empire. That is the situation with whithe world is faced today. Its symptoms
may be various and obscure, but, in my opiniors & disease of which the world may easily
die. Its only cure is a radical reform of the ficat system of such a nature as would remove
the alternative of increased exports or penal uheyngent.

Within the last month the new President of the &bhiStates has taken office. Mr.
Hoover is an engineer of great capacity and witthevknowledge of the world. | think he is
perfectly familiar with the problem as | have jssated it, and | think it is very probable that
if he were a free agent we should witness a spaletaadjustment of the problem. But he is
not a free agent. His Cabinet contains such mevirae\ndrew Mellon, the ideal of banking
interests, Mr. Robert Lamont, also closely conreatith banking, and Mr. C. F. Adams,
Secretary of the Navy, closely identified with a MNavy policy. Their financial interests
make it quite certain that the continued supren@aye financial system will be their first
care. In these circumstances we are faced, | thwitk, the situation provided by a country
having both the financial power and the financiabWwledge to carry out whatever policy will
most conduce to the continued prosperity of thestarg financial system. That policy
inevitably must be a pan-American policy and agpobf continual and accelerated commer-
cial expansion.
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What the result of this upon the rest of the wonlitl be, and in particular upon the
British Empire, which appears to be directed byest@men and financiers who have appar-
ently learnt nothing and forgotten nothing in tlesphundred years, only time will show.

We are operating under a system which has centdiarént and vital defects. These
defects tend to produce and to aggravate both niateand international difficulties.
Unfortunately, the means of enlightening the gdnpublic as to the real cause of these
difficulties, by which | refer to the public Preswganised speech-making and broadcasting
organisation and mass publicity in general, aral@fiendent for their existence on financial
support. Consequently, to put it quite bluntly\tloere not indicate the cause of the trouble.

| do not myself believe that we can take to oumseleredit, either in this room, or even
as a generation, for being the first discoverersheftrue cause of the trouble, although |
think probably we have added something to the stddowledge of it. | believe it has been
discovered several times before, notably aboutratad years ago, and in every case general
knowledge of it has been suppressed and the treowaased by it have been used as an
argument for some form of centralisation of poveérwhich the latest form comes under the
name of “Rationalisation.”

In my opinion there is no fundamental differencea®en “Rationalisation” as sponsored
by Lord Melchett and Sir Herbert Samuel, and Natisation as sponsored by the Socialist
Party, and | believe that the propaganda in regatdem comes from the same source. They
are both of them policies for reducing the indialuto an impotent unit in an
overwhelmingly powerful mechanism. It is admittediywise to commit oneself to a
statement as to when probable events will occur| think it must be obvious to any student
of public affairs, that forces are now operatingptoduce some sort of a crisis, and possibly
many sorts of crises, within a comparatively stione.

| should not be honest if | gave it as my opinibattsuch a radical reform as we desire is
at all likely to take place so long as the credd #anking system remains under the control
of the individuals who are now in possession of it.

As | remarked in an address two days ago thegdosit to realise clearly in assessing the
practical situation is that the problems conneetét the financial system do not arise out of
the difficulties of financiers. There is only onaif@ermly prosperous business in the world
today, and that is “banking” with its twin sistanSurance.” You cannot realise too clearly
that the financier's only anxiety is that the exigtstate of affairs should be permanent, and
he is in a position to see that what are calleditipal appointments” are made with this
objective in view, and | believe this to be justtase of the Labour Party as it is of the
Conservative Party, and rather more true of thedabParty than either.

If you see these matters in the way that | see tlagwh | have no doubt that many of you
do, you will realise the immense area and imposgaofcthe interests involved, you will also
realise that taking the wide and the long view &ipproach of a very troublesome period
which is as clearly indicated as any signs coulsisfiidy indicate anything, ought to be, and
for my part is, an indication to be welcomed tie forces of mankind are upon the march,
that the seed which we have sown to the best ofability and which may have appeared
during the last few years to be lying fallow, isamnbeginning to sprout, and that although the
forces of reaction undoubtedly will not retreat doadfinally defeated without striking many a
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shrewd blow, in the words of the inspired prophéfHe time of our redemption draweth
nigh.”
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Xl
“‘FOOLED AGAIN”

WHEN President Lincoln enunciated his famous compldiat tY ou can fool some of
the people all of the time, and all of the peomms of the time; but you can’t fool all of the
people all of the time,” he indicated a defecthe scheme of things which, it is obvious, is
troublesome to politicians generally.

As so often happens when a problem is clearly gtdtte set in motion the activities of
many of the world’s best minds, with the resultttaithough the statement is still true, it is
not immediately important. The general Press arkroagencies of publicity have been
effectively organised to produce an impressionafegal befoolery on the part of the public
when the rabbit is extracted from the hat, andsallell—for the moment.

These reflections are provoked by a consideratidheoskilful stage-management, with
Mr. Philip Snowden as the star, to which we havenb&eated in connection with the
Reparations Conference at The Hague. With a belitweh Signor Mussolini must have
envied, Mr. Snowden announced that any attemptvertdto France or any other European
country the sum of £2,400,000 (1-400th of the Budged less than 1-20th of the sum we
annually pay the U.S. for money we never receivettich may problematically be received
by Great Britain from Germany, would make him vergry angry indeed, and he would be
sure to do something about it. With more unanirttign | can ever remember on the part of
the Press of this country, this gesture was appldud@he Young Plan, of which the only
important feature is the formation of the World Bawas thus exhibited as a European, and
particularly French, attack upon the British peopiestead of a Wall Street attack upon
France, with Great Britain, as usual, as a catig-pathis precious scheme for handing over
the world, and incidentally the British Empire, ttte tender mercies of the Bankers, were
eventually to be accepted by the Conference, witmaglification in the sense of Mr.
Snowden’s protest, the British Public would be etpé to, and probably would, imagine
that Great Britain had won a great victory, and tdla Snowden had acted as a courageous
representative of the country’s best interests.

Now, it is obvious that there are many things whigight be said about this situation,
but for the moment perhaps the most interestinthe$e is the clear light which is thrown
upon the essential antagonism between executitesstanship and public interest. Or, to put
it another way, statesmanship might be definedfiestarely fooling the People without
being found out. | do not think that this matteqiste so clearly realised as it might be, and it
is probably worthwhile giving a little space to @&samination.

Let us first state the problem. Is there some ésdeaason which makes it impossible to
conduct the affairs of any country honestly? Bydsily, | mean with a continuous endeav-
our to take such action as will realise a plairdy-ferth objective, such objective being one
which the public would itself accept as desiralfiét thoroughly understood it. And if the
answer is in the affirmative, as | think it istieere any process operative to produce a parti-
cular type of statesman willing to conduct the ia$faf the nation dishonestly?

Now it is perhaps hardly necessary to remark that conventional sense of the word it
would be difficult to find a more honest man than Bnowden.
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It is highly probable that he attaches considerabj@rtance to this sum of £2,400,000
per annum, both because in his Budgetary diffieslgvery item will be of importance, and
because of the immense political capital to be nadeof the feeling that it is quite time
someone else, other than Great Britain, “paid” tlee war ... a feeling which 1 think is
common to 99 percent of the population of thesands, including myself. But | find it
difficult to believe that Mr. Snowden, who is possed of considerably more intelligence
than our late unlamented Prime Minister, regardsrttere allocation of the sums obtained
from Germany as being the most important aspethefyoung Plan, or is unaware of the
fact that it is quite unnecessary for anyone to feaythe war—that was done by those who
fought it either in the trench or the factory. Ewdn Bernard Shaw, whose brilliant wit is so
delightful a contrast to his “Socialism,” underddarthat.

Assuming this to be the case, and crediting Mr.v&ten with the ability which | believe
he possesses, only one conclusion is possible.adalé&cided to wreck the Plan, but wishes
to wreck it on a comparatively minor point rathkart on the question of the Super-Bank
which is involved in it. In other words, he woulather antagonise France, Italy, Japan, and
possibly Germany, than antagonise the financierspgbly in the main of American
domicile, who propose to place Europe under thdérobof an International Bank. To this
end, the Press is engaged in the mobilisation @fsBropinion against the countries and
statesmen who, while involved, are no more or 88 kesponsible than are soldiers in a war
they do not understand.

In this situation we have an exact parallel to¢badition of affairs which exists in our
home politics. Finding it impossible to deny thiag itondition of industry, of social life, and
of national morale is thoroughly unsatisfactory tble of the statesman appears to be to find
a scapegoat who can be blamed with comparativenitypiMr. Snowden must know, as any
individual of ordinary intelligence who devotesiitlé time to the question must know, that
the condition of affairs in the mining industryxtiée industry, and the railways, to take only
three examples, is fundamentally attributable, ahdost solely attributable, to the dead
weight of an obsolete financial system. But in théing industry he allows financial
interests to capitalise the discontent of the miserthat the mineral owner may be deprived
of his coal although within the frame of the exigtifinancial system, coal is a form of
property indistinguishable from other forms of pedy except that it is most unfairly taxed.
There is no factor in the coal problem so unimpurtes the ownership of the raw material,
which represents an item in the selling cost ofl @aabout 3d. per ton. But the mineral
owner is a fairly defenceless scapegoat. In theleerdustry every effort is made to suggest
that management and machinery are at fault, tmesgthening the hand of those interests
which desire to trustify the textile industries ehbbtaining the assets at break-up prices
from their existing owners. To the extent to whitte textile industry of Lancashire is
operating on obsolete machinery, the responsibgitgbviously financial, and financial only,
since the finest textile machinery is madeand exported froml.ancashire. If the present
owners had the money—or rather, if it would “pay’hey would naturally use the equipment
which the makers would be so glad to sell to th&he railways, which were trustified at the
behest of the Bank of England and the powers dpgrdtrough it, are, almost alone amongst
the railways of the world, in a state of financtalchnical, and administrative stagnation, the
services rendered to the public being little, ifallt superior to those available over thirty
years ago, the prices charged for these serviceg Ipeobably more than double, and the
return to the shareholders less. There is hardbyaatical railwayman in the country who
does not regard the grouping system as having aated every problem with which he has
to deal.
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So long as this condition of affairs remains .so.long indeed as the financial system
remains unmodified . . . statesmanship would thpmear to consist in attacking one section
of the public after another, and steadily redudimg power of resistance of each while con-
solidating the position of the financial hierarciiyhere can be no remedy for this state of
affairs, so fatal to morale, until a statesmamipower who is prepared to face squarely the
issue that either finance will rule the world ahé statesmen will become a species of bank
clerk; or, on the other hand, a halt will be calledhe aggression of the financier, sanctioned
and assisted by the law, upon each section of tyoci¢urn, and he will be reminded of the
warning given many hundreds of years ago : “Ye takemuch upon yourselves, ye sons of
Levi.” Time alone will show whether Mr. Snowdencisntent to be a bank clerk. He has had,
within the last few weeks, an exhibition of the pamn of the British people, which, as Lord
Castlerosse remarked in tBenday Expresshas done more to shake the Conservative Party
into a sense of reality in one week than did MridBan in five years.” If he can manage to
grasp the fact that the enemies of this and eveuntcy are not Frenchmen or Italians or
Americans, not dukes, nor employers, or even rigm per se, but those people, wherever
they may be domiciled and whether Jew or Gentileg are determined to maintain a system
which would destroy all initiative not sanctionegithemselves, then he has an opportunity to
go down to history as the founder of a new Magnar@h But | cannot help feeling that if we

are witnessing the opening of a new drama of Rumagnthe Chief Baron is getting a
suspiciously good Press.
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X
THE AMERICAN SITUATION

MANY readers have no doubt been at a loss to accoutitd@pparent anomaly involved
in the sudden transition from a state of great pedsy to a state of financial and industrial
depression, which has been a feature of the pastiy¢he United States.

It will be remembered that politics in the Unitetht®s, so far as the man in the street is
concerned, turn upon what is called “prosperityntl dhat no Government will be tolerated
which does not make prosperity its first objecti@Ganversely, a Government which does
succeed in providing prosperity can do practicalhything else that pleases it. Bearing in
mind that financial power is paramount in the UditStates, and that prosperity in the
modern world is for all practical purposes dependenfinancial policy, why do we see the
United States grappling with an industrial crisipparently not very dissimilar to that which
holds Great Britain in its grip?

Now, to understand this situation, the first pambe realised is that the Government of
the United States (i.e. the President, the Senatkthe House of Representatives) is on the
whole hundreds of years nearer to being a real@st@nisation than are the Cabinet, the
House of Lords, and the House of Commons, in GBedin. That is to say, while only in
the last two or three years, there is growing wgmall, but increasing, body of members of
the House of Commons, who are competent to hold expiess an opinion on finance
without first consulting their local bank managfer, at least forty years, and probably more,
genuine finance, by which | do not mean mere dsons on taxes and tariffs, but rather
guestions as to the basis and function of credieghbeen continuously matters of practical
politics in Washington. They first came under rewviat the very birth of the Republic in the
days of Alexander Hamilton. They were of the vesgance of the situation created by the
Civil War in the late sixties and early seventi@gbe Bryan Free-Silver Campaign, little
understood perhaps by Bryan himself, neverthelegxted fresh ideas into the perennial
controversy. And since the War, a continuous agitato which such persons as Mr. Henry
Ford have contributed, has been proceeding oratine subject.

Now, the result of all this, interlocking with the®ntrol of finance over patronage in
politics as elsewhere, has been to produce a pecitiuation, which, so far as my knowledge
goes, is not precisely paralleled elsewhere. Censtlas an institution, the Government of
the United States has never relinquished its say@geover finance. Finance has, as usual,
and by the simple method of supplying the campdigmds of all the political parties
impartially, managed to make its own views prevhilf while being a Government “de
facto,” it has not succeeded in becoming, as ira3Beitain, a Government “de jure.” You do
not hear in the United States timid and apologa$surances that on no account would the
Government think of criticising, much less of irigging, with the banks or the great credit
institutions, although for the reasons which weenhpist noticed, such interference does not
usually materialise, and criticism remains largabffective.

In particular, the office of President, which offistill represents the most formidable
concentration of power resident in any positiondhey one man in the world today, has
always held a potential menace to the power of mone

It will not come as a new idea to students of tteglit problem, that the financial system,
as such, provides an effective sieve for the pwemdsassuring that no individual comes into
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a position of considerable power, without havingegi, for a considerable portion of his
lifetime, satisfactory evidence that he will behavaccordance with the principles which are
paramount in the world today. Through the agencthese principles, it has on the whole
been possible to see that either only safe men elemted to the Presidency, or at any rate
were only allowed to be effective in harmless dimts.

The Presidential election of 1928, however, presgatcurious problem for the financial
interests to solve. For reasons which are, no daldsply involved in high politics, finance
did not want a Roman Catholic President of the &thiStates, and Mr. Al Smith was a
Roman Catholic. It was considered that there w&g @me candidate strong enough to defeat
Mr. Smith, and that was Mr. Hoover, who greatly @&mted a reputation already considerable
in industrial circles, by the organising ability hdisplayed during and immediately
subsequent to the War.

Now Mr. Hoover is something new in Presidents, d&he financiers distrust him,
probably with reason. He has the training and eégpee of an engineer. Instead of merely
talking about things in the orthodox manner of ploétician, much of his life has been spent
in doing them. During the last few years he haslibe objective of instruction on realistic
finance from several people familiar with ideas regged inThe New Ageand from other
sources of a similar character. So that having dedHoover to defeat Mr. Smith, it became
the obvious strategy of the financial power to didd Mr. Hoover, and the most direct
method of doing this was to turn the prosperitytloé United States into industrial and
business depression.

It was quite easy. A pretext was found in the Stexkhange speculation which is bound
to be a feature of a rising market, to impose ftitaall rates on money, and to restrict loans
and withdraw them from existing borrowers. The &towarket crash of last October was just
as artificial as that of 1907, which was enginedrgdhe American banks to teach the public
the result of dabbling with dangerous ideas sucthase put out by Mr. Bryan in his Free-
Silver campaign. The objective was the same, lamisterred from Mr. Bryan to Mr. Hoover,
and already the slogan of “Back to Coolidge andspeaty” is achieving a considerable
measure of popularity. It is perhaps hardly neagssa observe that Mr. Coolidge, a
complete nonentity, is regarded as the model Reasid

So far as can be seen by the unprivileged obseMreriHoover has not so far given to
Wall Street any serious grounds for anxiety, altiohis endorsement of higher tariffs is no
doubt offensive to international finance, whichqigite clear in its own mind that the only
desirable tariffs are those which are imposed $sgifithrough the medium of the exchange
rates. Mr. Hoover has, however, at least two meags/ of office, and, if we might venture to
give him a hint, that is all the time at his displa® prove whether he or the bankers rule the
United States. If the bankers should be provedaieehmade their claim good, not only will
the cause of economic freedom have received adetbat Mr. Hoover himself will have
lost an opportunity such as is rarely afforded eteeRresidents of the United States.

If the situation in America has been correctly ggpated in the preceding paragraphs it
contains a lesson for us in this country. The sgnatof international finance is, like all great
strategies, based on a few simple principles, &edet principles are repeated again and
again. The Labour Party in this country has bednma office in order to be discredited, the
Liberal Party, which is predominantly financial,danotably Jewish-financial, in its interest,
being put into a position to turn it out at any nmesrnhof crisis, and to put back our own
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Coolidge, Mr. Baldwin, for a fresh period of “ tigunlity.” Suppose, for instance, that the

Snowden Committee on Finance and Industry werdyrealgrapple with the causes of the

social and industrial decay in this country. Thiea Liberal Party would be instructed to turn

out the Labour Party, and the Report of Mr. Snovgl€ommittee being the report of a

discredited Government would be pigeonholed byrtlseiccessors, who would be sub-

consciously aware that their only chance to retianloaves and fishes would be to leave the
guestion of finance severely alone.

The deduction to be made from these consideraisookear enough. Every effort ought
to be made to discredit the idea that a mere chah@®vernment is an effective remedy for
any of our troubles. As | am always willing to adrnto anyone who is interested in so
unimportant a matter, my political sympathies,niyaare Tory, possibly because there is no
Tory Party in this country. But any small influenekich | might have at the present time
would be devoted to keep the present Governmepower, simply because it is the present
Government, and for no other reason. Every charfgthe ostensible Government is a
success for the real Government, Finance, whitheigleadly enemy of this country, and it is
our business to cultivate the form of neutralityregard to ostensible Governments which
was expressed by the American in the early path@fEuropean War when he said that he
was so neutral that he didn’t care who licked Geryna

One further observation on this situation. As LoBdstty and Jellicoe have just told us,
the naval strength of this country is in courséeing reduced to a point which will ensure
disaster if and when this country is attacked at 3dis reduction is not made because we
cannot build the necessary ships. Our shipyardglreour steel furnaces are unlit, our men
are sick for lack of work. It is because— God halp poor turnip heads—we have no paper-
tickets—"money.”

If there is a spark of virility left in this countrthe day the next war breaks out the local
representatives of Finance will face a firing pantyhe Long Gallery of the Tower.
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XV
PRODUCTION AND PRICES

Notes of a lecture by Major C. H. Douglas in 1920ta meeting of the National Guilds
League.

BEFORE dealing with subject of lecture | propose to commen method by which
conclusions are arrived at : Explanation likelyctuse intense irritation! It is admitted by
most persons that there is something seriously gviorthe world today—wars, strikes, etc.,
general disgruntlement; various prescriptions lierdisease.

(1) Super-productionists, the “Capitalist” party, whefuse to admit any fault in the
system. The key-note of their remedy is harder vemt more of it.

(2)What may be called the ecclesiastical party; ketg-md their policy is “a change of
heart.” Their attention is concentrated in hierazahproblems, administration, etc. The legal,
military, bureaucratic mind is essentially of thyge, and the Whitley Council, the Sankey
Report, and the various committee schemes of theaf&ociety in this country, the Plumb
scheme in America, etc., are examples of it. Alsth schemes adeductivein character;
they start with a theory of a different sort of isbg to the one we know and assume that the
problem is to change the world into that form. mnsequence, all the solutions demand
centralisation of administration; they involve aaghmery by which individuals can be forced
to do something—work, fight, etc.; the machine nhesstronger than the man.

Practically all Socialist schemes, as well as Tr@sipitalist, militarist, etc., schemes, are
of this character, e.g. the League of Nations, twiscessentially ecclesiastical in origin, is
probably the final instance of this.

It may be observed, however, that in the world imok things are actually done, not
talked about, where bridges are built, enginesnaade, armies fight, we do not work that
way. We do not sit down in London and say the F8ridge ought to be 500 yards long and
50 ft. high, and then make such a bridge and nadown the Firth of Forth by about 75
percent and cut off the masts of every steamet.4&bbve sea level in order to make them
pass under it. We measure the Firth, observe tips,sind make our structure fit our facts.
Successful generals do not say “the proper plafighbthe battle is at X, | am not interested
in what the other fellow is doing, | shall move @y troops there.”

The attempt to deal with one of the industrial andial difficulties existing at this time,
which is embodied in these remarks, starts from plosition therefore.

It does not attempt to suggest what people oughtatat, but rather what they do want,
and is arrived at not so much from any theory dftipal economy as from a fairly close
acquaintance with what is actually happening irséhspheres where production takes place
and prices are fixed.

If we look at the problem of production from thisipt of view, the first thing we ask
ourselves is why do we produce now. The answehisois vital—it is to make money. Why
do we want to make money? The answer is twofolst,Hio get goods and services, after-
wards, to give expression, often perverted, toctieative instinct through power. Please note
that these two are quite separate—whether a marmarhasecognisable creative instinct or
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not, he absolutely requires goods and servicesmaessort. We then have our problem stated;
we have to inquire whether our present mechanigdrsfisa it, and if not, why not, and how
can it be altered so that it does satisfy it.

Emphasising the fact that it is only half the pesh| the only half | propose to deal with
tonight, let us inquire to what extent we succeaeaur primary object—that of obtaining
goods and services when we produce for money uhdexisting economic system.

Production only takes place at present when at leas conditions are met, when the
article produced meets with an effective demandl ihto say, when people with the means
to pay are willing to buy, and when the price aichtthey are willing to buy is one at which
the producers are willing to sell.

Now, under the private capitalistic system the goiat which the producer is willing to
sell is the sum of all the expenses to which heldggs put plus all the remuneration he can
get called profitThe essential point to notickowever, is not the profit, but that he cannot
and will not produce unless his expenses on theageeare more than coveredhese
expenses may be of various descriptions, but theyatl be resolved ultimately into labour
charges of some sort (a fact which incidentallyeisponsible for the fallacy that labour, by
which is meant the labour of the present populabbérthe world, produces all wealth).
Consider what this means. All past labour, represthy money charges, goes into cost and
SO into price. But a greater part of the productho$ labour—that part which represents
consumption and depreciation—has become useledsjisappeared. Its money equivalent
has also disappeared from the hand of the genebditp—a fact which is easily verifiable by
comparing the wages paid in Industry with the swhaposited in the Savings Banks and
elsewhere—but it still remains in price. So thagveryone had equal remuneration and equal
purchasing power, and there were no other elem#rgsposition would be one of absolute
stagnation—it would be impossible to buy at angg@mt which it is possible to produce, and
there would be no production. | may say that inespf enormously modifying circumstances
| believe that to be very much the case at present.

But there is a profound modifying factor, the factd credit. Basing their operations
fundamentally on faith—that faith which in sobewutlr moves mountains—the banks
manufacture purchasing power by allowing overdratied by other devices, to the
entrepreneur class: in common phrase, the Capit&isw, consider the position of this
person. He has large purchasing power, but hisspatrgonsuming power is like that of any
other human being: he requires food, clothes, luglgetc.

If, as is increasingly the case, the personal @hgitis replaced by a Trust, there is a
somewhat larger personal consuming power, repreddny the stockholders, but it is still
incomparably below the purchasing power. What happefter exhausting the possibilities
of luxuries, the organisation itself exercises phgchasing power and buys the goods and
services which it itself consumes— machinery, rawtaral, etc. In consequence, the
production which is stimulated—the production whiele are asked to increase—is that
which is required by the industrial machine, intedhate products or semi-manufactures, not
that required by humanity. It is perfectly truetth@ney is distributed in this process, but the
ratio of this money to the price-value of humanassities—ultimate products—is constantly
decreasing for the reasons shown, and the costirg is therefore rising.
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Before turning to the examination of the remedythupon this diagnosis, it is necessary
to emphasise a feature of our economic system wibkiefital to the condition in which we
find ourselves, i.e. that the wages, etc., syst&striloutes goods and services through the
same agency by which it produces goods and servittess productive system. In other
words, it is quite immaterial how many commoditiesre are in the world, the general public
cannot touch them without doing more work and pootiyi more commaodities. It is my own
opinion, not lightly arrived at, that that is thendlition of affairs in the world today—that
there is little if any real shortage, but that proidbn is hampered by prices, and the
Capitalists cannot drop prices without losing cohtHowever that may be, this feature, in
conjunction with those previously examined, has yrfan-reaching consequences—amongst
others the feverish struggle for markets, whichfum, has an overwhelmingly important
bearing on Foreign Policy. To sum the whole maifgerthe existing economic arrangements:

(&) Make credit the most important factor in effeetotlemand.

(b) Base credit on the pursuit of a financial objecteaved centralise it.

(c) This involves constantly expanding production.

(d) This must find an effective demand, which meaqmé and more credit.

(e) Make price a linear function of cost, and so fishistribution, largely to those with
large credits.

(f) Therefore direct production into channels desbgdhose with the largest credits.

A careful consideration of these factors will ldadhe conclusion that loan-credit is the
form of effective demand most suitable for stimwlgtsemi-manufactures, plant, inter-
mediate products, etc., and that “cash”-creditreguired for ultimate products for real
personal consumption. The control of productiomréfore, is a problem of the control of
loan-credit, while the distribution of ultimate piacts is a problem of the adjustment of
prices to cash-credits. It is only with this latleat we are at present concerned.

We have already seen that the cash-credits providedhe whole of the money
distributed by the industrial system, so far asoiticerns the wage earner, are only sufficient
to provide a small surplus over the cost of thes@né standard of living, and that only by
conditions of employment which the workers repuwgliand rightly repudiate. We cannot
create a greater surplus by increasing wages, bedha increase is reflected in a compound
rise in prices. Keeping, for the moment, wages @oriswe have to inquire what prices ought
to be to ensure proper distribution.

Now thecore of this problem is the fact that money whihlistributed in respect of
articles which do not come into the buying rangetted persons to whom the money is
distributed, is not real moneyit is simply inflation of currency so far as thggersons are
concerned. The public does not buy machinery, im@dlsbuildings, etc., for personal
consumption at all. So that, as we have to disteilbbuages in respect of all these things, and
we want to make these wages real money, we hawsttablish a relation between total
production, represented by total wages, salartes, and total ultimate consumption, so that
whatever money a man receives it is real purchgsavger. This relation is the ratio which
total production of all descriptions beargdtal consumption and depreciation.
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The total money distributed represents total prtdoc If prices are arranged as at
present, so that this total will only buy a portiohthe supply of ultimate products, then all
intermediate products must be paid for in somerotteey. They are; they are paid for by
internal and external (export) loan-credit.

If prices are arranged so that they bear the safagan to cost that consumption does to
production, then every man’s money will buy him &ierage share of the total consumption,
leaving him with a balance which represents higlicie@ respect of his share in the produc-
tion of intermediate products (semi-manufacturesshare to which he is entitled, but which
is now almost entirely controlled by the financierpartnership with the industries’ price-
fixer.

It is a little difficult to state with any accuragyhat proportion of cost prices ought to be,
because of the distorting effect of waste, sabotage aimless luxury.

| am making some rather tedious investigations thts, and | can only say that | am
convinced that even now prices are several timesigh.
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XV
LEFT-WING TAXATION

UNDER whatever name the parties to political controversiey pass locally, whether
that of Conservative, Tory, Liberal, Radical, StistaCommunist, Republican, or Democrat,
it does not require very much acquaintance withstligect to recognise that they represent,
wherever found, certain broad attitudes of mindohkare conveniently described by the con-
tinental terms “Right Wing,” “Centre,” and “Left Wg.”

This is generally recognised. To a lesser degtégalso recognised that extremes meet,
that the extreme Right Wing reactionary, and th&eaxe Left Wing revolutionary, are
fundamentally similar. There is little but a diféerce in form and mechanism between the
ideas of a Mussolini and a Lenin or Trotsky, andytlare identical in their contempt for
liberty, and passion for the rule of centralisextéo

It is elementary to observe that in such casebagadlitical systems of Russia and Italy,
we are spectators of the ultimate incarnation sysiem of thought. Since the distribution of
this system of thought is not confined to the caestin question, we should expect to find
evidences of it elsewhere. | think we do find suhdences, and as they are specially
plentiful in the field of taxation, that field wifllly repay a little attention.

To observe that the extreme revolutionary has aipagor the imposition of taxes is to
state the obvious, and it would be true enoughatotkat this passion might be explained,
firstly as an exhibition of the revenge complexd @o far as intellectual processes enter into
it, as being based on the idea that the poverth@fpoor is due to the richness of the rich.
Similarly, the acquiescence of the Right Wing remary in taxation, so long as it penalises
the less fortunately situated, might be put dowa toore or less conscious recognition of the
fact that as taxes have to be paid in money, thesrofthe population can, by taxation, be
kept in a position of subservience to those fronomtalone money can be obtained.

It can be found by anyone who will take the troutdlénvestigate the matter, that these
mental attitudes have certain characteristics grane to taxation, which are more subtle, and
one of these is the marked preference of the eidgtenind for direct taxation, in the form of
income tax, inheritance duties, the capital levyd ao forth, as opposed to indirect taxation
of the nature of duties on articles of a consumahbtere.

An examination of the fundamental nature of diraat indirect taxation, however, is
sufficient to explain this phenomenon. Direct té&xatis involuntary, and it is deflationary.
Income tax and other taxes of a similar kind musiye disregard more or less irrational
modifications such as exist in our own taxationteyys be paid by everyone. The taxpayer
has no power of discrimination, and he falls intorigid classification of which the
determinant is the state of his bank book. Thetfzatt one man with an income of,8Q0 per
annum may spend a major percentage of it in fogjetet us say, the betting industry, while
a second with a similar income may devote the sproportion to an investigation of the
cause and cure of cancer, is a distinction witlaodifference to the collector of taxes. On the
other hand, a tax upon tobacco gives to the indaligower of decision as to whether he will
pay it. If he feels strongly on the matter, he neetbuy tobacco.

It is well understood that taxation in its prestorim is an unnecessary, inefficient, and
vexatious method of attaining the ends for whicls ibstensibly designed. But while this is
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so, there is, of course, a sense in which, whikeapg enterprise and public services exist side
by side, taxation is inevitable. Public serviceguiee a provision both of goods and human
service, and the mechanism by which these arefér@med from private enterprise to the
public service must in its essence be by a fortaxdtion.

Now just as there are two methods in theory by Wwiihe unearned increment of associa-
tion, which we call public credit, can be distriedf these two methods being either a grant of
“money” or a general reduction of prices, and theice between these two methods is one of
practicability and not of principle, so there antmethods by which this transfer of goods
and services from private to public use can beiobth the direct and the indirect method,
and it is curious that we have such a tendencydistion the direct method, with its crudities,
complications, and inequities. It would be both gienand practical to abolish every tax in
Great Britain, substituting therefor a simple sai@s on every description of article, and,
apart from other considerations, such a policy @Waekult in an economy of administration
far in excess of anything conceivable within thails of the existing financial system. Why
do we not do it? | think that in essence the anssvsimple.

What we may call, for the purposes of this presetitle, “the taxing mind,” is obsessed
with the idea that it has a divine mission to refothe minds, morals, and manners of
humanity by the aid of its favourite instrumentattvocates taxes on tobacco and whisky,
primarily possibly because it thinks the countrysmnbave the money, but antecedently
because a number of quite possibly foolish peopieyesmoking tobacco and drinking
whisky. In some cases, notably in the case of entenent taxes, it is quite openly postulated
that pleasure and, in particular, luxury of anydkis in its very essence suspect, and ought to
be satisfied to be specially heavily taxed. Thisaichas such a general and unthinking
acceptance that it is almost axiomatic to assuraeahything connected with industry must
take precedence in importance to anything connesidd leisure or enjoyment. The cul-
mination of this idea is the tax on income. Now,sinpeople know quite well that popular
“sentiment” of this or any other character is of thature of steam in a boiler—its results
depend not so much on the steam as the use whitlade of it. The manipulators of the
steam are deflationists (bankers, generically Spgakand the passion for direct taxation is
exactly the steam necessary to work the deflatiachime to the end that money may be
scarce and that the banker may control both ingastd population.

The practical importance of the foregoing consitlers lies in the fact that the
admixture of “moral” considerations into the questof finance and taxation is probably the
most potent factor in the prevention of rationaldifioation such as that embodied in the
Social Credit idea. It is increasingly clear to meany rate, that the majority of those who,
while eager to assist, are not suited, either bypFament or inclination, to become experts
on the technical aspects of these matters, coulibdgreater service to the cause which they
have at heart than by concentrating on this asgfebie question. It has many times been my
own experience in dealing with individuals who ntigiave been of signal assistance to an
effective check on the financial monopoly, thathe last resort their true objective was not
the solution of industrial or political difficultee but the imposition of their own particular
form of morals upon the community by the agencyeobnomic Government. Until the
validity or otherwise of this attitude has beenimitfly settled, there can be no advance.
Government by economic restriction is fundamentaligompatible with either maximum
output or maximum efficiency.
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Nothing has done more to destroy that real, if ssha misunderstood, “brotherhood of
the trenches” than this question of taxation, withich, in Great Britain, is closely associated
the wicked misuse of the word “dole” in connectigith unemployment insurance, a device
which was diabolically calculated to produce theiession that the tragic results of banking
policy were due to the incubus of a shiftless gevlat.

Recently Mr. Justice Rowlatt, to his great creldés denounced the calculated obscurity
in which the statutes governing taxation are ingdlvThat is a most hopeful symptom of the
growing revolt. 1 do not think that any manipulati@r even reduction of taxation will
effectively deal with the problems of finance. Bu¢ shall be progressing when taxation is
recognised for what it is—a Machiavellian device fioe further enslavement of both those
who clamour for it and those on whom it is imposed.
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XVI
THE STARTING-POINT OF MONEY

THE publication of the report of the Mond-Turner Comrfece on industrial relations
seems an opportune moment to consider the posgilli probability, of any such con-
ference arriving at a solution of the problems withich it professes to deal.

To what extent the draughtsmen of the report angased by the conviction that they are
going to the root of the matter, | cannot, of ceurattempt to judge. Lord Melchett (Sir
Alfred Mond) has made it clear enough during thst f@w months that, so far as he is con-
cerned, he is under no delusions as to the prepatmig importance of finance in any
consideration of industrial relations. Evidencaas wanting that, some years after the know-
ledge can be much good to them, Trade Union leaglersalso aware that there are some
things that they do not understand about the megstem.

But, however this may be, it is clear enough that Conference as a whole does not
propose to attack with any vigour the real probl®&lor is this surprising. Apart from lack of
technical knowledge in the actual delegates toaQbeference, it is evident that the premises

to a technical examination of the problem haveyebvteen decided, or perhaps apprehended.

Now, for the purposes of this article, there aredhalternative suppositions in regard to
the industrial system. The first of these is, tihas a disguised Government, of which the
primary, though admittedly not the only, objecttesimpose upon the world a system of
thought and action. The second alternative hastaigesimilarity to the first, but is simpler.
It assumes that the primary objective of the indaissystem is the provision of employment.
And the third, which is essentially simpler stifi,fact, so simple that it appears entirely unin-
telligible to the majority, is that the object dietindustrial system is merely to provide goods
and services.

It is a tribute to the immense flexibility of fine@, considered simply as a tool, that it can
be adapted without very great difficulty to meed tequirements of any one of the three fore-
going premises. And the adaptation is in essencsimaple, although as radical, as the
difference between these premises. DisregardinthBomoment details of mechanism, it is a
matter which is dependent upon the point of or@imoney.

It is axiomatic to students of monetary science, tabithe present time, for all practical
purposes, money originates with the banking systeoh that our industrial and economic
system consists of three components, the finanogonent, the employer or entrepreneur
with his army of employees, whom we may for coneene call the producer, and his

market, consisting of the total population in ispact of consumer, and also other producers.

It is also well understood that the money whiclgioiates in the banking system reaches the
consumer through the agency of wages, salaries,dandends, all of which go into the
prices of articles consumed, and return to the ingnkystem through the agency of these
prices.

With this preamble, it may be useful to consider fimancial conditions under which a
company with a capital of, let us say, £10,000 afgs. It buys a certain amount of land,
buildings, plant. It employs men, and pays themesa@and it buys materials from other
concerns. From time to time it finds it necessarypuy fresh machinery and to put up new
buildings. It would like to charge the cost of timschinery direct to the purchasers of its
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own products, but it is somewhat hindered in timspée and amiable idea by competitors,
who to some extent make a market price for thelarthat it produces, which price is inde-
pendent of specific costs of production, althougithpps, governed by general cost of
production. Consequently the cost of this machinety., though imustultimately be paid
by the general public, is paid by instalments.

Now, as an observed fact at the present time, attaially happens is that the capital
account of the undertaking shows a general tendeéocle transformed from what is
ordinarily called liquid capital, that is to sayrkacredit, into fixed capital, that is to say land,
plant, buildings, etc. Observe that thisust happen unless all the money expended for
buildings, plant, etc., in addition to wages, selgrdividends and cost of raw material is
charged to the purchasing public during a givenoawting period. In passing, it is not
without interest to notice that all the “writing Wo” which takes place in the accounts of
such a concern is applied to the fixed capital motdo the bank credit.

Supposing for the moment that this process goesuronterruptedly, a time must
inevitably arrive in which the concern in questiamile its accounts show a profit, yet has no
money, i.e. liquid bank credit. There are only womrses open to it; it can apply to the public
for more money, that is to say, it can increasecdpital, which of course is merely a
preliminary to the repetition of the process andhier depletes its available market, or it can
go to the bank and obtainl@an on the security of its fixed capital. The meanofgthis
requires the most careful attention, becausetlitad<ore of the industrial situation.

Money, using the word in its most comprehensivesedn include amongst other things
bank credit, is an effective demand for goods amtices. The undertaking which we are
consideringoorrows from the bank bank-money in exchange for a lient®mwn property.
At the cost of labouring the point, let it be refgehthat a lien on the fixed capitalgezenin
return for doan of bank credit.

It is now well understood that in such a case #ekhs not lending money deposited by
other people; it is lending credit which it hasatesl by a process of bookkeeping, and which
costs it nothing. The thing which is lent is in&sse of the same nature as a printed bank or
Treasury note, the intrinsic cost of which was thfathe printing and paper. So that we have
the situation, that in return for something of whibe bank has the monopoly, but yet which
cost it nothing, the physical assets of the un#éertghave become mortgaged. Further, and
taking the industrial situation as a whole, the tig@ge can never be paid off, because the
mortgagee is in possession of the only mediumbaak credit, by means of which the mort-
gagor can obtain release.

It will at once be seen that this situation is imgically bound up with the fact that
effective demand starts from the banks and is daghby them as their property. A little
consideration further, however, will make it clghat any possible justification for this
situation must rest on the assumption that the Isgstem is a governing system possessed,
either by common consent or inherent virtue, ofrsaope economic sovereignty.

Now, as is fairly well known, this is not my vieut it is not very much use holding
such a view if the situation is inescapable agoairse, it is not.

Ultimately, a properly coordinated system of crésue and price regulation, which will
in effect place the point of issue of purchasingv@owith the consumer, from whom funda-
mentally it arises, and to whom in essence it lgeors the only solution of the difficulty, but
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it is clear enough that we are approaching, antdfthdy closely, to a situation threatening
the productive system itself. With a view to megtihis situation one of the first requisites is
to deal with the immobilisation of bank creditsfixed assets. There are many ways of doing
this, and perhaps one of the simplest would beatliematic writing up of the bank- credits
of any limited company to correspond with the ilas® in its fixed assets, as certified by a
chartered accountant during a given accountingpgefihe effect of this, so long as the result
was not defeated by rings of prices, would be tweloprices by enabling competitive
concerns to get a proportion of their overheadgdsout of prices charged for their product.
It would undoubtedly strengthen the hand of the ufeaturer, and in itself would do little to
meet the twin difficulties of forced exports andcdamsed human labour per unit of
production, both of which are vital to a compreheassolution. But it would at any rate
deliver us from the mismanagement of the finanti@rarchy, and in so doing would
stimulate the initiative of the class which appetrshave the right type of mind for the
attainment of a more permanent solution.
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XVII
“THE ABOMINATION WHICH MAKETH DESOLATE”

[In considering the curves shown in a diagram anftilowing page it is necessary to
bear in mind that the official statistics on whitiey are based are given in annual form, and
therefore between the yearly dates which mark tlitnates the curves are, necessarily,
interpolated. This, in all probability, accounts their slight displacement from the events
which seem to have controlled them.]

I T is an unfortunate defect in our attitude towards&n affairs that we place an inordin-
ate value upon human life, but a trivial value ugmaman happiness. You may subject an
employee or a member of your family to persisteahtal and physical cruelty in the form of
bad working conditions, unjust treatment, and aiagyother minor and major inhumanities,
and within very wide limits (and in particular iby do not exceed the conditions which are
accepted as normal) it is unlikely that you wilceeze much criticism. You may lend a
widow £20 and make her life a misery by the recpwrinterest at 75 percent per annum,
and unless, as is most improbable, she herself tddee matter into court, nothing will be
heard of it. But if the widow’s son, goaded by histher's misery, in a fit of uncontrollable
rage waylays the money-lender with a coal hammed, removes that gentleman to other
spheres of activity, the son will, in all probatyi)ibe hanged, after the whole tremendous
machinery of the law has automatically been setmiotion for his apprehension and
destruction, and the mother will be rendered stdre miserable.

In consequence of this curious disregard for lorayeh-out misery, and the
disproportionate solicitude in regard to the fiteimination of it, there are no statistics of
human unhappiness until that unhappiness becomeslsarable that the sufferer feels that
it can no longer be endured, and himself placesri@g to it by suicide. When such a climax
has been reached, however, society immediatel\s takeeffective interest in his remains. It
employs scientists to ascertain the physical cafiskeath, and detaches citizens from their
normal pursuits in order that their observationgtenstate of mind of the deceased, who for
the first time becomes interesting, may be recaréethlly, the suicide becomes an item in a
book of statistics, and is available as the rawenatof a curve.

It is evident, | think, that one may regard suicaie being the culmination of a long
period of unhappiness and mental or physical sti@#sough not all mental and physical
stress culminates in suicide. If, therefore, we fiad a set of statistics which in the main
vary in accordance with the statistics of suicide ave, | think, in a position to say, in the
phrase of the mathematician, that one set of 8tatis a function of the other; that there is
something which connects the two sets of statistics

Now a glance at the graph is sufficient to show tre of the curves is a function of the
other. In fact, the variation of one curve in adaorce with the variation of the other is most
remarkable, and is sufficient to show that therigation of any other cause not allowed for
in the plotting of the two curves is surprisinghyimportant. Where two curves vary together
one of them is called the “dependent variable,” #mel other is called the “independent
variable,” and we have therefore to decide wheithisrsuicides which cause bankruptcies or
bankruptcies which cause suicides. This dilemmal me¢ detain us long. We have only to
examine the recorded reasons for bankruptcieshandetaisons for suicides to find that while
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financial worry is the commonest predisposing cafsiicide, suicide is almost never given
as a predisposing cause of bankruptcy.

We can, therefore, deduce from official statisttbhat the greatest factor in human
unhappiness is financial worry, of which bankruptesty be regarded as the final stage. We
can also deduce from the same statistics thautthappiness is not inherent in the nature of
things, but is a definite and traceable result pbhcy, human in conception and human in
execution. On the basis of the curves shown, hudistness, mental and physical, in this
country has increased by more than 100 percenthéenlast ten years, and that increase
coincides with the period of office of the pres@uvernor of the Bank of England. | have no
doubt at all that he would be horrified to beligbat he had doubled the misery of this
country in ten years, and very probably had bestrumental in a similar situation in all
those countries where the policy of the Bank of IBng has become effective. But while |
should not suggest for an instant that Mr. Normas lbeen actuated by anything but what he
considers to be the best motives, | think thas itimne that our English convention (that no
individual is responsible for the policy which harges out if he does not originate it) should
be dropped, and that Mr. Norman should be identifigth the results of the Bank of
England’s policy, so long as he remains GoverndhefBank of England.

| fear it will not happen, but if a few rough, valgmen could express to Mr. Norman
their rough, vulgar opinion of a policy by which glish and Scottish men and women are
being butchered to make an international finaneaiday, it might act as a stimulant to his
imagination—if he recovered.
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XVII
MR. H. G. WELLS AND CREDIT

MR. WELLS has been writing about credit. In an article infamerican magazine of wide
circulation he chides, very gently, the bankers.ddoker could feel hurt about it. In common
with most Socialists, Mr. Wells, while having hadvarious times many hard things to say
about the “Capitalist” and his exorbitant profith)ich have recently been calculated as being
on the average about 2 percent, evidently feeldrang measure of sympathy for the
financier, whose disclosed profits are generallpual?5 percent, and whose undisclosed
profits we know to be incomparably higher. This gwathy, which is very noticeable in many
Socialistic quarters, may be due to a common dédsireontrol things and men without
understanding them. | do not know. But the sympathigts.

While making it clear that he feels that the bagkiraternity consists of men of honour
and skill in routine (and we confess that, on thel, we agree with him), he is concerned
to inquire whether or no they have any conceptibwloat they are doing, or where their
policy, if any, is leading us. Towards the end isfdrticle, however, he mentions “the growth
of a world system of co-related and co-operativetred banks may be, as people put it, ‘a
natural development,’” but also . . . there may hehmmore deliberate intention and lucid
understanding in that process than appears onutffiécse.” You will see from this that Mr.
Wells is beginning to be exercised upon the retatnerits of the “It-just-growed” theory, or
the “Plot” theory, and rather hopes the “Plot” theis correct.

You must not imagine that Mr. Wells is thinkingtbe “Douglas Scheme.” We know he
is not, because he says so, although, curiouslygimat is the first thing that he mentions in
referring to the growing volume of criticism diredt against the orthodox economist and
financier. After remarking that he knows nothingatdver about finance, which will, we
think, be generally agreed to be superfluous, dad he is writing on the subject under
invitation, which is extremely interesting, he lagswn the three considerations which his
ideal money system ought to fulfil, and it is thesmsiderations which are specially worthy
of our attention, because | think that in a tabloian they express the philosophy not only of
Mr. Wells, but of the banker and, let us say, Srik¢rt Samuel.

The first of these may be quoted in full . . . “Thnst is trustworthy wages. By that is
meant a payment for a day’s work . . . that willety keep its promise to the worker. It must
represent absolutely stable purchasing powelf the worker chooses to hold his wages for
a time, he must find that they will still buy whag reckoned to get when he obtained them.”
The second requisite he places as “security of eynpént.” The third requisite is that “it,
and those in control of it, should act as a restiapon war.”

Before commenting upon these visions separatefyldeconsider the root idea under-
lying all three. It is that Mr. Wells in particulaand certain unspecified banking experts in
general, either already know, or easily could kneWat is good for the rest of the world, and
ought therefore to be put in a position to maker thvél effective. Mr. Wells himself points
out that the banking system, for instance, is aenp@werful mechanism of control than has
ever existed in the world before, and, at any katamplication, that its results are more
unsatisfactory than has ever been the case bdfofact, it might almost be said that Mr.
Wells demonstrates that the unsatisfactorinesseobainking system is in direct proportion to
the increase in its power. But his general remedy give it more power.
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Let us consider his first desideratum (“trustwortiwages”). It will be noticed that
“wages” are accepted as being axiomatically a sanstitution. No glimmer of the tre-
mendous physical revolution involved by the transfielabour from the backs of men on to
the backs of machines, and the consequent inadggfianytheory of wages whatever to the
new conditions, appears to have reached him. Rurihe rapturous folly of the idea that a
piece of printed and water-marked paper, or otheney token, if put away in a cupboard,
can, in some mysterious way, ensure that a cemamber of loaves of bread can also be put
away in a cupboard and deteriorate neither moreless than the piece of paper, and
consequently can be produced at any unspecifiedenbthat the “saved” piece of paper is
produced, appears to be present with him in aneafarim, in spite of his reference to
Professor Soddy. His conception of the word “trusthy” denies to the wage-earner for
whom he is so concerned, any hope that pricesfallll and thus shuts him out from the
benefits of progressive efficiency.

In regard to his second requirement, does Mr. Wekt$ so confident that the modern
world is enamoured of economically compulsory indak employment to such an extent
that it wishes to be secure in it forever? Has éxenheard of people who hope some day or
other to get into a position in which, so far fris@ng secure in employment, they would be
secure from thanecessityof it? Is he quite sure that all of these arekstg examples of
original sin, and that only, for instance, the awbbile manufacturer, concerned to secure
foreign markets from his rivals at the cost evemwaf, is a true exponent of an inward and
spiritual grace?

The fact is that, whatever may have been the ca#igei past, Mr. Wells is becoming a
dangerously loose thinker. He says, for instancéheé article under consideration, “I am not
setting myself up to lecture bankers and financiers | would as soon propose to tell M.
Voisin how to build an automobile. But | am perfgqustified in telling M. Voisin of any
difficulties | find in the practical use of his amobile.” Quite so. Mr. Wells is not, however,
justified in telling M. Voisin, not only the sorf automobile that he thinks he would like, but
also the sort of automobile that he thinks we sthdilde. They are probably quite different.
Still less is he justified in urging M. Voisin t@mer the automobile market. And least of all
is he safe in suggesting that M. Voisin, or anyaiee, should control not only the
automobile market, but the bread, clothes, andihgusarkets. But that is exactly what he is
suggesting. From which we may gather that Mr. Wiedls not taken the trouble to grasp the
essential antithesis of money and, say, an autdejoini spite of the fact that when he
acquired the one he parted with the other.

Then this question of making a financial system acta “security against war.” As |
believe | have said elsewhere, the average marne wht perhaps representing the pure and
undiluted light of wisdom, is not such a naturatrbtool that, having been maimed, blinded,
killed, or impoverished in the last war, he regsirestraining from war as an amusement.
Just as Mr. Wells fundamentally mistakes the nadfiraoney, so also he mistakes the causes
and the nature of war.

The technical definition of war accepted by thosmse business it is to understand war
is that it is action taken for the purpose of impgsyour will upon your adversary, or to
prevent him from imposing his will upon you. Mr. W& contribution to the consideration of
the problem of preventing war as thus defined im#&dke such suggestions as he can, to assist
in the imposition of some unspecified will upanter alia, the unhappy British public, and to
prevent them in the last resort, which is war, fra@sisting that imposition. If his words do
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not mean this, they do not mean anything. Like otBecialists, such as Mr. Winston
Churchill, Mr. Philip Snowden, and Mr. Otto Kahn,rMNells is an advocate of wars of
aggression directed against the individual.

Of course, it is easy to see where the divergerisesabetween Mr. Wells, the orthodox
banker, and, let us say, Sir Herbert Samuel, otieehand, and a large number of people, of
whom | am one, on the other hand. Mr. Wells febkt wwhatever Johnny is doing at the
moment, someone ought to run and tell him he mudtr@m with him to the extent that |
think Johnny is very likely to be up to a certamaunt of mischief, but as a purely practical
proposition, he will get over it quicker and grow sooner by burning his fingers than by Mr.
Wells or anybody else persistently running andnglkiway the pretty matches. Of course, if,
like the would-be Napoleons of finance, he playthvhiigh explosive, he will be blown up,
but that may be all for the best. To relinquish ldneguage of metaphor, it appears to me that
there are nearly always two methods of dealing it situation. One is to force the com-
munity to accept the situation whether it likeitnot, and the other is to ameliorate the
situation. | am not so impressed by the intrinsipesiority of those who fill the positions of
power that | want to make it simple for them to tditne first method.

While | should be the last to minimise the existerar the extent of the economic
distress in Great Britain, for instance, at thespre: time, there is a sense in which that is not
So important, even to those in distress, as cedthier and more intangible conditions which
exist, and are growing. Believing, as | do, thairemmic independence, security, and what is
called a high standard of living, are the basisvbrch a satisfactory civilisation can alone be
reared, it seems very clear to me that a genelvail-foundedbelief that no artificial
restrictions are placed in the way of any individuaattaining these things is vital. It seems
to be a very grave matter, then, that there isoavigng disbelief in the natural sequence of
cause and effect. By way of illustration a stroraglé union has come to be considered the
better way of getting a high wage than is an irseean economic efficiency. Taxation,
amounting to legalised robbery, is an easy ana®e substitute for genuine statesmanship.
It is demonstrably far easier to make money by malating share-counters than by starting a
business, or by working with the object of achigvphysical results, and easiest of all to
make it by lending it. In general there is a rapigtowing feeling that the whole financial
and industrial system is what is popularly calledvangle,” and that the only sound thing to
do with it is either to break it or treat it asane. If that feeling grows, a situation may arise
in which the psychology of credit has been destloi#o credit system would work then.

Therefore | do not think that any of Mr. Wells’ ddsrata are worthy of serious con-
sideration. What is required of the money systdmang rate in my opinion, is not that it shall
be twisted still further into a mechanism for impgsanyone’s set of ideas upon the world,
even to please Jehovah, but that it shall formthftd reflection of physical facts without, if
it pleases you to put it that way, having any ptolehy behind it at all. It does so happen that
a money system which would reflect the physicakdaaf the productive system would
coincide with an extraordinarily far-reaching plsilgphy, but that is, as one might say, by the
way. It is very much better that philosophies sHdallow facts than that facts should be
constrained in accordance with philosophies.

When and if such modifications to the money sysesnare necessary to meet this
requirement are made, one of the first results bl that the sense of frustration, which is
so much resented at the present time, would bevezli and we should have a restoration of
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the belief in the efficacy of vigorous effort, whi¢ think we are losing very rapidly. Perhaps
Mr. Wells will think it over.
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XIX
LUNACY FOR ALL

IT is said that humour consists in the juxtapositibthe unexpected, and it has further
been remarked that as God is the Absolute, aneé tteer be nothing unexpected to Him, He
can have no sense of humour.

These meditations are provoked by the perusdlhef Timesof December 14th, 1927.
One would not be accused of accepting entirely authreservationThe Timesas the
absolute, though the frivolous have been known dferrto it as the absolute limit.
Nevertheless, it is not the organ to which our gids immediately turn when in search of
humour.

Just as the gods—Iet the plural be noted—occadyodakcended from Olympus, so
there is a suggestion that the third “leader” & igsue in question, which bears the title we
have ventured to appropriate for this article,aswithout a certain unexpected relation to the
news column which faces it, and is physically,rat eate, in juxtaposition to it.

The leader commences in the authentic manner.niees that “The news that the
country is going slowly but steadily mad will becegved with mixed feelings.” A little lower
down it proceeds, in words which we cannot helprayppating in spite of the unsuitability of
the description, “Men of finer mould, whom eventeitous bankers cannot command, may
yet feel a certain poetic justice in a state oéiaf which must be regarded as a triumph for
the moon.” So ruminate the gods. Let us turn todbmpany they keep. It is called “The
scheme for regulating the coal mining industry afrkéhire, Nottinghamshire, and Derby-
shire.”

As reported byrhe Timesthe main details of the scheme are as follows:
1. Alevy of 3d. a ton on all the coal raised in teddrated area.

2. Financial assistance from the fund thus createdotberies engaged in the export
trade.

3. Regulation of output during the period that wikhese before the export tonnage will
be raised to the required amount.

The Timescorrespondent remarks, with a notable absencatbfisiasm, that the object
is to establish the prosperity of the coal-fieldgsdimulating exports, and to free the home
market from the competition of the coal which a¢gant cannot find a market abroad. In
other words, and to put it quite simply, the objefcthe scheme is to still further cheapen coal
to the foreign buyer, and raise the price of ith® home buyer.

Now | believe that in those institutions devotedhe care of persons afflicted with an
infirmity of the mind, it is recognised that itm®t pragmatically useful to laugh unduly at the
gentleman who informs you that he is a poachedaggigthat, like St. Paul, though for other
reasons, he dies daily. Rather is it useful to picttee situation and converse gently with him
on the manners and habits of poached eggs, andulbie devices by which they may
prevent themselves from appearing on the breatdat. For this reason, and for no other, it
may be desirable to refrain from a demand thaewbimeasures should immediately be taken
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against persons who put forward such a schemeea®tbgoing, but to accept the situation
suggested by thEimesleader, dealing with the afflicted accordingly.

Let us begin at the beginning. Coal is real wea#ttdistinguished from money, which is
a claim on wealth. Further than that, coal is meahlth of a very special kind. While there
may be a great deal of it, that quantity, thoughdais finite, and for all practical purposes
irreplaceable. So far as Great Britain is conceritad not only wealth of a special kind, but
it is wealth of a unique kind, since it is, to ameovhelming extent, our main source of
power, and the fact that our natural resourcesveatdr power are small and we have no oll
deposits of any consequence renders coal (not, i@ad, the money obtained from selling
coal) more important to us, possibly, than to athepcountry in the world. That is the first
point to be borne in mind. The second point whigreally think ought to be obvious to any
persons not mentally afflicted is that you cannaiwgrich by sending wealth away from a
country. The orthodox justification for exports, ialnis not the true reason for exports at the
present time, is that you export wealth in ordeinport wealth in exchange for it. Even
taking this erroneous explanation of the preseasar for exports as being the correct
explanation, it seems a little hard to understaiy \&nyone should devise a scheme to
exchange a ton of coal for less imports than wawdnally be obtained for it if the scheme
were not in operation. But the fact is, of coutbat the very last thing that the industrialists
of this or any other country want, is to obtain ortg in return for their exports. It so happens
that on the same day that this remarkable schemsepwialished inThe Timesthe National
Union of Manufacturers presented a powerfully suigab petition from their Liverpool
centre to the effect that a tariff should be plaoadall imports, with a view to substituting
British manufactures for foreign manufactures.

At this point, the gentleman who has persuaded dlintisat he is a poached egg will be
sure to observe that we have to export coal becaas# not grow enough wheat to feed our
population. There are obvious reasons why our agatien with him at this point is better
conducted out of earshot of the rest of the inmdiesause a number of them are struggling
with what they call the agricultural problem, whicbnsists in the lamentable fact that as a
British farmer cannot sell at a profit wheat that does grow, more than two and a half
million acres of arable land have gone out of gatibn since the war, and, superficially at
any rate, he would be justified in objecting withrse vigour that, according to the foregoing,
the more coal we export the more certainly wouldjdénto bankruptcy.

The matter might be pursued into the many ramibegt involved by questions of this
character. It might be mentioned that the immediasalt, for instance, of selling coal to,
say, Germany, under the light of the moon, in themner, would be to force down the wages
of the German miner so that German coal would leaigint down to a competitive price,
with the result that the purchasing power of then@a miner would thereby be depressed,
his power to take goods off the German market wdwdddecreased, and the German
industrial system would be still further under thecessity of increasing its exports in
competition with those of our own manufacturers.

But the serious point which, | think, must be ewide®o anyone who will consider this
scheme for five minutes with an unprejudiced misdthe point which is becoming so
remarkable in all questions of policy in this cayneand which may be expressed in the form
| ventured to use in the preface to “Social Créditat “the Devil is God upside down.” The
scheme in question bears a considerable familpdg&s to the scheme for the mining industry
which, with Mr. Orage, | put forward in 1919, withe trifling reservation that it produces
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exactly the opposite results and accentuates @rtigulty which that scheme was intended

to meet. It is intended to raise the price of ¢cogdhe home consumer instead of to lower it; it
is intended to lower the price to the export bugerd so lower the return which is obtained
for our coal, instead of to increase it. It is eeqsly, though of course not consciously,
designed to assist in the rapid arrival of the meat rather than to avert it. It does not expand
National Credit for the benefit of British natiosalt diminishes it.

On consideration, | cannot help thinking that tleader writer ofThe Timeshas
understated his case. We are not going mad; we gane mad. | don’t know what their
industrial competitors think of our Captains of listty, but they terrify me.
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