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PREFACE ON USURY

HE aim of this book is to show that the causes for the

present widespread individual, industrial, political and
international unrest must be sought in the financial system, and
in that only. More specifically, that this system, under whose
archaic dictates we all necessarily live and suffer, is based on
and entirely motivated by usury—which is itself the genesis of
all hatred, fear, suspicion and war.

In order to do this, a somewhat detailed examination of
existing financial processes has been undertaken. This has
hitherto been considered the exclusive province of financial
and economic experts. It is imperative to-day that it should
be regarded as a matter for everyman’s judgment.

The fact that certain sections of the book are somewhat
technical, does not mean, therefore, that it has been written
solely as a challenge to financial theorists. This book is
written for the ordinary man, and its main implication is
sociological.

The present intolerable position, which the writer believes
to be merely the preliminary stage in the complete breakdown
of the monetary system throughout Western civilization, is the
living * reductio ad absurdum * of a condition which is implicit
in all forms of sociology under usury.

Modern civilizations, as well as those of the ancient world,
have been built up on and were of are being broken by usury.
The expansion of a nation or empire depends fundamentally
on the expansion and maintenance of its debt-structure. So
long as interest-payments can be made with respect to an
increasing debt-structure, national or imperial entities can be
supported or extended. In the last analysis, however, these
interest-payments can only be transferred through the com-
plementary degradation of certain classes within these entities
and the commercial exploitation of retrogressive or undeveloped

M.I. I B



2 PREFACE

countries outside them. The spectacular rise of communism
and socialism in the last eighty years shows that this internal
exploitation is now receiving organized opposition on a world
scale. The position with regard to external exploitation will
be discussed in some detail in the succeeding paragraphs.

For hundreds of years, the civilizations of the West have lived
at the expense of the East. Interest-payments due on Western
capital have been made possible by the creation of slavery con-
ditions in the Eastern countries. The jingoistic paraphernalia
of Western military power, state, church, and law derive from
and are entirely subordinate to the financial and commercial
processes which brought about those conditions. For if, in
the military campaigns which extended the areas for Western
exploitation, the Bible has followed the sword, both priest and
soldier have followed the usurer.

In this century, the Eastern countries have come to an aware-
ness of these financial and commercial processes, and are now
prepared to accept, to some extent, the continuance of slavery
conditions, at the dictates of financiers, so as to further a new
and aggressive policy in the world market, with respect to both
industrial and agricultural products. In this policy, the most
powerful weapon of the East is the low standard of living to
which its workers have become inured during centuries of
Western oppression. They are, therefore, able to produce and
sell at prices with which the West cannot compete.

The chief “ advantage ” of the East, that is to say, in the
coming suicidal struggle for economic supremacy, derives from
the miserable conditions which have been created there by
Western domination. Under usury, it is the exploited who
finally exploit the exploiters, until the wheel once more comes
full circle and the same punitive justice again comes into play.
The rise and fall of civilizations are but episodes in the history
of usury. ,

There are two forms of usury. The major form is that
represented by bank loans, and the minor form by the creation
of interest-bearing savings and investments which go to make
up the debt-structure in every country.

A fact which is not, but which should be, common know-
ledge, is that all money, in and out of circulation, now comes



PREFACE 3

into existence as an interest-bearing loan in favour of the bank-
ing systems of the world. This major principle of usury is
administered by an international organization which functions
through the central banks and large financial agencies of Wes-
tern civilization. The minor form of investments is sporadic
and individualistic—even when controlled by international
commercial combines—but derives from, and, in practice, is
dominated absolutely by the major principle of bank loans.

It is important, therefore, to realize that we are all usurers—
from the child who deposits his mite in the penny savings-bank
to the international syndicate of money-lenders which operates
through the Bank for International Settlements and the League
of Nations machinery at Geneva—and that the universal adop-
tion of this evil and disruptive principle, against the teaching
of all the highest philosophical and religious examples, is ratified
by common consent and full legal authority.

Psychologically, usury is based on the desire to get some-
thing for nothing. In practice, it promotes a process of inter-
ference, by the accumulation of debt-claims, in the flow of the
medium of exchange, i.e., money. The spending of money is,
at one and the same time, the promotion of this flow and the
creation and consumption of commodities. The progressive
accumulation of savings and debt-claims (misleadingly called
capital) is the damning up of this flow and the progressive
restriction, first of consumption, then of production, and so,
finally, of both. The secondary flow created by the invest-
ment of debt-claims can only be maintained by the indefinite
extension of the area for exploitation.

As the world is a self-contained entity, and as we are all
simultaneously both usurers and consumers, the progressive
accumulation of debt finally operates to restrict the creation and
exchange of material and psychological values throughout the
whole of society. Debt, in fact, is nothing more or less than
a fantastic abstraction, called out of the deeps of man’s sub-
conscious, ultimately to confound debtor and creditor alike.

For, as statistics go to prove, debt automatically increases
at a faster rate than production, so that there inevitably comes
a time when goods go into pawn faster than they are produced.
When these countries (e.g. of the East) which were formerly
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exploited to pay a large part of the interest-claims due on
accumulated debt, not only show less disposition to do so but
begin to establish external debt-claims of their own, an impos-
sible position of tension is created. This attempts to resolve
itself by a desperate competition for the disposal of mounting
*“ surpluses ” in the world market, so that foreign currency for
the payment of interest on external debt can be obtained. The
result of this is, firstly, an accelerating competition in internal
wage slavery in all countries concerned, and, secondly, when
these conditions become insupportable, revolution or war. The
World War itself was not a cause but a symptom of the present
decline.

In the past, this progressive accumulation of debt-claims has
brought about the ruin of civilizations as single units. Three
civilizations in the American continent rose and fell. Baby-
lon, Egypt, Greece and Rome fell. But now the nations
are so interlocked by modern means of communication and
transport, by international debt and exchange parities, that a
civilization which encompasses the world is threatened.

The reconstruction proposals in Part III of this book are
therefore concerned with the details of a mechanism to effect
the abolition of usury in all its forms. The end of this would
be the gradual elimination of all debt-claims and the establish-
ment of a system of free money to facilitate and not obstruct,
as at present, the complete distribution of the whole product
of industry to consumers. This would not necessarily involve,
as is commonly supposed by socialists and communists, the
abolition of the profit system and the nationalization of the
productive processes. The abolition of the principle of money
interest on money lent would itself remove anomalies and
desperate injustices which are supposed to reside in capitalism
and the profit system.

Since the writing of “Das Kapital ¥, Western capitalistic
exploitation, now faced by the aggressive commercial retalia-
tion of the East, has necessarily given way to purely financial
negation. Nearly all the creations of the nineteenth-century
capitalists—such as, for instance, the power-locm cotton in-
dustry of Lancashire—have been broken by usury. Inter-
national finance, like the international armaments racket which
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it has spawned, knows no boundaries, geographical or cul-
tural, and if the end of the latter is destruction, the end of the
former, consciously or unconsciously, it matters not which, is
universal degradation and slavery.

In attempting to trace out these developments, the writer
refers specifically to the so-called principles of British and
American banking. As the British system is the more highly
developed, the more “ stable ”” and the more in accordance with
the declared ideals of bankers, he has based his argument mainly
on a discussion of its methods. Eight years’ residence in the
United States has familiarized the author, to some extent, with
the workings of the American banking and industrial systems,
and statistics are given as far as possible, from both American
and British sources, at each stage in the argument. He has
thus sought to interest the reading public on both sides of the
Atlantic.

The writer apologizes for the wholesale use of quotation
marks and italics. He has been impelled to do this, be-
cause so many terms used in banking circles, as well as in
ordinary conversation, take on an entirely opposite meaning
when the bogus principles of internal and international finance
are understood. Bank * credit ” should invariably be thought
of for what it is, i.e. bank debt (and moreover as irrepayable
debt). The phrase ““ bank deposits ” is a legal euphemism, as
all bank * deposits ” derive from the progressive issue of bank
“credit”. No one, consequently, really “makes” money
except the bankers who literally create it. The term * con-
vertible currency ” is a quibble which has bedevilled mankind
for centuries. Money is not “ convertible ”” into gold for the
well-known reason that gold “ backing ™ exists in less than a
one-to-ten ratio to bank ““ deposits ”. Nothing;, in the writer’s
opinion, could be more fundamentally unsound than a “ sound ”
currency. Foreign “ trade ” is not primarily the exchange of
goods between nations, but essentially a device to transfer
interest payments due on international debt. Foreign “in-
vestments’ are simply part of the mechanism of foreign
“trade”. It is criminal to regard unsaleable goods as indus-
trial “ surpluses” while millions throughout Ccivilization
are faced with the fear or actual fact of starvation. Accord-
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ing to financial, as opposed to common-sense reasoning, the
blessings of an ever-increasing abundance and leisure become
insoluble problems of “ over production™ and “unemploy-
ment ”’.

If, on occasions, the writer may seem to be a little extravagant
or emotional in his attitude, this is because it is difficult, if not
impossible, to be consistently impersonal when discussing the
principles of so-called sciences which have brought such an
enormous amount of totally unnecessary suffering to humanity.
Banking and economics are not sciences, but academic elabora-
tions of sinister fallacies, based on superstitions which them-
selves derive from the gold idolatry of barbarism. The author
wishes to acknowledge his indebtedness to the writings of the
Editor of, and the contributors to, the “ New English Weekly ”,
a magazine almost entirely devoted to the discussion of certain
aspects of the New Economics. Where direct quotations are
used, acknowledgment has been made. But, in a few instances,
fragmentary phrases as well as paraphrases of incidental material
in editorials and articles have been used without acknowledg-
ment.

He wishes also to thank specially his friend, Mr. Schuyler
Jackson, to whom this book is dedicated. In this enterprise,
as in others, he owes much to the unworldly wisdom of this
Pennsylvanian farmer.



PART I
DESTRUCTION AND SACRIFICE
“ The Gods from above their mad labours behold

And pity mankind that will perish for gold.”
Drypen, ¢King Arthur *.



1 This by no means completes the list. It could be extended to include,
among other things, the suggestions for monetary reform expressed in
the London Chamber of Commerce Journal, the writings of Mr. A. de V.
Leigh, the secretary to that institution, Mr. Arthur Kitson’s views on
banking and currency, some of the prmmples of the Economic Recovery
Association of I[sidore Ostrer, the writings of the Boston merchant,
Edward Filene and of the late Charles A. Lindbergh, father of Colonel
Lindbergh, Mr. Henry Ford's views on banking, as well as certain aspects
of the writings of Stuart Chase, Irving Fisher, R. G. Hawtrey, J. M.
Keynes and other British and American economists.
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CHAPTER I
NEW LAMPS FOR OLD'!

HE New Economics is a generic term which is given to

a large and growing section of economic thought which
dissociates itself absolutely from all past and present banking
theory, orthodox or unorthodox, and which derives directly
from a new interpretation of the physical realities of the
modern industrial siruation. This development, in its widest
sense, includes the findings and destructive analysis of “ Tech-
nocracy ’, the main historical contention in Marx’ * Das
Kapital ” and the Communist Manifesto, the analysis of the
British economist, Major C. H. Douglas, the writings of Pro-
fessor Frederick Soddy, as particularly exemplified in his book,
“ Wealth, Virtual Wealth and Debt” (New York, Dutton’s,
1933), the theories of the Austrian economist, Robert Eisler, the
detailed evidence for the American scene as prepared and
presented by Lawrence Dennis in “Is Capitalism Doomed ? ”
(New York, Harper, 1932), certain of the theories and prac-
tices of the present Roosevelt administration, and the immature
but spontaneous expression that is in process of being actualized
in the rise of the scrip and barter groups in the United States.!
Now while this new development has shewn itself in a
bewildering variety of opinion, particularly in the reconstruc-
tion proposals suggested, the common denominator in all or
most of it, is that it accepts the existence of physical plenty
in the world and the adequacy of the physical means to dis-
tribute it, and is concerned with the invention of a new financial
mechanism which will facilitate (and not obstruct, as at present)
the distribution of that plenty to consumers. A study of the
general principles of the New Economics, disregarding the
confliction of detail within it, proves conclusively that the
present monetary system is based on an economics of scarcity ;
that it has, in fact, induced a widespread condition of artificial
scarcity in the midst of an obvious physical plenty, and that

1 See note on opposite page.
9
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it is unable to do anything except maintain and indeed intensify
that condition of scarcity.

The New Economics is an economics of abundance, and its
principles are concerned entirely with the means to the dis-
tribution of that abundance.

It is held to be self-evident that of the three processes which
make up the industrial cycle, namely, production, distribution,
and consumption, production is very well understood and
efficiently conducted by producers, that consumption is very
well understood, even by consumers who have little oppor-
tunity to exercise this function nowadays, but that the inter-
mediate stage, which effects, or should effect distribution to
consumers, has broken down because it has never been under-
stood at all. In the widest sense, distribution is, or should
be, the automatic function of the medium of exchange, i.e.,
money. So that, it is only by a thorough investigation of
the monetary system and all monetary processes that the true
cause for the present “ paradox ” of poverty amidst plenty
can be discovered. Under these circumstances, it is idle to
talk about (worse still, put into practice) proposals for new
industrial * planning > and the reorganization or “ rationaliza-
tion” of production, or to moralize to consumers about
economy and extravagance and what they ought to or have
a right to expect from their industry, until the monetary system,
i.e., the circulation of the medium of exchange, has been
thoroughly investigated and properly understood.

Further, an impartial study of the so-called principles of the
present monetary system proves that the present internal and
international efforts towards restriction of output and the
rationalization of industry are designed to protect not industry
but the monetary system which has ruined it. In general, all
schemes, on whatever scale, which are not concerned with the
distribution of a plethora of goods to a half-starved world, are
not only unethical but are certain to increase the widespread
misery, distrust and confusion which exist in the world to-day.

The general principles of the New Economics have an
enormous mass of undeveloped and unco-ordinated public
opinion behind them. The public knows that it is living
within the iron confines of a system which has somehow
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brought about poverty, unemployment, internal dissension
and the imminent possibility of international war on a colossal
scale, at a time when there is an overwhelming evidence of
plenty for all on every hand, and at a time when the dread
of war and the desire for peace is almost universal ; and it has
the sense to know that, if all nations were economically secure,
as they most certainly ought to be, under the circumstances,
there would be no talk of war, still less of Armageddon.

The conclusion of most New Economists and large sections
of intelligent public opinion is that the enormous development
of technology in this century has made possible the creation
of goods on a scale never before contemplated, and that these
goods are not distributed (are, in fact, being destroyed or
prevented from being produced), because the monetary system
isnow obsolete. The present writer goes further than this. Heis
of the opinion that the present monetary system, as a means for the
creation and exchange of human values, was always “ obsolete ”'.

The present position of the monetary system, which is the
beginnings of its complete breakdown, is the living ‘ reductio
ad absurdum’ of a proposition which first formulated itself
in man's consciousness thousands of years ago, which has
since been worked out in human flesh and blood, and which
has now reached its illogical conclusion in this century. It
now remains for man to proceed to the next stage in the solu-
tion of his problem on this planet, and the New Economics
proposes a new construction which he must put to the proof.
And it is because the writer believes that the monetary system,
in its historical development, based successively on gold, the
gold standard, the gold exchange standard and the now pro-
posed gold bullion standard, is a direct psychological deriva-
tive from the gold-idol worship of barbarism, that he has
chosen to call this book “The Modern Idolatry”. This
choice calls for a treatment at once factual and imaginative,
and it is hoped that the reader will be able to respond to both
fact and implication simultaneously.

The present monetary mechanism is “ obsolete ” because it
derives from dark and unsuspected throw-backs in the human
subconscious. It is only by realizing and admitting that these
dark places in the subconscious are part of the traditional
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pathology of idolatry that we can connect the workings of
the present system not only with such visible evidences of
destruction and sacrifice as the toleration of unemployment in
a society where actual employment constitutes the only claim
to independent existence ; with the sabotage of plant and com-
modities and the restriction of production, on a large and
increasing scale, side by side with the fact of partial or total
destitution for millions throughout civilization ; with the immin-
ence of a second international war in a world which dreads it,
which cannot * afford ” it, and which prays for peace : but also
with the desperate sense of frustration, resulting in suicide,
mental illness, neurosis, involuntary cynicism and disillusion-
ment, and every variety of psychological perversion or inversion
which is the unfortunate inheritance, or developed experience,
of every sensitive person who responds to or is brave enough
to exercise his creative impulse in life as it is to-day. It is
particularly necessary to realize this, because we have so long
been the victims of the vagaries, stupidities and the monstrous
injustices of the monetary system, that large sections of the
population in every country have come to regard even the
acutest forms of material and psychological misery as part of
the natural order of things.

If man’s material problem on this planet has at last been
solved, and this solution—now definitely held out to us by
applied science and technological development—is being with-
held from us by the barbarous anachronisms of the present
monetary system, it is important to realize that the system is
not only responsible for the present desperate condition of
mankind ; but also that, at the same time, it is preventing the
transition into an age of leisure and plenty which all impartial
thinkers must see to be definitely written into the future. The
extent of our loss and suffering is doubled therefore when it is
seen thatin forcing on us this minus of work-drudgery, starvation
and war, the system prevents us from accepting the plus of leisure,
peace and plenty which is now definitely within our grasp.

This suicidal obstinacy and incredible refusal is evidence of
the survival of the pathology of idolatry and the strength of
the grip which its modern derivative, an * obsolete ”’ monetary
system, has on the world. The primitive worshippers of gold
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accepted visible destruction and sacrifice because it was not
only approved of by priests and community, but was openly
encouraged and indeed enforced. Nowadays, we theoretically
disapprove of sacrifice and deplore the hardship and suffering
involved, but, in practice, we act and think so as to encourage
both because— -

(@) Although the gold, on which all modern currencies are
still based' (in spite of so-called departures from the
gold standard), is buried in the vaults of the central
banks of the world, its worship, in the complicated ritual
associated with “ sound ” money and the preservation
of the international debt-structure, is still enforced.

(&) Bankers and financiers, who are in supreme control and
therefore can and do dictate to governments and
industry throughout the world, are incapable of any-
thing else but administering and enforcing this worship.
Their efforts necessarily always result in * economy ”,
destruction and sacrifice, because (unconsciously) they
serve the gold idol, and (consciously) because this
service assures them personal power and affluence.

(¢) Statesmen, lawyers and educators, although supposedly
acting for the welfare of mankind, are driven into
pompousness and hypocrisy, because they are the
paid servants of a system which automatically works
against their declared objective.

(d) Of the passive and sycophantic failure of Church and
Art to lead the religious and aspirational genius o1
man against this monstrous development.

(¢) Of the creeping inertia of the public and their dull
capacity for suffering,

How much longer we are expected or are likely to continue
suffering uncomprehendingly and in silence it is hard to say,
but there are definite signs to-day that the inertia of the public
is passing and that the limit of their capacity for suffering has
been reached.

Whether or not there has been or is in existence a World
Financial Conspiracy to subjugate man to the crazy machina-
tions of the present monetary system, it is impossible to dis-
cover, but that there has been a conspiracy of silence to keep
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the public in ignorance of the incredible nature of this system,
under which it lives and suffers, “ there can be no doubt what-
ever ” (Professor Frederick Soddy, ““ Wealth, Virtual Wealth
and Debt”; New York, Dutton’s, 1933). Ignorance of a
subject naturaﬂy breeds inertia, and inertia breeds ignorance,
and this vicious sequence has no doubt been encouraged by
financiers because it has enabled them to put and keep the
world “ just where they want it . In this respect, the financial
interests have been helped by the increasing complexity of
their subject, where, particularly in the high insanity of its
present involutions, it is quite impossible for the ordinary
intelligence to follow it. The average thinking man, when
confronted with this despairing complexity, naturally comes
to the conclusion that “ finance is much too deep for him .
He consequently “ leaves it to the experts” ; thereby leaving
the way open for his indefinite exploitation and making possible
the world disaster which has descended upon him.

Professor Soddy refers specifically to the suppression of
discussion “on all monetary problems, in the press and on
political platforms, and amongst editors and publishers ” and
says that it was a “ revelation ”” to him, “ accustomed to think
of the battle for liberty of thought in scientific matters as
having been fought and won centuries ago at the time of
Galileo and the Inquisition, to find that in economics . . . it
has not yet been won at all”. He might have added that
the proposed discussions on monetary matters at the British
Empire Conference in Ottawa in 1932 were eventually waived
entirely, while the committees elected to consider currency
problems at the World Economic Conference were similarly
inhibited from all discussion of fundamental aspects as soon
as the currency stabilization proposals of the Eumpean central
bankers were defeated through the determined opposition of
President Roosevelt. Now that the system is showing unmis-
takable signs of breaking up, financiers are more than ever
afraid of a “ show-down ”, and secrecy on essential points is
redoubled. In this emergency, as Professor Soddy remarks,
“ what is dangerous to the banker is considered altogether too
dangerous for the nation to be allowed even to discuss, and
the public are most carefully and elaborately shielded from any
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real knowledge of the preposterous humbug” which it was
one of the chief objects of his book to expose.

These are serious accusations, no doubt, but the Professor
is quite naturally of the opinion that “if economics were
really a science it would not need to protect itself from criticism
by such a conspiracy of silence.

It will be noticed that he only says that the public is elabor-
ately shielded from any real knowledge of the workings of the
system ; and here he has chosen the italicized adjective care-
fully, for there is certainly no lack of information with regard
to the vicious fiction of monetary theory as finance itself sees
it or chooses to present it. Generations of hanking students
and accountants are reared on books on banking theory and
currency which are chiefly remarkable for the skill with which
they avoid the real issue on such important questions as to
where money comes from and where money goes to; whose
exposition somehow manages to get around and even justify
the patent fallacy of the so-called “ gold backing ” to currency
and credit; and whose eulogistic descriptions of the gold
standard ! in action consistently fail to mention, still less con-
sider, the human distress involved—the acquiescence in which
(the “ dull capacity of the public for suffering ) alone makes
the much lauded * symmetry ” of its mechanism possible.

And what of the specious *“ mutual indebtedness ™ between
banks and the public on which theory the whole of the credit
structure throughout society is, in fact, legally based ? If it
is a “ mutual ” obligation, why do the banks continue to draw
eternal interest on it? 2 And whereas the public is always
liable for the full amount of its obligation to the banking
system, and is thereby called upon to make perpetual and
painful efforts to achieve what is in the last analysis a mathe-
matical impossibility, the banks themselves when called upon,
during a crisis, to discharge their obligations to the public, are
protected or actually exonerated by moratorium declared by
a government presumably elected to represent the interest of
the other contracting party. Did anyone ever hear, for
instance, of a “ business moratorium” in which the public

1 See Appendix A.

* The extent to which interest on bank loans may legitimately be
considered as payment for service, will be considered in Part IL
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was even temporarily excused the interest on, still less the
principal of its obligation to the banks?

Whenever defects or anomalies must perforce be referred
to in these books, the explanation is invariably sought and
fixed outside the monetary system itself. Thus when the
automatic or deliberate action of the banks is towards deflation,
the money stringency which follows naturally makes the public
a little fearful about their earnings deposited with the banks,
and notes or gold to which they are *legally ” entitled are
consequently withdrawn in larger amounts than usual. Here,
it is the “lack of confidence” of the public which is regularly
blamed for the disaster which the banks, acting to preserve
the system, precipitate, and, indeed, whose deflationary policy
always precedes such happenings. If the “ lack of confidence ”
persists, it is *‘ unpatriotic ” or “ dangerous ” to claim money
which is equitably and legally the property of the depositor.

Similarly the so-called business cycles, or periodic trade
depressions, are, as will be shown, nothing more or less than
JSinancial cycles which can be induced, at any time, by the
fortuitous calling of loans by the banks, and which are, in
any case, periodically brought about automatically by the
workings of the monetary system. Here again finance hood-
winks the public and leaves it to be inferred that they are
implicit in the nature of things, are necessarily recurrent and
as inevitable as the flow of the tides or the change of the seasons.
Professor Jevons, whose “Money and the Mechanism of
Exchange ” is still a standard work on the subject, was con-
vinced, with the rest of the professional economic apologists,
that no possible explanation for these depressions could be
found within the monetary system itself, but was so hard put
to it to account for them otherwise that he was driven to seek
an explanation in the periodic recurrence of sunspots !

The preposterous nature of such attitudes and such explana-
tions is only equalled by the credulity of the public, who
seem to have had no difficulty, up to now, in tolerating the
one and swallowing the other, generation in and generation
out. When it is realized that the public here referred to
includes not only statesmen, scholars, scientists and lawyers,
but also a large majority of bankers themselves, the situation
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becomes all the more incredible. At the same time, the need
for an impartial study of the system, based on an independent
estimate of the available facts and discoverable processes, and
carried out, as far as possible, without any reference to the
standard textbooks of the professional economists, becomes
all the more imperative. For it is, without doubt, largely
through the agency of such textbooks and treatises that this
circular hypnosis among the economists themselves, as well
as among the working members of the banking and accountancy
professions, is imposed and maintained. The majority of the
textbooks are read almost entirely for examination purposes,
in which an “ unorthodox” opinion (i.e., a common-sense
reaction to obvious fallacies) would certainly disqualify the
student and fatally jeopardize his chances of success in his
profession. Some of these students, of course, eventually
become the examiners of the next generation of gullibles, the
orthodox succession is maintained, and so the vast fiction is
perpetuated. In the interim, the more advanced treatises
written by graduates who were once students themselves, are
read by the succeeding generation of newly fledged graduates,
who, being now professionally inhibited from questioning
bases of such works, can only lose themselves in admiration
of their undoubted ingenuity.

It is extraordinary to think that the subject of money should
be so little understood, not only by the general public, but
also by statesmen, lawyers and scientists, and even by a large
number of bankers themselves; especially when, as will be
universally admitted, the welfare of every individual, every
community and every nation is vitally and directly dependent
on it. Coincidentally with this, there is the equally extra-
ordinary fact (which 9o per cent. of the population simply do
not realize) that the creation, the cancellation, the control
and the Jiteral ownership of nearly all the money in or out of
circulation is in the hands of a private monopoly (the banking
system) whose policy is not and cannot be controlled—except
in a purely nominal way—by any government in Western
civilization to-day. The bankers, in fact, have a legalized
““ corner ” in money throughout the world.

H, as Karl Marx held, man’s social, artistic and religious

M.I. C
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development is based on and derives from his activities in
producing his means for existence and the manner in which
he produces, or is allowed to produce it (food, clothing, shelter,
amenities and luxuries), then it is true to say that his life and
thereby his social, artistic and religious consciousness is con-
trolled by finance ; for to-day finance directly controls industry,
i.e., his actual means of existence. If the industrial mechanism

“ forms the economic structure of society, the real basis upon

which a juridical and political superstructure arises and to which

definite social forms of consciousness correspond ” (Introduction

to the “ Critique of Political Economy ”, 1850)
and if, more specifically, the lives of men

“ coincide with their production (through industry), both in the

sense of what they produce and how they produce it” (** The

German Ideology *, 1846)
then finance to-day is undoubtedly the final arbiter of human
destinies. And inasmuch as the monetary system, as will be
shown, operates nowadays chiefly to prevent man from pro-
ducing what he can and what he wants to produce, and at
the same time prevents him from receiving more than a pro-
portion even of that which he is allowed to produce; and
that further it dictates the conditions (length of hours and
monotony of labour) under which this warped and stunted
production is achieved and the conditions under which it is
so incompletely and precariously distributed, the present
influence of finance on human destiny is a prime inhibitory
factor. Finance frustrates industry ; and a frustrated industry
is a frustrated people.

It is therefore not only insane but suicidal for the people
of this world (a) not to know how their financial system works
and (4) to have no control whatever over its policy or its
administration. For bankers and financiers are concerned
first and foremost with the preservation of a system which,
demonstrably in theory and now quite obviously in practice,
has only a chimerical relationship with the material and psycho-
logical needs of mankind. Industry and man with it are
thereby sacrificed to a fantastic abstraction called debe, which
in turn is based on gold and man’s superstitious allegiance to
it. This is the very essence of the modern idolatry.



CHAPTER II
ACTUAL AND POTENTIAL RESOURCES

* Whether the four elements and man’s labour therein be
not the true source of wealth?” (BisHop BERKELEY,
“ Queries Proposed to the Consideration of the Public ”,

1735.)

IF it is any Ionger doubted or still only dimly apprehended
that finance (or “ something ) is interfering with the pro-
duction and distribution of the fruits of industry, and is thereby
inhibiting and perverting the natural development of individual
and national psychology at its very source, let us consider the
actual and potential extent of the available resources in materials
and energy, the extent to which these resources are utilized,
and the extent and finally the manner in which the resulting
products are received by mankind to-day.

The first part of this (the actual and potential availability
of materials and energy) will only be attempted briefly here,
firstly because it ought to be a self-evident fact that the world
is immeasurably richer in men, materials, machinery and power
than it has ever been before, and secondly because the purpose
of this book is more directly concerned with the second part
(the extent to which and the manner in which the resulting
products and benefits are received by mankind). The situation
as a whole was admirably summed up for the North American
Continent by Howard Scott, the founder and original director
of the group of American engineers and scientists who pub-
lished their findings under the name of * Technocracy”, in
an article in the “ Living Age” for December, 1932.

“ With the number of unemployed greater than the total popula-
tion (of America) of a century ago ; with one of the most provi-
dential geologic set-ups of any continental area; still possessing
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more energy and mineral resources than any like area on the
world’s surface; having more than one billion installed horse-
power of prime movers wherewith to degrade available energy
into use-forms ; possessing a personnel of over 300,000 technically-
trained men in many varied engineering fields and more than
4,000,000 men partially trained and functionally capable of operat-
ing the greatest array of productive equipment ever at the disposal
of man—with all this we have, nevertheless, failed to profit from
technologlcal advances, and accordingly find ourselves, for the
first time in history, with an economy of plenty e:usting in the
midst of a hodge-podge of debt and unemployment.”

As the immense natural resources and the unequalled techno-
logical development of the United States now exist and des-
perately function side by side with an unemployment total of
possibly fifteen million and the destitution or precarious
existence of enormous sections of the population; and as the
surveys of materials, energy and general engineering and social
development have been more concretely estimated and are
held in better perspective in America than in any other country,
it will be convenient to concentrate on America as an extrava-
gant but still a typical example of the national *economy ”
of to-day.

A group of sociologists appointed by President Hoover in
1930 to study the social life of the United States and to suggest
*“ bases of policies in the future development of the nation ”,
published its report in January, 1933, under the composite
title of “ Recent Social Trends”. This report summarizes
the general position as one of “abundant natural resources,
a slowly increasing or stationary population and an ever-
expanding technology ”. More specifically,

“the rate at which this heritage (the natural resources of the
continent) is drawn upon is significant because it is basic to our
material well-being. The extent to which we use these resources
is shown by the increase between 1899 and 1929 of 286 per cent.
in mining production, as compared with increase of 210 per cent.
in manufacturing, . . . and of (only) 62 per cent. in population.

. Since the beginning of the century the consumption of
energy has increased about 230 per cent. ; and the prices of coal,
oil and electricity have not risen more than have general wholesale
prices.”
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In agriculture it was discovered that whereas

“ there has been no increase in crop acreage for 1§ years . . .
yet agricultural production has increased about 50 per cent. since
the beginning of the century ”,

while experts further estimated

* that agricultural output per worker increased 22 per cent. between
the average of the decade 1912-1921 and the average of the decade
1922-1931. A farmer now provides food for himself and three
members of his family, for 12 Americans not living on farms and
for 2 foreigners—a total of 18 persons”.

In consonance with these estimates for American agriculture,
figures issued by the Economic and Financial Section of the
League of Nations and quoted in the Macmillan Report on
Finance and Industry (London, 1931), shew that whereas
between the years 1913 and 1928 the population of the world
increased by 10 per cent. the production of foodstuffs increased
by 16 per cent. (see C. M. Hattersley, “ This Age of Plenty ”,
London, Pitman, 1933). In general alignment with these
various estimates are the figures given by Frank Arkright in
his “ABC of Technocracy” (London, Hamish Hamilton,
1933) for the grinding of wheat in America, which increased
from 471 million bushels in 1899 to 546 million bushels in 1929,

The fact that the first quota was produced by the labour of
32,000 men and the second and larger total by the labour of
only 24,600 men, is evidence of the growth of technological
methods in this century. Similarly the production of steel
rose from 11 million metric tons in 1900 to §8 million tons
in 1929—the 1900 estimate being produced by 6oo million
man-hours and the five times increase in 1929 by only 770
million man-hours. The rate of technological development
here implied is made more evident when the figures are reversed
to shew that whereas in 1900 it required 70 man-hours to pro-
duce a ton of steel, in 1929 it only required 13. The figures
for the automobile industry show that in 1919 approximately
1,600,000 vehicles were manufactured at the cost of 313 man-
hours per vehicle. In 1929, 5,600,000 automobiles were
manufactured at the cost of only 92 man-hours per vehicle !

An interesting side comment on the enormous technological
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progress implied by these figures is given by the following
summary, quoted from the “ Recent Social Trends ™ report :

“In 1851—1855, 6,990 patents were granted in the United
States; in 1875—1880, 6,400; in 190I-190§, 143,000, and in
1926—-1930, 219,000.” ,

But behind this evidence of natural resources, accelerating
production therefrom, invention and improvement in efficiency
and method, is the unprecedented power development in this
and every country. This has forced the ““ Technocrats ™ to
define the present world situation as that of a Power Age, with
enormous actual and potential resources for the production
and delivery of goods and services on a scale hitherto undreamt
of by man, being fundamentally inhibited from so functioning
by the “ interference control ” of an obsolete financial system.

To quote from Mr. Arkright's book again:

“ The largest single modern turbine has a capacity of 300,000
horsepower or three million times the output of a human being
on an eight-hour-day basis. But the turbine runs twenty-four
hours a day, which man does not, and hence its total output (of

. energy) is nine million times that of one man.

“To say it another way—four of these turbines have a greater
energy capacity than the entire adult working population of the
United States.”

The Boulder Canyon project on the Colorado River, popu-
larly known as The Hoover Dam, will be finished in 1936
or earlier and will then provide eighteen million man-power.
It is anticipated that Boulder City, by housing the operating
staffs, the necessary engineering, technical, commercial, and
professional directorate, as well as the tourists and sightseers
who will come to visit the highest dam and the biggest artificial
lake in the world, will not need to maintain any more than its
present population of seven thousand. It thereby transpires
that each of the inhabitants of Boulder City (excluding a total
of one thousand for sightseers and other irrelevant components),
by virtue of his position at this focus of power concentration,
will function in an average energy capacity equal to three
thousand of his fellows.

The tremendous electric power stations already in existence
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at Niagara gather but a fractional percentage of its energy, but
it has been estimated that the water power of Canada alone
is somewhere in the neighbourhood of fifteen million horse-
power, or the equivalent of the energy capacity of five hundred
million men. And the scientific development of water-power
“is still in its infancy | ” (C. M. Hattersley, * This Age of
Plenty ’, London, Pitman, 1933).

To complete this picture of ““ actual and potential ” sources
of power, it is necessary to refer, at least, to previously un-
suspected sources of an almost fabulous nature which certain
scientists believe will eventually be developed from atomic
energy.! If the present enormous development of electrical
energy from water-power and other sources is only the evidence
of its “ infancy ”, what shall we think of this atomic babe,
conceived but not yet born, whose development will be * of
the order of a million times greater than any previously
known ”? With regard to this astounding possibility, Pro-
fessor Soddy, in his capacity not so much as a New Economist
but as a Nobel prize-man in the subject of radio-activity, is
well qualified to give us the details. The quotation below is
from * Wealth, Virtual Wealth and Debt ” (New York, Dutton,

1933)-

“In the closing years of last and the opening years of this
century the discovery of radioactivity, and its interpretation in
terms of existing knowledge, revealed the existence of stores of
potential energy in the atoms of the radioactive elements of the
order of a million times greater than any previously known.
These stores were and remain impossible to harness to any prac-
tical purpose, and are given out at very slow rates in a purely
natural process of transmutation of the radioactive elements into
lead and helium. There is no doubt of their existence in these
elements, and the existence of similar stores in other elements has
been legitimately inferred, though not as yet experimentally
proved. Following the very well-known reasoning that applies
in chemistry, it appears certain that any process of artificial trans-

1 The fact that many scientists, including Rutherford, do not admit
a possibility for the harnessing of atomic energy, does not affect the
general argument. It may or may not be possible, and the writer is in
no position to judge. The scientific development of water- s
“still in its infancy ”, is enough to be going on with, in either case.
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mutation would be able to liberate these stores and to render them
available as the energy of coal and fuel now is.”

The titanic nature of the energy sources here involved is fore-
shadowed in the following sentence:

“ Many purely speculative deductions along the same lines have
since been made from the theory of relativity, and it is to atomic
energy, in the first instance, that physicists and astronomers now
look to account for the maintenance of the heat of the sun and
stars, and, in general, the live energy of nature, over cosmical
periods of time.”

It is natural, as Professor Soddy goes on to say, “ to consider
what sort of a world it would be if atomic energy became
available ” ; and here he draws a parallel which shews that

a new Prometheus is again bound in our midst.

*“ To compare such a world with that of to-day, it was necessary
to contrast the latter with the world before the dawn of history
and the art of kindling a fire. Just as the savage died of cold
on the site of what now are coal-mines, and perished with hunger
on cornfields now energized with the fertilizers produced at
Niagara, so, it seemed, we were leading a pettifogging existence,
fighting one another like wild beasts for a share of the supplies
of energy somewhat niggardly vouchsafed by Nature, whilst all
round us existed the potentialities of a civilization such as the
world had not then even imagined possible.”



CHAPTER III

SABOTAGE AND THE SCARCITY COMPLEX

EEPING in mind this staggering aggregate of material

wealth, technological progress, unlimited power develop-
ment and the enormous physical potentiality of the future, let
us consider what proportion of the actualized productivity (to
say nothing of the possible productivity) is vouchsafed to us
through the agency of the financial system.

Referring to the post-War period in America, which was
probably more * prosperous” than any other period in any
country in the history of the world, the * Recent Social Trends *
report is forced to point out that even

“in this late petiod of unexampled prosperity there was much

poverty in certain industries and localities, in rural areas as well

as in cities, which was not of a temporary or accidental nature.”

Similarly, in his recent book, “Insecurity: A Challenge
to America ”” (New York, Harrison Smith, 1933), Dr. Abraham
Epstein, one of America’s most competent statisticians, has
been at pains to examine that country’s pretensions to * pros-
perity ” in the pre-War period. In the most prosperous years,
he proves that the majority of the American population lived
30 per cent. below the minimum standard prescribed as indis-
pensable to health by forty-four welfare organizations. Three
out of four of the insurance policies were only enough to provide
funeral expenses. Only one worker in twenty-five had any
stake in his business. One per cent. only of the industrial
wealth of the community was held by the working classes ;
and the average of unemployed during the fourteen prosperous
years, 1902—1917, was two and a half million (see “ The New
English Weekly ”, June 22nd, 1933).

Since the present depression began in the United States,
these conditions of poverty and insecurity have intensified for
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these sections of the population, while other sections, previously
exempted, have been similarly submerged. According to a
report printed in the London “ Evening Standard ” for July
18th, 1933, one bank in every six has failed, one in every forty-
five hospitals has closed, and one in every twenty-two business
and industrial concerns has gone bankrupt, while the unemploy-
ment figures reached the unbelievable total of fifteen million,
all in the short space of two or three years.

In the meantime, as is explained in some detail in Chapter
XXXII, whole sections of the community, particularly in the
West and Middle West (up to a national total of something
between one million and two million people), have been reduced
to exchange the elementary necessities of life amongst them-
selves by means of scrip and barter and other improvised devices
outside the control of the existing financial system. And the
sponsors and apologists of the monetary system expect us to
believe that in this land—even now full of every conceivable
thing which the mind of man could desire and with the plant,
power and the people to produce sufficient, if necessary, for
twice or thrice the present population—this vicious alternation
between the frying-pan and the fire is part of the natural order
of things; and that the explanation, if any, for the present
jump from the frying-pan into the fire must be sought in sun-
spots, or some other mysterious agency outside the control
of ordinary mortals !

It is estimated that, in Great Britain alone, the unemployed
total of twoand a half million would, if elongated in single rank,
military formation, stretch from John o’ Groats to Land’s End
—a distance of about 700 miles ! This means, incidentally,
that some ten million of her people are living on a bare sub-
sistence level in a country which is ““ decidedly the most prosper-
ous country in the world to-day ”* (J. M. Keynes, at the Annual
Meeting of the National Mutual Life Assurance Society, London,
March 2nd, 1932). Millions of others eke out a precarious
existence by working long hours of stupid monotony at jobs
they are afraid they will lose to-morrow. Large sections of
the population are still living in slums where

“ whole families in one room (are) sprawling hugger-mugger over

one another, getting born, dying, procreating—all in front of
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children, the future voters.” (See a review of “ The Naked
Truth”, by Joan Conquest: London, Werner Laurie, 1933, in
the “ New English Weekly ” for August 3rd, 1933.)

Under such conditions, decency, let alone privacy, is out of
the question, and incest, sodomy and syphilis are the unnatural
result. Such conditions are again the breeding-places of crime
and disease of all descriptions, and the nation has to bear the
extra and totally unnecessary expense which is involved for
hospitals, asylums, prisons and the like. The reviewer goes
on to say

e

. . . that slums, so far from being merely rather overcrowded
and somewhat disreputable areas inhabited by undesirable beings
to whom one would scarcely care to be introduced (a fair estimate
of the popular conception, incidentally) are composed of * houses *
condemned as unfit for human habitation. They are areas of
filthy kennels swarming with rats, mice, cockroaches, lice, bugs,
fleas and other vermin. An ex-service man described the vermin
as worse than the trenches.”

The following particulars about the lives of children, * the future
voters ” who are reared in this Gehenna, would not be added
here if it was not certain that the author—an ex-nursing sister
who has worked in the slums—knows her subject inside out.

“Ill-clad, under-nourished children, without even a toy to
brighten their miserable existence, are afraid to ‘play’ in the
backyards for fear of rats and are kept awake at nights scratching
flea and bug bites.

“ The sanitary arrangements are filthy and abominable—there
are no baths and when the pan of the water closet is not choked
with excrement children drop matches in the water and play at
boats.”

It is useless for diehards to protest that such people (““to
whom one would scarcely care to be introduced ! ") “ know
no better ”” and would make a pigstye of any place they happened
to live in. 'This attitude is, in effect, a subconscious attempt
to disguise their embarrassment with respect to such facts,
as is the contention that anyone who had the will to get out
of such an environment, could and would do so. Since Karl
Marx was writing, capitalistic exploitation has intensified to
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purely financial negation, but the situation is still that both
can only be maintained by the complementary degradation of
the lowest classes. If one individual escapes from this purgatory,
another will and must take his place. The religion of the modern
financial system demands an ‘ untouchables” class for its
functioning just as does the caste system of India; and while
we affect to be horrified at a religion which openly tolerates
the existence of * untouchables ”, it is natural that the British
Government, which exists only at the pleasure of a financial
dictatorship which develops a similar class in its slums at home,
should imprison a Gandhi who has risen to champion that
class in his own country.

In any case, the supplementary negative to the British slum
situation is the equally stupid fact that the materials for the
making of bricks, concrete, tiles and plaster exist in abundance,
and that there are at present some 300,000 unemployed oper-
atives in the building trades who would fervently welcome
orders to convert these materials into houses which would give
these poor people at least the famous British “ sporting chance ”
to justify themselves. The builder’s frustration is the mis-
fortune of the slum dwellers, and the cause for both the frus-
tration and the misfortune is equally beyond the control of
either |

Similarly with the unemployed, there is machinery all over
the country rusting or falling into actual disrepair because
the unemployed * cannot” be employed using it, while other
machinery is being scrapped wholesale in the so-called effort
to “rationalize” industry. In the meantime, the more
fortunate members of the community are living on an enforced
economy basis, paying for the upkeep of the unemployed as
well as the unused machinery, and thereby unable to buy more
than a proportion of the “ over production” which results.
The machinery can scarcely be blamed for rusting, the un-
employed have nothing to do with the scrapping of machinery
whose functioning would give them work and their fellows
more goods; while the comparative poverty of the more
“ fortunate ” classes can scarcely be blamed for the surplus of
unpurchaseable goods, which economists and politicians, even
in the face of this deadly panorama of unemployment, wages,
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slums, starvation and a general lowered standard of living, still
have the effrontery to refer to as a problem of “over-
production ™ !

Referring specifically to the present small but definite spread
of tuberculosis in certain parts of England, an anonymous
M.D., writing in the “ New English Weekly ” for June 1st,
1933, says that

“ for the first time for fifty years this enemy of the race is making

headway with our own passive if not active connivance.

* The destruction of food because in the present financial system
it cannot be sold at a profit though people are dropping dead
from starvation every day, and the expulsion of penniless tenants
from apartments which remain permanently empty are only two
of those countless and most monstrous sacrifices which mankind
is being compelled to make on the altar of orthodox finance.”

And if, during the optimistic brayings of public jackasses in
England, mothers have to starve themselves to feed their babies,
it is simply because

** biological necessities which are not under human control are
being jettisoned in favour of alleged ¢ economic necessities ’ which
are.” :

In the meantime, and in the midst of this financially induced
poverty in a world of unparalleled plenty,

“ the scarcity mind of our jungle ancestors, which prowls like a
wild beast in our subconscious, has now emerged and bellows
angrily for more and more economy.”

If any doubt at all exists that this “ scarcity mind ” is still
in control in spite of the enormous evidence of physical wealth
throughout the world, it will be recalled that public dignitaries
in England, such as W. R. Inge, the Dean of St. Paul’s, London,
have been “ bellowing ” throughout the whole course of the
present depression for “ stringent economy ” and for a return
to the dubious * virtues of ancestors”, whose bequeathed
mentality in his case, as in that of most of his contemporaries,
has been one of the chief causes for the crisis: or that New
York bankers insisted on more and more economy and im-
possible increases in taxation because the bonds of the richest city
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in the world were “ unsaleable”; or that Myron C. Taylor,
board chairman of United States Steel, in his evidence before
the Senate Finance Committee in February, 1933, declared
that an abundance of all things “is our greatest menace”.

Instances of these ordinances in the direction of “ more
and more economy ” could be multiplied almost * ad infinitum ’,
and their immediate effect has been the sabotage of plant and
commodities on a scale so far unknown to civilization. Under
cover of such catch-phrases as *restriction of output”,
*“ planned economy” and the * rationalization of industry 7,
food and almost every conceivable form of article which could
be used by the starved or starving peoples of this world have
been limited or actually destroyed in an effort to raise prices so
as to enable producers to struggle with their eternal obligations
to finance.

In June, 1932, more than 10,000,000 gallons of port wine
were poured to waste by the wine-growers and distillers of
the Dours district (Portugal) as the ““ only hope of preventing
widespread misery and privation among the workers”. In
Lancashire, England, a proposal was made to dismantle or
immobilize 10,000,000 spindles and 100,000 looms as a “ means
of restoring prosperity to the British textile industry ” ! (“ New
York Times ”, Dec. 11th, 1931). The British Government was
also requested to introduce a bill in Parliament to carry out
this plan, which, it was estimated, would cost more than
£2,500,000. This sum was to be raised by aloan! Whether
or not the loan was raised and the *“ plan  put into effect, the
writer has not been in a position to discover.

Early in June, 1933, the British Chamber of Shipping gave
its members a few days’ grace in which

*“to make up their minds whether they favoured either of two
proposed schemes for control of freight shipping, one involving
scrapping of surplus tonnage and the other laying up of vessels.
Action is regarded as necessary to bring prosperity back to shipping
(" New York Times”, June 5th, 1933).

One month later, at Liverpool, thousands of cases of oranges
were dumped into the sea, as it would have been “ a loss to land
them”. This situation was caused by an attempt on the part
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of the exporters of the oranges (the Spanish Government) to

evade duty and thereby “ defeat the Ottawa preferences, which

aimed at giving the South African grower a share in the (English)
market ” (London “ Times ”, July 28th, 1933).

Up to April joth, 1932, 5,600,722 bags of coffee had been

for destruction by the National Coffee Council of

Brazil. Some eight months later, the National Coffee Council

“announced plans . . . for the stabilization of coffee prices, in-
cluding the destruction of 12,000,000 bags in the next twelve
months and the placing of an additional tax of five shillings a bag
on coffee exports from the country.

“ The decision to destroy the 12,000,000 bags was reported as
unanimous ” (“ New York Times ”, Dec. 7th, 1932).

In August of the following year, Mr. Arthur Whitworth, the
chairman of the Brazilian Warrant, Agency and Finance Com-
mittee, in a speech made at the annual meeting of the committee,
referred to estimates that the “ surplus ” of coffee was still in
the region of 25,000,000 bags, although he personally * hesitated
to think the total was as high as this with the known rate at
which destruction is taking place” (London “ Times ”, August
sth, 1933). The estimate for the current crop (1933—34) is
about 30,000,000 bags, of which 4o per cent.—or approximately
12,990,000 bags—will be “compulsorily handed over (for
destruction in the interior) to the National Coftee Department
by producers in return for payment of about 10 shillings a
bag ”. This periodical impounding for destruction has been
aptly named the *sacrifice quota”, and in order to ensure
further restriction of output, a zex on the planting of new trees
has also been instituted.

Within the last year, the reconstruction of agriculture in
America, as conceived and put into practice by Mr. Wallace,
the Secretary for Agriculture, has taken the form of a bonus
to farmers who agree to and actually do take land out of culti-
vation. In the middle of July, Secretary Wallace announced
the success of the scheme up to date by the statement that
10,000,000 acres under cotton had been left to waste, the potential
crop thereby being reduced by 3,500,000 bales | The bonuses
to farmers for this strange attempt to relieve the lot of a half-
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starved world involved a sum of approximately one hundred
million dollars !

At the same time, a long drought, heat and the ravages of
grasshoppers united in causing severe damage to the American
wheat crop, so that, according to the London “ Daily Mail ”
for June 28th, 1933, nature is helping President Roosevelt to
restrict production, thereby * paving the way to world recovery ™ !
The news of this treble disaster from drought, blight and
grasshoppers was received with acclamation by farmers, sales-
men, press and public in the Chicago Wheat Pit, and it is clear
that the universal obsession with regard to money and debt has
driven a world mad, when there is “more joy on earth about one
crop that fails than about ninety-and-nine bounteous harvests ”.

To realize the full implication and the suicidal insanity of
these vast governmental vandalisms, it is necessary to emphasize
the fact that the plant or commodities have all to be purchased
before they can be destroyed. The Lancashire proposal for
the sabotage of spindles and looms necessitated the raising of
a £2,500,000 loan; the destruction of twelve million bags of
Brazilian coffee involves a yearly expenditure of £6,000,000 ;
while Secretary Wallace’s scheme, still only in its early stages,
has already cost the American taxpayer $100,000,000! In
each case, the destruction is forced on producers in an effort
to raise prices so that they can continue to struggle with their
eternal obligations to finance (i.e., keep out of bankruptcy).
But the act of destruction itself, which takes away needed goods
from the consumer, involves producer or consumer—and, in
the last analysis, both—in further debt ! In the case of the
consumer, the interest charges are met, on his “ behalf”, by
the government through taxation. So that, either way, in
order to exercise a compulsory “ privilege ” to destroy goods
which it has itself produced, which it desperately needs, but
which it cannot buy because of an existing intolerable debt
burden, the community must add to that debt ; thereby creating
and adding to itself a special interest charge for the exercise of
this monstrous “ privilege ”.

Finally, we have the spectacle of a World Economic Confer-
ence, convened by the League of Nations, in the gravest inter-
national crisis of all history, blatantly resolving itself into an
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attempt to push through European central bankers’ proposals
designed to bring about the stabilization of certain currencies,
the resumption of international lending, and the maintenance
of the “ status quo ’ in the international debt structure. 'When
these proposals were defeated by the flat and unequivocal
opposition of President Roosevelt, the delegates of the gold
‘ bloc’—France, Belgium, Switzerland, Italy and Poland—
first threatened their simultaneous retirement, and then, cajoled
into remaining by Prime Minister Macdonald, insisted that
all discussion on fundamental financial problems should be
shelved.

As a result of this, the economic experts to the conference,
far from concerning themselves—or, indeed, being able to
concern themselves—with the obvious problem of how to
distribute a plethora of present and future goods to a half-
starved world, were driven to consider how international
industry might continue its struggle to transfer the interest
charges due on the fantastic aggregate of national and inter-
national debt which finance inexorzbly held out against them.
And just as the dictates of bankers in every town and country
have invariably resulted in the restriction or destruction of
national output, so this international conference, driven by
bankers and bankers’ appointees from the Bank for International
Settlements and the financial sections of the League, were
able to force countries and commercial syndicates into pro-
posals for the simultancous restriction of output throughout the
world.

For, if the tangible * results ” of the Conference had to be
summed up in a single phrase, that phrase would be * restriction
of production”. Ordinances for the co-ordinated restriction
of output in the countries concerned were effected in the case
of a large number of commodities. The proposals in con-
nection with sugar production will be quoted as an example.
The Cuban delegation, driven by the New York and Canadian
bankers who first bankrupted and then acquired the entire
sugar industry in this unfortunate island, were able to press
their plans for world sugar restriction on the sub-committee
of the Economic Commission ta the Conference, and then have
them virtually duplicated by a convention drawn up by the

M.l D
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International Sugar Council. This convention specifically
required all contracting parties

“to agree for a period of ten years not to start the construction
of new sugar factories, and to agree that the total effective daily
capacity of the sugar factories of each country shall be determined
and may not be increased. In determining this capacity, factories
which have been totally or partially dismantled shall not be taken
into account.

“ During this period of ten years, it is proposed that no new
subsidies, either direct or indirect, shall be granted for the produc-
tion or export of sugar by the parties to the convention.” (London
“Times ¥, June 29th, 1933.)

It should be noted that this international * co-operation”,
effected behind a screen provided by the League of Nations,
has given to a world-monopoly combine the power to deter-
mine and fix exactly how much sugar the world shall be allowed
to consume and the power to regulate the price at which it
shall be sold; has endorsed the previous policy of sabo-
tage by refusing to allow dismantled plant to be restored for a
period of ten years; and has literally forbidden the govern-
ments of the contracting parties to assist their fallen sugar
industries.

The ‘ reductio ad absurdum’ of this subconscious scarcity
mentality, induced by the medieval monetary ritual of the
modern gold idolatry, was envisaged by an exasperated U.S.
Senator, when, faced with a deluge of proposals for restricting
the output of this, that and the other, he declared that all that
was necessary to complete the picture was a bill to restrict
the production of children throughout the United States. He
probably did not know that in November of the preceding
year (1932), a Mr. Pitt-Rivers, of some Population Research
Society or other, had written to the London “ Times ”* already
suggesting that, in view of the existence of a ““surplus” of
production over consumption and the growing dispensability
of manual labourers, the latter should be instructed, if not
actually compelled .to limit their output of children: or that
another medievalist, Mr. Harold Cox, a well-known London
columnist, had written to the same newspaper, suggesting
exactly the same thing.
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*“ The poorer section of the population have outrun the demand
for manual labour . . . and they must learn to regulate the ex-
pansion of their families as the middle and upper classes have long
been doing.”

Such complete mental inversions striking, as they do, at the
very foundation of the Christian ethic and set against the
actual facts of unlimited physical abundance throughout the
world, can scarcely be credited, even in these twentieth-century
Malthuses. And although birth-control clinics, built next to
the banks at every important street corner would exist as
twin visible symbols of “ civilization” under the present
monetary system, it is exactly as if the jungle mind, *“ bellowing
for more and more economy”, and not content with the
sacrifice of millions of living beings through wars, involuntary
economies, starvation and suicide, was reaching out, in the
psychological frenzy of its barbarism, to the sacrifice of genera-
tions of children not yet born.



CHAPTER IV
NO MONEY, NO GOODS!

“ Whether money be not only so far useful as it stirreth
up industry, enabling men mutually to participate in the
fruits of each other’s labour?” (BisHor BERKELEY,
“ Queries Proposed to the Consideration of the Public,”

1735.)

URING this long recital of destruction and sacrifice,

actively enforced and passively tolerated, the short pre-
liminary survey of the physical sources of wealth—" the
greatest array of productive equipment ever at the disposal
of man ”, the enormous mineral resources of the world, the
accelerating growth of technological method, the almost in-
credible extent of the available and potential power sources,
the extraordinary development of water-power (“still in its
infancy ), the three million man-power turbines, and the
sources of atomic energy still awaiting discovery and exploita-
tion—may well have been forgotten. But it was necessary to
give some estimate of the one and to elaborate the other as
the tremendous disparity between the two is not commonly
realized.

If then, we have the spectacle of the present machine and
power equipment of the world, some of it being constantly
scrapped or dismantled for reconstructive, but more particu-
larly for destructive considerations, and of the remainder work-
ing at an average probably something considerably below
50 per cent.! capacity, but still turning out goods and services
which have to be forcibly destroyed, on an enormous and
increasing scale, in front of the very eyes of a half-starved

! Estimates made by both American and British engineers as to the
absolute efficiency of the plant in both countries, invariably result in
some quotient considerably below one-half.
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world ; and if we think particularly of this new Prometheus
of power development struggling to be released, then it is
beyond all possible question that there is some sinister defect
of distribution, of a prime and universal significance, which has
created, is maintaining and can quite definitely be expected to
intensify this impossible situation.

Here, again, we are confronted with the undoubted fact that
the physical means for distribution and the numbers and busi-
ness ability of salesmen and distributors are commensurate with
the extent of the productive sources themselves. The extra-
ordinary development of transport facilities by land, air and
sea, the extension of telephonic, telegraphic and wireless ser-
vices, are together manifestly able to cope with the distribution
of the available goods and services from or to all corners of
the earth: while the spectacular rise of the so-called “arts ”
of advertisement and salesmanship are positive evidence that
the distributing component is grossly overmanned, and is now,
indeed, in a position, if it were allowed to do so, to distribute
probably two or three times the industrial output which the
machines turn out. If any doubt at all is entertained on this
point, there is the authority of the “ Recent Social Trends ™
report for saying that * from one and a half to two billion !
dollars were spent in 1929 on advertising ”” in America, while
the Incorporated Sales Managers’ Association came quite defi-
nitely to the simple conclusion that “ on the average what
costs 40 to produce takes Go to sell”. With regard to the
nauseating intensity, the disgusting ballyhoo and the total
uselessness (as far as the consumer is concerned) of most
modern advertising, the following extract from a letter written
by Mr. David Warren Ryder of San Francisco to the * New
English Weekly > for July 6th, 1933, will suffice.

. “ Consider gasolene, for example. Competent users all declare
(which is my own experience) that there is no choice among the
half-dozen or so first-rate brands on the market. All are equally
effective. Yet each of these brands, by newspaper, billboard and
radio, is constantly engaged in claiming absolute superiority ; with
the cost of all this needless ballyhoo passed on to the gasolene

1 The word “ billion * is used, here and elsewhere, in the French and
American sense, i.e. as meaning one thousand million.
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user. What is the warrant of this? Every motorist has to buy

gaso}ene, and would buy just as much if it were not advertised
at all.”

It is now becoming obvious to an increasingly large number
of people that the causes for this tremendous disparity
production and consumption are certainly financial, and, indeed,
it would be unnecessary to establish what ought to be as plain
as a pikestaff, if it were not for the equally obvious fact that
very few seem to have even the vaguest idea as to how finance
manages to perform this criminal disservice. For, unfortu-
nately, a finance-controlled press throughout the world persists
in misrepresenting the facts, now as always, while the official
manifestoes issued by the banking profession (with the possible
but brilliant exception of the *“ Midland Bank Review ", directed
by Reginald McKenna, the able Chairman of that institution)
either ignore the “ possibility” of a financial cause for the
*“ depression ” or else flatly deny it. So that, even if a grow-
ing proportion of the general public are sensible enough to
know where the trouble really lies, it has nevertheless been
fairly thoroughly schooled to accept the financial diagnosis—
“ over-production ”’, as well as the financial * cure ”—restric-
tion of output and the * rationalization” of industry.

But if the public could get away, even for a moment, from
the ““ brayings of its public jackasses” and the subtle propa-
ganda of its bankers’ ordinances, it would see immediately that
“ over-production ” is simply not possible in a world in which
unemployment, poverty, long hours and sweated labour exist
side by side with it; and that the only possible, as well as the
only humane and ethical, diagnosis is under consumption ; and
that the only possible cure is and must be more consumption
and more leisure.

For if we examine the distressing examples which have been
referred to, the inescapable conclusion is that, in no case, have
they been caused by the lack of men, machinery, materials, or
power, or by the lack of ability or willingness in men to pro-
duce and exchange goods and services amongst themselves.
If these simple and obvious conclusions were publicly realized,
publicly insisted on and no palliatives which did not concern
themselves with such conclusions were tolerated, the whole
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face of civilization throughout the world would be transformed
within a year.
- 1The barter and scrip groups in the United States were forced
to use their improvised but very sensible devices, because they
literally did not have the money in quantities whose aggregate
buying power was even remotely sufficient to exchange the goods
and services mutually available for exchange amongst them-
selves. '
Unemployment under modern conditions exists because
producers must cut their costs if they are to remain solvent,
i.e., remain out of the confiscating clutches of finance. It is
obvious that if they could afford to pay more men a “ living ”
wage, they would get the same, or probably better results,
by employing twice the number of men half the time.
Houses for slum dwellers in England cannot be built because
the working classes do not have enough money to pay interest
and redemption charges on the loans which are needed to build
them. Recent proposals for building such houses at £330
each would involve a rental of something between six and
seven shillings a week to pay interest and provide for repay-
ment of the loan. If the cost were more, the rent could not
be paid ; if it were less, the houses would probably collapse
on the occupants, The building trade meanwhile languishes
for lack of orders, and bone-cut estimates to establish such a
ridiculous minimum cost as £330 automatically produce jerry
built and unsightly houses, which, in the last analysis, are not
brought into existence to satisfy a pressing human need, but
simply to work out an abstract financial proposition which will
be “ satisfactory ™ to the lenders. The houses in fact will be
guaranteed not to collapse on the occupants for at least as
long as the period required for the redemption of the loan.
After that (and the history of house property during the last
hundred years or so proves this to be true), it will be found
to be more “ satisfactory ” to the lenders to finance the build-
ing of still more jerry built and still more unsightly houses, where
the guarantee not to collapse will be for a still shorter period.
Strikes, in England as elsewhere, are caused almost invariably
because of proposals to reduce the wages of workers—which,
! See Chapter XXXII for an account of these groups.
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in turn, would give them still less money to pay the rental of
still more jerry built houses, which would exist to be con-
demned with ever-increasing frequency. Such vicious circles,
which are disheartening and disastrous to all except the money-
lenders, are only a few of the thousands which are initiated
by usury.

Mothers starve to feed their babies, and disease is spreading
because the poorer people do not have the money to spend
on necessities of life which would, in turn, bring orders and
prosperity to grocers and the like,

The Pigs Marketing Scheme, the Bacon Marketing Scheme
and the “ rationalization” of the milk industry in England
were drawn up and will be carried out because the majority
of individual dairy producing organizations are bankrupt or
facing bankruptcy, and are driven to fight their last battle with
their creditors and the banks in mass formation. The Industrial
Recovery programme of President Roosevelt, which is simply
a vast benevolent * rationalizing > of the whole of American
industry, is the same battle fought out on a national scale,
and here, so long as the recovery is based on banker’s loans,
it is bound to fail—as is the British dairy industry—for the
simple reason that the banks are mathematically bound to win !

The tithe war in England is caused by the inability of bank-
rupt farmers to pay tithe dues on which impoverished clerics
and others depend ; both are thereby set in opposition, while
both are equally unable to do anything to rectify the position.
If the British Government comes to their “ rescue ”, it can only
do so by borrowing money from the banks, or by taxing its
desperate citizens to the full amount of the new responsibility
thereby assumed.

These instances could be multiplied out of the common

erience ‘ad infinitum’, and the inescapable conclusion is
that the world is suffering not from a lack of goods, but from
a lack of money. A condition of artificial poverty has been
brought about because the circulation of the medium of exchange
is somehow restricted so that it cannot or does not effect the
mutual exchange of all the goods and services available; an
exchange which would take away a * surplus ” now withheld
or destroyed, and thereby benefit producers and consumers alike.



CHAPTER V
* Economics—that pathology of debt.” Howarp ScorT.

F the situation is examined a little more closely, it will be
discovered that side by side with this shortage of money,
there is an actual glut of money in the banks, a mass of * frozen

__credits” everywhere and a general availability of “ cheap ™

money. If, then, the economic plight of all classes is directly
due to a lack of money and there is an abundance of money
lying “idle”, there must be some very serious and sinister
reason for this universal refusal to use it. Bankers and poli-
ticians assure a long-suffering world that it is the *lack of
confidence ” of the public which has brought about this para-
doxical situation, but even a quick examination of the bases
of the bankers’ system of money Jending proves that this * lack
of confidence ” is thoroughly justified, and has its roots in
fact and experience and not in scare psychology.

For the simple and obvious truth is that the world as a
whole is up to the ears in debt to its banks and bond-holders,
and while it desperately needs more money, it knows that
its only means of acquiring it is by further borrowing from the
former source, thereby increasing a debt burden which is
already mathematically incapable of any resolution whatsoever.
It has, in fact, discovered by bitter experience, that you can-
not borrow yourself out of debt; especially if you have to
pay eternal interest on all your bc}rmwmgs or else forfeit
personal property in lieu of it.

For if we examine the specific examples Wh.lch have been
referred to, it will be discovered, if it has not already been
stated, that the cause for the lack of money to exchange goods
and services, is the universal imposition by finance, of an
impossible burden of debt, which is fatally crippling the develop-
ment and even threatening the very existence of individuals,

41
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business concerns, nations and the actual bases of civilization
itself.

The barter and scrip groups of the United States, which are
largely composed of farmers and rural industrialists of various
sorts, were forced to adopt their “ improvised but very sensible
devices "’ because the little United States currency which they
managed to acquire all went to pay interest or mortgage charges
to banks, insurance companies and other debt creators. The
“ Recent Social Trends” report has already been quoted to
the effect that the American farmer

“ now provides food for himself and three members of his family,
for 12 Americans not living on farms and for 2 foreigners—a
total of 18 persons ™.

In return for this service, achieved by hard work, skill and
devotion in face of a financial system dead set against them,
the farmers of America are now saddled with mortgages to a
gross total of something like $10,000,000,000, on which they
are expected to pay interest (it being absolutely impossible
for them ever to repay the principal, and thereby achieve
solvency, in the true sense of the word) at rates of §, 6, 7, 8
and even 9 per cent.—apparently by growing crops and selling
them at a dead loss all round !  According to Lawrence Dennis,
the farmers are attempting to pay this interest (thereby main-
taining their “solvency”) by “living on $425 per annum
per farm family in 1930 and by receiving a minus return on
their capital investment ” (“Is Capitalism Doomed ?” New
York, Harper, 1932). As Mr. Dennis says, “the worst of
debts is that they have to be paid”. The main purpose of
this book will be to show that, except for the existence of
the vast pathological machinery of usury, debts and so-called
“ gold-payments ”, such “ obligations ”, incurred as these
most undoubtedly were, during the performance of the most
fundamental and vital service to the community, need not
have been nor would they have been accumulated.

Debts, to whatever extent they may be precariously sup-
ported by the community as a whole, have come to be regarded
as a necessary evil. At certain periods, in particular, in spite
of the fact that men, materials, and machinery exist in the
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same quantities as before, debt accumulates at such a rate that
production, but more extensively, consumption, is setiously
inhibited. Such developments are, of course, deplored by the
community, but they are not specifically questioned. Times
are hard, it is said, and there is * no money ” about.

Why, at certain periods in particular, there should be no
money about, but plenty of debts and goods for sale, has not
been deliberately considered, to the writer's knowledge, by
any government in Europe to-day. When the subject has
come up inadvertently, explanations and remedies suggested
by bankers and financial experts—whose administration of the
issue and control of credit actually brings about the shortage
of purchasing power referred to—are invariably accepted, and,
usually, put into practice.

Yet it is an undoubted fact that lack of money, or over-
powering debt-claims on current earnings, are at the root of
nearly all the social problems of our time, whether considered
individually or collectively. Over any period, the curve show-
ing the increase and decrease in the rate of suicide very closely
follows, and, indeed, may be regarded as a variable of the
curve representing bankruptcies over the same period. Num-
bers of people commit suicide because of unrequited love, or
because of some other material or psychological frustration,
but the main determining causes, directly or indirectly, are
poverty, debt and the fear or actual fact of bankruptcy.

In order to break into the spectacle of debtors on a larger
scale, we have only to consider the question of the actual
maintenance of the unemployed throughout the world. These
men are supported in enforced idleness by organized charity
from impoverished subscribers, by the imposition of higher
rates by municipal bodies at their wits’ end to know where
to turn for money, and by governments which are themselves
hopelessly in debt to the banks and bond-holders of the world.

With regard to bankrupt municipalities, it is only necessary
to refer to Chicago, which is so much in debt that it has been
unable to pay some of its public servants, including its school
teachers, the wages due to them for nearly a year. Or to
New York, the richest city in the world, going on its knees
to its bankers for money which it desperately needs, but being
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refused it or only granted it on humiliating terms requiring
stringent municipal economy and increased taxation—because
its “ bonds are unsaleable”. The same conditions obtain, in
a milder or more aggravated form, in almost every city in the
United States, while English municipalities, particularly in
industrial areas, are rapidly approaching the limits of rateable
capacity. As England and America are the two most “ pros-
perous ” countries, it is fairly legitimate to make the same
inferences for the municipalities of the world in general.

The following bird’s-eye view will be sufficient to give
some conception of the staggering aggregate of international
debt. Every country in South and Central America, with
the exception of Venezuela, is now smothered under a load
of debt to these two most * prosperous creditor ’ countries—
England and America. The activities of the National City
Bank and the Chase National Bank of New York in debt
creation in Central and South America have been carried on,
since the War, to an extent that is scarcely credible.! Canada
is similarly bound by a debt to these two nations involving
interest payments at the fantastic rate of one million dollars
per day. Australia, with a population of some seven or eight
million people, has an external debt demanding interest at
something like £ 40,000,000 a year.? Austria, Hungary, Greece
and the Balkan countries are all in debt to such an extent that
defaults, part payments and moratoriums are the rule rather

the exception. Germany, driven to desperation by the

humiliating impositions of Shylock-driven statesmen at the
Treaty of Versailles; having witnessed the total obliteration
of her middle-class savings in the effort to wipe out an im-
possible internal debt by the spectacular depreciation of the
mark ; having writhed in the financial coils of the Dawes and
Young plans—essentially schemes of external taxation by the
foreign creditor powers ; and having contracted further debts
to America and Great Britain to the tune of several billion
dollars in an effort to pay them, has at last turned under the
emotional but intensely sincere leadership of Hitler.

Cuba is a test case, and the recent desperate revolution in

! See page 143.

*See article by P. C. Loftus in “ The New English Weekly ” for
June 8th, 1933.
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that island was undoubtedly brought about by external debt-
creation and financial exploitation on a scale and to a d

of savage intensity possibly unequalled in the whole of the
sordid annals of finance. Since 1921, when her sugar industry,
on which the island almost entirely depends, collapsed, Cuba
has been in the bailiff hands of New York and Canadian bankers,
whose loans, up to an estimated total of some $1,000,000,000,
were forced into the island at the end of and immediately
after the World War. The transfer of the interest charges on
these loans, throughout an unparalleled period of world de-
flation, was enforced by the military dictatorship of President
Machado, and has brought about the complete ruin of the
island, financially, industrially, politically and morally.?

The Japanese currency, to mention no other, is seriously
depreciated and has only been saved from utter collapse by
war inflation. Jehol is being ““ saved ” from a chaotic China
by fire and sword, and Japan will be driven to push her military
programme in the East far more by pressure from the inflated
yen than by any “loss of face” that might be involved in a
withdrawal. At the same time, both Japan and Russia, in an
effort to bolster up their internal and external debt structures,
are dumping goods wholesale throughout the world, and are
forcing other countries to raise up tariff barriers against them
in a vain attempt to keep out the flood. These goods are
produced by cheap labour, working under government regi-
mentation, and are sold abroad, if necessary below cost, to pay
overhead charges not recoverable through internal purchasing

1 Between 1922 and 1933, Cuba shipped about $11,000,000 in coin
and bullion, largely to the United States, to settle the adverse balance
of its external debt. This, in Cuba, represents a backing for some
$25,000,000 in notes and coin, and about $130,000,000 in credit.

Out of a total popu]auon of appro:umate:ly 3% million, some 2 million
are employed as sugar labourers in plantation and factory. The wages
of the latter, during this period, depreciated to a general level of about
25 cents a day, or po ibly less. Making allowance for the fact that
these * wages” only paid regularly during the time of the sugar
“ crop ” (i.e., for abont l'.hree months in the year), the total yearly income
of the sugar labourers might conceivably be estimated at $50,000,000.

The effects of the progressive restriction of currency and credit to a
final amount equal to three times the total yearly income of the labouring
classes in Cuba may very properly be left to the imagination.
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power. The inevitable and disruptive effect is to drive down
the standard of living of the workers in other countries engaged
in the hopeless competition against them.

China has had her normal silver currency and the normal
purchasing power of her peoples destroyed by the successful
efforts of the gold-worshipping bankers of the world to drive
down the world price of silver. India is on the brink of a
revolution which threatens to imperil the very basis of British
control in the country. For the causes of this, it is necessary
to look further than the religious rivalry between Hindu and
Moslem, the civil disobedience of Gandhi, and the uncertainties
on the North-West Frontier. The recent imposition of the
gold standard in that country and the fall in the world price
of silver has similarly destroyed the silver-purchasing power
of her people. India is particularly unfortunate in that she
is beset by debt creators from without and within. If her
ruin, in its major aspects, can be traced directly to the * inter-
ference control” of the gold monopolists and central bankers
of the world, her internal fears and miseries have been intensified
by the ubiquitous efforts of the native * shrof ’, or moneylender,
who has most of the village families in his clutches.

While the spectacle of individuals or business concerns being
in debt to each other, or to banks, may be received with a
certain amount of equanimity—as creditor and debtor are here
in visible opposition to each other—how are we to account
for the fact that every nation in the world to-day is hopelessly
and irrecoverably in debt? In political and financial circles,
a perfectly meaningless distinction (judged by straightforward,
as opposed to financial reasoning) is made between * creditor ”
and “debtor” nations. This subtle quibble is maintained
because the world is not yet quite so finance-ridden in its
mentality as to accept the existence of a debtor without the
tangible and identifiable presence of an opposing creditor.
But if every country in the world, ** creditor” and ** debtor™
alike, is in debt, who or what are these mysterious and invisible
creditors, functioning outside the entities we call nations, to whom
the whole world is in pawn? For the inescapable fact is that
the two most * prosperous ” nations, England and America,
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as well as every other country which wears the * creditor ”
label of international finance, are themselves in debt mternally
to an extent that almost defies comprehension.

In England during the War, the National Debt rose from
something like seven hundred million pounds to its present
total of more than seven thousand millions. How was this
sudden and enormous increase brought about? The standard
reply to this important question, which has probably not even
been formulated in the minds of more than a negligible fraction
of the country’s inhabitants, would no doubt be that it was
to pay for the War.

To common sense, as opposed to financial, reasoning, it
should appear that the War was really paid for, during its
progress, as are all constructive or destructive enterprises, by
the expenditure of materials and the labour of men which went
to its furtherance. The fact that a large part of the com-
modities created were blown to smithereens on the battle-
fields, and that the lives of a million men and the complete
or partial maiming of millions of others went to swell the
totals of labour time expended at home on the creation of
commodities for use or destruction, does not interfere with
the fact that this gross expenditure of life, labour and materials
was the real cost of the war, and that this cost was paid, on
the nail, while the war was in progress.

How then does it come about that the country is still paying
for a * cost ”, which it has in reality already paid, by interest
payments on an enormous increase in the National Debt at
the rate of nearly three-quarters of a million pounds per day ?
The British taxpayer is still paying interest on money borrowed
by the Government to finance the War that ended in the Battle
of Waterloo (1815). The American taxpayer has already paid
back four times over the money borrowed to finance the Civil
War of nearly seventy years ago, and still owes, with interest,
another billion dollars (see page 267). The explanation for
this, and every other staggering anomaly engineered under
the present system, will be found by an examination of the
financial mechanism which brought it about.

The most startling fact which emerges from a study of
financial developments during the War is that the dimensions
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of British bank deposits rose from a total of about 750 million
pounds in 1914 to about 1,760 million pounds in 1919.1 As
will be explained in detail in Part II following, an increase in
bank deposits can only be brought about either by an increase
in bank loans, by an increase in bills discounted by the banks,
by an increase in securities bought by the banks, or by some
combination of two or three of these processes. As will also
be explained, this expansion of credit, as it is called, is brought
about under a system which, in effect, establishes all such
creations of loans, bills and securities as the absolute property
of the banks which negotiate them. During the War, that
is to say, more than £1,000 millions of new money came into
existence as an interest-bearing loan in favour of the British
banking system.

In actual practice, this was largely effected by the banks
lending out this newly-created credit at the specially low rate
of 3 per cent. to enable borrowers to buy War Loan on which
the taxpayer was ultimately to pay interest at 4 per cent.?
In this expansion of credit, the banks took no risk, firstly
because it was technically “ based ’ on the war issue of Treasury
notes, themselves backed by British Government securities
guaranteed, both as to principal and interest, by the British
taxpayer, and secondly because the banks could and did hold
the War Loan scrip as collateral security until these newly
created loans were “ repaid .

This expansion of bank deposits was, of course, balanced
by an equivalent increase in the volume of the National Debt.
On the whole of this increase, the British taxpayer paid interest
at 4 per cent., of which the banks, in effect, received 3 per
cent., and the War Loan holder the remaining 1 per cent. So
that for every pound increase in taxation levied to meet this
increase in interest on the National Debt, the banks received 15s.

1Theﬁguresbelowshew the rise in the totality of British bank deposits
during the War, in millions of pounds. The 1919 total of L1,761
millions has since risen to its present total of about £2,300 millions.

914 - . . . 751 1917 . . . . I,073

gy . . . . 947 1913 e o L35S
1916

. . 1,761
% See Frederick Soddy, o Wealth Virtual Wealth and Debt,” New York,
1933, Page 193.
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and the War Loan holder 5s. But as the borrowers themselves
were also taxpayers, the whole operation amounted virtually
to the creation of new money to this amount as a debt bearing
interest at 3 per cent. in favour of the British banking systems.

Theamount of money circulating by cheque was thus gradually
increased, until, in 1919, it was almost two and a half times
the amount of that circulating in 1914 (£1,760 millions as
opposed to £750 millions). Vast profits were made by in-
dustrialists, whether engaged in the production or distribution
of commodities for use or destruction. The fact that these
war-profiteers, as they were called, battened on the sudden
and enormous acceleration of industrial activity brought about
by the rapid circulation of this new money, is well known ;
but it is not so commonly realized that still more enormous
fortunes were made behind the scenes by independent financiers,
financial trusts and company promoters who had direct access
to this new credit as it was being issued by the banks, and to
the new agglomerations of capital which derived therefrom.
The profits and capital appropriations made by the profiteers
as well as by these intermediate financial enterprises were
similarly used, to some extent, to buy up War Loan. This
increased the volume of the National Debt, but not the volume
of bank deposits. (For an explanation of this process, see
the chapters on the relation between the circulation of bank
deposits and the debt-structure in Part II.)

Specifically, the increase in the National Debt from £700
millions to £7,000 millions was made up of four factors.
Firstly, by a re-investment of pre-War assets; secondly, by
small holdings purchased out of savings ; thirdly, by an interest-
bearing gift of £ 1,000 millions in favour of the British banking
systems; and fourthly, by purchases largely made by the
profiteers and financial entrepreneurs referred to above.

If we assume that the first two factors increased the original
A700 millions to £3,000 millions (probably an over-estimate),
it will be seen that of the remaining £ 4,000 millions one-quarter
was appropriated by the banks and three-quarters by the
profiteers and financiers.

It should, however, be realized that the estimated £3,000
millions of War Loan held by the latter represented only a

M.I. E
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small part of their gross capital accretion during the War. In
fact, it is of prime importance to realize that the circulation of
bank deposits two and a half times the volume of those of 1914,
generated capital, i.e., debt claims on industry, far in excess
of those which were in existence in the pre-War periods. The
financial costs of the War, that is to say, materialized as debt-
claims which now form the greater part of the gross capital-
~ ization of the country. In the short space of four years, the
financiers and profiteers referred to above appropriated the
larger part of these debt-claims—part of which appropriation
is represented by holdings constituting probably more than
one half of the whole of the National Debt.

So that, although the War was actually paid for, during its
progress, by an extraordinary expenditure in human life, labour
and materials, the financial equivalent of this expenditure, whick
is now substantially the gross capitalization of the country, was
largely appropriated as incontrovertible debt-claims by a small
minority composed of bank shareholders, independent financial
enterprises and profiteering industrialists ; while the soldiers
were given a shilling a day to risk or lose their lives in France
or elsewhere so that this process might be supported.

The soldier returned to civilian life with virtually no claim
on this new capitalization whatsoever. In fact, far from.
deriving any capital benefit from these transactions, he actually
lost part of that which he did possess by giving up his job and
means of livelihood ; while he and his family were grossly
under-recompensed for loss of life, health and limb.

But the real trouble has been not so much that the soldier
was so scurvily treated as that his lack of capital has prevented
him from having any real share in the control of post-War
politics and industry. He has, in fact, been forced to submit
to the dictates of the minority of financiers and profiteers who
battened so extensively on his sacrifice. Similar minority
controls, in other European countries, were brought into
existence at the same time, and under the same circumstances.
And it is undoubtedly a fact that these minority controls, whose
influence permeates through the whole of politics, industry,
education and law, have endeavoured to extend their oppor-
tunities for profit-making and capital aggrandizement since the
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War. With the help of their American counterparts, they
have endangered the very basis of Western civilization by the
pursuit of a rapacious and mutually destructive policy, and
have brought the continent of Europe to the brink of another
great international war.

The writer cannot, at this point, go into any detailed examin-
ation of the extraordinary issues here involved, but it should
be clear that, inasmuch as the War was a national enterprise,
the created bank credits which brought about this enormous
accumulation of new capital should have been owned, issued
and controlled by the State. The actual position to-day be-
comes more clear when it is pointed out that this minority of
bankers, financiers and profiteers have entries in their bocks
equivalent to the larger part of this new capital which they call
wealth (and on which they propose to draw eternal interest)
whereas these entries obviously

* represent loss not gain, debt not credit, to the community, and,
consequently, are only realizable by regarding the interests.of
(this minority) as directly opposite to that of the community.

“ Now, it must be perfectly obvious to anyone who seriously
considers the matter that the State should lend, not borrow, and
that, in this respect, as in others, the Capitalist usurps the function
of the State.” (Major C. H. Douglas, * Economic Democracy ”,
London, Cecil Palmer, 1920.)

The extent to which the British Government, by not
exercising its constitutional right to lend, has been forced
to borrow, at the taxpayers’ expense, is indicated by the
dimension of the floating debt, now in the neighbourhood of
£,1,000,000,000 and that of the National Debt, which, in March,
1933, stood at £7,643,793,534 ! The interest and other services
in this debt amounted to £ 224,000,000 budgeted for the year
1933-1934, which is almost exactly one-third of the estimated
national revenue from all sources, viz., £698,777,000.

Exactly the same debt-creating mechanism was operated by
American bankers, financiers and profiteers during the War,
only on a much larger scale. There is no need, therefore, to
duplicate the process here, using another set of figures in dollars
instead of pounds. The resulting situation, in America, the
largest “ creditor * country in the world, was admirably summed
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up by Mr. Bassett Jones, one of the founders of “ Technocracy ”,
in a letter to the editor of * Electrical Engineering™ in
December, 1932:

* The industrial debt of this country—bonds, mortgages, bank
loans, and all other interest bearing amortized securities—totals

approximately $218,000,000,000 (two hundred and eighteen thousand
million dollars /).

“ Taxes and obsolescence included, the fixed charges on this
debt are $34,000,000,000 a year, practically half the national
income of 1928.”

This condition has been intensified since 1928, as the following
evidence given by Irving Fisher, Professor of Economics at
Yale University, before the Senate Finance Committee in May,
1933, will show:

“ The wealth of the nation has shrunk from $362 billions in
1929, to an estimated $160 billions in 1933, as against $200 billions
now owed ; while the national income has dwindled from $8¢
billions in 1929 to $40 billions in 1932 ; deflationary forces have
drawn it down still further in 1933.”

If, as Mr. Bassett Jones pointed out, the fixed interest charges
on America’s debt amount to $34 billions, it is obvious that
the “ obligations ” incurred by the creation of these vast debts
now amount to more than three-quarters of its total national
income. And America is still the greatest “ creditor ” nation
in the world !

It will be seen that the following statements, made by Mr.
Bassett Jones in the same letter, are amply borne out by Mr.
Fisher’s testimony :

“The population of the country has been increasing as the
square of time, debt increasing as the fourth power of time, pro-
duction as the third power of time.

“It follows that the debt, which must be supported by the
sale of produced goods, increases faster than the production of
goods. In other words, the goods are ‘ put in hock’ (i.e., go
into pawn) faster than they can be produced.”

“ How long,” as Mr. Jones goes on to say, ““ and by what kind
of financial legerdemain, can such a proceeding be maintained ? ”



PART 1II
THE MECHANISM OF THE MODERN IDOLATRY

Antonio: Or is your gold and silver ewes and rams?
Suviock: I cannot tell ; I make it breed as fast.
(“ Merchant of Venice ”, Act I, Scene 3.)



CHAPTER VI

THE CREATION AND APPROPRIATION OF
PUBLIC MONEY

LTHOUGH it would be illuminating to trace out how
and by what labyrinthine process of legal quibbles these
vast appropriations of public money have been effected, it
will be more convenient to consider the position, point blank,
as it exists to-day.
In Great Britain, the following approximate figures ! indicate
the composition of the medium of exchange :

Bronze . a . % . 10
Silver . . . 40
Bank of England notes g . 450
Bank deposits R -,

2,500 (in millions of pounds)

The totality of bank deposits is largely determined by three
factors: the sum of all bank loans outstanding, the sum of
all bills discounted by the banks, and the sum of all securities
held by the banking system. Loans, bills and securities are, or
become, in effect, the absolute property of the banks, as will
be explained in the chapter on “ The Mechanism of Money
Creation ” (see also Appendix B).

Of the 450 million bank-notes, some 250 million represent
the British £1 and 10s. Treasury Notes issued during the
World War, which, in 1928, under the terms of the Bank

1 It should be understood that these figures make no pretence at literal
accuracy, and are drawn up simply to give a rough but just idea of the
proportions which each category bears to the others and to the total.
The actual figures, of course, vary considerably, especially in these times
of financial chaos, but the mutual ratios between all categories remain
substantially the same.
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Notes and Currency Act, came under the control and are now
the virtual property of the Bank of England. The fact that
that institution is under a technical liability to *redeem ™
these notes in gold need not concern us here.  Firstly, because
the utter speciousness of this liability will be discussed in
some detail later ; secondly, because, since the suspension of
the 1925 Gold Standard Act on September 21st, 1931, it has
been exempted from doing so ; and thirdly, because the Bank
of England has never wholly redeemed this liability at any
time in its history, and when called upon to do so during a
crisis, has invariably been exonerated by the direct intervention
of the British Government.

The important point that emerges from this division of
the British currency into its various components is that State-
issued money now consists entirely of the bronze and silver
coin, i.e., a mere £50 millions; and, conversely, that the
banks now own and claim as their property (subject to the
specious liability as to gold redemption referred to above)
some £ 2,450 millions out of a gross total of £2,500 millions.

It is therefore clear that the British banks, except for about
2 per cent., have created and now own all the money in circu-
lation in England as a debt against the community. Certain
qualifying factors, which need not be discussed here, but which
go to accentuate even this ratio of monopoly, enabled Major
C. H. Douglas to make the following statement during a speech
at Ipswich, England, on April 4th, 1933 :

“In the modern world, as we have been specifically told by
such a banking chairman as Mr. Reginald McKenna, all but an
insignificant fraction, probably not amounting to more than o7
of 1 per cent. of the money in circulation, is actually created by
the banks and is claimed as their property.”

The situation in the United States, and indeed in all civilized
countries to-day, is substantially the same. The Federal
Reserve Banking System, although not exclusively a private
corporation as is the Bank of England, was, up to the time of
the present Roosevelt administration, only under the * super-
visory control ” of the United States Government. This was
definitely stated by Senator Carter Glass in his evidence before



CREATION AND APPROPRIATION OF PUBLIC MONEY 57

the Senate Stockmarket Investigating Committee on May 23rd,
1933.

- . . the government of the United States neither owns a
dollar of proprietary interest in the Federal Reserve Banking
System, nor does it provide the System . . . any aid.

. the aid (afforded by the Federal Reserve System to the
membet banks) is not extended by the Government of the United
States ; it is an aid by the banks to themselves. They own the
Federal Reserve System. The Government simply has a super-
visory control over it.”

Even this supervisory control, except in the case of extreme
national emergency, was mainly concerned, in its definitive
legal aspects, with regulations referring to the issue of notes
and the deposit of gold and silver in the United States Treasury
for their “redemption”; while even this control, which is
concerned with a relatively unimportant matter, when com-
pared with the issue of bank credit by member banks of the
Federal Reserve and National Banks alike, was resented by
Senator Glass—whose very honesty and integrity, as a banker,
has directly prevented him from realizing what the true issues
are in this national and world emergency. His evidence on
this point before the same committee, is appended below.

“ Federal Reserve Banks have not the right to issue (notes).
The government has the right to issue upon the request of the
Federal Reserve Bank, and . . . the member banks of the system
did not want that done. . . .”

Now although the issue of both notes and credit is much
more involved in the United States than in England (where
the issue and control of both are now determined absolutely,
and in their totality, by the policy of the Bank of England);
and while the situation is made more complicated by the dual
control and actual rivalry of the Federal Reserve and the
National Banking Systems, the following figures, abstracted
and approximated from the U.S. Treasury statement for the
month of February, 1933, will give a rough but fairly
accurate picture of the diverse components of the American
currency :
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Subsidiary silver (standard silver

dollars omitted) . : : 300
Minor coin (nickel and bronze) . 130
Gold certificates . . . 1,300
Silver certificates . . . 500
Treasury notes of 1890 . . I
United States notes . . . 346
Federal Reserve notes . . 3,000
Federal Reserve bank-notes . 3
National Bank notes . : ; 900
Bank deposits . . : . 50,000

Total ] . 56,480 (in millions of dollars)

These figures ! again make no pretence at literal accuracy,
and are given, as in the case of the table for the British cur-
rency, to give some idea of the mutual ratios maintained between

e various components. In any case, the figures for each
suffer a continuous modification, while the whole basis of the
currency, particularly with respect to what is and what is not
“legal tender ”, is being revised under President Roosevelt’s
administration. -

With this explanation, it will be seen that the total amount
of State-issued money—including all bronze, nickel and silver
coin, dollar bills, greenbacks, Treasury Notes and gold certifi-
cates—was formerly some $2,577 millions. When the retire-
ment of the gold certificates and Treasury notes is completed,
this total will be further reduced to some $1,276 millions.

1In the figures given above, standard silver dollars are omitted en-
tirely, although there are still some $28 millions in circulation. When
they are returned to the banks, they will find their way back to the Trea-
sury, there to be retained, with over §oo million others, as backing to the
silver certificates (dollar bills) listed above. Similarly, of the 1,300
million gold certificates listed, only some 600 ‘million were in circulation
in February, 1933, while the return even of these in exchange for Federal
Reserve or National Bank notes, has become mandatory under the present
administration. The Treasury notes of 1890, which were issued in pay-
ment of silver bullion purchased under the Sherman Silver Bill of July
14th, 1890, are similarly cancelled and retired whenever received, under
the Act of March 4th, 1900. The United States notes, or *“ greenbacks ”*,
are protected, to about half the amount now in circulation, by a gold
reserve of some $156 millions, held in the U.S. Treasury.
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The remaining $55,000 millions, in notes and bank credit, is
issued by and is the property of the Federal Reserve and National
Banking Systems. So that here, as in England, the banks own
and control all but some 2 or 3 per cent. of the total amount
of money in existence.

It should strike the general public in England as an extra-
ordinary fact that virtually the whole of the public money
is now owned and controlled by bankers, whose policy is sub-
ject to the absolute dictatorship of the Governor and Board
of the Bank of England, a private corporation,

(a) the list of whose shareholders is still not accessible to

them,

(&) whose actions and policy is not discussed by their elected
members in Parliament assembled, because it is a
private corporation ;

and the general public in America as an equally extraordinary
fact that the policy of their Federal Reserve and National Bank-
ing Systems, who, between them, similarly own virtually all
the money in the country, is not directly controlled by
their elected representatives in Congress, except in respect
of certain (now almost obsolete) regulations governing the
comparatively unimportant matter of note-issue: and that a
very able and honest ex-Secretary of the Treasury, Senator
Glass, should so accept this situation and the dominance of
the bankers’ point of view as to resent the * supervisory con-
trol ” of the Federal Reserve by the Government (then being
increased under Roosevelt) to such an extent as to petulantly
protest, in his evidence before the Senate, that

“ the only aid the Government (gives to the Federal Reserve)
is to institute a system of espionage in them .

Now although it ought to be quite clear to anyone who has
studied the matter impartially, that the chief cause of the present
financial chaos is the fact that the governments of the world
have not, up to now, instituted permanent * systems of espi-
onage " in their respective banking systems, it is easy to under-
stand why Senator Glass should resent this development. The
involutions of finance, especially in the high insanity of its
present behaviour, are, as has already been pointed out, entirely
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beyond the comprehension of the uninitiated. And the inter-
ference of uninformed and “ muddling” Senators and Con-
gressmen, which only makes more difficult the delicate task of
maintaining a world fiction, is naturally resented by experienced
bankers.

Here, it is important to point out that government inter-
ference or control with respect to the administration of its
banking system, is not advocated—in fact, the opposite.
Bankers are experts at their job, and as administrative entities,
the banking systems of the world are probably much superior
to anything else we have—both as regards efficiency and
departmental integrity. The nationalization of the banks,
vaguely contemplated by certain sections of the Communist
and Socialist movement would undoubtedly mean the adminis-
tration of the same system by a horde of incompetent and
inexperienced government officials.

But with regard to policy, i.e., as to how and to what extent
money should be issued, bankers are the last people in the
world to express an impartial opinion. For they are con-
cerned with the preservation of *sound” money (in the
special sense already briefly defined) first and foremost, and
only in a secondary sense with the true function of money-
issue—which should certainly be that of effecting the mutual
exchange, between individuals, businesses and nations, of all
the goods and services, available and transportable between
the peoples of the world. In practice, finance is now chiefly
remarkable for the extent to which it manages to prevent this
exchange, as Chapter III must abundantly prove. Bankers
and financiers seem to act on the assumption that if a *“ sound ”
currency is maintained, goods will or should be automatically
exchanged. If, as in practice, they are not, then apparently
it cannot be helped. The goods will be destroyed, but “sound ”
money must and will be maintained.

For there is not the slightest doubt that the original intention
in the Constitution of every nation was that the control over
the issue (and thereby the ownership) of the medium of exchange
should be in the hands of their respective Emperors, Kings and
Governments. For this reason, from the time of Casar on-
wards (and from times before him) the * coin of the realm ™
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has always borne the ““image and superscription” of Kings
and Rulers. Section 8 of the American Constitution specific-
ally states that

* The Congress shall have power to . . . coin Money, regulate
the Value thereof, and of foreign Coin, and fix the Standard of
Weights and Measures.”

Now, while in America, as in every other country to-day,
the authority of the Government to fix and maintain the standard
of weights and measures is not questioned, the authority to
regulate the much more important standard of money-value
“and of foreign coin ” has passed, here, as elsewhere, with-
out any sign of public protest, into the hands of a highly
organized body of national and international moneylenders.
Again, while the granting of an absolute monopoly in the
production of even a minor commodity is not contemplated
and would be strenuously resisted by the community, an
absolute monopoly in the creation of money, the most vital
commodity of all, has passed, again without any sign of public
protest, into the same hands.

In the face of this, it is indeed extraordinary that Senator
Glass, as well as the majority of men who have the public
welfare at heart, should resent even the suggestion of control
by the United States Government with respect to the monopoly
of its banking system, both in the coining of money (now
substantially the issuing of notes and the creation of credit)
and regulating the “ Value thereof”—a monopoly that has
patently been usurped from the very Government which now
proposes to re-exercise at least a “‘supervisory control”
over it.

For while the dollar bills of the American currency still
bear the *“ image > of certain of its past Presidents, the “ super-
scription ’—except in the case of a few Treasury notes and
“ greenbacks ”—is that of some National or Federal Reserve
bank :

“ The Federal Reserve Bank of X (or some National Bank)
will pay to the bearer, on demand, x dollars ” (in gold, silver, or—
as in the case of the new Federal Reserve Bank notes—some other
form of currency tactfully not specified).
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In the case of the whole of the English note-issue, the *“ image ”,
where it exists, is now that of the private corporation calling

itself the Bank of England, while the “ superscription ” reads,

“The Bank of England. Promise to pay the Bearer, on
Demand, the sum of (One Pound) * (currency form of redemption
again tactfully not specified).

While, in the case of both countries, bank cheques, which
now form the vast bulk of the medium of exchange, invariably
bear the “ superscription ™ of the bank which issues it.
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CHAPTER VII
THE GENESIS OF THE MONEYLENDER

N the long process of effecting this vast appropriation and

monopoly, finance has not proceeded openly and directly,
but by a scrupulous attention to legislation concerned with
the now relatively unimportant matter of note-issue, has striven
to give the impression that its procedure has invariably been
constitutional, thereby producing a vague conviction in the
public mind that the control of money is still with the public
and their elected representatives. The issue and control of
the metal ““ coin of the realm * is still in the hands of govern-
ments, as it would have been impolitic to interfere with such
a visible symbol of money authority: an actual minting of
coin by banks would be distrusted even by the least informed
sections of the community. At the same time, the minting,
maintenance and replacement of mutilated coin is a compli-
cated and costly business which is conveniently carried on by
the Treasury at the expense of the public. It is moreover
available in such small amounts (compared with the total
volume of bank deposits), that its control by the Government
does not interfere with finance’s absolute control and owner-
ship in the matter of notes and credit—which, conversely, are
easy and cheap to print ! .

Before the development of the bank-credit system, which
now completely dominates the currencies of the world, the
banks set their seal of monopoly on the issue of notes, and
have strenuously, and usually successfully resisted every
government attempt to issue them. This resistance and this
victory have invariably been achieved in the clamant interests
of “sound ” money. So that whenever governments, during
some period of desperate financial stringency, have printed
their own notes and put them into circulation, the banks have
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consistently warned the country of the dangers of “ inflation *’
through the issue of “ inconvertible paper money ” and have
terrified peoples and governments alike by prophecies of
catastrophe if such * printing press methods ” were continued.

Seeing that the bankers have successfully operated their own
printing presses to issue notes, * convertible ”’ into gold, in a
fluctuating ratio, with respect to deposits, of about one to ten,
it will be interesting to discover what, in their opinion, consti-
tutes “sound ” money, and why the use of a government
printing press, rather than a bankers’ printing press, should
endanger it.

For the answer to this question, which undercuts the whole
of the past and present history of banking practice, it is necessary
to go back several hundred years and consider the transition
of the medieval goldsmiths into moneylenders—the close, and
indeed, exact relation of whose activities to modern banking
methods is so ingeniously misrepresented in all the standard
textbooks on the subject.

Gold itself being the direct and virtually the only symbol
of accumulated wealth in those da}'s (notes and bank credit
being still oﬂimally “ undiscovered *), it was natural for mer-
chants and private individuals to deposit their gold with gold-
smiths for safe custody; the goldsmith in return giving a
signed receipt for the amount of gold deposited with him.
The next stage of development was described by Major C. H.
Douglas in the Ipswich speech already referred to.

. these goldsmiths’ receipts . . . began to pass from hand
to hand in settlement of debts, thus forming the original bank
notes, since they had to be met upon presentation by the delivery
of a specified amount of gold plate.”

So far, so good ! A great convenience has been effected for
all the merchants concerned, and the goldsmith is entitled to
make a charge for his service and safe custody. The currency
—in so far as it is represented by these receipts—is on a true
gold basis. For each receipt or note in circulation there is
a deposit of gold in like amount at the goldsmith’s, and conse-
quently all can be redeemed in gold, even if they are all presented
simultaneously. Under such circumstances, the goldsmith
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would obviously have nothing to fear from a run on his *“ bank ”
for gold.

In practice, however, it was found, as Major Douglas goes
on to say, that these receipts

*“ were found to be so convenient that they were used (as currency)
until they were worn out, passing from hand to hand exactly
like a modern £1 note, and were only occasionally used for their

original purpose of drawmg out the gold plate from the custody
of the goldsmith ”.

The goldsmith therefore found himself in virtual possession
of a store of gold which was never claimed ; and being very
unwilling, as are our modern bankers, to see so much gold lying
“idle ”, he realized that he could “lend ” this remainder at
“interest ”’ with perfect safety, and thereupon proceeded to do so.

This procedure—the lending of money which is not the
property of, but is only deposited for “safe custody” with
the lender—is, in itself, entirely unethical, and is fraught with
serious dangers for the community. It is, however, only the
first step in the moneylenders’ game.

In practice, the goldsmith discovered that less than one-tenth
of the gold deposited with him was claimed and taken out at
the same time, and that therefore he always had more than
nine-tenths which he could lend out at interest. He therefore
issued to the borrowers his signed personal notes for gold
on demand for this nine-tenths remainder. These were used
by the borrowers to pay their accounts or debts, thereby also
passing into circulation as

Here again his personal notes functmned so successfully as
a medium of exchange that less than one in every ten—on an
average—were presented for redemption in gold at the same
time. He therefore found that he could not only lend the
more than nine-tenths of the gold originally deposited with
him, but also that he could issue his new personal notes to
borrowers up to ten times the amount of this remainder, and
be quite certain that, in practice, not all of his gold would be
withdrawn (through the presentation of his original receipts
or his subsequent personal notes) at one and the same time. If,
therefore, he could always supply gold on demand for the

proportion of notes continually presented for redemption
M.I. F
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(actually, at any time, always less than one-tenth of the total
number of receipts and personal notes in circulation), he could
maintain the illusion that the whole of his note-circulation,
receipts and personal-notes alike, was * backed” by gold.

The successful maintenance of this illusion, which depends
essentially on the proportion of people in the community who,
in practice, are likely to and do present their notes for gold
redemption at the same time, is the * convertible paper ” and
the “ sound ” money of the modern banking system.

Let us now consider some of the extraordinary consequences
of this proceeding. There were, let us suppose, 10 original
depositors, who each left with the goldsmith gold equal to one
major unit of the currency. There are now in circulation
10 goldsmith’s receipts, collectively equal to and actively
functioning as 10 units of currency. But by loaning out the
9 unclaimed units of gold to go borrowers as described (each
borrower being assumed to borrow one unit of currency),
9o of the goldsmith’s personal notes are now in circulation
and also function as 9o units of the currency.

By virtue of the illusory gold-backing to his notes (the
illusion never being destroyed as no more than 9 notes are
simultaneously presented for the 10 units of gold in his vaults),!
the goldsmith has created 9o units of currency, which were not
in existence before, whick he claims as his property, which there-
fore must be repaid him, and on which he will charge interest,
say at § per cent., until such time as they are repaid him.

If we suppose him to charge a similar rate to his original
depositors for this *“safe custody” of their gold, the fact
emerges that there are now 100 units of currency in circulation ;
10 the property of the depositors and 9o the property of the
goldsmith, with a fixed yearly charge owing to the latter on
every unit.

1 Tt should be understood that the actual process of withdrawing gold
(unless for “ hoarding * purposes) eventually meant the acquisition of
this gold by some other individual, who would, in turn, deposit it with
a goldsmith.

In this way, the original stock of deposited gold, although continually
being withdrawn and deposited by this process, remained substantially
the same, and was thereby always at the disposal of the goldsmiths as
gold ““ backing ” to their note circulations.



THE GENESIS OF THE MONEYLENDER 67

It should be remembered that, at the beginning of this pro-
ceeding, the goldsmith owned nothing whatsoever (if he did,
he could and would generate a similar cycle of debt-creation,
based on his own gold). At the end of the transaction, the
original depositors still own the same number of currency
units as they did at the beginning. (If they earned more in
trade, and deposited the gold equivalent of all or any part of
it with the goldsmith, this would similarly enable the latter
to initiate a further cycle of debt-creation, up to ten times
the amount of such deposit.) Whereas the goldsmith now owns,
and therefore controls 9o units of currency; his total yearly
receipts for both service charge and interest (over and above
the ownership of the created currency) being 5 units of currency,
i.e., half the value of the original gold deposits—the whole of
this extraordinary creation and appropriation of interest-bearing
currency being based on other people’s money deposited with
him for *“safe custody ™.

If we add to this the fact that these * fictitious loans ” (to
borrow a convenient phrase from Professor Soddy) were onl

ted against evidences of tangible security deposited wi

the goldsmith in an amount always in excess of the loan, and
that this security was confiscated by the goldsmith if these
“loans ” were not “ repaid ” when called, we have an accurate
picture in miniature of the modern financial system, under
whose dictates we all necessarily live and suffer. Modern
finance, even in the complicated medley of bugaboo which is
carried on under the sounding titles of High Finance and Inter-
national Finance, is simply a vast elaboration and mystification
based absolutely on these simple but monstrous principles.
And were it not for the fact that it is necessary, unfortunately,
to prove to an incredulous public that this exact relationship
exists, this study of the modern financial system might well stop
here. For, undoubtedly, if these medieval precedents were
universally understood and appreciated, the world to-day
would have no difficulty in solving its desperate economic
problems.

Since the time of the goldsmiths, these moneylending princi-
ples have been extended to the exclusion of all other methods
of creating money. Whereas, in medieval times, the money-
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lender functioned side by side with the authorized issuers of
the “ coin of the realm ”, the majority control has gradually
passed from the latter to the former, until to-day, the money-
lenders of the world are incorporated under a legalized system,
known as the banking system, which is so organized, nationally
and internationally, that 98 per cent. of the money in and out
of circulation belongs to them, while a// new money is created
as a debt in their favour. Under these circumstances, industry’s
need for more money to meet its continuous expansion, is
necessarily and simultaneously the modern financiers’ oppor-
tunity to create an equivalent debt against the community—
a debt which it is mathematically certain it can never repay.

This rise to power has been accompanied by a notable change
in the social status of the moneylender. It is only necessary
to refer to such a figure as that of Shylock, in the * Merchant
of Venice ”, to realize that (quite apart from all racial or con-
fusing sentimental considerations) the moneylender of medieval
or early renaissance times, was a despised and hated figure.
People thought and felt a little more directly in those days, and
although their knowledge of the actual working of the money-
lending game was probably just as vague and elementary as
it certainly is to-day, they somehow arrived at a correct estimate
of the moneylenders’ position, i.e., as a vampire, who visibly
lived by first injecting and then sucking away the very life-blood
of social and industrial enterprise.

When the blood-stream of the body politic, then as now,
is enlarged by the creation of new money (debt), it eventually
returns to the moneylender vitalized and enrichened in its
passage through the industrial cycle by the addition of interest-
corpuscles which have been acquired at the expense of society.
But the root of the trouble is not so much that the moneylender
thereby lives comfortably and ghoulishly on the life-blood of
the Body Politic, as that the heart of the system (the pump
which controls the issue and withdrawal of credit) is outside
the organismitself. Under these circumstances, natural develop-
ment is fundamentally inhibited, to the ultimate discomfiture
of organism and money-vampire alike. It is obvious therefore
that the first step necessary to revive the anaemic organism of the
Body Politic to-day, is to put the heart back into the organism,
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i.e., allow credit to be issued and controlled automatically
by the dynamics of industry. In this way, the mutual relation-
ship, as in the human organism, between bones, flesh and bodily
activity on the one hand, and the blood-stream on the other,
would be established.  As it is, money is now issued for usurious
purposes only, while the total amount issued is determined,
eventually, not by the vital needs of industry and society, but
by an entirely fortuitous circumstance—the amount of gold
that happens to be in existence in the world at the time in
question. It is only just, therefore, to point out that, if the
moneylender is our master, he, in turn, is dominated by gold,
which is still enthroned at the very apex of the modern idolatry ;
and that his position as high priest is ratified by common consent
and full legal authority.

It seems that, without comprehending it, the medieval mind
instinctively felt this, and the moneylenders continued to be
feared and detested by all people in or out of their clutches.
In the meantime, Kings and Emperors were too busy fighting
amongst each other to bother about how money came into
existence, and were themselves driven to usurers for money
which they needed for wars and other emergencies. Thus it
came about that,

“ the Imperial Democracy that held a world beneath its sway,
from the senators who bore historic names down to the humblest
tillers of the soil, from Julius Casar down to the smallest shop-
keeper in a back street of Rome, was at the mercy of a small group
of usurers” (G. Ferrero, *“ The Greatness and Decline of the
Roman Empire ”, vol. vi, page 223).

It is significant that the Bank of England, possibly the largest
and certainly the most highly organized debt-creating agency
of all time, came into existence, in 1694,

“ as an expedient for gaining money for William III’s continental
wars against Louis XIV . . . the capital of £1,200,000 being at
once subscribed. The whole of this amount was lent 1o the State
at & per cent. per annum, to which was added £4,000 a year for
the expenses of management. The Bank was empowered to issue

1 See also Chapter XXIII.
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notes to the same amount, but not beyond” (Ernest Sykes,
“ Banking and Currency ”, London, Butterworth, 1925).

With this rate of interest guaranteed by the State, it is not
surprising to read that the capital was “ at once subscribed *.
Since that time, its power to issue notes “ not beyond ” the
amount of this capital, has somehow expanded to its present
total of £ 450 millions, while its control over the issue of credit
to a total of some £2,000 millions, is absolute.

But the moneylenders rise to respectability and power was
definitely achieved at the end of the eighteenth and the beginning
of the nineteenth centuries, when the banking-house of Roths-
child controlled the destinies of Europe and the profound issues
which devolved from the French Revolution much more abso-
lutely, if a good deal less spectacularly, than did Napoleon.
Their position thus acquired was firmly consolidated by their
close co-operation with Metternich in his subsequent deter-
mination of European policy and the “ balance of power ”.
Since then, they have been universally accepted by Church
and State through the silent assertion of their money authority ;
and the sinister nature of their origin has been entirely forgotten.

The change from greasy gaberdine in the back streets of
Venice to top hats in Threadneedle Street has been the change
from a sinister, skulking, despised but still incomplete power,
to an equally sinister but now open autocracy, which receives
the full measure of public approval. Of the absolute
authority of Finance to-day there can be no question. To
those who still cling to an illusion that politicians, bishops,
military authorities, judges and educators, or some combination
of any two, three, four or all five of them, have the fate of
nations and the world in their hands, it should be unnecessary
to submit evidence to the contrary—for that evidence is every-
where—and because the ultimate authority must, in the very
nature of the case, be with Finance.

Seeing that all things are produced through the agency of
money, and that all money now comes into existence as a debt
to the banking systems of the world, this simply means, as
Major Douglas has said, that our now internationally organized
moneylenders “ are the actual or potential owners of everything
produced in the world *.



CHAPTER VIII
HEADS I WIN, TAILS YOU LOSE !

HIS extraordinary rise to respectability and power has

been based on a subtle legalizing of the fiction with
regard to the moneylenders’ * gold-backing ” to his currency,
and the necessity for preserving ‘“sound” money, i.e., a
note and credit circulation which, according to the money-
lenders’ practice, as described in the previous chapter, will be
“ convertible ” into gold.

When, during one of the monetary crises which the bankers
would have us believe are part of the natural order of things,
the carefully fostered illusion of *“sound money ™ is broken,
and it is shown quite clearly that gold is not available for the
redemption of the notes and bank “ deposits ” of the money-
lenders’ creation, the very agony of the situation strengthens,
rather than weakens, man’s dependence on their system. The
desperate hoarding of gold during a crisis is pathetic evidence
of this.

This superstitious allegiance to gold, and the sacrifices
involved, has been given, in historical sequence,

(1) to the metals gold and silver directly ;

(2) to gold or/and silver, plus so-called “ convertible

gold or/and silver notes and certificates ;

(3) to a developing international gold standard—in England,
roughly between 1844 and 1914—based increasingly
on the cheque and bank-credit system ;

(4) to a developing gold exchange standard, 1914-1933,

almost entirely on bank-credit.

The common denominator with regard to the moneylenders’
policy, in all four stages, is the establishment of a so-called
“ mutual liability * between finance and the public, with regard
to the ownership of the gold and the debts which are based

"_:,"l
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on it—a fiction which was possibly maintained between the
priests and worshippers of the old idolatry with regard to the
“ possession ” of gold. In point of fact, both debt and the
““ ownership of debt ”’, whether expressed in terms of gold or
notes and credit based on gold, are simply abstractions called
up out of the deeps of man’s subconsciousness, ultimately to
confound priests, financiers, the modern public and savage
worshippers alike.

For, if we examine the theory of * mutual liability ”* between
the banks and the public, on which the expansion of all modern
currencies is based, it can only be with a feeling of amazement
that such a criminal fallacy, concerned, as it is, with the very
fundamentals of national well-being, should ever have come
to be sanctioned by the full authority of legal process. The
inescapable conclusion is that the law, like every other com-
ponent in the mechanism of modern civilization, has, over long
periods of time, been gradually suborned or coerced by the
grinding power of finance.

The case is presented in miniature by Hartley Withers, in
his “The Meaning of Money” (London, Murray, 1930),
where Jones has been granted a loan of £10,000 by a bank.
The extraordinary argument proceeds as follows :

“ These notes, being a promise to pay (in gold on demand)
by the bank, are in effect a loan by Jones to it [sic], and thus Jones
and the bank have become mutually indebted. The bank has
lent £10,000 to Jones, and he, by taking payment in the bank’s
promise to pay, is lending it £10,000 as long as ke refrains from
presenting the notes and demanding cash (gold) for them.

* Jones and the bank are thus mutually indebted, and by their
agreement to owe one another money the currency has been
increased by £ 10,000, and to that extent Jones is enabled to hire
and load a ship for foreign trade, or otherwise to engage in pro-
ductive enterprise.” '

If it is a genuine case of mutual indebtedness, why are the
banks entitled to draw eternal interest on the full amount of
such loans? (The extent to which interest may be regarded
as a legitimate charge for service will be considered in a later
section.) And if Mr. Jones is automatically required to deposit
evidences of tangible security with the banks as collateral against
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a mutual loan, why are the banks not called upon to deposit
similar evidences of security with Mr. Jones?

Even if we neglect these important instances, it is evident
that this theory of mutual indebtedness falls down at once, on
Mr. Withers’ own testimony, as soon as the question of mutual
repayment is introduced. Mr. Jones, of course, is expected
to repay his obligation to the bank in full, but an ‘a priori’
reservation, with respect to repayment, is made in favour of
the bank, in the agreement itself. In fact, Mr. Jones cannot
be considered as having made his “ loan ” to the bank unless
“ he refrains from presenting the notes and demanding (gold)
for them”. Which is simply to say that the agreement will
not hold if Mr. Jones exercises his right of contract. This
theory of mutual indebtedness is evidently the converse of
the schoolboy method of proving a proposition in Euclid by
first assuming it to be true. A strange theory, indeed, on
which to rest a world civilization !

In actual practice, the banks can and do exercise their privilege
of demanding repayment, as far as it is politic for them to do
so, but Mr. Jones, who represents the general public in every
country in Western civilization to-day, not only does not but
cannot exercise his privilege beyond about one-tenth of his
“legal ” right to do so. If he does, as he is often forced to
do during a monetary crisis, the whole system comes toppling
about his ears, and Mr. Jones, through the agency of his govern-
ment, is forced to intervene to protect and perpetuate the very
fallacy which brought about the crisis. This monetary Humpty
Dumpty, which has already fallen off the wall many times—
only to be reinstated by the combined efforts of all the King’s
horses and all the King’s men—is now sitting so precariously
on his perch that the gentlest breeze will have him down again.
In the meantime, trade * depressions”, which invariably
coincide with these desperate crashes, are part of the natural
order of things !

The position, in fact, works down to this. Mr. Jones, who
represents the whole of industry and private enterprise through-
out the world, is forced to sign this suicidal agreement because
it is his only means of obtaining the new money which he
desperately needs. When he is called upon to repay his
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“loan *, and cannot do so, the bank exercises its right to claim
the tangible security deposited by Mr. Jones as collateral against
it. In this way, the banks, by virtue of the fact that they now
hold 98 per cent. of all the money in existence under similar
agreements and have the monopoly to create all new money
on similar terms, are undoubtedly “the actual or potential
owners of everything produced in the world ' ; actual owners,
to the extent that they have already claimed property and good-
will in lieu of loans which generations of Joneses have been
unable to repay ; potential, by virtue of the fact that they have
a similar legal right to claim ownership in lieu of loans which
cannot be repaid now, as well as to everything that may 