system creales and spends, as a consumer, at least as
much money as the amount it demands as interest on
the money it creates and lends, the impossible feat has
to be undertaken of trying to repay more money than
is In existence.

How, then, is the trick performed? The answer 1s
simple. It isn’t performed; it is postponed. All that
happens is that the world is lent further credits (z.e.
debts) and pays, for the moment, out of them. To-day’s
debt cannot be repaid except by incurring a still bigger
debt for to-morrow. The process never ends. The
debts pile up, that is all; until at last there comes a
time when the Debt’s sheer size prizes open the eyes of
people to the tragic farce of the whole principle of
debt on which the system works, or else the debts
themselves become unbearable. There 1s some evi-
dence that the time has come when both these things
have happened simultaneously. |

Thus the Internal Debt of the United States 1n 1932
stood approximately at 218 billion dollars. In the
case of England, however, the noteworthy fact is not
the appalling amount of her Internal Debt but the
fact that it grows bigger every day. And this in spite
of the balancing of budgets, high taxation, and obedi-
ence to all the rules. (Perhaps because of this obedi-
ence?) According to Mr J. Taylor Peddie, speaking
in June 1933: ‘“We have as a people contributed
through Sinking Funds and Budget Surpluses since
1919 a sum of £931,000,000 towards the redemption
of the Internal Debt, but this Debt is greater to-day
than it has been at any time since the end of the War.”
As regards External Debts, the wails which went up
at the World Conference from creditor and debtor
nations alike arc still fresh 1in our ears.

That abortive meeting of sixty-six patients is worth
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one final glance. The Conference was called, though
not in so many words, to examine how the nations
could pay their debts. Ifit had been called to examine
the things which had caused those debts, or, better
still, to examine the things that had caused. the things
that had caused them, the Conference would have
been magnificently worth while. As it was, the dele-
gates took only one important decision. This was
when their President, Mr Ramsay MacDonald, whose
emphasis of tone we have italicised in print, spoke
these historic words: ‘I think I express the wishes of
the great body of the delegates when I say that we have
not come here to discuss mere economic theories and gener-
alities . . .”; and none disagreed. Have 1t your
own way, Mr MacDonald, have it your own way; a
conference only means a few more thousands of the
taxpayers’ money. But let us at least pomnt out one
‘“mere economic theory and generality.” The world
cannot return 105 things when only 100 of them are
in existence to return; and the world as a whole can
never pay back its debt to the banking system because
the amount of money requisite for the total repayment
of total loans plus total interest is never, and never
can be, created by the banking system without lhe
creation of fresh debt. In banning this “mere economic
theory” and a dozen equally basic “generalities” as
too trivial to discuss, you sounded the fatlure of the
Conference ten minutes after it opened—its failure,
that is, from the World’s, as distinguished from
Finance’s, view.

Never under your presiding—unless you change
your note—will either 66 or 6 or 666 nations be able
to put Humpty Dumpty on the wall again—except in
such a position as to ensure another and even more
disastrous fall in the not far-distant future. There 1s
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nothing whatever wrong with Humpty Dumpty in
himself; he enjoys the constitution of an ox. It is
the wall he has to sit on that is rotten. But you
won’t even look at it.

It the present economic system is breaking down in
practice, surely the first thing to be discussed by people
who did not mistake a museum for an asylum would
be the theories on which that practice was based. Had
this been done, the museum inmates would have
found that the present financial system might be best
described in the words of Mr W. Dyson as “a system
for the creation of unpayable debts.”

Before passing from the important contemplation
of all money as debt, there is one very natural ques-
tion that we must try to answer. When and where
did it all start? Have we always been in debt? Did,
1n short, the banking system start its career as a lender,
as 1t is to-day, or was the first item in the first bank
account a true deposit for safe-keeping of a customer’s
money tokens? A natural question, this, but perhaps
not much more to the point at a time when the world
1s 1n acute anger and distress than the vain problem
of which came first, the hen or the egg? There is no
exact answer, for so far as the writer is aware the pre-
cise evidence is lacking. None the less two things may
be noted which show the way the wind has been blow-
ing for at least some centuries. The first is that the
Bank of England came into being, not because William
111 had a sum of money and wanted a bank to deposit
1t in, but because he wanted to borrow money; and
the second thing to be noted is the fact that the Bank’s
fiduciary issue of money represented then, as now, not
the Bank’s debts to the Government, but the Govern-
ment’s debts to the Bank. Thus England’s financial

system has been based on the principle of debt for
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more than two hundred years, beyond which period

it. would seem, for all practical purposes to-day, some-

what academic to delve.

T ULTIMATE RESPONSIBILITY

The power of the banking system, ,m:.ocmv. its
functions of creating, expanding and contracting,
regulating and destroying money, 1s mbo&oc_m_&_og
unparalleled, and sinister. Owning the moE. on which
money rests it owns the money; mw@ from 1ts owner-
ship of that, control of monetary policy and 948@8
of national policy follows. Mr McKenna again en-
lightens us, still speaking as Chairman of the Midland

Bank:

“To define monetary policy in a few words,” he
says, “I should say it is the policy which concerns
itself with regulating the quantity of money. As 1
shall show later, it is controlled by the Bank of

England.”

Is this not a monstrous usurpation of sovereign
powers? As a man owns his oo%cmoﬁ.m of Eow&v
should not a community own the money tickets which
are its economic blood? Should we not soon send
about his business a doctor who treated us only on
condition that we solemnly regarded our blood as a
permanent ‘“debt” to him? And should we not view
with suspicion a firm of printers, say, who, ,ﬁgm:\
because it printed railway tickets, anmma.a to establish
a subtle ascendancy over the whole railway system
and made the board of directors no less than the engine-
drivers and porters, and of course the passengers,
beholden to it?

We may fulminate and roar as much as we Enmwm”
and elaborate indignant metaphors to our hearts
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content—and a measure of vituperative explosion is
no bad thing, lowering as it does the pressure of pent-
up exasperation—but it will all be empty and futile

as a windbag unless we realise that the ultimate blame

rests not upon the banking system nor upon our stars,
but upon ourselves. Let us be clear about this. The
banks function as they do by our consent. We have
chartered them. And ever so often the world renews
the charters of its banks. If we dislike the way the
banks behave we should refuse to renew their charters.
There 1s our constitutional remedy, lying to our hand.
Why don’t we use 1it? The answer is supplied in the
words of the disitllusioned politician who said to the
young enthusiast: *““My boy, don’t you know that the
depths of public apathy and ignorance in this country
have as yet been hardly touched?’ Sull, that was
said some while ago. . . .

Introducing the Bank Charter Bill in 1844, whereby
the nation finally enthroned the Bank of England, Sir
Robert Peel delivered himself of these reflections.
““There 15,” he said, ““no contract, public or private,
no engagement, national or individual, which is un-
affected by 1it. The enterprises of commerce, the
profits of trade, the arrangements made in all the
domestic relations of society, the wages of labour,
pecuniary transactions of the highest amount and the
lowest, the payment of the National Debt, the pro-
vision for the national expenditure, the command
which the coin of the smallest denomination has over
the necessaries of life, are all affected by the decision
to which we may come.”” It would be interesting if
Sir Robert could tell us to-day what he thought of the
results of that fateful decision. Since he cannot, let
us at least be clear that such decisions—and their
opposites—are made by us. The banking system is
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impregnable and its monopoly secure only so long as
the world’s parliaments, governments, and "treasuries
allow. These at least we have power over: we can
change and unseat them if they offend or disobey.
They are our mouthpieces, and if they are silent or
ineffective, it is because we ourselves are silent and
ineffective. We have none but ourselves to blame.

k)
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CHAPTER IX .
THE CHRONIC SHORTAGE OF MONEY

In the last chapter we saw something of the relation
of money to Gold, but nothing of what is far more
important—its relation to Goods. This relation we
shall discuss now, and our hero and his henchman, the
Consumer and Industry, will return to the scene.

Let us forget for a moment, if we can, the antics of

the banking system, the extraordinary behaviour of
our bridge officials, and take our bearings.

If we have carried the reader with us, we are agreed
that of the three organs of the economic body—Con-
sumption, Production, Distribution—we have no choice
but to suspect the last of poisoning the whole body,
since we pronounced the other two organs healthy.
But that was only negative proof. Now we are ready
for the second operation, by which we shall be able
actually to locate and identify the poison, to see it at
work, and so establish positive proof of its presence in
the organ of Distribution.

We saw that Distribution depended upon Finance
and that Finance meant Money. So our inquiry
takes this form: Is the money distributed to a com-
munity enough for that community to buy all the goods
1t wants up to the total quantity which Industry
produces? The clearest answer to this question is to
be seen in a survey of the physical world around us.
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The acknowledged spectacle of poverty amid plenty
means and can mean nothing except that there exist,
side by side, a deficiency of purchasing power and a
sufficiency of goods. The productive system has to
work undertime, because if it worked at its full capacity
it could not help but produce a surplus of goods, which,
though needed or desired, could not be bought simply
because people did not possess the requisite money.
It does not need a New Economist to point this out
or a knowledge of higher mathematics to prove it.
Qualified people who have never heard of the New
Economics and know nothing about higher mathe-
matics are pointing it out and proving it every day.
Thus—and the examples could be multiplied in-
definitely :

1. In The Search for Confidence in 1932, the second
series of bulletins 1ssued under the chairmanship of
Mr A. H. Abbati, the total buying deficiency of
the world 1s estimated at between .£4,000,000,000
and £5,000,000,000.

2. In the Richard Cobden Lecture for 1933 Dr E.
Heldring, the Dutch shipowner, estimates that some
100,000,000 people in the world to-day would have
no purchasing power at all if other consumers did
not give them some of theirs in the form of either
governmental or charitable relief.

3. According to the National Bureau of Economic
Research (Income of the U.S., No. 2, pp. 242-248),
in 118 American Industry paid out $45,548,000,000
in the form of wages, salaries, dividends, bonuses,
pensions, compensation for injuries, etc. That is to
say, this was the amount available for the purchase
of consumers’ goods that year. But that year
American Industry produced consumers’ goods
to the value of $60,366,000,000. (Further, the
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45% billion of income is not all used as purchasing
power; savings and investments must be deducted ;
and, on the other hand, profits included in the 60

billion of price are not used to an appreciable extent
as purchasing power. If profits are small they are
neghigible in computations of this size, and if they

are large they go, not into the purchase of con-
sumers’ goods, but into investment or expansion
of business.)

About $40 billion was therefore distributed and

used as purchasing power to claim an output of

goods priced about $60 billion. And this propor-
tion holds also for the decade 1909 to 1918, inclusive,
during which time $266 billion was distributed as
wages, salaries, and dividends—and Industry pro-
duced $390 billion worth of consumers’ goods for
those wages and salaries and dividends to buy!

(The missing two-thirds was, as usual, made up
from sources outside the American industrial process,

namely, from the “credit”—i.e. debt—extensions of

the banks and from foreign trade.)

4. Mr Wallace Clark, whom we have quoted
before, finds that even in times of prosperity in-
dustries with which he was connected ran their
plants only 40 to 60 per cent. of the time, and adds:

“During these ‘good times’ of 1922-192g, lack of

orders or sales was usually accountable for 75 to 8o

per cent. of such large margins of equipmental
unemployment.”’

Tuae Frow or MoNgEY

Money, like blood, flows. The difficulty in the case
of most substances which flow in circles is to know
where they start; but with money this difficulty does

not arise, for we know now that it startsin a bank. The
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dividend we received yesterday, to-morrow’s salary,
the financial credit we keep meaning to send by cheque
to the tailor, the halt-crown Smith tried to borrow last
week, the notes in our wallet—all represent money
originally born in a bank—of a banker’s nod.

Once born, money flows as follows:

1. From the Bank to Production.

2. From Production to Consumption.

3. From Consumption back to Production.
4. From Production back to the Bank.

Following the flow 1n more detail:

1. Money flows from the Bank to Production as a
loan.

2. It then flows through the various stages of Pro-
duction as costs. When we speak of an article’s ““cost
of production” we mean simply the total volume of
money which has flowed through Production in respect
of that article.

3. That portion of the flow which succeeds in reach-
ing Consumption reaches it as purchasing power. Con-
sumption welcomes its arrival and regards it as a
stream of tickets wherewith to buy “consumable” or
“ultimate” goods. Then, at the moment of buying,
an interesting thing takes place—the act of purchase
starts the money on i1ts homeward course. The turn-
ing-point is the retail shop counter. The retail shop
counter 1s the limit of money’s outward flow, and as
1t passes over that counter it flows back into Produc-
tion. It flows back into Production as payments of
prices.

4. On 1ts last stage, that from Production to the
Bank, the money flows as repayments of loans; and
on arrival at the Bank it is destroyed as easily and
quietly as 1t was created.

157



The saying that money doesn’t last long thus takes
on a new meaning when we realise that every time we
spend 1t we are sending the amiable creature to its

death.

Tar CircuraTioNn MyTH

This is perhaps the best place in which to try to

dispel the illusion that the circulation of money in-
creases the purchasing power of consumers, that one
piece of money can do the work of several, and that
£, 1000 can distribute, say, £3000 worth of goods. This,
as Major Douglas has said, is a ““complete and major
tallacy.” But we must deal with it because it is so
commonly believed.

The familiar picture is that of a beneficent £1 going
the rounds of the town from butcher to baker, and from
baker to candlestick-maker, and enabling these worthies
among them to buy £3g worth of goods, the £1 in
question being able in some mysterious way to avoid
taking its place in the flow of money back to Production
as a piece of the repayment of costs. The picture is a
delightful one, and we should like nothing better than
to meet this accommodating £1 which is supposed to
spend 1ts time jumping back and forth over the retail
counter. Given over entirely to good works and
theoretically in perpetual motion, this surprising piece
of money seems to be a sort of financial widow’s cruse
—it never fails. Unfortunately, however, it does not
exist.

Perhaps the most effective way of appreciating the
completeness of the fallacy is to act as though it were
true, and see what happens to you. Suppose, then,
you are Boss—boss of everything, including Production
and the Money system. You produce a volume of

goods, and you offer them for sale at a little over
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£3,000,000 because the goods have cost you £ 3,000,000
to make (for you are a Very Just Boss, content with
a reasonable profit). Now, since you believe that the
butcher, the baker, and the candlestick-maker between

them bought £3 worth of goods with 1, you will

“conclude that [£1,000,000 will be enough for the

population to have in order to buy £3,000,000 worth
of goods, and you will accordingly supply your popula-
tion with that million pounds. Now, you need not
be Boss to perceive that as a result of your actions,
instead of recovering your costs of £3,000,000 (like a
Wise Boss), you will be [£2,000,000 out of pocket.
And no amount of reasoning, no amount of mathe-
matics, no amount of expert economics, no amount of
imagination, and no amount of “circulation™ will put
two million non-existent pounds into your pocket. In
short, £1,000,000 will not and cannot repay the
£3,000,000 which Production must be repaid if it 1s to
recover its costs and continue producing.

What happens at the butcher’s, of course, 1s that the
butcher, like everyone else, freats as purchasing power
what is in actual fact mainly repaying power, and the
actuality of this fact will be reflected in the butcher’s
accounts. The butcher, like everyone else, 1s able to
proceed along these convenient lines because of the
convenient and very proper fact that one pound note
is the same as any other; indeed, the interchange-
ability of our money tokens makes it happily impossible
for us to proceed, in practice, upon any other lines.
But the £1 we give the butcher is not in the last
analysis regarded by him as purchasing power to be
spent at the baker’s. Unless he wishes to head straight
for bankruptcy, he regards the bulk of that as a means
of repaying the wholesaler who supplied his meat,
and only what is left over and above that does he
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regard as purchasing power “with no strings on it,”
which he can use at the baker’s to buy more goods
from Production. Thus, if the butcher runs his busi-
ness at a general turnover profit of about five per cent.,
then about 1gs. of the £1 we have given him will be

treated by him as a repayment of butcher’s costs and |

about a shilling as purchasing power.

What people mean when they talk loosely about the
“velocity of money’s circulation increasing the dis-
tribution of goods and therefore the purchasing power
of the public,” is, quite simply, that the more quickly
goods are claimed from Production, the better. We
agree heartily—a brisk rate of claiming goods from
Production is, as the authors of 1066 and All That
would say, ‘““a good thing.” But it does not add a
penny to the purchasing power of the public or enable
a single additional article to be bought from Produc-
tion and consumed. How can it?

THE EXPLANATION

After this digression let us return to the flow of
money. Of the four kinds of flow we have noted that
the one which concerns us here is the flow from Pro-
duction to Consumption, where money flows as pur-
chasing power. Why is the volume of this purchasing
power less than the volume of the prices it is called
upon to pay?

Here 1s a compact answer given by Major Douglas
in Credit Power and Democracy :

A factory or other productive organisation has,
besides its economic function as a producer of goods,
a purely financial aspect. It may be regarded on
the one hand as a device for the distribution of pur-

chasing power through the media of wages, salaries,
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and dividends, and on the other hand as a manu-
factory of prices—financial values. From this stand-
point its payments may be divided into two groups:

Group A. All payments made to individuals.
(Wages, salaries, and dividends.)

Group B. All payments made to other organisa-
tions. (Raw materials, bank charges
and other external charges.)

" Now the flow of purchasing power to individuals
is represented by A, but since all payments go into
price, the rate of flow of price cannot be less than
A+B. Since A will not purchase A+B, a propor-
tion of the product at least equivalent to B must be
distributed by a form of purchasing power not com-
prised in the descriptions grouped under A.”

This passage contains a succinct statement of what
1s known as the A +B Theorem, and it would be unfair
to quote the above passage without adding that its
author, Major Douglas, has elucidated its packed
contents in divers forms and on divers occasions since.
The reader is perhaps especially referred to his reply
to the criticisms levelled at the Theorem by Professor
D. B. Copland of the University of Melbourne, and
by Professor L. Robbins of the University of London
(the reply is entitled The New and The Old Economics, The
Scots Free Press, 1s.).

T'he Theorem may be paraphrased as follows :

Quer any given period or at any given moment the volume
of purchasing power in the hands of a community 1is in-
sufficient to buy what that community has produced during
that period, BECAUSE the rate of flow of prices is always

PR P TRPETIIN Ny vy

greater than the rate of flow of purchasing power.

Even when expressed in such comparatively lay
161 11



language, it is clear that the Hraogﬂum ultimate proof
or disproof is a matter for mathematics rather than for
argument or philosophy. And 1f we suspect that the
use of the word “rate” involves (in the proof of the
Theorem) a use not only of mathematics but of the

higher mathematics, then we suspect rightly: it does.

For this reason, since the number of people conversant

with the higher mathematics is small, we do not pro-
pose here to prove the Theorem in this way. At the
same time the writer will be glad to put any reader
conversant with the higher mathematics in touch with
a professor of mathematics who will not mvww_&\ prove
the Theorem (that has already been done) but wio
also guarantees, as it were, to make the ?.o.om Emwm.
Or, again, he can find mathematical wBOm in Major
Douglas’s books. For ourselves, the economic state of N\Wm
world to-day—that of Poverty in Plenty—1s the Theorem's
best proof, for that state is observable by all and cannot be
argued away. | e
Without in any way attempting to  prove the
Theorem, however, the following points, put cate-
gorically and as briefly as possible, may help us to
grasp 1t : |
i. The word rate is the most important word 1n

the Theorem: the conception of money and of

the economic process in general as a Sflow s
¥ » “ﬂ ®
essential; and consideration of the " time factor

is paramount. |

2. What is irue of one ““factory or other productive
organisation’ is true of all; that is, it is true of Pro-
duction as a whole. What is true of one morment
or one period is true of any moment and any wmamomm
that is, it is true of every moment and of every period ;

that 1s, always. _.

What is true of a single thing is true of the sum of
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any bcavmw of identical things, whether these things
be factories or moments of time.

3. Therefore Consumption always can buy only

A
| +B

4. H.ﬁ 1s true that the B of one factory becomes at
some tume or other part of the A of other factories. But
not necessarily at the right time. It becomes part of the
A ww other factories before the goods in respect of
g.\rwow it was issued appear on the market. (A
simple example is the new industry for turning coal
into petrol. The erection of the necessary plant is
one of Imperial Chemicals’ B payments, and the
money to pay for it is being distributed to the
employees of the firm supplying and erecting the
Emmﬂp now ; that is, months before any petrol re-
sulting from the plant comes into the market.)

5 Therefore inflation takes place, inflation being
an 1increase 1n prices through the appearance of
money unaccompanied by “‘ultimate” or ‘“‘con-
sumable” goods.

5. " At the time that finished commodities are ready
for market their prices include certain items as costs
of @wom.cﬁmomu the equivalent of which in purchasing
power 1s not of necessity at that time in the possession
of consumers” (A. R. Orage).

7. Hrn omission of Profits from the Theorem does
not invalidate it. The inclusion of this item

strengthens it. A is then called upcn to buy
A +B+x, where Profits are x.

‘8. Eschew phrases like “But surely at the begin-
ning of the process. . . .” There is no beginning.

The . . : .
f1¢ cconomic process 1s a continuous, expanding,
circular flow.

a fraction of Production, the fraction being Iy
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ANOTHER WAY oF LOOKING AT IT

If we cannot grasp the A +B Theorem at first glance
we can console ourselves with the fact that many
people have been in the same boat before, mb.& also
with the fact that there are other ways—besides a
simple observation of the spectacle mnozbm us of poverty
in plenty—of demonstrating the chronic mromﬁmm@ of
purchasing power. Here 1s one demonstration for
which we are indebted to C. Marshall Hattersley, who

writes in This Age of Plenty as follows:

“Let us by way of illustration assume an isolated
and self-contained community in which consumers
spend on the average £ 10,000 A«omw:\ on the goods
they require and also invest 1n industry an average
weekly amount of, say, £500. To enable .9@5 to do
this they must receive from the producing system
an average weekly income of at least £10,500.
There is thus, ex Aypothesi, a constant flow of at
least £10,500 per week from the producing to 9.@
consuming system, and consequently a weekly addi-
tion of at least £10,500 to the amount sooner OrT
later to be recovered from the consuming public in
prices. On the other hand, although .mmnw week
L10,500 is recovered by the waomcommm system
through the two channels of price and Investment,
the average amount recovered each week THROUGH

PRICES is only £10,000.”

The above passage stands by itself and moo@m w&&@.
qualification nor explanation. In connection with
investment generally, however, 1t may be mﬁommm.& that
while it is quite true that those who invest this sum
of £r00 will receive as dividends therefrom (at 5§

per cent.) the sum of £25 yearly, and that after twenty

years they will have received back the whole of the
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£500, yet they receive this purchasing power back,
not only with a delay of twenty years, but also only
after having nitiated through their investments about £ 500
worth of Production, and so in the subsequent cycles

widening the gap between purchasing power and
prices still further.

Tur Cap Frrs

If these theories are correct and our diagnosis true,
we should expect certain theoretical results to follow:
and these are precisely what we find operant in the
world to-day, translated moreover, with all the force
of reality, into practical results. The general back-
ground of the picture is, of course, the sombre grey of
poverty in plenty: that at least fits our diagnosis.
But we can pick out the features of the foreground and
point to each, saying, * That is ~vhat the Theorem said
would happen, and must happen.” We choose a few

of the more prominent features to show how, too, too
well the cap fits.

ADVERTISING AND SALESMANSHIP

If the “money-lag” is cumulative, then we should
expect the effort to force an ever-increasing volume
of prices through an ever-diminishing bottle-neck of
purchasing power also to be cumulative. And this
1s the explanation of the bawling, exaggerating, and
even lying advertising and salesmanship ot to-day.
The true function of these services is, first, to inform,
and then to persuade. But it is no use to “‘inform”’
a camel of the presence of a needle’s eye and “persuade”
him to go through it; you have ‘to use force. And if
the camel is gradually growing and the eye gradually
contracting, you have to be quick about it, and get

him through by wile or by guile, by hook or by crook.
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Thus 1n 1919 there were started in the G..m;? &o.ba
no fewer than 600 schools of salesmanship. Again,
as long ago as 1912 the merchants and imgrosmwﬂﬁw
of Manchester and Liverpool had a greater .om%%w
employed to sell cotton goods Hrmz. that require ww
the whole of Lancashire’s cotton industry to ma M
them. And by 1933 these services had reached maoa
proportions, and it had Umo.oam so much Wmﬂmw Mubmﬁ
more expensive to sell a 95@. than to Bm.w@ it, th )
the British Prime Minister felt 1t not w,pnwmmwﬁmbw wit

the dignity of his oflice to give his oEQmm blessing to
the Advertisers’ Convention, and applaud 1ts desperate
but (in the circumstances) necessary bailyhoo.

TueE DILEMMA OF SAVING

The Theorem implies that Hro.wmmmmnm of mwﬁwm
and investing only aggravates H.vm situation. Hw..Em.. t M
billion and more pounds Qmwom;wa or E,cwﬁma in suc
institutions as Insurance OonmE.mmu.wEEBm Societies,
and the National Savings Association, means m&.ﬁ mm
proportionate value of goods are unable to mm.m ,cmw\.mw
in the home market. Not only .nsmﬁ but gmm iilic
and more has to be reinvested in fresh capital pro-
duction designed to produce yet more goods. b the

Similarly the £3o00 BE.BD mark H..mmown . %w °
Post Ofhce Savings Bank in 1933, 5@%8. t oc% e
was to its depositors’ thrift, was, mm& still 1s, a Mai
on Industry and a virtual cancellation of this am uat
of Effective Demand. Under the present nnoMo.
systern the man who saves as Bco% of his .ﬁcmw mmpwm
power as he can is an enemy of society, while the msoH .
who spends the whole of 1t .mmm saves nothing 1s mw M ,m
bui the fool at least noazds.ﬁnm .Em awow. to soc SN%
economic blood. Perhaps this cilemma 1s seen

01C] ial
clearly in our Press: one column, voicing financ
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by side. Then the price
being equal, will be one
five more pounds, but n
appearance. Then, until five more artjcl
their appearance, the effect of the extra
will be to raise the price of the 100 article

the market, and their price will no longer be £ Hmwmmv

but something just over £1; that is, 95

policy, solemnly Impresses upon us the need for
€conomy and the desirability of saving every penny,
while the next column, voicing industrial policy,

exhorts and implores us to spend every penny and so

set the wheels of trade turni g. Isitany wonder that
the wretched reader decide .

for him—or her—and turns
gossip columns?

The truth is that most people are so poor that they
dare not spend. They needs must save, and the irony
of it is, as Major-General Seeley (as he then was)
pointed out in connection with Savings Certificates, that
the savings came “mostly from the poorer classes” ;

in other words, from those whose need for more of the
amenities of life was the Bomﬁmoﬁm. .

Fear for To-morrow’s Dinner, they
possibility of increased comforts in

than risk experlencing them now.
comiorts are likel

the fact that the
funeral.

contemplate the
the future rather

How long those
y to be in coming may be judged from

greatest luxury of the poor is a decent

INrLATION

¢s and 100 pounds exist side
of each article, other things

pound. Suppose now that
O more articles, make their
es do make
five pounds
s already on

I1CO
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.n increase has been taking place in the world for

some centuries. When capital costs appear as pre-
mature purchasing power without the simultaneous

appearance of a corresponding quantity of goods, 1t
raises the prices of all the goods which are on the
market. In other words, it causes inflation—an
: flation which has been going on steadily and
stealthily, everywhere and all the time. This is the
reason why, although Falstaff could get two gallons
of sack for 2d., a glass of beer to-day carries a price
twelve times that amount; this is why, although two
centuries ago the reasonable salary for the Matron of
2 London Hospital was £16 and for its resident medical
officer £20, a century later these figures were £60
and £ 105 respectively; this is why between 1900 and
1911 retail prices - Great Britain rose by 9'3 per cent.;
why they have risen since then, and <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>